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Board of Supervisors
651 Pine Street
Martinez, CA 94553
RE: STATE BUDGET IMPACTS – ORAL REPORT OF AUGUST 11, 2009

The following information details my oral report regarding the discussion on State Budget Impacts at the
Board of Supervisors meeting on August 11th. I have attached the current summary the State and
County Budget issues (attachment A). These numbers are likely to change as we gather more
information, both as to the State impacts, and our County financial problems. As I indicated on
Tuesday, many issues/questions remain before specific impacts can be finalized, including:
a.
b.
c.
d.
e.

Did the Governor exceed his line item veto authority and if so, what will be the outcome?
What are the actual amounts to be cut from State Corrections?
What will happen regarding Federal Court ordered prison reductions?
How and when will the Proposition 1A borrowing be securitized?
Will the Road Fund have sufficient cash to sustain itself until the Highway User Tax
Account deferral ends sometime after January 1, 2010?
f. When will the State begin paying the County for its debts rather than issuing more IOUs?
g. When will the State repay the County for the IOUs the County is are already holding?
h. How will the State address its on going Budget shortfall?
I have attached the notes used by Joe Valentine, Director of Employment and Human Services
(attachment B) and Dr. Walker, Director of Health Services (attachment C) during yesterday’s oral
report. Based on what Joe Valentine reported, the cuts to Employment & Human Services Department
are approximately $22.5 M and will result in the elimination of approximately 71 full time equivalent
(FTE) positions, with the major impact as follows:
a.
b.
c.
d.
e.

Child Welfare Services
In Home Supportive Services
Cal Works
Medi-Cal
Other

$5.4 M
$0.4 M
$9.7 M
$3.1 M
$3.9 M

27 Social Workers
2 -3 FTEs
30 Case Workers
14 FTEs
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Do to the magnitude of the Governor’s blue pencil changes to Health Services, we do not have complete
information from Dr. Walker, but it appears that Health Services will sustain more than $2.6 M in cuts
with impacts to:
a.
b.
c.
d.
e.

Public Health – AIDS Program & Black Infant $1.4 M
Mental Health – Managed Care Program
$1.2 M
Deferral of AB 3632
AODS Prop 36 elimination
Health Plan – Healthy Families – suspend enrollment

Based on what we currently know, it is likely that the Prop 1A borrowing from the State will be
approximately $24 M, and we are likely to recommend using the California Communities Joint Powers
Agreement for the Loan Securitization Program. It is still unclear what the overall fiscal impact will be
on the County.
The Redevelopment Agency “take” is approximately $6.2 M which will impact revitalization programs
for several years. The attached memo from Jim Kennedy outlines the impacts (attachment D).
We had hoped for reimbursement from the State for the upcoming special elections. Steve Weir
estimates that it will cost Contra Costa County $3 M for the Special Congressional elections and could
be an additional $3 M if there is a domino effect causing additional elections.
The impact on our Probation Department is tied to the cuts to State Corrections, where parole, custody
and program cuts state wide will total $1.2 B and while difficult to determine the exact amount since
most impacts will be indirect, we estimate the impact at $1.2 M. The major impacts will be to:
a. Prop 36 Substance Abuse – the treatment funding is a collaboration with the Heath
Department and Courts
b. Foster Care – 10% cut may impact availability of support services
c. S.B. 678 – realignment
d. Court Cuts & Furloughs (3rd Wed of each month)
e. Group Home reduction of 10%, which significantly impacts the Chris Adams Center,
which already has viability issues
In addition to this, the Federal Court Ordered Prison Reductions of 27,000 offenders over the next two
years will have an impact on Probation case loads, but once again, it is difficult to project the impacts.
A small impact to the general fund will occur from the Governor’s line item veto of Williamson Act
funding which amounts to a loss of $61,000 to Contra Costa County. The Williamson Act contracts
between landowners and local governments are important to the state’s agricultural production and
remain in force, regardless of the availability of subvention payments. Although landowners and local
governments can non-renew Williamson Act contracts, it will not be recommended for Contra Costa
County. Once the economy rebounds, the County is hopeful that subvention payments will be available
again and the Williamson Act program will continue to have a significant, positive impact on Contra
Costa’s agriculture and land-use planning.
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While we dodged the direct hit to the Highway Users Tax Account (HUTA/Gas Tax), the State has
deferred payment until some time after January 01, 2010. This fund accounts for approximately $15 M
annually to public works. Right now we are treating it as a Cash Flow issue but it might require cuts if
payments are delayed much beyond the first of the year.
Our Cash Flow continues to be impacted by the State IOUs with the total to date of $6,599,992. We
estimate that the State will stop issuing the IOUs within the next three weeks, but it is not clear as to
when repayment will occur.
As was discussed, the State Court Cuts may impact the Sheriff and Probation Departments since the
State is taking the position that it will no longer pay Other Post Employment Benefits or pay-go retiree
health costs as these are not vested rights. This and other State expected savings to court security
contracts of 4.62%, would amount to a cut to the Sheriff’s Department of approximately $1.1 M if the
County is not successful in reversing this decision.
In addition to the State Budget cuts, we must also deal with our ongoing County Budget Issues. We
currently have a shortfall in the 2009/10 budget of approximately $19.2 M. This is due to a continuing
decline in revenue and an increase in operating costs not previously budgeted. We built the 2009/10
budget on several assumptions that have not been met.
1. Property tax based upon assessed valuation was estimated to be a minus 5% and the actual
number has come in at a minus 7.2% resulting in a shortfall of $4.5 M.
2. Our Health, Dental, and Retiree Health costs were frozen based on our negotiation strategy
of capping the costs as of January 01, 2010. The new contracts extend that period of time
resulting in costs of $2 M that were not budgeted.
3. Unemployment costs have increased as we have employee layoffs and are currently
projected to be $3 M more than budgeted, this number will increase with additional layoffs.
4. Both Public Health and Employment & Human Services Departments have not meet their
budget projections for 2009/10, in part due to realignment funding issues and are projected
to be short by approximately $4 M for each Department.
5. Prop 172 (Sales Tax Revenue) is down an additional 6.8% so far this year resulting in
shortfalls to the District Attorney’s and Sheriff-Coroner’s Budgets in addition to the $1.7
M current budget shortfall in the District Attorney’s Budget.
To address these budget issues, we will be bringing lay off requests to the Board over the next few
weeks with effective dates starting the end of September. In October we plan on presenting a
comprehensive proposal to deal with both the State Budget cuts and the County’s on going budget
issues.
Once again, we will get through this, but it will not be pleasant.
Sincerely,

David Twa
County Administrator

Attachment A

Summary of State Cuts:
1. Prop 1A
2. Employment & Human Services Department
3. Health
4. Redevelopment
5. Special Elections
6. Probation
7. Sheriff

$24.0 M
$22.5 M
$ 2.6 M
$ 6.2 M
$ 3.0 M
$ 1.2 M
$ 1.1 M

Total of State Cuts (known to date)

$60.6 M

Summary of County Budget Issues:
1. AV (minus 7.2% instead of minus 5%)
2. Health, Dental, and Retiree Health Insurance Costs
3. Unemployment
4. Public Health (current budget shortfall)
5. Employment & Human Services (current budget shortfall)
6. District Attorney (current budget shortfall)
Total County Budget Issues
Grand Total

$4.5 M
$2.0 M
$3.0 M
$4.0 M
$4.0 M
$1.7 M
$19.2 M
79.8 M

