
 

County of Santa Clara 
Office of the County Executive 

70 West Hedding Street, East Wing 11th Floor 
San Jose, CA  95110 

(408) 299-5119
www.sccgov.org  

                                  

 
FOR IMMEDIATE RELEASE                 
May 7, 2007 
           
Contact:        Gwendolyn Mitchell/Laurel Anderson 
            Office of Public Affairs 
            (408) 299-5119 

County Executive Proposes Solutions to Address  
FY 2008 Projected $227 Million Budget Deficit 

Board to Hold Public Workshops May 14, 15, 16 
 
SAN JOSE, CALIF.--Today, Santa Clara County’s County Executive Pete Kutras 
released his Recommended Fiscal Year 2008 Budget. The County’s recommended 
budget including all services, operations, capital improvements and reserves total nearly 
$3.8 billion.  The $2.2 billion General Fund Budget outlines the proposed spending 
plan for most services for the fiscal year beginning July 1, 2007.  The challenge this year 
has been to find budget solutions to close the $227.2 million General Fund shortfall.   

"The reductions and other solutions proposed to meet the projected $227.2 million 
shortfall are painfully devastating," advised Kutras.  "In some instances, it will mean the 
elimination of vitally needed community services." 

The County Executive also warned that deficits will continue into the future until 
statewide and nationwide solutions are agreed upon, especially in the areas of access to 
health care and mental health care services.  Future deficits are projected for at least the 
next three fiscal years which means that the County will have to make additional 
reductions or find new revenue sources to balance the budget in the years ahead. 

The majority of the County’s operating revenue $1.243 billion are reimbursements from 
the state or federal government for services rendered.  Only 39%, or $798 million, is 
discretionary revenue.   

"The public health, mental health, and alcohol and drug services departments rely heavily 
on discretionary funds to provide services beyond the mandated level," continued Kutras.  
"Consequently these areas are hard hit as the general fund does not have the capacity to 
continue non-mandated services at the level of past years." 
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County departments have had to make reductions totaling $145.8 million to meet budget 
targets, almost four times the amount reduced in each of the past two years.  That $145.8 
million is nearly 20 percent of the County’s discretionary revenue. 

The budget recommended to the Board of Supervisors includes the issuance of Pension 
Obligation Bonds, the prepayment of the County’s PERS contributions, a 9-1-1 fee, and a 
potential Sheriff County Service Area or Mello-Roos Community Facilities District for 
unincorporated portions of the county.   

Pension Obligation Bonds 

The issuance of Pension Obligation Bonds (POBs) will enable the County to eventually 
retire the current unfunded liability debt with CalPERS.  They also will yield more 
favorable interest rates than the County’s current payments to CalPERS.  The first 
issuance of POBs is expected to bring Santa Clara County about $6.8 million in on going 
savings during FY 2008 in addition to a one time savings of a $6.2 million. The two 
successive bonds, if issued, and when coupled with the prior issuances could yield 
savings of $13.6 million in year two and $20.4 million in year three. The debt service on 
the bonds is estimated to cost the county between 5 and 6 percent annually, lower than 
the current CalPERS interest rate.  

Prepayment of the County’s PERS contributions

The County will also save by taking advantage of a program offered by CalPERS by 
prepaying the annual employer contribution to CalPERS. The net savings to the County is 
estimated to be $10.1 million. 

9-1-1 Fee 

The proposed 9-1-1 telephone fee of $1.60 per line, per month is expected to bring in 
$1.5 million annually.  The fee also would apply to cell phones. 

Limited Use of One-Time Funds

For the past few years, the County has been forced to use one-time funds to help balance 
the budget.  Kutras is recommending a more limited use of one-time funds in a way that 
does not contribute to increased future deficits.   

The planned limited use of one-time funds for FY 2008 totals $74.7 million. $15.2 
million of this $74.7 million total is to bridge to the April, 2008 start of the 9-1-1 fee and 
the eventual second and third issuances of Pension Obligation Bonds in FY 2009 and FY 
2010.  Therefore, the actual reliance of one-time funds that do not have future ongoing 
replacement revenue is $59.5 million and is consistent with prior plans on the use of one-
time funds.   
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Position Reductions  

A net of 480 full time equivalent positions will have been eliminated from the budget 
if it is approved as recommended. Positions will have been eliminated from executive 
management, supervisory, and line staff, maintaining the current countywide staff-to-
supervisor ratio. Actual layoffs will occur in January 2008 to coincide with anticipated 
additional retirements that may occur by December 2007. 

Budget Workshops 

The Board of Supervisors will make the final decisions on the Recommended Fiscal Year 
2008 Budget.  Public workshops have been scheduled during May to review the proposed 
recommendations.  A detailed list of the workshops is attached. Budget hearings and final 
decisions will take place in June. 

Details of the Fiscal Year 2008 Budget are available under “Hot Items” on the County’s 
website: www.sccgov.org. 
 
Attachment - Budget Workshop Schedule 
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