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County of Santa Clara Board Discusses Updated 
Budget Shortfall  

 
SAN JOSE, CALIF.--The County of Santa Clara Administration has updated its 

estimates of the Fiscal Year 2004 Budget Shortfall.  Based on December tax revenue 

estimates, the County now expects the projected gap in fiscal year 2004 to be more than 

$100 million.  In a report discussed today at the Board of Supervisors meeting, officials 

indicated that the conservative 3% growth in fiscal 2004 revenue assumed last October 

will not be realized.  Now the projection is that revenue will actually decline from Fiscal 

Year 2003 to 2004. 

 

The new $100+ million shortfall projection is due to a substantial drop in revenue and 

does not include impacts of the Governor’s budget adjustment proposals released last 

Friday.  One key indicator is the County’s share of the Public Safety Sales Tax.  In fiscal 

year 2002, the County’s share of the Public Safety Sales Tax was $175 million.  It now 

appears that the County's share will drop by $16 million for the current fiscal year (2003). 

 

“The magnitude of this budget shortfall is historically unprecedented,” said County 

Executive Richard Wittenberg.  “Several factors have converged to contribute to the 

problem.” 
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In addition to the drop in Public Safety Sales Taxes, in fiscal year 2004 Valley Medical 

Center estimates that it will need an increase in General Fund subsidy of $50 million to 

maintain its current level of service.  The County's current projections include an increase 

of $30 million in subsidy; how to address the difference will be one of many issues front 

and center in budget discussions in the coming months.  Previously negotiated salary 

adjustments are included in the expenditure projections, continuing to cover the unfunded 

liability in the Retiree Health Program ($10 million) with one-time funds and using the 

current methodology for funding workers compensation and liability insurance.  The 

most significant variable is an absolute decline in discretionary revenue collections. 

 

Impact from Sacramento not included 

On last Friday, in the proposed State Budget, the Governor outlined two dramatic 

changes in funding for counties – the elimination of the Vehicle License Fee (VLF) 

backfill, scheduled to go into effect in February 2003 and a Realignment that would shift 

responsibility for major programs from the state to counties.   The elimination of the VLF 

backfill would result in an annual loss of approximately $80 million for Santa Clara 

County.  Since the proposed effective date is February 2003, the County’s actual loss of 

VLF backfill revenue could be $50 million through June 2003. In fiscal year 2004, that 

revenue loss could grow.  Several other changes are proposed and county analysts are 

reviewing them to assess their impact. 

 

The other major change in the Davis plan - Realignment II - would shift program 

responsibility for a number of major programs including child welfare, child care, foster 

care, substance abuse, mental health, Food Stamps and CalWORKs administration; IHSS, 

court security, and Medi-Cal long-term care from the State to counties.  In return, 

counties would receive a dedicated revenue stream from $8 billion in new taxes – a 1% 

increase in the sales tax, reinstatement of the personal income tax (PIT) for upper-income 

individuals, and a $1.10 per pack increase in the cigarette tax. 

 

“The loss of the Vehicle License Fee backfill would be devastating to the County of 

Santa Clara,” said Supervisor Blanca Alvarado, Board Chairperson.  “During the last few 

years, the Board has created a number of programs to help the most needy people in this 

County.  These revenue losses undermine those efforts.” 

-more- 
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 “It is difficult to assess the impact of the realignment proposal since multiple revenue 

streams are included,” Alvarado continued.  “We are concerned because, to keep pace 

with the growing demand for services, there has to be adequate reliable revenue sources. 

 

Strategies to Balance the County’s Budget 

There follows a summary of budget reduction options currently under consideration:  

 Utilizing Reserve for Economic Uncertainty ($3 million) 

 Elimination of positions vacant for more than 12 months ($2 million) 

 Allocation of $10 million from the contingency reserve to mitigate impact on direct 

services. 

 Increasing departmental salary savings targets by 1%, requiring departments to leave 

open positions that become vacant ($4.8 million). 

 Reviewing all financial policies, including how worker compensation and liability 

insurance are funded. 

 Modification of procedures and processes that might yield countywide savings. 

 Identification of local fees controlled by state statute to develop legislative proposals. 

 Assignment of department/agency reduction targets that reflect Board priorities - the 

least to the greatest impact in the following order - “safety net” departments, public 

safety agencies and general government. 

 

Because of its prudent fiscal management, the County of Santa Clara was able to weather 

the first round of budget adjustments required last year.  However, this year it will be 

more difficult and will require dipping deeper into reserves and making a number of 

changes in policies, services and programs.  The next step is for County departments to 

determine how to meet the new budget targets.  The budget-balancing job was made a bit 

tougher by Friday’s news from Sacramento. 

 

(More details are provided in the Budget Reduction Strategy for 2004 and FY 2004 

Budget Strategy Statement) 

http://www.sccgov.org/scc/assets/docs/193452TMPKeyboard200414106.pdf 

http://www.sccgov.org/scc/assets/docs/193455TMPKeyboard200414122.pdf 
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