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PURPOSE OF THE PLAN 

The Five-Year Financial Plan is required under Proposition A, a charter amendment approved by voters in 
November 2009. The City Charter requires the plan to forecast expenditures and revenues during the five-year 
period, propose actions to balance revenues and expenditures during each year of the plan, and discuss 
strategic goals and corresponding resources for city departments.  

ECONOMIC OVERVIEW 

Presented in this plan is an overview of the economic context which informs the revenue projections in the Five-
Year Plan. 

FIVE-YEAR OUTLOOK 

Over the next five years, the plan expects that the City will experience continued but slowing growth in tax 
revenues. In addition, the Five-Year Financial Plan shows that the cost of city services is projected to outpace 
revenue growth during the five-year period. If the City does not take corrective action, the gap between 
revenues and expenditures will rise from $119.0 million to approximately $848.4 million from Fiscal Year (FY) 
2017-18 to FY 2021-22.  
 

Table 1: Base Case ς Summary of General Fund-Supported 
Projected Budgetary Surplus (/ Shortfall) FY 2018-22 ($ in millions) 

 

 
 
Total expenditures are projected to grow by $1,408.3 million over the next five years, which represents an 
increase of 29%. During the five years of the plan, baselines and reserves grow by $212.3 million (15% of total 
expenditure growth), employee salary, pension, and fringe benefit costs grow by $698.0 million (50% of total 
expenditure growth), citywide operating costs grow by $450.1 million (32% of total expenditure growth), and 
departmental costs are growing by $48.0 million (3% of total expenditure growth).  

In contrast to expenditure growth, available General Fund sources are projected to increase by $559.9 million 
over the same period, an overall growth of 11%.  As required by the Charter, the City will need to implement 
strategies to close the gap between sources and uses over the five-year time period. 

 

City and County of San Francisco  

FIVE-YEAR FINANCIAL PLAN 

Executive Summary 
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FISCAL STRATEGIES 

The City projects budget deficits over the next five years if proactive steps are not taken to address the 
imbalance between revenues and expenditures. Despite significant efforts and policy changes in the past six 
ȅŜŀǊǎ ǘƻ ŀŘŘǊŜǎǎ ǘƘŜ /ƛǘȅΩǎ ƭƻƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŀƭ ŘŜŦƛŎƛǘΣ ǘƘŜ ŎǳǊǊŜƴǘ five-year deficit projection has increased back 
up to 2011 levels. The reasons for are largely related to rising employee costs (pension being the biggest factor), 
increasing voter mandated commitments through baselines and set-asides, and increasing positions and 
services.  

Additionally, in the past few years strong revenue growth has enabled the City to balance the budget while 
increasing services to ǘƘŜ ǇǳōƭƛŎΦ  IƻǿŜǾŜǊΣ ǘƘƛǎ ȅŜŀǊ ǘƘŜǊŜ ƛǎ ƳǳŎƘ ƳƻǊŜ ǳƴŎŜǊǘŀƛƴǘȅ ǿƛǘƘ ǘƘŜ /ƛǘȅΩǎ ŦƛǎŎŀƭ 
condition in light of changes at the federal level as well as the long period of economic growth that the City has 
experienced.  Revenues are projected to grow more slowly over the coming years; to ensure continued fiscal 
sustainability and a resilient future, the City must slow its projected expenditure growth by making trade-offs 
and responsible budget decisions. The following fiscal strategies will allow the City to provide sustainable 
services to the public by containing budget growth to 14% over the coming five years, as opposed to 29% growth 
that is projected to occur absent action.  

Table 2: Proposed Fiscal Strategies ($ in millions)  

 
 
This Five-Year Financial Plan also includes an assessment of the potential impact of an economic downturn on 
ǘƘŜ /ƛǘȅΩǎ ŦƛǾŜ-year outlook. The base case does not assume an economic downturn or loss of funding from the 
federal government due to the uncertainty of either event; however, the United States has historically not 
experienced more than ten consecutive years of expansion and the current economic expansion began over 
seven years ago, rendering the likelihood of a slowdown or a decline in revenue growth increasingly likely during 
the period that this plan addresses. Additionally, the change in federal administration makes it likely the City will 
see reduced funding in the time period covered in this report. If an economic slowdown or large loss of federal 
revenue were to occur, the fiscal strategies shown above would be insufficient to close large gaps between 
revenues and expenditures.  

Detailed projections regarding the base case, fiscal strategies, and recession scenario are included starting on 
page 19 of this report. 
 

NEW CITYWIDE STRATEGIC INITIATIVES SECTION 

The plan also includes a new Citywide Strategic Plan section outlining ǘƘŜ aŀȅƻǊΩǎ ǾŀƭǳŜ ŀƴŘ Ǿƛǎƛƻƴ ŘŜǾŜƭƻǇŜŘ 
with City departments. Informed by citywide long-term planning processes, like citywide Capital and IT plans as 



Page 7 of 105 
 

well as Five-Year Departmental Strategic Plans, this section lays out a set of shared values and a vision for the 
CƛǘȅΩǎ ŦǳǘǳǊŜ ŀǎ ǿŜƭƭ ŀǎ ƭŀǊƎŜǊ ƛƴƛǘƛŀǘƛǾŜǎ ǘƘŜ aŀȅƻǊΩǎ hŦŦƛŎŜ ŀƴŘ ŘŜǇŀǊǘƳŜƴǘǎ ŀǊŜ ǳƴŘŜǊǘŀƪƛƴƎ ǘƻ ǊŜŀƭƛȊŜ ǘƘŜ /ƛǘȅΩǎ 
vision and make it a reality. 
 

Values 

1. Equity. Our services reflect the value that each person deserves an opportunity to thrive in a diverse and 
inclusive city. 

2. Collaboration. We are stronger when we work together. We serve through consensus building and 
cooperation across all sectors. 

3. Community. The needs of an engaged and empowered community drive our service and we support 
participation and democracy for all. 

4. Compassion. Our service is grounded in respect, dignity, embracing diversity, care, empathy and 
inclusion. 

5. Service Excellence. We work to continuously improve services that are high quality, innovative, and 
informed by what works. 

6. Responsibility & Integrity. ²Ŝ ŀǊŜ ǎǘŜǿŀǊŘǎ ƻŦ ǘƘŜ ǇǳōƭƛŎΩǎ ŘƻƭƭŀǊǎΦ ²Ŝ ƳŀƪŜ ǊŜǎǇƻƴǎƛōƭŜ ŘŜŎƛǎƛƻƴǎ ǘƻ 
ensure the long term success for our city and residents. 

7. Accountability and Transparency. We hold ourselves accountable based on outcomes and believe that 
transparency fosters public trust. 

 

Vision  

1. Residents and families that thrive 

2. Clean, safe and livable communities 

3. A diverse, equitable and inclusive city 

4. Excellent city services 

5. A city and region prepared for the future  
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ECONOMIC OVERVIEW  

The FY 2017-18 through FY 2021-22 Five-Year Financial Plan is the fourth such plan produced by the City and 
County of San Francisco. The first Five-Year Financial Plan covered FY 2011-12 through FY 2015-16 and was 
released in March 2011. Significant changes have occurred since that time. Through 2016, the decade of the 
2010s has brought unprecedented economic growth to San Francisco. The City has re-emerged as the center of 
the Bay AreaΩǎ regional economy and since 2010 has been among the fastest-growing large counties in the 
United States. This ƻǾŜǊǾƛŜǿ ǎǳƳƳŀǊƛȊŜǎ ǘƘŜ /ƛǘȅΩǎ ŜŎƻƴƻƳƛŎ ƘƛǎǘƻǊȅ, current recovery, and impending 
slowdown, which informs both the base case revenue growth and recession scenario presented in this plan.  

LOOKING BACK 

San Francisco's Economic Recovery: 2010-2015 

Employment. San Francisco has added an average of 25,000 new jobs per year since 2010. To put this into 
context, during the dot-com boom of the late 1990s, employment increased by only 17,000 jobs per year. By the 
end of 2015, there were 668,900 jobs in San Francisco ς 60,000 more than at the City's previous economic peak 
in 2000, and 35,000 new jobs were added in 2015 alone. 

 

Figure 1: Total San Francisco Employment, 1990-2015 

 
 

 

City and County of San Francisco  

FIVE-YEAR FINANCIAL PLAN 

Economic Overview 
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As discussed in more detail below, the City's economic growth has been fueled by the technology sector, whose 
share of San Francisco's total private sector employment has risen from 5% to 11% since 2010. As a share of 
total private sector payroll in the City, the tech industry's share has grown from 9% to over 20% from 2010 to 
2015. 

Figure 2: Technology Industry Share of Private Sector 
Payroll and Employment in San Francisco, 1990-2015 
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As an export sector that brings new investment and income into the City, the technology sector is an important 
economic driver for San Francisco. While it has been the fastest-growing part of the City's economy this decade, 
every sector has been adding employment, as shown below. In almost every case, in fact, San Francisco's 
industry sectors have been growing more rapidly than the same sectors in the U.S. as a whole. In the chart 
below, technology employment is split between the Information and Business & Professional Service sectors, 
and is largely responsible for the very rapid rate of job growth of those sectors. 

 

Figure 3: Employment Growth by Sector 
San Francisco and United States, 2014-2015 
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While the City's economic performance through 2010 has clearly been both strong and broad-based, signs 
emerged in 2016 that it may be reaching a plateau. Monthly employment data for San Francisco and San Mateo 
counties indicate that employment growth in the technology industry has slowed from a 15.4% annual rate in 
August 2015 to 4.4% annual rate in August 2016. The growth rate for all private, non-farm employment in the 
two-county area has also dropped ς from a 5.3% annual rate last August to only 2.4% growth this August. 

 

Figure 4: Annual Growth Rate in Tech and Private Non-Farm Employment  
San Francisco/San Mateo Counties, January 2011-August 2016  

 

 
This trend may have important implications for the City's finances in upcoming years. A halving of the 
employment growth rate would likely have a proportionate effect on tax revenue from businesses, employees 
and residents, such as business, sales, and utility user taxes.  On the other hand, the chart also shows that the 
tech industry also experienced a slowdown in 2013, only to re-accelerate in 2014. A slowdown therefore does 
not automatically mean that a recession is imminent.  

While the extent of the current slowdown should not be over-stated, there are reasons to believe that a second 
acceleration in growth is unlikely to occur during this economic cycle and before the next recession.  These 
reasons relate both to the lack of capacity in the CƛǘȅΩǎ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ǘƻ ǎǳǇǇƻǊǘ ŎƻƴǘƛƴǳŜŘ ƎǊƻǿǘƘΣ and signs of 
weakness in the technology industry, which are occurring irrespective of the CƛǘȅΩǎ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ŎŀǇŀŎƛǘȅΦ ²ƛǘƘ 
respect to infrastructure issues, the first constraint is the CƛǘȅΩǎ ƘƻǳǎƛƴƎ ǎǳǇǇƭȅΣ ǿƘƛŎƘ ƭƛƳƛǘǎ ǘƘŜ ŀōƛƭƛǘȅ ŦƻǊ ǘƘŜ 
resident labor force to grow. 
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Unemployment. The CƛǘȅΩǎ ǎŜŀǎƻƴŀƭƭȅ-adjusted unemployment rate has been under 3.5% for all of 2016. During 
the previous economic cycle that peaked in 2007-08, the CƛǘȅΩǎ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ƴŜǾŜǊ ŦŜƭƭ ōŜƭƻǿ п.0%, and 
had only previously fallen below 3.5% at the height of the dot-com boom in the late 1990s. 

¢ƘŜ ŎǳǊǊŜƴǘ оΦр҈ ǊŀǘŜ ƛǎ ōŜƭƻǿ ǿƘŀǘ Ƴƻǎǘ ŜŎƻƴƻƳƛǎǘǎ ǿƻǳƭŘ ŎƻƴǎƛŘŜǊ ǘƻ ōŜ ǘƘŜ άŦǳƭƭ ŜƳǇƭƻȅƳŜƴǘέ ǊŀǘŜΣ ŀƴŘ 
reflects an unusually low number of San Francisco residents looking for work. Given the CƛǘȅΩs constrained 
housing market, it is unlikely that the resident labor force can readily expand much further in the short term, 
and this should lead to a slowdown in the rate of job growth in the City, even if the demand for new hires 
remains high. 
 

Figure 5: San Francisco Unemployment Rate, Seasonally-Adjusted 
July 1990-August 2016 
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A second infrastructure-related constraint likely to drive a slowdown in employment and tax revenue growth is 
the office market. While not at historically-low vacancy levels, office vacancy by the 2nd quarter of 2016 was 
lower than it was any time since 2000. A tight office market limits employment and revenue growth in a manner 
similar to the tight housing market: even companies that want to add headcount in the City find it hard to find 
the space to do so. While interest in new development has picked up, even development to the maximum 
ŀƭƭƻǿŜŘ ǳƴŘŜǊ ǘƘŜ /ƛǘȅΩǎ ŀƴƴual commercial development cap would represent only a small fraction of the 
annual office employment seen this decade. Office employment in San Francisco can therefore be expected to 
grow more slowly for the remainder of the decade, irrespective of the state of the broader economy, or the 
desire of local businesses to hire. 
 
 

Figure 6: San Francisco Class A Office Vacancy Rates, 2006-2016 
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¢ƘƛǊŘƭȅΣ ǊŀǇƛŘ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ ǘƘƛǎ ŘŜŎŀŘŜ Ƙŀǎ ǇƭŀŎŜŘ ǎǘǊŀƛƴǎ ƻƴ ǘƘŜ ǊŜƎƛƻƴΩǎ ǘǊŀƴǎǇƻǊǘŀǘƛƻƴ ǎȅǎǘŜƳΣ ǿƘƛŎƘ will 
likely further limit the CƛǘȅΩǎ ŀōƛƭƛǘȅ ǘƻ ƎǊƻǿ ŀǘ ǊŀǘŜǎ ŜȄǇŜǊƛŜƴŎŜŘ ŜŀǊƭƛŜǊ ƛƴ ǘƘƛǎ ŘŜŎŀŘŜΦ 
 
The chart below estimates the value of time lost by San Francisco workers to commuting, between 2011 and 
2015. When transportation congestion leads to longer commutes, commuters lose work and leisure 
ƻǇǇƻǊǘǳƴƛǘƛŜǎΣ ǿƘƛŎƘ ŀǊŜ ŎƻƴǾŜƴǘƛƻƴŀƭƭȅ ǾŀƭǳŜŘ ŀǘ рл҈ ƻŦ ŀƴ ŜƳǇƭƻȅŜŜΩǎ ƘƻǳǊƭȅ ǿŀƎŜΦ Lƴ ŜŎƻƴƻƳƛŎ ǘŜǊƳǎΣ ŀƴ 
increasingly costly commute makes the City less competitive as an employment center, leading to higher labor 
costs for local businesses, and a greater tendency for job sprawl within the region. 
 
The aggregate value of time lost by San Francisco employees has grown by 56% in only four years, driven by a 
combination of longer and slower commutes, growth in the total number of employees in the City, and higher 
average hourly wages. 

 
Figure 7: Aggregate Value of Time Spent Commuting by Workers in San Francisco 

2011-2015 
 

  
 
Technology Industry. While infrastructure constraints related to real estate and transportation will likely slow 
growth in the near term even if economic growth remains strong, there are increasing signs that the technology 
industryτthe engine of so much of the CƛǘȅΩǎ ƎǊƻǿǘƘ ǘƘƛǎ ŘŜŎŀŘŜτmay be beginning to slow of its own accord. 
The fact noted above, that tech employment growth is slowing, is itself an indication. Technology is a high-
paying industry that has a greater capacity than other local industries to absorb high housing and labor costs, 
and high office rents. If it were only a matter of capacity constraints and high rents driving out employment, we 
would expect tech to withstand it better than other industries, yet the data suggests tech employment growth is 
slowing more than other industries.  
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SecondƭȅΣ Ǉŀǎǘ ŜȄǇŜǊƛŜƴŎŜ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ǘƘŜ ƭƻŎŀƭ ǘŜŎƘ ƛƴŘǳǎǘǊȅ ƛǎ ƘƛƎƘƭȅ ǎŜƴǎƛǘƛǾŜ ǘƻ ŎƘŀƴƎŜǎ ƛƴ ƛƴǾŜǎǘƻǊǎΩ 
perceptions of the value of equity in technology companies, particularly as registered by stock price indices such 
as the NASDAQ-100. When the prices of technology stocks decline, early-stage investment in technology 
companies often contracts, because investors foresee lower returns. As a result, tech companies that are 
ŘŜǇŜƴŘŜƴǘ ƻƴ ƴŜǿ Ŝǉǳƛǘȅ ƛƴǾŜǎǘƳŜƴǘ Ŏŀƴƴƻǘ ƎǊƻǿ ŀǎ ŦŀǎǘΣ ŀƴŘ ǘƘŜ ƛƴŘǳǎǘǊȅΩǎ ƎǊƻǿǘƘ ǎƭƻǿǎ. In fact, since 1990, 
changes in the 4-quarter moving average of the NASDAQ-100 statistically account for almost 90% of the changes 
in total private sector payroll in San Francisco, across all industries, with a 2-quarter lag. The technology stock 
market, in other words, has been a powerful leading indicator of the CƛǘȅΩǎ ǘŜŎƘƴƻƭƻƎȅ ƛƴŘǳǎǘǊȅ ŀƴŘ ōǊƻŀŘŜǊ 
economy. 
 
As seen in the chart below, the trends since the summer of 2015 indicate a slowing, but not a decline, in the 
NASDAQ-100 index (on a 12-month moving average basis). At present, the stock market is at or near an all-time 
high, buoyed by continuing low interest rates. The 12-month moving average tilted back up in the third quarter 
of 2016, after leveling off in the third quarter in 2015. That quarter also marked the peak of venture capital 
investment in the Bay Area, which has fallen 28% in the past year (also on a 12-month moving average basis). 
 

Figure 8: Trends in the NASDAQ-100, Bay Area Venture Investment, and San Francisco Metro Division 
Tech Employment, 2011-2016 
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While the data does not point to a tech-driven downturn in the local economy, it does suggest that the slow-
Řƻǿƴ Ƙŀǎ ƳƻǊŜ ǘƻ Řƻ ǿƛǘƘ ǘƘŜ ŦǳƴŘŀƳŜƴǘŀƭǎ ƻŦ ǘƘŜ ǘŜŎƘ ƛƴŘǳǎǘǊȅΩǎ ōǳǎƛƴŜǎǎ ŎȅŎƭŜΣ ǘƘŀƴ ǿƛǘƘ {ŀƴ CǊŀƴŎƛǎŎƻΩǎ ǊŜŀƭ 
estate market. Not only has technology employment growth slowed more than overall employment, but leading 
indicators of the tech sector like the stock market and venture capital have slowed as well. 
 
Housing. Additionally, there are signs from the housing market that the slowdown of 2016 may have more to do 
with an ebbing of demand than with infrastructure capacity constraints. Through most of the decade, San 
CǊŀƴŎƛǎŎƻ Ƙŀǎ ŦŜŀǘǳǊŜŘ ōƻǘƘ ǘƘŜ ƴŀǘƛƻƴΩǎ Ƴƻǎǘ ŜȄǇŜƴǎƛǾŜ ƘƻǳǎƛƴƎΣ ŀƴŘ ŦŀǎǘŜǎǘ-appreciating housing prices, 
ŀƳƻƴƎ ǘƘŜ ƭŀǊƎŜǎǘ ¦Φ{Φ ŎƛǘƛŜǎΦ Lƴ ǘƘŜ Ǉŀǎǘ ȅŜŀǊΣ ƘƻǿŜǾŜǊΣ ƎǊƻǿǘƘ ƛƴ {ŀƴ CǊŀƴŎƛǎŎƻΩǎ ƘƻǳǎƛƴƎ ǇǊƛŎŜǎ has slowed 
appreciably. According to Zillow, housing prices in the City have grown by only 1.1% from September 2015 to 
September 2016, and have in fact declined through calendar year 2016. 
 

Figure 9: Median Housing Value (September 2016) and Annual Change in Housing Prices (September 
2015-2016), Large U.S. Cities 

 

  
 

Both supply-side factors such as infrastructure constraints, and demand-side factors such as a softening of 
growth in the technology sector, suggest that San Francisco is unlikely to match its economic performance of the 
first half of the 2010s in the second half.  
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LOOKING FORWARD 

The base case projection, detailed in the next chapter, assume the economic recovery that began in FY 2009-10 
will continue through the forecast period, resulting in continued growth in tax revenues during the next five 
years. As noted above, the rapid growth rates seen in the early stages of recovery have slowed, and in some 
cases, have begun to decline. Growth rates for the most economically sensitive revenues, such as business, 
sales, hotel, parking, and property transfer taxes are projected to slow in the final three years of the plan. The 
base case does not assume an economic downturn. However, given that the current economic expansion has 
lasted over 89 months, if there is indeed no recession through FY 2021-22, as the projection assumes, it will 
mark the longest economic expansion since 1900. The pace of growth will depend heavily on how shifts in the 
national economy and local technology industry shape employment, income, investment options, and other 
factors discussed above.   
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PURPOSE OF THE PLAN 

The Five-Year Financial Plan is part of a comprehensive effort by the City to improve its long-range financial 
ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ǇƭŀƴƴƛƴƎΦ ¢Ƙƛǎ ǎŜŎǘƛƻƴΣ ǘƘŜ ōŀǎŜ ŎŀǎŜ ǇǊƻƧŜŎǘƛƻƴΣ ƛǎ ŀ Ƨƻƛƴǘ ŜŦŦƻǊǘ ōȅ ǘƘŜ aŀȅƻǊΩǎ hŦŦƛŎŜΣ ǘƘŜ 
/ƻƴǘǊƻƭƭŜǊΩǎ hŦŦƛŎŜΣ ŀƴŘ ǘƘŜ .ƻŀǊŘ ƻŦ {ǳǇŜǊǾƛǎƻǊǎ .ǳŘƎŜǘ ŀƴŘ [ŜƎƛǎƭŀǘƛǾŜ !ƴŀƭȅǎǘΩǎ hŦŦƛŎŜ ǘƻ ŦƻǊŜŎŀǎǘ ǘƘŜ ƛƳǇŀŎǘ ƻŦ 
existing service levels and policies on revenues and expenditures over the next five years.  

The City is currently implementing the following strategies as part of its long-range financial management and 
planning: 

¶ The Five-Year Financial Plan: The City is forecasting and analyzing revenues and expenses for the next 
five years on a citywide basis, including departmental operations, facilities, debt management, capital, 
and technology. 

¶ Two-Year Budgeting: The FY 2012-13 and FY 2013-14 budget was the first citywide two-year budget 
adopted by the Mayor and the Board of Supervisors. The City has continued to utilize two-year rolling 
budgets and most recently adopted the FY 2016-17 and FY 2017-18 budget; there were five 
departments with fixed two-year budgets for the FY 2016-17 and FY 2017-18 adopted budget. 

¶ Citywide Capital and Technology Plans: These plans, which are released by March 1st every other year, 
include detailed financial information and project descriptions outlining thŜ /ƛǘȅΩǎ ǇƭŀƴƴŜŘ ǎǇŜƴŘƛƴƎ on 
capital over the next ten years and technology over the next five years. 

¶ Formal Financial Policies: To date, the City has adopted financial policies to create a Budget Stabilization 
Reserve, to build its General Reserve and to make deposits more flexible in a downturn, and to restrict 
the use of one-time revenues. Consistent with the financial policies adopted by the Board of Supervisors 
in December 2014 and codified in Administrative Code Section 10.60(b), the General Reserve value will 
increase from 2% to 3% of General Fund revenues by FY 2020-21. This report anticipates the General 
Reserve rising from 2.25% of regular General Fund revenues in FY 2017-18 to 3% in FY 2019-20. Taken 
together, these policies will help ensure San Francisco is more resilient during the next economic 
downturn.  

Multi-year budgeting and forecasting are best practices for all governments. The Five-Year Financial Plan is 
designed to enhŀƴŎŜ ǘƘŜ /ƛǘȅΩǎ ŀōƛƭƛǘȅ ǘƻ ƛŘŜƴǘƛŦȅ ǘƘŜ ƪŜȅ ŘǊƛǾŜǊǎ ƻŦ its revenues, expenditures, and needed public 
services. In an era of increased uncertainty from the Federal government, this planning process will enable San 
Francisco to more thoughtfully plan for revenue changes and adapt its programs accordingly. Overall, the City 
will minimize volatility by looking beyond the typical budget horizon, putting in place more stable public service 
delivery that citizens can expect and rely on. 

BUDGET OVERVIEW 

¢ƘŜ /ƛǘȅ ŀƴŘ /ƻǳƴǘȅ ƻŦ {ŀƴ CǊŀƴŎƛǎŎƻΩǎ ōǳŘƎŜǘ ŦƻǊ C¸ нлмс-17 is $9.6 billion. Roughly half of the budget, $4.7 
billion, is comprised of self-ǎǳǇǇƻǊǘƛƴƎ ŀŎǘƛǾƛǘƛŜǎ ŀǘ ǘƘŜ /ƛǘȅΩǎ ŜƴǘŜǊǇǊƛǎŜ ŘŜǇŀǊǘƳŜƴǘǎΣ ǿƘƛŎƘ ŦƻŎǳǎ ƻƴ city-related 
business operations and include the Port, the Municipal Transportation Agency, the Airport, the Public Utilities 
Commission, and others. The remaining 50%, or $4.9 billion, is comprised of General Fund monies, which 
support public services such as public health, police and fire services, and public works. ¢ƘŜ /ƛǘȅΩǎ ōǳŘƎŜǘ Ŏŀƴ ōŜ 
broken down into six major service areas: Public Protection; Public Works, Transportation & Commerce; Human 
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Welfare & Neighborhood Development; Community Health; Culture & Recreation; and General Administration & 
Finance.  

Figure 10 shows the total $9.6 billion citywide budget by major service area. The Public Works, Transportation & 
Commerce major service area has the largest overall budget, due primarily to the budgets for large enterprise 
departments. 

 

Figure 10: Total Budget by Major Service Area FY 2016-17 
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There are 30,626 full-time equivalent positions (FTEs) budgeted and funded between all six major service areas 
in FY 2016-17. As shown in Figure 11, the Public Works, Transportation, and Commerce service area also has the 
largest share of FTEs, which is largely driven by the Municipal Transportation Agency. 
 

Figure 11: Full Time Equivalent (FTE) Positions by Major Service Area FY 2016-17

 
 

 

FIVE-YEAR OUTLOOK FOR GENERAL FUND-SUPPORTED OPERATIONS 

San Francisco Administrative Code Section 3.6(b) requires that in each odd-numbered year, the City must submit 
a Five-Year Financial Plan; in even-numbered years, a similar report, called the Joint Report, must be issued with 
an update to the remaining four years of the previous yeŀǊΩǎ CƛǾŜ-Year Financial Plan. In both the Five-Year 
Financial Plan and the Joint Report, the Mayor, the Controller, and the Board of SupervisorsΩ Budget Analyst 
must forecast expenditures and revenues during the projection period. In the Five-Year Financial Plan, the 
aŀȅƻǊΩǎ hŦŦƛŎŜ Ƴǳǎǘ also propose actions to balance revenues and expenditures during each year of the plan 
and discuss strategic goals and corresponding resources for city departments. This Five-Year Financial Plan 
provides expenditure and revenue projections for FY 2017-18, FY 2018-19, FY 2019-20, FY 2020-21, and FY 2021-
22.  

{ǳƳƳŀǊȅ ƻŦ Ψ.ŀǎŜ /ŀǎŜΩ tǊƻƧŜŎǘƛƻƴǎ ŀƴŘ CƛƴŘƛƴƎǎ  

This Five-¸ŜŀǊ CƛƴŀƴŎƛŀƭ tƭŀƴ ŘŜǎŎǊƛōŜǎ ǘƘŜ ΨōŀǎŜ ŎŀǎŜΩ ς a forecast of revenues and expenditures that projects 
revenue trends and the costs to support current service levels, adjusting for adopted or proposed policy changes 
where noted. Significant changes include known revenue and expenditure changes in all areas where there is 
reasonable information or basis for a projection. Key assumptions are also detailed below. 

Table 3 summarizes the projected changes in General Fund supported revenues and expenditures over the next 
five years. As shown in Table 3, this report projects cumulative shortfalls of $119.0 million in FY 2017-18, $283.4 
million in FY 2018-19, $584.7 million in FY 2019-20, $713.4 million in FY 2020-21, and $848.4 million in FY 2021-
22. 
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Table 3: Base Case ς Summary of FY 2018-22 General Fund-Supported 
Projected Budgetary Cumulative Surplus/(Shortfall) ($ in millions) 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
This projection demonstrates that although revenues are growing each year, they are not growing fast enough 
to keep pace with the increase in projected expenditures. As a result, a gap remains even with a growing 
economy and tax base. The City currently projects revenue growth of $559.9 million, or 11% over the five-year 
period of this plan, and expenditure growth of $1,408.3 million, or 29% over the same five-year period, as shown 
in Figure 12 below. 
 

Figure 12: Projected Growth in General Fund Expenditures and Revenues 

 
  

Five Year Projection: 2017-18 2018-19 2019-20 2020-21 2021-22 % Growth

SOURCES  Increase / (Decrease) 143.9     328.7     312.4     442.4     559.9     

Baselines and Reserves (46.7)       (116.1)     (150.3)     (188.9)     (212.3)     15%

Salaries & Benefits (145.8)     (273.1)     (428.2)     (574.0)     (698.0)     50%

Citywide Operating Budget Costs (48.5)       (193.8)     (274.7)     (350.2)     (450.1)     32%

Departmental Costs (21.9)       (29.1)       (43.8)       (42.7)       (48.0)       3%

USES Increase / (Decrease) (262.9)    (612.1)    (897.1)    (1,155.8) (1,408.3) 100%

Projected Surplus / (Shortfall): (119.0)     (283.4)     (584.7)     (713.4)     (848.4)     
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Total expenditure growth is shown below in Figure 13, which illustrates that salary and benefit costs represent 
ǘƘŜ ƭŀǊƎŜǎǘ ŘǊƛǾŜǊ ƻŦ ǘƘŜ /ƛǘȅΩǎ ŘŜŦƛŎƛǘ ǇǊƻƧŜŎǘƛƻƴ ǿƛǘƘ рл҈ ƻŦ ǘƘŜ ƎǊƻǿǘƘ ƻǾŜǊ ǘƘŜ ƴŜȄǘ ŦƛǾŜ ȅŜŀǊǎΣ ƻǊ ŀƴ ƛƴŎǊŜŀǎŜ 
of $698.0 million over the period.  Citywide operating costs represent the second largest area of expenditure 
growth at 32%, or $450.1 million. The next largest drivers of expenditure growth are: Charter-mandated 
baseline and reserve changes of $212.3 million (15%) and other department specific cost increases of $48.0 
million (3%). 
 

Figure 13: General Fund-Supported Expenditure Increases by Expenditure Type FY 2018-22 
 

 
 

While the projected shortfalls shown in the above table reflect the difference in projected revenues and 
ŜȄǇŜƴŘƛǘǳǊŜǎ ƻǾŜǊ ǘƘŜ ƴŜȄǘ ŦƛǾŜ ȅŜŀǊǎ ƛŦ ŎǳǊǊŜƴǘ ǎŜǊǾƛŎŜ ƭŜǾŜƭǎ ŀƴŘ ǇƻƭƛŎƛŜǎ ŎƻƴǘƛƴǳŜΣ {ŀƴ CǊŀƴŎƛǎŎƻΩǎ /ƘŀǊǘŜǊ 
ǊŜǉǳƛǊŜǎ ǘƘŀǘ ŜŀŎƘ ȅŜŀǊΩǎ ōǳŘƎŜǘ ōŜ ōŀƭŀnced. Balancing the budgets will require some combination of 
expenditure reductions and additional revenues. This projection assumes no ongoing solutions are 
implemented. To the extent that budgets are balanced with ongoing solutions, future shortfalls will decrease. 
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A key driver of projected shortfalls are increases in mandated costs. Many of the projected expenditure 
increases are unavoidable, with limited ability to reduce spending to balance the budget. The City is required by 
law to fund certain voter-mandated baselines and set-asides at specific levels. Additionally, assuming a constant 
City workforce, non-discretionary employee pension and health benefits will continue to rise. Together these 
mandated costs account will consume 84% of ǘƘŜ /ƛǘȅΩǎ projected revenue during the forecast period, leaving 
only 16% of revenues available to support all other spending demands. This is depicted graphically below in 
Figure 14. The top line represents the projected revenue growth over the next five years, with the amounts 
taken up by mandatory expenditures shown in dark grey. Only 16% remains available for other uses such as 
employee wage increases, cost-of-doing-business increases for nonprofit service providers, capital and 
technology investments, and other improvements to services to the public. 

Figure 14: Projected General Fund Revenue Growth vs. Mandatory Expenditures 

 

 

KEY ASSUMPTIONS AFFECTING THE FY 2017-18 THROUGH FY 2021-22 PROJECTIONS 

¶ No major changes to service levels and number of employees: This projection assumes no major 
changes to policies, service levels, or the number of employees from previously adopted FY 2016-17 and 
FY 2017-18 budgeted levels unless specified below.  

¶ Continued economic recovery: This projection assumes the economic recovery and expansion that 
began in FY 2009-10 will continue through the forecast period and will be reflected in tax revenue 
increases. The rapid rates of growth experienced in the early part of the recovery have slowed, and 
lower rates of growth are expected to persist in the forecast period. Economic growth, and the revenue 
derived from it, is heavily dependent on changes in employment, business activity, and tourism. Physical 
and financial constraints are expected to limit this growth. This report does not assume any economic 
downturns or large changes in macroeconomic conditions; however, the U.S. has historically not 
experienced more than ten consecutive years of expansion and is currently in its seventh year of this 
expansion. 
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¶ Outcome of the November 2016 Elections: This report recognizes the outcome of several measures 
ŦǊƻƳ ǘƘŜ bƻǾŜƳōŜǊ нлмс ŜƭŜŎǘƛƻƴǎΣ ƛƴŎƭǳŘƛƴƎ ǎŜǾŜǊŀƭ ǘƘŀǘ ƘŀǾŜ ŀ ƳŀǘŜǊƛŀƭ ƛƳǇŀŎǘ ƻƴ ǘƘŜ /ƛǘȅΩǎ DŜƴŜǊŀƭ 
Fund. Notable outcomes include the failure of Proposition K, a general sales tax increase, which would 
have funded homelessness and transportation expenditures. Additionally, voters approved two new 
revenue measures in November 2016, including an increase on property transfer tax on transactions 
over $5 million (Proposition W) and a tax on sugar sweetened beverages (Proposition V). The revenues 
from Proposition W and Proposition V are assumed in this projection. This report also assumes that 
these news revenues will be allocated to support new expenditures, and therefore have no net impact 
on the budget projection. To the extent that final plans differ from this assumption, it will change these 
forecasts. For full details of the revenue and expenditures related to the election results, see Table 6 
below. 

Other measures with an impact on the General Fund include the Recreation and Parks baseline passed 
by voters in June 2016; the Dignity Fund baseline (Proposition I) that provides funding for seniors and 
adults with disabilities passed in November 2016; and one-time costs assumed with the passage of 
Proposition T, also on the November 2016 ballot, which restricts gifts and campaign contributions from 
lobbyists. 

¶ Preliminary estimate of state and federal budget changes: This report does not assume significant 
changes in funding at the state and federal levels, although many uncertainties exist, particularly with 
the change of the federal administration starting in January of 2017.  Particular areas of concern include 
changes or repealing of the Affordable Care Act and increased need for service or reductions in funding 
ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ /ƛǘȅΩǎ ƛƳƳƛƎǊŀƴǘ ǇƻǇǳƭŀǘƛƻƴ ŀƴŘ {ŀƴŎǘǳŀǊȅ /ƛǘȅ ǎǘŀǘǳǎΦ The City will continue to monitor 
state and federal policy and budget processes or changes. The update to this report in March 2017 is 
likely to contain additional details on potential impacts related to changes at the federal level. 

¶ Assumes inflationary increases for most employees in line with CPI: For police officers and firefighters, 
the plan assumes negotiated rates through FY 2017-18 with inflationary increases thereafter. Most labor 
unions have open contracts and will enter negotiations for Memoranda of Understanding (MOUs) with 
the City in the spring of 2017. Therefore beginning in FY 2017-18 this projection projects negotiated 
salary increases equal to the change in the Consumer Price Index (CPI) using the average projection of 
the California Department of Finance San Francisco Area /tL ŀƴŘ aƻƻŘȅΩǎ {C aŜǘǊƻǇƻƭƛǘŀƴ {ǘŀǘƛǎǘƛŎŀƭ 
Area CPI. This corresponds to a 3.13% in FY 2017-18, 3.25% in FY 2018-19, 3.09% in FY 2019-20, 3.01% in 
FY 2020-21, and 3.06% in FY 2021-ннΦ CƻǊ tƻƭƛŎŜ hŦŦƛŎŜǊǎΩ ŀƴŘ CƛǊŜŦƛƎƘǘŜǊǎΩ ǳƴƛƻƴǎ ǘƘƛǎ ǊŜǇƻǊǘ ŀǎǎǳƳŜǎ 
negotiated rate increase of 2% for FY 2017-18, and increases of CPI, as above, thereafter. Importantly, 
these assumptions do not indicate a willingness or ability to negotiate wage increases at these levels but 
rather are used for projection purposes.  Final negotiated increases will increase or decrease projected 
shortfalls. 

¶ Retirement plan employer contribution rates continue to increase: The previous Five-Year Financial 
Plan, released in December 2014, anticipated a decline in retirement costs after FY 2014-15. However, 
three main factors have led to a reversal of this downward trend including:  

 
o Updated demographic assumptions, which show that retirees are living longer and collecting 

pensions longer than previously expected; 
 

o An appellate court ruling against the City which invalidated certain voter-adopted restrictions 
that would have placed additional conditions required to be met for retirees to receive a 
supplemental cost-of-living increase; and 
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o Lower than expected actual FY 2014-15 and FY 2015-16 investment returns. 

This report assumes that retirement costs continue to increase, with slight declines in the final year of 
this projection. SFERS contribution rates are based on updated projections prepared by the Retirement 
{ȅǎǘŜƳΩǎ !ŎǘǳŀǊȅ ƛƴŎƻǊǇƻǊŀǘƛƴƎ ŀƳƻǊǘƛȊŀǘƛƻƴ ƻŦ ǳƴŦǳƴŘŜŘ ŀŎǘǳŀǊƛŀƭ ŀŎŎǊǳŜŘ ƭƛŀōƛƭƛǘȅ ŀǊƛǎƛƴƎ ŦǊƻƳ ǘƘŜ 
2013 and 2014 Supplemental COLAs for Post-1996 Retirees in September 2016. The plan does not 
assume supplemental COLAs will be paid to employees who retired prior to 1996. The plan assumes 
continuation of the SFERS Board adopted long term investment return assumptions of 7.5% for FY 
2016-17 onwards, and a 1.3% return in FY 2015-16 based on actuals. Projections reflect employee 
contributions to retirement required under Proposition C. For CalPERS members, this report includes 
rate increases starting in FY 2015-16 due to adjusted mortality assumptions adopted by the CalPERS 
Board in February 2014. Employer contribution rates in each year for both SFERS and CalPERS members 
are detailed later in the base case section of this report. 

¶ Health and dental insurance cost increases: This projection assumes that the employer share of health 
and dental insurance costs for active employees will increase by approximately 7% per year. The Health 
Service System anticipates negotiating rates for calendar year 2018 in late spring 2017, to be adopted by 
July 2017. For retiree health benefits, this report assumes that the City will continue its pay-as-you-go 
practice of funding the amounts currently due for retirees. The growth in the retiree obligation has been 
estimated based on projected cost increases of approximately 9% per year. 

¶ Inflationary increase on non-personnel operating costs: This projection assumes that the cost of 
materials and supplies, professional services, contracts with community-based organizations, and other 
non-personnel operating costs will increase by the CPI rate, as projected by the California Department of 
CƛƴŀƴŎŜ ŀƴŘ aƻƻŘȅΩǎΣ 3.13% for FY 2017-18, 3.25% for FY 2018-19, 3.09% for FY 2019-20, 3.01% for FY 
2020-21 and 3.06% for FY 2021-22. The projection reflects the adopted FY 2017-18 budget, except for a 
CPI increase for community-based organization contracts in FY 2017-18 which was not included in the 
adopted budget but is now assumed in this projection. 

¶ Ten-Year Capital Plan, Five-Year ICT Plan, and inflationary increases on equipment: This projection 
assumes the adopted FY 2017-18 funding levels for capital, equipment, and information technology. For 
capital in the remaining four out years, the report assumes funding will increase based on the levels 
ŀǎǎǳƳŜŘ ƛƴ ǘƘŜ /ƛǘȅΩǎ C¸ нлмр-25 Ten-Year Capital Plan, which will be released in March 2017.  However, 
one exception to this is that the adopted Capital Plan level is now projected to be reduced by $33.4 
million per year in each year of this projection due to the loss of Proposition K on the November 2016 
ballot. Proposition K was a revenue measure, which was slated to fund $33.4 million of the road 
repaving program.  

For equipment, starting in FY 2018-19, the report assumes that the equipment budget will increase by 
CPI in each year from the adopted FY 2016-17 funding level. For equipment, the plan assumes the 
budgeted level of funding in FY 2016-17 and FY 2017-18. In the subsequent four fiscal years, the report 
assumes that the equipment budget will increase by CPI each year.  

The Information Technology investment projection assumes partial funding of annual projects in the 
/ƛǘȅΩǎ LƴŦƻǊƳŀǘƛƻƴ ŀƴŘ /ƻƳƳǳƴƛŎŀǘƛƻƴǎ ¢ŜŎƘƴƻƭogy (ICT) Plan in FY 2017-18 in accordance with the 
most recent budget, full funding in accordance with the ICT Plan in FY 2018-19 and FY 2019-20, and 
growth of 10% per year in FY 2020-21 and FY 2021-22. This report also contains assumptions around the 
separate funding for major city IT investments. This report assumes full funding for Major IT projects in 
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accordance with the ICT Plan through FY 2019-20, and growth of 10% per year in FY 2020-21 and FY 
2021-22.  Similar to the Ten-¸ŜŀǊ /ŀǇƛǘŀƭ tƭŀƴΣ ǘƘŜ /ƛǘȅΩǎ ǳǇŘŀǘŜŘ L/¢ Plan will come out in March 2017. 

¶ Deposits and withdrawals from reserves: This projection makes several key assumptions regarding 
deposits to and withdrawals from major General Fund reserves. First, given the base case revenue 
projections, no deposits to or withdrawals from the Rainy Day Reserve are assumed. Consistent with the 
financial policies adopted by the Board of Supervisors in December 2014 and codified in Administrative 
Code Section 10.60(b), the General Reserve value will increase from 2% to 3% of General Fund revenues 
by FY 2020-21. Lastly, various reserves allocated for particular one-time uses are assumed drawn down 
for those uses, as detailed later in the base case. 

KEY FACTORS THAT COULD AFFECT THESE FORECASTS  

!ǎ ǿƛǘƘ ŀƭƭ ǇǊƻƧŜŎǘƛƻƴǎΣ ǳƴŎŜǊǘŀƛƴǘƛŜǎ ŜȄƛǎǘ ǊŜƎŀǊŘƛƴƎ ƪŜȅ ŦŀŎǘƻǊǎ ǘƘŀǘ ŎƻǳƭŘ ŀŦŦŜŎǘ ǘƘŜ /ƛǘȅΩǎ ŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴΦ 
These include: 

¶ Economy: Historically, periods of economic expansion are followed by economic contraction, or 
recession. Since the end of the Great Depression, there have been 13 recessions, or approximately one 
every six years on average. The current economic expansion began over seven years ago. It would be 
an historic anomaly to not experience a recession within the projection period of this report. Because 
of the difficulty of projecting the timing of a recession, this report assumes slower rates of growth, 
rather than declines, in revenue in the final three years of the report. However, it is important for the 
City to closely monitor economic conditions over the coming years. 

¶ Outcome of state and federal budget-balancing efforts: At the time of report issuance, state and 
federal budget deliberations have not yet begun. Thus, uncertainty remains around the local effects of 
state and federal budget-balancing efforts. Additionally, potential policy changes and budgetary 
impacts under the transition of the Federal administration remain uncertain. The City is closely 
monitoring potential changes in particular related to the Affordable Care Act and immigration policy. 

¶ Collective bargaining agreement negotiations: Other than approved wage increases in collective 
bargaining agreements and inflation on open contracts in FY 2017-18 through FY 2021-22, this report 
does not assume any contract changes due to labor negotiations. Wage or benefit changes above or 
ōŜƭƻǿ ǘƘŜǎŜ ŀǎǎǳƳǇǘƛƻƴǎ ǿƻǳƭŘ ƛƴŎǊŜŀǎŜ ƻǊ ŘŜŎǊŜŀǎŜ ǘƘŜ /ƛǘȅΩǎ ǇǊƻƧŜŎǘŜŘ ŘŜŦƛŎƛǘΦ 

¶ Pending or proposed legislation ς potential fee or departmental revenue increases: Fee increases 
may be proposed to the Board of Supervisors before the end of the year or as part of the FY 2017-18 
and FY 2018-19 budget. No increases above those budgeted in the adopted FY 2016-17 and FY 2017-18 
budget are assumed in this projection.  

¶ Planning for growth: The City is currently experiencing growth in both employment and population. As 
ǘƘŜ /ƛǘȅΩǎ ǇƻǇǳƭŀǘƛƻƴ ƛƴŎǊŜŀǎŜǎΣ ǘƘŜǊŜ Ƴŀȅ ōŜ ŀ ƴŜŜŘ ŦƻǊ ŀŘŘƛǘƛƻƴŀƭ ǎŜǊǾƛŎŜǎ ŦƻǊ ǘƘŜ ǇǳōƭƛŎ ǎǳŎƘ ŀǎ ƳƻǊŜ 
parks, transportation, first responders, health care providers, and street infrastructure improvements 
to accommodate more users of the public right-of-way. This report does not assume increased costs to 
specifically address future growth; however, this represents a risk and could increase projected deficits 
in the future.  

¶ Deficits will differ if new budget commitments made: If voters approve additional increases to existing 
baselines, set-asides, or other mandatory spending increases without commensurate revenue increases 
from new funding sources, this will grow the projected deficits shown in this report. Additionally, the 
report assumes that the budget for FY 2016-17, and all five years of this report, ƛǎ άǊŜōŀƭŀƴŎŜŘέ ŀŦǘŜǊ 
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the November 2016 election results.  Therefore, any increase or decrease in spending aside from new 
revenue approved by the voters in this election would increase or decrease the deficits accordingly. 

¶ Public Health ς Electronic Health Records (EHR): Over the next five years the Department of Public 
Health (DPH) will develop and implement a new integrated electronic health record (EHR) system 
which will replace its existing suite of clinical, financial, and billing systems. Over the last three years, 
DPH has implemented initiatives to fortify its existing IT infrastructure to create a solid foundation for 
successful implementation and operation of this critical system. Prior consultant studies have 
estimated one-time implementation costs of approximately $125.0 million over five years, which does 
not include any ongoing operational costs. The Department is currently issuing a request for proposals 
(RFP) this winter. Funding for the project is anticipated to come from departmental revenues, 
reallocation of current expenditures, and philanthropic support. 

 
Tables 4 and 5, below, in addition to the following narrative explain revenue and expenditure changes in the 
citywide deficit in detail. First, revenue changes will be discussed, then expenditures changes, including: changes 
to baselines and reserves; salary and benefit costs; citywide operating costs; and department specific changes. 
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Table 4: Base Case ς Key Changes to General Fund-Supported ς INCREMENTAL CHANGE 
Sources & Uses FY 2018-22 ($ in millions) 

 
  

2017-18 2018-19 2019-20 2020-21 2021-22

SOURCES  Increase / (Decrease)
General Fund Taxes, Revenues and Transfers net of items below 162.0      141.3      118.6      107.4      106.6     

Change in One-Time Sources (119.0)     76.0        (152.0)     -          -         

Use of Reserves for One-time Impacts 60.0        (60.0)       -          -          -         

Children's Fund Property Tax Setaside Revenue 11.8        9.9          3.4          3.2          3.4         

Department of Public Health Revenues (1.4)         7.3          6.8          14.3        2.7         

OCII Tax Increment (11.5)       0.1          0.0          0.1          0.1         

November 2016 Election - Revenues (net of baselines) 32.8        5.8          (0.0)         (0.0)         -         

Other General Fund Support 9.2          4.4          7.0          5.0          4.7         

TOTAL CHANGES TO SOURCES143.9      184.8      (16.3)       130.0      117.5     

USES  Decrease / (Increase)
Baselines & Reserves

Municipal Transportation Agency (MTA) Baselines (14.1)       (20.2)       (17.0)       (16.9)       (13.3)      

MTA New Central Subway -          (10.3)       (3.4)         (0.4)         (0.4)        

Children's Fund and Public Education Enrichment Fund (17.1)       (19.2)       (10.8)       (8.7)         (9.7)        

Housing Trust Fund (2.8)         (2.8)         (2.8)         (2.8)         (2.8)        

Dignity Fund (6.0)         (3.0)         (3.0)         (3.0)         (3.0)        

Recreation and Parks Baseline (3.0)         (3.0)         (3.0)         (3.0)         (3.0)        

All Other Baselines (4.2)         (4.6)         (3.3)         (3.0)         (2.9)        

Deposits to General Reserve 5.8          (0.7)         0.0          (0.3)         12.4       

Other Contributions to Reserves (5.3)         (5.5)         9.1          (0.5)         (0.5)        

Subtotal Baselines & Reserves (46.7)       (69.4)       (34.2)       (38.6)       (23.3)      

Salaries & Benefits

Annualization of Partial Year Positions (20.3)       -          -          -          -         

Previously Negotiated Closed Labor Agreements (12.6)       -          -          -          -         

Projected Costs of Open Labor Agreements (66.2)       (91.1)       (92.1)       (95.3)       (95.4)      

Health & Dental Benefits - Current & Retired Employees (25.5)       (29.2)       (33.0)       (33.0)       (35.5)      

Retirement Benefits - Employer Contribution Rates (29.9)       (6.9)         (10.3)       (26.5)       8.0         

Other Salaries and Benefits Savings / (Costs) 8.7          -          (19.8)       9.0          (1.1)        

Subtotal Salaries & Benefits (145.8)     (127.3)     (155.1)     (145.7)     (124.0)    

Citywide Operating Budget Costs

Minimum Wage (6.7)         (10.3)       (3.2)         (0.6)         (0.6)        

Capital, Equipment, & Technology 29.3        (40.4)       (10.5)       (12.7)       (23.2)      

Inflation on non-personnel costs and grants to non-profits (19.9)       (52.4)       (43.4)       (43.9)       (45.9)      

Debt Service & Real Estate (16.7)       (28.5)       (19.0)       (13.8)       (25.4)      

Sewer, Water, and Power Rates (1.9)         (4.3)         (1.5)         (1.6)         (1.5)        

November 2016 Election - Expenditures (32.8)       (5.8)         0.0          0.0          -         

Other Citywide Costs 0.2          (3.7)         (3.4)         (3.0)         (3.2)        

Subtotal Citywide Operating Budget Costs (48.5)       (145.3)     (80.9)       (75.5)       (99.9)      

Departmental Costs

City Administrator's Office - Convention Facilities Subsidy (13.4)       6.1          11.0        -          -         

Elections - Number of Scheduled Elections (0.8)         (0.3)         (5.1)         4.5          (0.3)        

Ethics Commission - Public Financing of Elections (1.3)         0.7          (0.7)         (0.0)         (0.0)        

Golden State Warriors Event Center 0.7          (0.1)         (7.7)         (0.3)         (0.3)        

Mayor's Office of Housing - HOPE SF and Local Operating Subsidy (1.2)         (4.1)         (6.2)         (4.8)         (0.7)        

Human Services Agency - Aid (5.3)         (3.1)         (3.5)         (3.3)         (3.6)        

Public Health - Operating and one-time costs for capital projects (6.8)         (6.1)         0.0          8.6          0.8         

All Other Departmental Savings / (Costs) 6.2          (0.4)         (2.5)         (3.5)         (1.1)        

Subtotal Departmental Costs (21.9)       (7.2)         (14.7)       1.2          (5.3)        

TOTAL CHANGES TO USES(262.9)     (349.2)     (285.0)     (258.7)     (252.5)    

Projected Surplus (Shortfall) vs. Prior Year (119.0)     (164.4)     (301.3)     (128.7)     (135.0)    

Cumulative Projected Surplus (Shortfall) (119.0)     (283.4)     (584.7)     (713.4)     (848.4)    

* Results of San Francisco November 2016 election are reflected here; for election details see Table 6.
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Table 5: Base Case ς Key Changes to General Fund-Supported ς CUMULATIVE CHANGE 
Sources & Uses FY 2018-22 ($ in millions) 

 
  

2017-18 2018-19 2019-20 2020-21 2021-22

SOURCES  Increase / (Decrease)
General Fund Taxes, Revenues and Transfers net of items below 162.0      303.3      421.9      529.3      635.9     

Change in One-Time Sources (119.0)     (43.0)       (195.0)     (195.0)     (195.0)    

Use of Reserves for One-time Impacts 60.0        -          -          -          -         

Children's Fund Property Tax Setaside Revenue 11.8        21.7        25.1        28.3        31.7       

Department of Public Health Revenues (1.4)         5.8          12.6        26.9        29.7       

OCII Tax Increment (11.5)       (11.4)       (11.3)       (11.3)       (11.1)      

November 2016 Election - Revenues (net of baselines) 32.8        38.6        38.5        38.5        38.5       

Other General Fund Support 9.2          13.6        20.6        25.6        30.3       

TOTAL CHANGES TO SOURCES143.9      328.7      312.4      442.4      559.9     

USES  Decrease / (Increase)
Baselines & Reserves

Municipal Transportation Agency (MTA) Baselines (14.1)       (34.3)       (51.4)       (68.3)       (81.6)      

MTA New Central Subway -          (10.3)       (13.8)       (14.2)       (14.7)      

Children's Fund and Public Education Enrichment Fund (17.1)       (36.2)       (47.1)       (55.8)       (65.5)      

Housing Trust Fund (2.8)         (5.6)         (8.4)         (11.2)       (14.0)      

Dignity Fund (6.0)         (9.0)         (12.0)       (15.0)       (18.0)      

Recreation and Parks Baseline (3.0)         (6.0)         (9.0)         (12.0)       (15.0)      

All Other Baselines (4.2)         (8.8)         (12.1)       (15.1)       (18.0)      

Deposits to General Reserve 5.8          5.1          5.1          4.8          17.2       

Other Contributions to Reserves (5.3)         (10.8)       (1.7)         (2.1)         (2.6)        

Subtotal Baselines & Reserves (46.7)       (116.1)     (150.3)     (188.9)     (212.3)    

Salaries & Benefits

Annualization of Partial Year Positions (20.3)       (20.3)       (20.3)       (20.3)       (20.3)      

Previously Negotiated Closed Labor Agreements (12.6)       (12.6)       (12.6)       (12.6)       (12.6)      

Projected Costs of Open Labor Agreements (66.2)       (157.4)     (249.4)     (344.7)     (440.1)    

Health & Dental Benefits - Current & Retired Employees (25.5)       (54.8)       (87.7)       (120.7)     (156.1)    

Retirement Benefits - Employer Contribution Rates (29.9)       (36.8)       (47.1)       (73.7)       (65.7)      

Other Salaries and Benefits Savings / (Costs) 8.7          8.7          (11.1)       (2.1)         (3.1)        

Subtotal Salaries & Benefits (145.8)     (273.1)     (428.2)     (574.0)     (698.0)    

Citywide Operating Budget Costs

Minimum Wage (6.7)         (17.0)       (20.2)       (20.8)       (21.4)      

Capital, Equipment, & Technology 29.3        (11.0)       (21.5)       (34.2)       (57.4)      

Inflation on non-personnel costs and grants to non-profits (19.9)       (72.3)       (115.8)     (159.7)     (205.6)    

Debt Service & Real Estate (16.7)       (45.1)       (64.2)       (77.9)       (103.3)    

Sewer, Water, and Power Rates (1.9)         (6.2)         (7.7)         (9.3)         (10.8)      

November 2016 Election - Expenditures (32.8)       (38.6)       (38.5)       (38.5)       (38.5)      

Other Citywide Costs 0.2          (3.5)         (6.9)         (9.9)         (13.1)      

Subtotal Citywide Operating Budget Costs (48.5)       (193.8)     (274.7)     (350.2)     (450.1)    

Departmental Costs

City Administrator's Office - Convention Facilities Subsidy (13.4)       (7.3)         3.7          3.7          3.7         

Elections - Number of Scheduled Elections (0.8)         (1.1)         (6.1)         (1.7)         (2.0)        

Ethics Commission - Public Financing of Elections (1.3)         (0.6)         (1.4)         (1.4)         (1.4)        

Golden State Warriors Event Center 0.7          0.7          (7.1)         (7.4)         (7.7)        

Mayor's Office of Housing - HOPE SF and Local Operating Subsidy (1.2)         (5.3)         (11.5)       (16.3)       (17.1)      

Human Services Agency - Aid (5.3)         (8.3)         (11.9)       (15.2)       (18.8)      

Public Health - Operating and one-time costs for capital projects (6.8)         (12.9)       (12.8)       (4.2)         (3.4)        

All Other Departmental Savings / (Costs) 6.2          5.8          3.3          (0.2)         (1.3)        

Subtotal Departmental Costs (21.9)       (29.1)       (43.8)       (42.7)       (48.0)      

TOTAL CHANGES TO USES(262.9)     (612.1)     (897.1)     (1,155.8)  (1,408.3) 

Cumulative Projected Surplus (Shortfall) (119.0)     (283.4)     (584.7)     (713.4)     (848.4)    

* Results of San Francisco November 2016 election are reflected here; for election details see Table 6.
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DETAIL BASE CASE PROJECTION 

CITYWIDE REVENUE PROJECTIONS  

¢ƘŜ ǇǊƻƧŜŎǘƛƻƴǎ ƻǳǘƭƛƴŜŘ ƛƴ ǘƘƛǎ ǎŜŎǘƛƻƴ ƘƛƎƘƭƛƎƘǘ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ /ƛǘȅΩǎ ƪŜȅ ǊŜǾŜƴǳŜǎ ƻǾŜǊ ǘƘŜ ƴŜȄǘ ŦƛǾŜ ȅŜŀǊǎΦ CƻǊ 
details on the macroeconomic context, please see the Economic Overview chapter above. For more detail on 
specific revenues, please see below.  

General Fund Taxes, Revenues & Transfers 

General Context Underlying Revenue Estimates 

This projection assumes continued but slowing growth in tax revenues during the next five years. With the 
exception of property tax revenues, which did not decline during the last recession, local tax revenues bottomed 
out in FY 2008-09 and FY 2009-10.They returned to pre-recessionary levels by FY 2011-12 one to two years 
earlier than projected at the start of the recovery. As of FY 2015-16 year end, growth rates in a number of tax 
revenues, including sales, parking, and real property transfer tax, have slowed. The pace of revenue growth 
during the projection period will depend heavily on the strength of the national economy and local technology 
industry. Overall, growth rates are projected to continue moderating through the report period.  
 
Additionally, this projection takes into account the passage of Propositions V (sugar sweetened beverage tax) 
and W (transfer tax), and the failure of Proposition K (general sales tax). Key assumptions regarding these three 
most local measures are outlined in Table 6. 
 

Table 6: Summary of San Francisco November 2016 Election  
Cumulative ($ Millions) 

 

 
 
The adopted FY 2016-17 and FY 2017-18 budget assumed increased revenues of $37.5 million in FY 2016-17, 
growing to $155.3 million starting in FY 2017-18 to support spending on homelessness and transportation. Both 
the assumed revenues and expenditures in the FY 2016-17 and FY 2017-18 adopted budget were placed on 
reserve pending the results of the election. The increase in sales tax (Proposition K) failed to garner enough 
votes to secure a majority, and as a result the Mayor cancelled the set-asides related to homelessness and 

Revenue Impact from Election

 

FY 2016-17 FY 2017-18 FY 2017-18 FY 2018-19

Sales Tax Increase - Prop. K 37.5            155.3         -             -             

Transfer Tax - Prop. W (net of baselines) -              -             27.0           27.0            

Sugar Sweetened Beverage Tax - Prop. V (net of baselines) -              -             5.8             11.6            

   Subtotal - Revenues 37.5            155.3         32.8           38.6            

Expenditure Plan from Election

Street Repaving (8.1)             (33.4)          -             -             

Transit Affordability, Muni Fleet & Facilities (7.4)             (30.9)          -             -             

Regional Transit, Complete Streets & Transit Expansion (8.7)             (36.0)          -             -             

Homelessness & Mental Health (12.1)           (50.2)          -             -             

Reserves (1.2)             (4.8)            -             -             

Election Revenue Supported Expenditures -              -             (32.8)          (38.6)          

   Subtotal - Expenditures (37.5)           (155.3)        (32.8)          (38.6)          

Total - Surplus / (Shortfall) -              -             -             -             

ADOPTED Budget PROJECTED Budget



Page 32 of 105 
 

transportation outlined in Proposition J.  The plan updates the projections starting in FY 2017-18 by reducing 
both the $155.3 million in revenue and expenditures. 
 
Voters approved two new revenue measures in November 2016, including an increase on property transfer tax 
on transactions over $5 million (Proposition W) and a tax on sugar sweetened beverages (Proposition V). These 
revenues were not assumed in the adopted FY 2016-17 and FY 2017-18 budget. The combined revenues from 
Proposition W and Proposition V, after accounting for baseline contributions, are expected to be $32.8 million in 
FY 2017-18 and growing to reach a total of $38.6 million in FY 2018-19, and are assumed in this projection. This 
report also assumes that these new revenues will be allocated to support new expenditures, and therefore have 
no net impact on projected shortfalls.  
 
Currently, there are two supplemental appropriations pending at the Board of Supervisors; one funded through 
new revenue from Proposition W for ŀ ŦǊŜŜ /ƛǘȅ /ƻƭƭŜƎŜ ǇǊƻƎǊŀƳ ŀƴŘ ŀƴƻǘƘŜǊ ŦǊƻƳ ǘƘŜ /ƛǘȅΩǎ ǊŜǎŜǊǾŜǎ ŦƻǊ ƭŜƎŀƭ 
support for immigrants.  This report does not expressly assume the passage of either of these supplementals, 
but if funded both would fit within the additional revenue projected after the election. Additionally, the Mayor 
published a plan to use some of the revenue generated from Proposition W and newly identified federal funding 
to support spending on homelessness services, Proposition E the new voter approved street tree set-aside, in 
addition to allocations for free City College and legal supports for immigrants. It is a policy choice for the Mayor 
and the Board of Supervisors on how to balance these various revenues and expenditures; this report makes no 
assumption regarding specific choices other than a financial assumption that they are balanced.  To the extent 
that final plans differ from this assumption, it will change these forecasts. 
 
Below are details on specific revenue streams included in the General Fund Taxes, Revenues, and Transfers line 
of Table 4. 
 
Property Tax 

General Fund property tax revenues are expected to grow from a budget of $1,412 million in FY 2016-17 to an 
estimated $1,760 million in FY 2021-22. General Fund property tax revenue assumptions include: 

¶ Roll growth: The locally assessed secured roll typically grows based upon an annual statewide inflation 
factor (California CPI) capped at 2% and new property value assessments triggered by changes in 
ownership or new construction. 

For FY 2017-18, the change in the California CPI (measured October-to-October of the previous two 
years) is the maximum 2%. The California CPI is assumed to remain at 2% each fiscal year through FY 
2021-22.  

For changes in ownership and new construction, it is assumed that an additional 3% of secured roll 
growth occurs in FY 2017-18 based upon year-to-date Assessor activity. For FY 2018-19 through FY 2021-
22, at least 2% of secured roll growth is anticipated each fiscal year. Current construction projects and 
changes in ownership of new, large residential and commercial buildings (anticipated to add at least $20 
million of assessed value per site) are expected to add $2.8 billion in FY 2017-18, $4.7 billion in FY 2018-
19, $1.6 billion in FY 2019-20, and $700 million in both FY 2020-21 and FY 2021-22 to the secured 
assessment roll beyond the noted percentage growth assumptions.  

The state assessed board roll and the unsecured roll comprise about 7.9% of the overall taxable 
property values in San Francisco and both tend to change in less predictable manners. In this plan, the 
board roll value is assumed to remain at the FY 2016-17 value of $3.1 billion, and the unsecured roll is 
assumed to grow at an annual rate of 1% from the FY 2016-17 value of $13.8 billion through FY 2021-22.  
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¶ Supplemental and escape assessments: Supplemental assessments capture changes in value for the 
portion of the tax year remaining following a trigger date that results in a change in the base year 
ŀǎǎŜǎǎŜŘ ǾŀƭǳŜ ƻŦ ŀ ǇǊƻǇŜǊǘȅΦ ¢ƘŜ ŜǎŎŀǇŜ ŀǎǎŜǎǎƳŜƴǘ ŎŀǇǘǳǊŜǎ ŀ Ŧǳƭƭ ȅŜŀǊΩǎ ƛƴŎǊŜŀǎŜ ƛƴ ŀǎǎŜǎǎŜŘ Ǿalue up 
to four years after the trigger date occurred. This plan assumes supplemental and escape assessment 
revenue of $185 million in FY 2015-16, declining 10% per year through FY 2021-22 as the volume and 
magnitude of escape assessments potentially decreases. Supplemental and escape assessments have 
traditionally been a significant source of variance in property tax revenues. 

¶ Anticipated future increase in AAB reserve requirements: General Fund property tax revenues set-
aside to fund Assessment Appeals Board (AAB) decisions is assumed at $0 for FY 2017-18, but then 
anticipated to step up by an additional $5 million per year from $5 million deposited in FY 2018-19 to 
$20 million deposited in FY 2021-22. The number of open assessment appeals has declined significantly 
from 7,421 at the start of FY 2014-15 with $82.6 billion in assessed value at risk down to 1,727 cases as 
of the start of FY 2016-17 with a total of $28.5 billion in assessed value under appeal. 

¶ /ƘŀƴƎŜ ƛƴ {ŀƴ CǊŀƴŎƛǎŎƻ /ƘƛƭŘǊŜƴΩǎ CǳƴŘ ǇǊƻǇŜǊǘȅ ǘax allocation factor: San Francisco voters approved 
Proposition C on November 4, 2014. Proposition C renews and increases the property tax set-aside for 
ǘƘŜ {ŀƴ CǊŀƴŎƛǎŎƻΩǎ /ƘƛƭŘǊŜƴ ŀƴŘ ¸ƻǳǘƘ CǳƴŘΦ ¢ƘŜ /ƘƛƭŘǊŜƴ ŀƴŘ ¸ƻǳǘƘ CǳƴŘ ŀƭƭƻŎŀǘƛƻƴ ŦŀŎǘƻǊ Ƙŀǎ ŀƭǊŜŀŘȅ 
increased from $0.0300 in FY 2014-15 when Proposition C passed to $0.0350 as of FY 2016-17, and the 
allocation is set to increase to $0.0375 in FY 2017-18 and to $0.0400 in FY 2018-19 on each $100.00 
valuation of taxable property. This reduces General Fund property taxes by the same factor. 

Business Taxes 

Business taxes include payroll, business registration fees, and gross receipts taxes. Revenues from business taxes 
and registration fees follow economic conditions in the City and grew strongly from FY 2010-11 to FY 2013-14 
reflecting underlying gains in city employment and wages during the period as seen in Figure 15. Business tax 
revenues are sensitive to changes in the economic condition of the City. The two main factors that determine 
the level of revenue generated by the business tax are employment and wages. As shown in Figure 15, wages 
are projected to grow steadily between 2016 and 2020 while unemployment is projected to flat-line. Overall, 
business taxes are projected to grow over the five-year time period. 
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In November 2012, Proposition E was passed to replace a 1.5% payroll tax on businesses with a tax on a 
ōǳǎƛƴŜǎǎΩ gross receipts at rates that vary by size and type of business. During this five-year period, the new tax 
structure is being phased-in as the payroll tax is phased out. The phase-in is designed to adjust tax rates in order 
to generate the same amount of revenue as the original 1.5% payroll tax. The gross receipts tax applies only to 
businesses with $1 million or more in gross receipts. Revenue collected from gross receipts tax will vary based 
on implementation factors and any policy changes. The City is beginning to implement a new and far more 
complex tax structure and revenues may be sensitive to the administrative burdens of the new system. The 
projections include an assumption of administrative and implementation risk associated with the transition to a 
new business tax structure, diminishing as it is implemented. A large component of the 8.2% growth from FY 
2016-17 to FY 2017-18 is an assumed full phase-out of these risks; underlying growth is projected to be 5% in 
that year. 

 
Figure 15: San Francisco Unemployment and Wages  

2008-2022 Actuals and Projected 

 
 

Source: U.S. Bureau of Labor Statistics, U.S. .ǳǊŜŀǳ ƻŦ 9ŎƻƴƻƳƛŎ !ƴŀƭȅǎƛǎΣ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎ CƻǊŜŎŀǎǘ 

 
  


