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County Executive Releases FY 2007 Recommended Budget 
Predicts Bleak Future And Drastic Cuts in Prevention Services  

 
SAN JOSE, CALIF.—Today, County Executive Pete Kutras released the Fiscal Year 2007 

Recommended Budget for the County of Santa Clara, predicting a bleak future of continuing budget 

deficits at least until FY 2010, including a $164.6 million deficit for Fiscal Year 2007, beginning July 1, 

2006.  
 

The FY 2007 recommended budget seeks to maintain essential service levels. To do so, requires $40.8 

million of ongoing reductions, $27.5 million (67%) of which comes from Santa Clara Valley Medical 

Center (SCVMC). Additionally, the budget uses $123.8 million of one-time funds to support ongoing 

operations, of which $77 million (62%) comes from SCVMC budget reserves.  As in past fiscal years, 

the County will continue to restrict new expenditures unless they are required/mandated or are revenue-

positive, including limiting any required homeland security/health threat expenditures; restrict new 

services unless they are revenue-backed, or are mandated; restrict new policy initiatives to only those 

designed to reduce actual expenditures and costs; and continue to explore ways to reduce costs or 

increase efficiencies. 

 

Of necessity, one-time funds from Safety Net Reserves will be used to provide for essential services, 

including County readiness in the event of an outbreak of Pandemic Flu. Even essential services such as 

these are being funded with one-time funds, due to the shortfall of ongoing monies available to the 

County. 

 

“After this fiscal year, the future looks worse,” Kutras said. “We are providing needed services but there’s 

no future funding to continue at this level.”  
 

-more- 
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Fiscal Year 2007 reductions may well represent a last gasp effort at continuing to provide needed 

services. The County faces a projected $497.5 million in additional deficits between FY 2008 and FY 

2010. The projected deficits are $161.4 million for FY 2008, $163.3 million for FY 2009, and $169.8 

million in FY 2010.  “The future is appalling,” Kutras said.  
 

The County faces several challenges in the future, including:  

• County budget deficits projected through FY 2010 totaling nearly $500 million 
• Federal budget reductions beginning in FY 2008 
• Uncertain State support for mandated services 
• State-mandated hospital seismic remediation costs that could exceed $1 billion in capital costs 

by 2030 
• Uncertain future Medicaid waiver and Disproportionate Share funding for SCVMC, which puts 

at risk tens of million of dollars per year 
• Increased costs of goods and services such as pharmaceuticals, health care, and fuel. 
• The future recruitment and retention of staff as “baby boomers” retire. 

 

“We have been shaving off some here and some there over the past few years while trying to maintain 

service levels,” Kutras said.  “By working harder and more efficiently, and finding creative stop gap 

measures, we thought we could reach a level of sustainability and avoid drastic service cuts. Beginning 

in Fiscal Year 2008, that just isn’t possible.” 

 

During the past three years, the County has implemented expenditure reductions and revenue sources 

totaling $640 million, including eliminating vacant positions, freezing hiring, offering early retirement 

to eligible employees and reducing services.  When combined with FY 2007 proposed solutions this 

will total over $800 million in deficit solutions. 
 

Similar to an individual’s personal budget using savings and checking accounts, the County has been 

forced into using some of its savings (one-time reserves) to put funds in the checking account (County 

operating budget) in order to deliver essential services. This is not sustainable in future years.  
 

“The level of ongoing reductions needed for FY 2008-FY 2010 will cause perilous service reductions to 

all who receive County services or depend on County funds to provide services, whether they are 

individuals, cities, community-based organizations or others,” Kutras said. “We will likely be required 

to make decisions that may result in the elimination of entire functions or departments, and move away 

from discretionary prevention services. Ultimately this will result in a higher level of acute service 

demands in our health and hospital system, public safety and justice programs, and social services.” 

-more- 
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State and federal funding aggravates the County’s deficit even further. State support as part of the 

general fund has been shrinking since Fiscal Year 2003, dropping from 41.2% down to a predicted 

33.4% this fiscal year. State support for health and human services has dropped 16.5% over the past 

four years, the County Medicaid reimbursement rate for hospital-related services has not been adjusted 

in 15 years, and the State has not adjusted reimbursements for the cost to provide welfare services since 

FY2001.  Federal support is also beginning to decline from 22.2% in FY 2006 to 21.3% in FY 2007 due 

to federal budget reductions in domestic spending. 

 

The County has not yet addressed budget solutions for possible State and Federal reductions. The 

County expects to hold two sets of Budget Hearings, one in June to balance the local budget, and one in 

the fall for State and Federal reductions.  

 

BUDGET WORKSHOP SCHEDULE - Board Chambers, 70 W. Hedding Street, San Jose 
May 16, 2006 - 1:30 p.m.  
* Budget Overview 
* General Government Departments -Board of Supervisors, Clerk of the Board, County Executive’s 
Office, County Counsel, Registrar of Voters, Information Services Department, and County Library 
 
May 16, 2006 - 6:30 p.m.  
* Health and Hospital  – Valley Medical Center, Children’s Shelter and Custody Health Services, 
Community Outreach Services, Valley Health Plan, Mental Health, Public Health, and Drug and 
Alcohol Services 
 
May 17, 2006 - 1:30 p.m.  
* Continuation of General Government and Housing, Land Use, Environment and 
Transportation - Assessor, Facilities and Fleet, Capital Programs, Procurement, County 
Communications, and Employee Services Agency, Finance Agency, Planning and Development, 
Agriculture and Environmental Management, Parks and Recreation, and Roads and Airports 
Department. 
 
May 17, 2006  - 6:30 p.m.  
* Children, Seniors and Families - Department of Child Support Services, In Home Supportive 
Services, Social Services Agency 
 
May 18, 2005 - 1:30 p.m. 
* Public Safety and Justice - Office of the Sheriff, Medical Examiner-Coroner, Office of the District 
Attorney, Office of the Public Defender, Office of Pretrial Services, Probation, Department of 
Correction 
 
BUDGET MESSAGE ATTACHED - FY 2007 Recommended Budget is located at 
www.sccgov.org under Hot Items 
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