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• Expenditures – All Funds:  
The FY 2013-14 Recommended Budget includes $4,554,056,210 in expenditures 
for all funds, which is $358,051,741 (8.5 percent) more than the $4,196,004,469 
budget adopted in FY 2012-13. 

• Positions – All Funds: 
The Recommended Budget for FY 2013-14 also includes 15,648.4 positions, or 
309.7 positions (2.0 percent) more than the 15,338.7 positions approved by the 
Board as of July 1, 2012. 

• Expenditures – General Fund: 
The General Fund portion of the FY 2013-14 Recommended Budget includes 
$2,420,349,372 in expenditures, which is $182,804,922 (8.2 percent) more than the 
$2,237,544,450 budget adopted in FY 2012-13. 

• Positions – General Fund: 
The Recommended General Fund Budget for FY 2013-14 includes 8,908.9 
positions, or 140.8 positions (1.6 percent) more than the 8,768.1 positions 
approved by the Board as of July 1, 2012. 

• Revenues:  
FY 2013-14 County-wide revenues increased from $4,036,331,003 to 
$4,326,981,604, which is an increase of $290,650,601, or 7.2 percent.  General Fund 
revenues increased from $2,109,860,707 to $2,235,999,372, which is an increase of 
$126,138,665, or 6.0 percent. 
 

• Valley Medical Center:  
The FY 2013-14 Recommended Valley Medical Center budget amounts to 
$1,243,515,835, or 28.7 percent of the entire County budget, and includes 5,251.4 
authorized positions, which represents 33.6 percent of the total County 
workforce. The FY 2013-14 recommended operating budget, including debt 
service, amounts to $1.154 billion, or $135.4 million (13.3%) more than the $1.018 
billion FY 2012-13 Board approved budget. 

The attached table summarizes our revenue and expenditure recommendations within 
Budget Units.  Detailed explanations of our recommendations are provided in the body 
of the report.  In total, this report includes General Fund and other recommendations 
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BU Various – Health, Social Services and Public Safety N/A 
 

Realignment Sales Tax, FY 2012-13 Fund Balance Increase 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Incr./(Decr.) 
 
BU 921-VMC 
4412100-State Realignment Health $8,692,215 $10,385,089 $1,692,874 
 
BU 410-Public Health 
4412100-State Realignment Health 2,211,216 2,641,867 430,651 
 
Various Budgets 
4405095-State Realignment-Public Assistance    63,140,506    63,938,708      798,202 
 
Total Fund Balance Increase $74,043,937 $76,965,664 $2,921,727 

 
The State of California collects a 0.5 percent sales tax on all taxable sales in California, 
and apportions the revenues to local governments to fund health and social services 
programs as part of a realignment of State and local responsibilities adopted in 1991. 
There are separate significant apportionments of this tax included in the budgets of the 
Social Services Agency, Public Health Department, and Santa Clara Valley Medical 
Center, and much smaller amounts allocated to several public safety departments.  
 
This revenue comes to the County in two forms, monthly sales tax disbursements 
provided by the State against a base amount of revenue the County is scheduled to 
receive, and a separate growth payment, based on historical growth in social services 
caseloads, and a general growth payment allocated based on a formula developed by 
the California Department of Finance, that is paid in years where statewide sales tax 
collections are higher than is needed to pay the base amounts to all counties. 
 
The Management Audit Division and the Office of Budget and Analysis collaborate 
closely in tracking this revenue source during the fiscal year. Based on an ongoing 
review of projected sales tax collections Statewide for FY 2012-13, and review of 
realignment sales tax disbursements to the County to date, we project that the County 
will receive a growth payment of $5,151,222. This amount represents a caseload growth 
payment of $379,604 representing caseload growth payments owed to the County from 
the 2011-12 fiscal year, with the remainder a general growth payment, the first time in 
many years such payments have been made by the State. We expect this payment to be 
made sometime this fall. However, the growth payment is attributable to sales tax 
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collections during Fiscal Year 2012-13, and the County has normally accounted for such 
payments in the year to which the revenue growth is attributable. Accordingly, fund 
balance should be increased by this amount. 
 
 
Budget Units 110 & 511–Controller-Treasurer/Social Services Agency N/A 
 

Realignment Vehicle License Fees, FY 2012-13 Fund Balance Increase 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Incr./(Decr.) 
 
BU 110 & 511-Controller/SSA  
4403100-State Motor Vehicle  $33,796,465 $36,478,736 $2,692,271 
 
This revenue account represents a portion of vehicle license fees that is provided by the 
State to support health and social services programs under the 1991 realignment of State 
and County funding and responsibilities. These revenue sources are separate from the 
revenues provided under the new 2011 Realignment of selected public safety, health 
and social services programs. A portion of the revenues are budgeted in the Office of 
the Controller budget, and then are transferred to other departments to fund health and 
social services programs, while another portion is budgeted directly in the Social 
Services Agency to support CalWORKS. We project this revenue source by looking at 
current-year collections, and attempting to forecast future Statewide receipts of vehicle 
license fee revenues, which are strongly influenced by the overall number of vehicles in 
the State, and by new car sales. Like the sales tax revenues, this revenue comes to the 
County primarily as monthly payments against an annual base amount, with the 
County receiving growth payments if the State collects more revenue than needed to 
pay the base amounts. If revenues fall short of the base amount, all counties share in the 
loss. 

Year-to-date receipts from this revenue source Statewide are very strong, increasing by 
about 6.5 percent on a year-over-year basis for the months of September 2012 through 
May 2013. Furthermore, the most recent report from the California New Car Dealers 
Association, issued last month, found that the volume of new vehicle registrations for 
the first three months of Calendar Year 2013 was 12.6 percent higher than for the same 
period in the prior year. This followed year-over-year volume increases of 25.5 percent, 
25.4 percent and 30.9 percent for the prior three quarters. 

Based on the 6.5 percent increase Statewide receipts, we estimate the State will collect 
$136,593,818 more in vehicle license fee revenues in FY 2012-13 than are needed to pay 
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for the base payments to all counties. This amount will therefore be available for a 
general growth payment to all counties, the first time in many years this has occurred. 
Based on the allocation formulas provided by the State for allocations of this money 
among counties for health programs, CalWORKS and other social services programs, 
we project the County will receive a growth payment of $5,053,451 from this source in 
the fall. Due to the fact that this revenue is attributable to collections if Fiscal Year 2012-
13, and the County’s historical practice of accounting for such revenues in the year to 
which the revenue collection is attributable, this growth payment should be accounted 
for by increasing fund balance by $2,692,271. 
 
 
Budget Unit 110 – Controller-Treasurer  Page 212 
 

Redevelopment Termination, FY 2012-13 Fund Balance Increase 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Incr./(Decr.) 
BU 110-Controller  
4001600-Property Taxes-Others $2,809,873 $4,529,650 $1,719,777 
 
This account was established to receive one-time revenue from the termination of 
redevelopment agencies in cities within the County of Santa Clara. This revenue comes 
to the County, school districts and other entities that receive property taxes, as the 
successor agencies to the RDAs liquidate cash, land and other assets from the former 
RDAs. The Office of the Controller is responsible for distributing these assets to the 
County and other taxing entities. 
 
Prior to the issuance of the Recommended Budget, this account had received $2.8 
million in the current fiscal year, primarily from affordable housing funds in various 
RDAs that were not committed to projects. Subsequently, the County and the State 
reached agreement with the City of Morgan Hill on liquidation of additional assets, and 
received payment in the amount of $1,719,777, including monies that, had the RDA not 
existed, would have gone to the County out of the standard 1 percent property tax rate, 
and to the County’s retirement fund from an additional percentage of the property tax 
as previously approved by County voters. Due to the receipt of the check during Fiscal 
Year 2012-13, the Controller determined this money should be accounted for as current-
year revenue, and thus represents an increase in the year-end fund balance of 
$1,719,777.  
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BU Various – Health, Social Services and Public Safety N/A   
 
State Realignment-Local Revenue 2011 
By Trust Fund Account and County Department 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Incr./(Decr.) 
 
Behavioral Health Account  
DADS and Mental Health Dept. 34,765,790 35,746,144 980,354 
 
Law Enforcement Services Account 
District Attorney 296,640 308,057 11,417 
Public Defender 296,640 308,057 11,417 
Sheriff-Court Security 29,505,176 30,347,255 842,079 
Crim. Just. System-wide Costs 40,000,000 39,992,959                    (7,041) 
Probation 3,441,477 3,506,575 65,098 
 
Total Net Additional Revenue $1,903,324 
 
Under the 2011 Realignment Law, the County receives sales tax money from the State to 
pay for functions previously funded from the State general fund. The allocations among 
the various departments are based on the allocation of sales taxes collected by the State, 
equal to a rate of 1.0625 percent, to various accounts reflecting various functions to be 
funded. The allocations in each of these accounts among the 58 counties in turn reflect 
county-by-county allocations included in the 2011 Realignment Law, or allocations 
developed by the California Department of Finance. 
 
The budget changes recommended here reflect the Management Audit Division’s latest 
estimate of State sales tax collections in the 2011 Realignment Fund. Our estimates 
reflect slight differences between our projections and those of the State Department of 
Finance, in two areas. First, we anticipate that the State will collect about $52 million 
more in 2011 Realignment sales taxes during FY 2012-13 than does the DOF in the May 
Revision to the State budget. Our estimate is based on year-to-date collections of the 
sales tax revenue as compared to the amount originally budgeted by the State. Second, 
the May revision assumed, as did the January State budget, that some sales tax monies 
would have to be transferred to a separate account that funds certain 2011 Realignment 
public safety programs, because vehicle license fee revenues would fall short of what is 
needed to fully fund that account. We disagree, based on year-to-date VLF collections, 
and confirmed with a representative of the DOF that its staff did not review the status 
of VLF collections for the May Revise. The result of those two differences is that our 
forecast anticipates more sales tax money being collected than is needed to fully fund 
2011 Realignment requirements in FY 2012-13. Under the 2011 Realignment law, such 

 
4



Review of the County of Santa Clara FY 2013-14 Recommended Budget 

Board of Supervisors Management Audit Division 
 

excess revenue collections become part of the revenue available to fund 2011 
Realignment programs in FY 2013-14. 
 
We will continue to monitor this new program, in concert with the Office of Budget and 
Analysis, during the fiscal year, in order to quickly advise the Board of any changes to 
the revenue estimates. One source of uncertainty is that the county-by-county allocation 
of funds for certain programs in FY 2013-14 is supposed to be based on schedules 
developed by the California Department of Finance. Those schedules will not be 
released until September. Accordingly, we have used the 2012-13 percentage allocations 
to Santa Clara County in making our estimates. The net benefit of the adjustments we 
recommend is to increase budgeted revenue from the 2011 Realignment program by 
$1,903,324. 
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BU Various – Health, Social Services and Public Safety N/A 
 
Realignment Sales Tax 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Incr./(Decr.) 
 
BU 921-VMC 
4412100-State Realignment Health $8,692,215 $10,385,089 $1,692,874 
 
BU 410-Public Health 
4412100-State Realignment Health 2,211,216 2,641,867 430,651 
 
Various Budgets 
4405095-State Realignment-Public Assistance    70,736,223    71,534,425       798,202 
 
Total Revenue Increase $81,639,654 $84,561,381 $2,921,727 
 
The State of California collects a 0.5 percent sales tax on all taxable sales in California, 
and apportions the revenues to local governments to fund health and social services 
programs as part of a realignment of State and local responsibilities adopted in 1991. 
This is separate from the 2011 Realignment related to other health, social services and 
law enforcement programs. There are separate apportionments of this tax that are 
included in the budgets of Valley Medical Center, the Public Health Department, 
District Attorney, Public Defender, Probation, Department of Correction and the Social 
Services Agency. Because these revenues come from the same source, and are analyzed 
using the same technique, Management Audit staff and the County Executive have 
historically analyzed them as a lump sum, rather than in the separate accounts, and 
regularly monitor receipts throughout the fiscal year, allocating the total change in 
revenue to the various departments. This revenue is distributed by the State in two 
forms, monthly payments that add up to a base amount, and growth payments that 
occur after the end of the fiscal year, when Statewide collections exceed the amount 
necessary to pay the base amount. 
 
After several years in which this revenue was adversely affected by the Statewide and 
national recession, this revenue is again rising, based on the Statewide increase in 
taxable sales that reflects the current economic recovery. As discussed in the fund 
balance section of this report, for the current fiscal year, Management Audit staff 
projects Statewide collections of about $2.84 billion, based on year-to-date results, which 
is about $136 million more than is needed to pay the FY 2012-13 base amount, and will 
result in a growth payment to the County of $5.15 million for FY 2012-13, as discussed 
in the fund balance section of the report. The base amount paid by the State to counties 
in a fiscal year is supposed to equal the total payments made by the State to the 
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counties, including both base payments and growth payments, in the prior fiscal year. 
Therefore, the amount budgeted from this revenue source in FY 2013-14 should be 
increased by $5,151,222, equaling the amount of the growth payment we expect will be 
received for FY 2012-13. We note that the increase proposed in Revenue Account 
4406120 for Social Services Agency CalWORKS funding is in addition to a separate 
increase in vehicle license fee revenue discussed elsewhere in this report. We will 
continue to monitor this revenue source in concert with the Office of Budget and 
Analysis in FY 2013-14 for receipt of the growth payment, and any other trends in the 
receipt of this revenue. 
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Budget Unit 110 – Controller-Treasurer Department Page 241     
 
Revenue Account 4813420   E Payables Rebate 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Increase 
 
 $170,000 $270,000 $100,000 
 
This revenue account receives vendor rebates for prompt payment by the County under 
the E Payables program, which was developed by the Center for Leadership and 
Transformation two years ago to identify specific vendors willing to receive payment 
via a preloaded debit card for a specific payment, rather than either a County warrant 
or an Automated Clearinghouse Payment, which take longer to process. 
 
Revenue from this program has increased steadily, from $120,000 in FY 2010-11, to 
about $190,000 in FY 2011-12, to more than $354,000 so far in the current fiscal year. 
Based on these results, we recommend raising the budgeted revenue for FY 2013-14 by 
$100,000, to $270,000, which we believe is conservative given the current results. 
 
The Department concurs with this recommendation, stating that while this revenue 
could potentially be as high as $400,000, and that her staff is working collaboratively 
with Bank of America to identify and recruit eligible vendors, it is possible that 
program participation could decline, because vendors have chosen to drop out in the 
past. Therefore, the Department believes our proposed increase is reasonable. 
 
Revenue Account 4001500   Property Tax-RPTTF Residual 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Increase 
 
 $5,500,000 $6,000,000 $500,000 
 
The Property Tax – Redevelopment Property Tax Trust Fund (RPTTF) account receives 
revenues distributed semi-annually from the successor agencies to the former 
redevelopment agencies in Santa Clara County cities to the County and other taxing 
entities that are supposed to receive property taxes as a result of the termination of 
redevelopment agencies by the State. At the time the Recommended Budget was being 
developed, the Controller-Treasurer had not yet completed its estimate of the amount of 
money expected to be received from this source in FY 2012-13. In response to our 
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request for information on how this revenue was budgeted, the Department provided 
an estimate that FY 2012-13 receipts would be $6,112,728. This amount included a 
$270,943 “true-up payment last June which was considered a one-time receipt, and two 
payments totaling about $5.84 million that are considered ongoing. Based on the 
amount of the ongoing payments, the Department said this revenue account should be 
revised to $6 million for FY 2013-14.. The County’s receipt of these monies is expected to 
grow over time, as the successor agencies pay off bonds and other obligations of the 
former redevelopment agencies, freeing up additional property tax revenues for 
distribution to the other taxing entities. The Controller reported that this same 
information was provided to the Office of Budget and Analysis as part of the Period 10 
Fiscal Status Review, in the same time frame as our request, and that both the 
Controller and OBA concur with the change. 
 
Revenue Account 4403100 State-Motor Vehicle License Fees 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Incr./(Decr.) 
 
 $33,796,465 $36,478,736 $2,692,271 
 
This revenue account represents a portion of vehicle license fees that is provided by the 
State to support health and social services programs under the 1991 realignment of State 
and County funding and responsibilities. These revenue sources are separate from the 
revenues provided under the new 2011 Realignment of selected public safety, health 
and social services programs. A portion of the revenues are budgeted in the Office of 
the Controller budget, and then are transferred to other departments to fund health and 
social services programs, while another portion is budgeted directly in the Social 
Services Agency to support CalWORKS. We project this revenue source by looking at 
current-year collections, and attempting to forecast future Statewide receipts of vehicle 
license fee revenues, which are strongly influenced by the overall number of vehicles in 
the State, and by new car sales. Like the sales tax revenues, this revenue comes to the 
County primarily as monthly payments against an annual base amount, with the 
County receiving growth payments if the State collects more revenue than needed to 
pay the base amounts. If revenues fall short of the base amount, all counties share in the 
loss. 

As noted in the fund balance portion of this report, year-to-date receipts from this 
revenue source Statewide are very strong, increasing by about 6.5 percent on a year-
over-year basis for the months of September 2012 through May 2013. Furthermore, the 
most recent report from the California New Car Dealers Association, issued last month, 
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found that the volume of new vehicle registrations for the first three months of 
Calendar Year 2013 was 12.6 percent higher than for the same period in the prior year. 
This followed year-over-year volume increases of 25.5 percent, 25.4 percent and 30.9 
percent for the prior three quarters. 

Based on the 6.5 percent increase Statewide receipts, we estimate the County will 
receive a growth payment of $5,053,451 from this source in the fall, which is discussed 
separately in this report as an addition to the Fiscal Year 2012-13 year-end fund balance. 
Since the amount of the base payments from this revenue source received by a County 
in one fiscal year is supposed to reflect the total amount of revenue received in the prior 
fiscal year, including any growth payments, the FY 2013-14 budgeted amount should be 
increased to reflect the impact of the FY 2012-13 growth payment we expect. 
Accordingly, the budgeted FY 2013-14 amount should be increased by $2,692,271, to 
match the total revenue we project will be received in FY 2012-13. 
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Budget Unit 114 – County Clerk-Recorder’s Office Page 241     
 
Revenue Account 402030    Real Property Transfer Tax  
  
 County Executive Management Audit Revenue  
 Recommended Proposed Increase 
 
 $21,500,000 $21,960,000 $460,000 
 
Pursuant to the authority granted under State Revenue and Taxation Code, the Board of 
Supervisors imposes a tax on any document transferring an ownership in Real Property 
(grant deed, for example) in the County (see Section A30-33 of the County Code of 
Ordinances).  This tax is commonly known as the Documentary Transfer Tax or County 
Transfer Tax.   
 
The County Transfer Tax is currently set at a rate of $0.55 per $500.00 of the sales price 
of the property to be transferred, and is part of the revenue that is generated by the 
County Clerk-Recorder’s Office.   
 
The County Clerk-Recorder is responsible for recording the ownership transfer 
documents and collecting the County Transfer Tax.  For FY 2013-14, OBA projects that 
County Transfer Tax receipts will increase by 27.3 percent, from $16.9 million to $21.5 
million.  This projection is included in the County Clerk-Recorder’s FY 2013-14 
recommended budget. 
 
(Note that the amount of actual receipts of County Transfer Tax is a function of both 
ownership transfers and sales prices.  In other words, if either ownership transfers or 
sales prices are down, it is likely that revenue from transfer taxes is also down.  
Alternately, if either ownership transfers or sales prices are up, then revenue from 
transfer taxes is likely up too.) 
 
The recommended budget amount is comprised of a combination of current year actual 
receipts plus estimated amounts based on prior year actual receipts. The estimate 
consists of the current year monthly receipts for the first nine months of the fiscal year.  
The remaining three months are based on the current year’s monthly average, modified 
by the prior year’s monthly percent change for the final three months of the fiscal year.  
However, as a result of a spike in sales due to the planned expiration of the Mortgage 
Forgiveness Debt Relief Act of 2007 on December 31, 2012, the December receipts were 
unusually large.  Therefore, the FY 2013-14 budgeted revenue excludes the 2012 
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December receipts ($3.5 million), and instead uses the December 2011 receipts, which 
were lower ($1.6 million). 
 
Because the Mortgage Forgiveness Debt Relief Act has been extended by one year to 
December 31, 2013, we believe that ownership transfers will spike again in December 
2013.  However, the amount of County Transfer Tax to be collected in December 2013 is 
unlikely to match the amount collected in December 2012, because many taxpayers 
already took advantage of the Debt Relief Act exemption in prior years, and if home 
values continue to rise, then distressed property sales could go down (i.e., foreclosures).  
Indeed, according to RealtyTrac (an online, real estate information company) as of April 
2013, the number of properties that received a foreclosure filing in the County was 6 
percent lower than the previous month and 64 percent lower than the same time last 
year.1   
 
Accordingly, we project that County Transfer Tax receipts in FY 2013-14 will total 
$21,960,000.  This projection exceeds OBA’s projection by $460,000, and is based on the 
same methodology used by OBA, except that our projection not only accounts for the 
fact that the Mortgage Forgiveness Debt Relief Act was extended to December 31, 2013, 
which will likely lead to another spike in ownership transfers at the end of this year, but 
it also tempers that anticipated spike by replacing the 2012 December receipts with the 
average of the 2011 and 2012 December receipts ($2.6 million).   
 
In addition, because sales prices are rising, and revenue from transfer taxes is partly a 
function of sales prices, we believe our increase to the recommended budget amount is 
reasonable.  According to the County Assessor as of May 20, 2013, single family home 
values in the County are up 4 to 24 percent, and condominiums are up 13 to 46 percent, 
over the last two years.2  Assuming values hold steady, most if not all home sales that 
occur in FY 2013-14 will generate higher transfer tax revenues than the same sales 
would have generated in FY 2011-12 or FY 2012-13.  
 
Therefore, it is recommended that the County Clerk-Recorder’s budget be adjusted to 
increase County Transfer Tax receipts in FY 2013-14 by $460,000, from $21,500,000 to 
$21,960,000. 
                   
 

                                                 
1 http://www.realtytrac.com/statsandtrends/ca/santa-clara-county 
2 https://www.sccassessor.org/ 
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Budget Unit 120 – County Counsel Page 121 
 
Revenue Account 4706100   Legal Services 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Increase 
 
 $350,000 $450,000 $100,000 
 
This revenue account contains funds received as reimbursement for legal services 
provided to the Public Administrator Guardian Conservator’s Office (PAGC). The 
County Counsel’s office charges the PAGC on an hourly basis for legal work performed 
by the attorneys and paralegals. Hours are billed to the individual client matters and 
reimbursed from monies received from these clients through the Office of the PAGC. 
The table below outlines the history of the reimbursement for legal services: 
 

History of Legal Services Reimbursement 
Fiscal Year Budgeted Revenue Actual Revenue Hours Billed 
FY 2009-10 $650,000 $749,577 14,189 
FY 2010-11 $650,000 $628,787 15,113 
FY 2011-12 $600,000 $459,474 12,872 

 FY 2012-131 $500,000 $420,228 10,495 
 

The FY 2013-14 recommended budget for the County Counsel’s Revenue Account 
4706100 Legal Services amounts to $350,000. The Management Audit Division believes 
that monies should be budgeted at an increased rate for FY 2013-14 due to the history of 
these revenues over the past four years and the year to date total for FY 2012-13. As of 
May 30, 2013, the Department had sent 10 monthly invoices to the PAGC totaling 
$375,852, an average of $37,585 per invoice. We project that FY 2012-13 invoiced 
revenue will total about $451,022. Further, the Department has received Profit Transfer 
postings totaling $32,325 as of May 30, 2013. Since FY 2010-11, County Counsel has 
received an average of $34,802 annually. The Department indicated that its initial 
estimate was based on the total revenue received as of December 31, 2012 (the close of 
Accounting Period Six). The PAGC has indicated that the level of requests for legal 
services from County Counsel is not expected to decline during the upcoming fiscal 
year. Given this information, we recommend that County Counsel increase the 
proposed budget for Legal Services by $100,000 to a total of $450,000.  

                                                 
1 Amount of Revenue received as of May 29, 2013. This amount includes 10 monthly invoices totaling 
$375,852 and three Profit Transfer Postings amounting to $44,375. 
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Budget Unit 130 – Employee Services Agency Page 189 
 
Revenue Account 4813800   Miscellaneous Income 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Increase 
 
 $35,000 $75,000 $40,000 
 
This revenue account contains forfeited monies from the Dependent Care and Flexible 
Spending Accounts. When employees fail to expend all of the funds in their Dependent 
Care and Flexible Spending accounts during the calendar year, the money is forfeited 
and is retained by the County. The Employee Services Agency (ESA) receives this 
money and records it in G/L 4813800 - Miscellaneous Income revenue account. The table 
below outlines the history of the revenues received from the Dependent Care and 
Flexible Spending Account forfeitures: 
 

History of Dependent Care and Flexible  
Spending Account Forfeitures 

 
Fiscal Year Budgeted Revenue Actual Revenue 
FY 2008-09 $42,000 $28,084 
FY 2009-10 35,000 44,438 
FY2010-11 35,000 76,788 
FY2011-12 35,000 97,923 

 FY2012-131 35,000 103,650 
 

The FY 2013-14 recommended budget for ESA’s Revenue Account 4813800 amounts to 
$35,000. The Management Audit Division believes that monies should be budgeted at 
an increased rate for FY 2013-14 due to the history of these revenues over the past four 
years. The Department indicated that its initial estimate was based on the fact that in FY 
2008-09 only $28,084 was received. However, since that time, revenues have increased 
by approximately $20,000 annually and have averaged $87,355 during the last two fiscal 
years, which is $52,355 more than budgeted. Given this information, we recommend 
that ESA increase the proposed budget for Miscellaneous Income by $40,000 to a total of 
                                                 
1 Amount of Revenue received as of June 3, 2013. According to the ESA Fiscal Officer, a one-time 
disbursement is made from UAS to the County in April or May. The County has not yet received this 
disbursement for FY 2012-13. However, the Fiscal Officer was informed by UAS that the total amount 
would be $98,470 plus $5,180 in interest.  
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$75,000, which is still less than the actual amount received in each of the last two fiscal 
years.  
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Budget Unit 135 – Fleet Management Page 161     
 
Expenditure Account 5285100 Bulk Fuel 
  
         County Executive                    Management Audit Expenditure 
 Recommended Proposed Decrease 
 
 $5,700,000 $5,300,000 $400,000 
 
The Fleet Management Division of the Facilities and Fleet Department (FAF) purchases 
bulk fuel for County vehicles.  The FY 2013-14 Recommended Budget includes $5.7 
million for bulk fuel, or 17.9 percent more than our projection of $4,834,680 for current 
year costs.  Our projection is comprised of a combination of current year actual 
expenditures through April plus estimated amounts for May and June based on prior 
year actual expenditures.  The May and June estimates were calculated by applying the 
average percent of bulk fuels expended in the last two months over the past several 
years to current year actual expenditures.1   
 
In its response to our draft review of the FY 2013-14 Recommended Budget, the Office 
of Budget Analysis (OBA) does not concur with our recommendation to reduce the bulk 
fuel expenditure, largely because FAF projects significantly higher current year costs 
than our projection of $4,834,680.  The OBA response assumes that in addition to the 
$4,653,274 FAF has already spent through June 10, 2013, it will spend an additional 
$808,552 during the last 20 days of the current fiscal year, or $40,428 per day, for a total 
of about $5.5 million.  This projection is unrealistic, which becomes clear when the 
assumed spending rate of $40,428 per day is annualized, and equates to about $14.8 
million, which, for example, is $9.1 million more than the $5.7 million budgeted for bulk 
fuel in FY 2012-13. 
 
Because fuel markets face many uncertainties (crude oil supply and refining capacity, 
for example), accurately forecasting fuel prices is a difficult task.  Therefore, we believe 
that one of the most effective ways to budget for fuel costs is to examine actual 
expenditures in prior years to determine average monthly spending rates, and apply 
such rates to the remaining months.  As illustrated in the table on the following page, 
over the past five fiscal years, actual annual fuel expenditures, including our FY 2012-13 
projection, ranged from $4.6 million and $5.3 million, and averaged $4.9 million.   
                                                 
1 Between FY 2007-08 and FY 2011-12, 81.3 percent of bulk fuel costs were expended during Accounting 
Periods 1 through 10, while 18.7 percent were expended during Accounting Periods 11 through 16. 
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Bulk Fuel Budgeted and Actual Expenditures 

FY 2008-09 to FY 2012-13 
 

Fiscal Year      Budget      Actual     Surplus 
2008-09 $6,339,461 $4,799,743 $1,539,718 
2009-10 6,303,423 4,645,019 1,658,404 
2010-11 5,730,595 4,995,932 734,663 
2011-12 5,702,737 5,315,327 387,410 

2012-13 Projected 5,720,576 4,834,680 885,896 
Average $5,959,358 $4,918,140 $1,041,218 

 
In addition, the Fleet Management Division plans to implement a pilot “vehicle 
telematics” program in FY 2013-14.  Vehicle telematics is generally a way of monitoring 
the location, movements, status and behavior of a vehicle or fleet of vehicles.  Fleet 
Management staff advised that they intend to install telematics in 75 County vehicles by 
September 2013, and evaluate the results of this pilot program after approximately six 
months.  Based on the experiences of other jurisdictions that have installed telematics in 
their vehicles, there is a high probability that the County’s pilot program could improve 
internal controls over vehicle use and reduce fuel costs.  For example, as discussed in 
our 2009 audit of FAF, after the Arizona Department of Transportation (ADOT) 
implemented a pilot telematics program, it identified and corrected large amounts of 
unnecessary idling, and reported ongoing annual fuel savings of $3,500 per vehicle 
from reduced idling.2  While the scope of the Fleet Management Division’s pilot 
telematics program is small (4.7 percent of the total County fleet), to the extent that the 
County is like ADOT and other jurisdictions that have installed telematics on their 
vehicles, it should help to control bulk fuel costs.  
 
Based on 1) our examination of actual expenditures in prior years, as well as 2) the 
planned implementation of a pilot telematics program, we believe the bulk fuel 
expenditure for FY 2013-14 should be set at $5.3 million, or $400,000 less than the 
Recommended Budget.  Our original proposal was to set bulk fuel expenditure at $5.0 
million, or slightly above the average annual expenditure over the past five fiscal years.  
However, upon re-valuating the data, including the proposed addition of 22 vehicles, to 
be added to the fleet at some point in FY 2013-14, and the fact that FAF has taken 232 

                                                 
2 Management Audit, County of Santa Clara Facilities and Fleet Department, Fleet Management Division 
and Assessment of the Fleet Size and Usage, Board of Supervisors Management Audit Division, May 29, 
2009. 
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vehicles out of the inventory since 2009,3 we are now recommending setting that 
expenditure at $5.3 million, which is an amount that has not been exceeded by FAF over 
the past five fiscal years.  If a spike in fuel prices occurs during FY 2013-14, and there is 
a need for additional fuel monies, the Fleet Management Division could use a portion of 
its Internal Service Fund (ISF) balance to pay for fuel price volatility just as it has done 
in the past.  Based on the County of Santa Clara’s June 30, 2012 audited financial 
statements, the Fleet Management Division’s ISF balance totaled $16,052,000, including 
an unrestricted cash and investments balance of $11,758,000, a portion of which is for 
unanticipated fuel costs, and would be available for mid-year appropriation if 
necessary, assuming its cash and investments have remained relatively constant since 
June 30, 2012. 
 
 

                                                 
3 Memorandum from Jeff Draper, Facilities and Fleet Director to the Finance and Government Operations 
Committee, Re: Quarterly Fleet Update, Dated May 28, 2013.  
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Budget Unit 140 – Registrar of Voters Page 129 
 
Revenue Account 4422550   State Miscellaneous Reimbursement 
 
 County Executive    Management Audit  Revenue 
 Recommended Proposed Increase 
 
 $0 $8,000 $8,000 
 
This revenue account is comprised of State reimbursement funds for election services 
provided by the County of Santa Clara Registrar of Voters (Registrar). The Registrar 
receives reimbursement from the State to provide support for special elections and 
mailing fees associated with the distribution of State ballots. State revenues correspond 
to three functions performed by the Registrar: 1) administering special statewide 
elections, 2) mailing State ballot pamphlets, and 3) a quarterly postage reimbursement 
for the mailing of voter notification and registration cards. 
 
Revenues in this account vary widely depending on the type of election held and the 
number of propositions on the ballot during each fiscal year. Unspent amounts are not 
rolled over into the next fiscal year. While the number of special elections is difficult to 
predict, the County has regularly received reimbursement for election services as 
shown in the following table: 

 
History of State Miscellaneous Income (4422550) Funding 

 
                       Actual Amount Budgeted 
 Fiscal Year Received Amount 
 FY 2006-07 $3,316,409 $3,316,409 
 FY 2007-08 5,819,183 5,500,000 
 FY 2008-09 72,123 5,000,000 
 FY 2009-10 $3,823 n/a 
 FY 2010-11 4,041,546 n/a 
 FY 2011-12 8,792 n/a 
 FY 2012-13 YTD1 35,497 n/a 
 
This account had previously been budgeted until FY 2008-09. The Registrar’s fiscal staff 
is unaware why this line item is no longer budgeted and supports budgeting revenue 
for this fund for FY 2013-14 and beyond. Given the regular history of receiving this 

                                                 
1 Amount of Revenue received as of April 30, 2013.  
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reimbursement for the past seven years, the Management Audit Division believes that 
revenues should be budgeted for the anticipated receipt of these State funds.   
 
We assume that the reimbursement the County will receive for the statewide elections 
in FY 2013-14 will be at least similar to the $8,792 received in FY 2011-12, rather than the 
$35,497 received for the current year. Therefore, we recommend that $8,000 be budgeted 
for this account in FY 2013-14. In future election years when gubernatorial and other 
statewide elections are planned, this budgeted amount should be adjusted to account 
for increased State reimbursement.  
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Budget Unit 217 – Criminal Justice System-Wide Costs Page 302 
 
Revenue Account 4420100   State-Public Safety Sales Tax 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Increase 
 
 $179,000,000 $183,000,000 $4,000,000 
 
Public Safety Sales Tax is received by the County as a result of Proposition 172, 
approved by California voters in 1993, which added 0.5 percent to the State’s sales tax 
to fund public safety programs. The County of Santa Clara, as a geographic location, 
receives an annual allocation of this money based on the County’s level of taxable sales, 
relative to the other 57 counties, in the calendar year prior to the fiscal year in which the 
revenue is being allocated. That is, our share of Statewide collections in FY 2013-14 is 
based on our level of taxable sales in Calendar Year 2012. Of the share of this sales tax 
provided to the County of Santa Clara as a region, County government receives about 
94 percent of the funds, local cities the remainder. Projecting this revenue requires 
determining the level of Statewide sales tax collections for a given fiscal year, and the 
share the County as a geographic region will receive. 
 
Currently, both of these factors are very positive for our County, as the improvement in 
the California economy is being led by the Bay Area and particularly by the County of 
Santa Clara, due to the resurgence of the high-tech economy. Unlike many areas of 
California, taxable sales here are strongly influenced by business-to-business sales of 
software and equipment. The County received 6.425 percent of the Statewide pot in the 
current fiscal year, and Management Audit staff projects that proportion will rise to 6.5 
percent for FY 2013-14. 
 
For Fiscal Year 2012-13, the Office of Budget and Analysis is estimating that $177.5 
million will be received from this source. We concur with that estimate, and proposed 
also increasing the FY 2013-14 budgeted amount to reflect the improved situation. Our 
proposed budgeted level of $183 million represents approximately a 2 percent increase 
over the estimated FY 2012-13 receipts, which we believe is a prudent estimate, given 
how strongly this revenue source has increased in the past.  
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Budget Unit 230 – Office of the Sheriff Page 306 
 
Revenue Account 4580100   FED-Other Grants and Aids 

 County Executive Management Audit Revenue 
 Recommended Proposed Increase 
 
 $0 $100,000 $100,000 
 
This revenue account currently includes three sources of funding: 1) grant monies 
provided by the City of San Diego for a Sheriff’s captain who serves as the Statewide 
training coordinator for local law enforcement programs responding to terrorist attacks, 
major disasters and other significant emergencies; 2) grant monies provided for a 
Sheriff’s Sergeant to serve in the Northern California Regional Intelligence Center, a 
multi-agency team which share information and other tools to develop responses to 
mitigate terrorist threats at the local and regional levels; and, 3) grant monies that fund 
the “Avoid the 13” driving under the influence program, which provides heightened 
enforcement against DUIs during holiday periods through the combined efforts of the 
Sheriff’s Department and local police agencies. 
 
Grant funds for the three programs were received and budgeted during Fiscal Year 
2012-13, with unspent amounts expected to be rolled over to FY 2013-14. However, 
while new funding for the two terrorism-prevention programs is not certain, the 
County has regularly received grant funds for the Avoid the 13 program since its 
inception, as shown in the following table: 
 

History of Avoid the 13 Grant Funding 
 

 Board Grant Grant Grant 
 Approval Date Amount Period 
 
 October 7, 2003 $127,600 10/1/03-1/31/06 
 October 19, 2004 206,900 12/1/04-1/31/06 
 April 11, 2006 322,880 3/1/06-1/31/09 
 August 12, 2008 661,965 10/1/08-1/31/12 
 December 13, 2011 105,000 1/1/12-9/30/12 
 September 25, 2012 180,000 10/1/12-9/30/13 
 
Given the regular history of receiving these grants for the past 10 years, the 
Management Audit Division believes that monies should be budgeted for the 

 
22



Review of the County of Santa Clara FY 2013-14 Recommended Budget 
 

Board of Supervisors Management Audit Division 

anticipated receipt of these grants. We note that the State Office of Traffic Safety, which 
awarded these grants, has been disbanded by the Governor, but its functions remain, 
having been transferred to the office of the California Secretary for Transportation. 
According to the proposed State budget issued in January, about $37 million in local 
assistance payments will be available for traffic safety programs in FY 2013-14, down 
from $57.2 million in the current fiscal year. Based on that, we assume that the grant the 
County will receive for the special enforcement program will be similar to the $101,000 
received in FY 2011-12, rather than the $180,000 received for the current year. Therefore, 
we recommend that $100,000 be budgeted to account for this funding. The Department 
disagrees with this recommendation, preferring to wait until receiving a formal 
announcement of any grant award before budgeting the new revenue. 
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Budget Unit 262 – Agriculture and Environmental Management    Page 575 
 
Revenue Accounts 4202900/4203000  Other Court Fines/Fines and Forfeitures 
 
 County Executive Management Revenue 
 Recommended Audit Proposed Increase 
 
4202900 – Other Court Fines $9,000 $25,000 $16,000 
4203000 – Fines and Forfeitures 6,200 17,000 10,800 
Total Revenue Increase   26,800 
 
Revenue Account 4202900 – Other Court Fines contains funds received by the 
Agriculture Division (cost center 5660) and by Weights and Measures Division (cost 
center 5663) resulting from civil penalties and fines levied against individuals and 
companies. Revenue Account 4203000 – Fines and Forfeitures receives monies from 
settlements, investigation cost reimbursements and fines received from the District 
Attorney’s Office for the Agriculture Division (cost center 5660) and Weights and 
Measures Division (cost center 5663).                              
 
The tables below outlines the history of the revenues received from Other Court Fines 
and Fines and Forfeitures: 
 

History of Other Court Fines 
 

Account 4202900 
Fiscal Year Budgeted Revenue Actual Revenue 
FY 2008-09 $10,000 $82,654 
FY 2009-10 8,000 18,937 
FY 2010-11 13,000 33,431 
FY 2011-12 14,000 40,141 
FY 2012-131 14,000 28,008 

   

 
 
 
 

                                                 
1 Amount of Revenue received as of June 4, 2013.  
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History of Fines and Forfeitures 
 

Account 4203000 
Fiscal Year Budgeted Revenue Actual Revenue 
FY 2008-09 
FY 2009-10 
FY 2010-11 
FY 2011-12 

 FY 2012-132 

$8,800 
7,300 
7,300 
6,700 
6,700 

$13,165 
15,821 
24,495 
18,065 
56,922 

   
 
 
The FY 2013-14 recommended budget for Agriculture and Environmental 
Management’s Revenue Account 4202900 – Other Court Fines amounts to $9,000. In 
addition, the FY2013-14 recommended budget for the Department’s Revenue Account 
4203000 – Fines and Forfeitures amounts to $6,200. The Management Audit Division 
believes that monies should be budgeted for both revenue accounts at an increased rate 
for FY 2013-14, due to the history of these revenues over the past five years. Given this 
information, we recommend that Agriculture and Environmental Management 
Department increase the proposed budget for Other Court Fines by $16,000 to a total of 
$25,000 and increase the proposed budget for Fines and Forfeitures by $10,800 to a total 
of $17,000.  

                                                 
2 Amount of Revenue received as of June 4, 2013. 
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Budget Unit 263 – Facilities Management Page 161 
 
Revenue Account 44813800   Miscellaneous Income-Other 
 
 County Executive Management Audit Revenue 
 Recommended Proposed Increase 
 
 $1,256,551 $1,559,936 $303,385 
 
Under the California Solar Initiative, the County receives incentive payments in 
Revenue Account 44813800. This revenue is comprised of incentive payments from 
Pacific Gas and Electric Company for the County’s renewable energy generated by the 
solar photovoltaic systems installed at various locations, funded by Qualified Energy 
Conservation Bonds. Through Accounting Period 10, this account had received 
payments of $1,470, 208, in excess of the amount included in the Recommended Budget 
for Fiscal Year 2013-14. 
 
When asked about this increase, the County’s Utilities Engineer/Program Manager 
reported that the original budgeted amount was projected based on the incentive 
payments received as of the time the Recommended Budget was prepared. He noted 
that the year-to-date revenue includes some incentive payments that are actually 
attributable to operations of the new facilities during FY 2011-12, which resulted in the 
Current Modified Budget being increased to $1,688,324. The Utilities Engineer/Program 
Manager stated that the amount originally budgeted in FY 2012-13 will be achieved, 
and should be the amount budgeted in Fiscal Year 2013-14. He noted that bond 
payments for the money used to construct the new energy facilities are based on 
receiving this revenue, and not budgeting it could result in discretionary General Fund 
monies having to be used. Accordingly, we recommend that this revenue be increased 
by $303,385, to $1,559,936, to match the level of revenue receipts currently anticipated, 
and the requirements of the bond payments. The Department concurs with this change. 
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Budget Unit 410 – Public Health Department Page 434 
 
Various Object 2 Accounts    
 
 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 
 $36,618,092 $35,657,297 $960,795 
 
Analysis of projected services and supplies expenditures by the Department for Fiscal 
Year 2012-13 estimates total Object 2 spending of $31,286,863, about $6.0 million less 
than the approved Department budget, $8.6 million less than the budget that reflects 
changes during the current year, and about $5.4 million less than the proposed FY 2013-
14 budget. The following table shows the largest shortfalls within Object 2, by 
subobject, comparing current projected spending to the FY 2013-14 budgeted amount: 
 
  FY 2013-14 FY 2012-13 Unspent 
 Subobject Budget Projected Balance 
 
5240100-Med., Dental, Lab Supplies $  541,368 $  338,552 $  202,816 
5250100-Office Expense 575,876 355,629 220,247 
5250200-Postage Expense-External 38,571 728 37,843 
5250600-Educational Materials 25,392 59 25,333 
5250700-Printing External 158,227 18,484 139,743 
5252100-Training Programs 131,159 16,330 114,829 
5255100-Contract Services 8,387,387 6,288,717 2,098,670 
5265100-Rents & Leases-Equipment 209,816 18,876 190,940 
5270100-Rents & Leases-Bldg. & Impr. 243,612 1,288 242,324 
5275100-Small Tools 69,213 33,072 36,141 
5280700-Medical Supplies-Other 157,991 33,876 124,115 
5285800-Business Travel 166,771 55,801 110,970 
5308100-Transportation-Patient/Client      65,000        2,127      62,873 
 
Total $10,770,383 $7,163,539  $3,606,844 
 
In response to our analysis, the Department provided its own analysis of FY 2012-13 
Object 2 spending, which also found current-year spending in these accounts would be 
substantially less than the current or recommended budgets. 
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However, the Department also stated, and we confirmed by looking at a number of 
examples, that much of the under-spending was in cost centers substantially supported 
by State or federal grant funding, and that the level of spending and grant receipts track 
each other, so that reduced spending also reduces revenues, and does not free up 
monies to be used for other General Fund purposes. The Department estimated that the 
under-spending in the current year that represents unspent General Fund discretionary 
funding of the Department is about $1.45 million. The Department then made the 
following two points: 
 
First, it stated that the Office of Budget and Analysis, in preparing the Recommended 
Budget, had reduced the Department’s General Fund Object 2 expenditures by $485,915, 
which we confirmed. About $365,000 of these reductions are specifically reported in the 
Department’s budget narrative, some as straight reductions, others as reductions to 
shift money to pay for staff or other priorities. 
 
Secondly, the Department listed new General Fund initiatives, not discussed in terms of 
cost in the Recommended Budget, which necessitated the higher budgeted FY 2013-14 
budgeted spending. These initiatives and costs are: 
 

• Preparation of health assessments for targeted populations, expected to be 
conducted for the African-American and Lesbian-Gay-Bisexual-Transgender 
communities in FY 2013-14. The Department proposed $225,000 of the 
underspent funding for this purpose, said at least $300,000 is probably needed, 
and noted that a Board member had proposed a $250,000 inventory item for this 
purpose. 

 
• Funding of a Community Health Assessment, Community Health Improvement 

Plan and Department Strategic Plan revision as part of the two-year process for 
national accreditation of the Department. It estimates $200,000 in Object Two 
funding is needed for this purpose. 

 
• Funding for Public Health Communications to develop materials and strategies 

to target special populations with health messages regarding obesity, tobacco use 
and injury/violence prevention. It estimates a $200,000 cost for this program. 

 
• Acquisition of software to monitor, in real-time, measures of quality and 

population health status, which will also be used to monitor progress of the 
Community Health Improvement Plan. Estimated cost for this software is 
$150,000. 

 

 
28



Review of the County of Santa Clara FY 2013-14 Recommended Budget 
 

Board of Supervisors Management Audit Division 

• Workstations, computers, software licenses, supplies and related costs for the 
three new positions included in the Department’s budget. Cost is estimated at 
$75,000. 

 
• Miscellaneous internal building alterations in Public Health facilities related to 

program reconfiguration, ergonomic issues, signage and parking. The 
Department estimated $125,000 is needed for this purpose, and said OBA’s 
reductions already included $50,000 for this line item. 
 

Use of Object 2 budgeted amounts for these proposals would represent a spending 
increase by the Department, totaling $1,025,000, which is slightly higher than the 
General Fund under-spending acknowledged by the Department in FY 2012-13, and 
slightly less than the $1.45 million General Fund Object 2 under-spending projected by 
the Management Audit Division. Allocating Object 2 funds for the above proposals 
remains a policy decision for the Board of Supervisors, which could choose instead to 
use the money for other Board priorities. 
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Various Budget Units within BU 501 – Social Services Agency  Page 373     
 
Various Object 2 Accounts 
 
 County Executive Management Audit Expenditure  
 Recommended Proposed Decrease 
 
5350500-Direct Expenditures $1,087,277 $802,219 $285,058 
 
5350400-Services & Supplies - Other $499,756 399,756 100,000 
 
5225600–Interpreter Fees $638,116 500,000 138,116 
 
5275100–Small Tools/Instruments    1,158,141       958,141    200,000 
 
Total  $3,383,290 $2,660,116 $723,174 
 
Net General Fund Savings    $299,214  

 

The FY 2013-14 Social Services Agency’s recommended services and supplies budget 
amounts to $112,996,745. This represents a $2,515,080 reduction from current FY 2012-13 
funding levels. However, for the past five years, the Agency’s Object Two actual 
expenditures have averaged $22.8 million less than the budgeted amount.  
 
Based on historic under-spending in the Agency’s Object Two budget, it is 
recommended that four subobject accounts be reduced by $723,174 to realize a net 
General Fund Savings of $299,214, or 41.4 percent. The overall savings to the General 
Fund is less than the full amount of the expenditure reductions because reductions to 
Agency Object Two expenditures result in reductions to budgeted Agency revenues 
according to Agency staff.   
 
The following table shows the Agency’s service and supplies budget compared to actual 
expenditures over the past five fiscal years: 
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History of Social Services Agency 
Object Two – Services and Supplies Expenditures 

FY 2007-08 to FY 2012-13 

 Fiscal Modified    Actual   
 Year  Budget Expenditures Surplus 
 FY 2007-08 $139,035,817 $118,703,974 $20,331,843 
 FY 2008-09 137,144,664 128,851,357 12,901,178 
 FY 2009-10 187,914,181 142,984,379 44,929,802 
 FY 2010-11 151,150,591 128,946,894 22,203,697 
 FY 2011-12 114,394,842 101,287,840 13,107,002 
 FY 2012-13 115,808,133 91,345,8441 24,042,169 

 Average $140,340,478 $116,871,579 $23,468,899 

 FY 2013-14 112,996,7452 
 
The Social Services Agency argues that these budgeted expenditures cannot be reduced 
because they are predominantly offset by budgeted revenues. It is true that the 
Agency’s expenditures as a whole are, on average, 90 percent funded with outside 
monies, as shown in the following table: 
 

Actual Expenditures and Revenues by Fiscal Year 
Social Services Budget Unit 501 

 
 Fiscal Year   Actual 

Revenue  
 Actual Expenses for 

Salaries, Benefits, 
Services and 

Supplies  

 General Fund 
Share  

 Percent 
General 

Fund  

     FY 2011-12 $(313,882,540)          $338,526,984 $24,644,443 7.3% 
FY 2010-11 (356,992,753) 395,209,837 38,217,083 9.7% 
FY 2009-10 (358,713,532) 403,659,017 44,945,484 11.1% 
FY 2008-09 (345,689,905) 388,600,852 42,910,947 11.0% 
     Average $(343,819,683) $381,499,172 $37,679,490 9.8% 

 

                                                 
1 Projected expenditure based on actuals through April 30, 2013. These expenditures are based on year-to-
date and do not include significant adjustments that occur late in the fiscal year. Therefore, this figure is 
not precise. Our recommendations are not based on this figure; rather, our recommendations are based 
on actual historical expenditures.  
2 Recommended 

 
31



Review of the County of Santa Clara FY 2013-14 Recommended Budget 

Board of Supervisors Management Audit Division 
 

However, the 10 percent of General Fund contribution is substantial in terms of dollars, 
and our proposed reductions focus on areas that receive General Fund dollars. Based on 
an analysis by the Agency’s Chief Fiscal Officer, our proposed reductions generate a net 
savings of $299,214, or 41.4 percent of the recommended $723,174 expenditure 
reduction.  
 
Although the FY 2012-13 Object Two Services and Supplies budget is projected to be 
under-spent by $23.9 million, the following four specific recommendations are either 
subobjects recommended for funding increases during FY 2013-14, or subobjects that 
were historically over-budgeted in the past five fiscal years. We note that our 
recommended reductions reflect only a fraction of the potential Object Two savings that 
could be realized. A total of four areas amounting to net General Fund savings of 
$299,214 are described below.  
 
Four subobject accounts, Direct Expenditure Other (G/L 5350500), Services and Supplies 
- Other (G/L 5350400), Interpreter Fees (G/L 5225600) and Small Tools & Instruments 
(G/L 5275100), have been consistently over-budgeted since FY 2008-09. Two of these 
accounts (Services and Supplies – Other, and Direct Expenditure), are “catch all” type 
accounts from which a wide variety of expenses are paid.   

G/L Account 5350500 Direct Expense – Other 
 
 County Executive Management Audit Expenditure 

 Recommended Proposed Decrease 
    
Cost Center 5416 - DFCS Programs 633,433 633,433 0 
Cost Center 4856 – SSA General 261,083 0 261,083 
Cost Center 5079 – Com. Prgm & Grnts 27,622 27,622    0 
Cost Center 4825 – Finance 141,164 141,164 0 
Cost Center 4711 – IHSS Social Workers 23,975 0 23,975 
 
Total  $1,087,227 $802,219    $285,058 
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The history of actual expenditures in this account since FY 2008-09 is as follows: 
 

FY 2008-09  $837,661 
FY 2009-10  $760,425 
FY 2010-11  $720,344 
FY 2011-12  $457,285 
FY 2012-13  $525,741 (as of May 31) 

 Budget FY 2013-14 $1,087,227 
 Average $660,291 

 
The FY 2013-14 Recommended Budget includes $1.087 million for this expenditure, 
representing an increase of $168,786 from the current fiscal year. Since FY 2008-09, the 
average excess budget in this account has been about $346,000. This is primarily due to 
a lack of spending in the cost center 4856, SSA General. Since at least FY 2007-08, 
nothing has been spent from this cost center. During this same period, there has only 
been one year in which there were material expenditures in Cost Center 4800 – SSA 
Director.  
 
Given that the entire Object Two budget has been consistently underspent for several 
years, we recommend reducing the funding in these cost centers in this subobject 
account where the funds are rarely if ever spent.  
 
According to the Agency, these funds are the Agency’s “emergency appropriation” and 
used at the sole discretion of the Agency Director if the expense cannot be 
“identified/associated” with one program or division (i.e. Adult program, children’s 
program, public assistance/welfare program, etc.). While it is true that such 
expenditures could be reimbursable, they would be reimbursable only if actually spent. 
The portion of the budget that is not actually spent is not reimbursable, and therefore, 
there is no negative impact to reducing the unexpended portion, but there is a positive 
impact in the reduced general fund cost. We believe it is inappropriate to set aside 
money for unidentified purposes when the General Fund portion of such monies could 
be reallocated by the Board of Supervisors to other spending priorities. If the Agency 
determines that such funds are needed during the fiscal year, it should seek a 
supplemental appropriation from the Board.  
 
The Agency disagrees in part with this recommendation, stating that a reduction of 
$261,083 to cost center 4856, SSA General Operations, would reduce revenues by 
$150,658, for a net General Fund savings of $110,385. With the exception of one year, 
based on the historic lack of spending in this specific cost center since at least FY 2007-

 
33



Review of the County of Santa Clara FY 2013-14 Recommended Budget 

Board of Supervisors Management Audit Division 
 

08, we believe that the net gain of $110,385 justifies the recommended reduction. The 
Agency’s fiscal staff concur with our recommendation to reduce $23,975 in budgeted 
expenditure for Cost Center 4711, IHSS Social Workers, noting that no expenditures 
have been documented in this fund since at least FY 2007-08.  

 
G/L Account 5350400 – Services and Supplies – Other 

 
The history of actual expenditures in this account is as follows: 
 

FY 2008-09  $764,173 
FY 2009-10  183,188 
FY 2010-11  248,041 
FY 2011-12  403,807 
FY 2012-13  379,9763 

 Budget FY 2013-14 499,756 
 Average $395,837 

 
The FY 2013-14 Recommended Budget for Subobject 5350400 is $499,756. Nearly 80 
percent of this budget, $388,824, is in Cost Center 4856: SSA – General Operations. We 
recommend reducing this cost center’s proposed budget by $100,000, to $288,824. Such a 
reduction would leave $399,756 budgeted in various other cost centers in this account. 
The recommended reduced amount is still above the actual average of recent years’ 
expenditures from this subobject account.  
 
Based on analysis conducted by the Agency’s financial management staff, as of June 12, 
2013, $230,824 has already been spent and $65,504 is encumbered/pre-encumbered. The 
fiscal officer projects a total $296,328 in FY 2012-13 expenditures. Using the Agency’s 
projections, we anticipate a surplus of $83,648 in the present fiscal year. Given the 
historical under-spending from this account and the projected FY 2013-14 budget 
increase to $499,756, we recommend that $100,000 be reduced for this subobject in cost 
center 4856. The Agency disagrees with this recommendation, stating that a $100,000 
reduction would correspond with a revenue reduction of $57,772, for a net General 
Fund savings of $42,278. We believe that in spite of the proposed reduction, the Agency 
will remain under-spent in its Object Two expenditures for FY 2013-14.   
  

                                                 
3 Projected expenditure based on actuals through April 30, 2013.  
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G/L Account 5225600 – Interpreter Fees 
 
 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 

 
Cost Center 4856 – SSA General $638,116 $500,000 $138,116 
 
The entire budgeted amount for Interpreter Fees is in Cost Center 4856 – SSA General 
Operations. Based on the actual history shown below, we recommend a reduction of the 
budgeted amount from $638,116 to $500,000, which is above recent actual expenditures. 
This represents a savings of $138,116.  
 

G/L Account 5225600 – Interpreter Fees 
Actual vs. Budgeted Expenditure History 

 
Cost 

Center FY 2008-09 FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-
13 YTD 

FY 2013-14 
Budget 

4856    458,225 383,967 638,116 
4800 465,341 491,814 397,227    
5256  1,812 189    
5400 50,079      

Actuals 515,420 493,625 397,417 458,225  460,689* N/A 
Budget 796,905 641,896 599,896 638,116 638,116 638,116 
Surplus $281,485 $148,271 $202,480 $179,891 $177,427 N/A 

      *Projected 
 
The Agency disagrees with this recommendation because it anticipates increased needs 
for interpreter services due to projections by Covered California, which estimate an 
additional 30,000 new Affordable Care Act clients in the County of Santa Clara who 
may need interpreter services in FY 2013-14. We have been unable to verify these 
projections to determine what percentage of this increased population might qualify for 
interpreter services, and increase demand for Agency interpreter services. The Agency 
states that the reduction of $138,116 expenditures correlates with $79,720 of revenue, for 
a net General Fund savings of $58,396. Based on historic expenditure data analysis, we 
recommend that the Interpreter Fee budget be reduced from $638,116 to $500,000, or a 
reduction of $138,116. 
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G/L Account 5275100 – Small Tools and Instruments 

 
 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 
  Cost Center 4856 – SSA General $894,082 $694,082 $200,000 
  Cost Center 4907 – IT Generic 141,964 141,964 0 
  Cost Center 4917 – IT PAGC  36,600 36,600 0 
  Cost Center 4937 – IT CWS 70,495 70,495 0 
  Cost Center 5470 – DFCS 15,000 15,000             0 
  Total $1,158,141 $958,141 $200,000 
 
As shown in the table below, the history of actual expenditures for Small Tools and 
Instruments during the past five fiscal years has averaged about $682,146, or $475,995 
less than the FY 2013-14 recommended budget. Our proposed recommendation of 
$958,141 exceeds the Department’s average annual expenditure for Small Tools and 
Instruments by $275,995, or 40 percent. Keeping in mind that only actual expenditures 
are potentially reimbursed, this reduction would not affect actual revenues. Most of the 
actual expenditures are in Cost Center 4800-SSA Director, which is an administrative 
(General Fund) cost center.  
  

 
36



Review of the County of Santa Clara FY 2013-14 Recommended Budget 

Board of Supervisors Management Audit Division 
 

 
G/L Account 5275100 – Small Tools and Instruments 

Actual vs. Budgeted Expenditure History 
 

Cost Center FY 2008-09 FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 YTD FY 2013-14 
5470     6,756 15,000 
5200 2,165      
4937     66,288 70,495 
4919 63,113 63,113 66,288    
4917      36,600 
4907    66,288 90,598 141,964 
4903 (377) 43,131 46,169 13,834   
4870 14,134 1,654 8 432   
4856     239,233 894,082 
4821    857   
4804  78 493    
4803 4 210     
4801 (87)      
4800 153,788 783,878 894,925 799,882   
4700  128 (150) 1,664   

Actuals 232,739 892,191 1,007,733 882,956 722,5134 - 
Budget 1,349,657 1,058,141 1,158,141 1,268,141 1,158,141 1,158,141 
Surplus $1,116,918 $165,950 $150,408 $385,185 $435,628 - 

 
The Agency disagrees with this recommendation, citing future facilities/space moves 
across the Agency, which will require expenditures from this fund. Agency fiscal staff 
report that as of June 12, 2013, $508,066 has already been spent with final invoices still 
outstanding. In the absence of detailed information projecting the increased costs for 
Small Tools and Supplies for FY 2013-14, it is recommended that this budget be reduced 
by $200,000 to $958,141 for FY 2013-14.  
 

                                                 
4 This projection is based on actuals through Accounting Period 11, including $283,527 of encumbered 
funds. Our figure reflects a more liberal estimate of expenditures than that of the Agency’s FY 2012-13 
projection, which estimates expenditures of $508,066 with additional invoices outstanding.  
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Budget Unit 921 - Valley Medical Center Page 515   
 

The FY 2013-14 Valley Medical Center (VMC) recommended operating budget, 
including debt service, amounts to $1.154 billion, or 135.4 million (13.3%) more than the 
$1.018 billion approved by the Board of Supervisors for FY 2012-13. If approved as 
recommended, the General Fund subsidy would increase by $81.5 million from $87.8 
million to $169.3 million. The budget recommends a staffing level of 5,250.7 FTE 
positions, which includes a total of 165.5 new positions at a cost of $21.4 million. In 
addition, 415.1 FTE currently vacant positions are recommended for funding at a cost of 
$57.1 million. In total, the recommended budget includes approximately 580.6 FTE new 
and vacant positions with a total funded cost of $78.5 million. Offsetting this cost, the 
budget includes salary and benefit savings of $14.9 million, or 1.80 percent, which is 
down from the 2.92 percent budgeted in FY 2012-13. Although the established Board 
salary savings policy requirement pursuant to Board policy 4.5 is 3.00 percent to 6.00 
percent, the Board policy permits exceptions for departments with unique operating 
requirements (Attachment 1).  

Service levels are projected to significantly increase in the recommended FY 2013-14 
VMC budget as compared to FY 2012-13, including an increase of about 4,380 inpatient 
days and about 101,601 outpatient visits. If these increased service levels are achieved, 
VMC projected revenues combined with a total General Fund subsidy of $169.3 million 
will result in a balanced FY 2013-14 budget. To the extent that projected service levels 
are exceeded or fall short, a revenue impact of about $2,369 per inpatient day and $225 
per outpatient visit will occur. Consequently, up to about $33.2 million is contingent 
upon VMC achieving its enhanced service levels. 

The following sections of this report include areas of the VMC budget that were 
determined to understate or overstate estimated revenues and expenditures for the 
2013-14 fiscal year. A total of 15 areas amounting to $17.4 million are described below. 
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VMC Enterprise Fund 0060 

Expenditure Account 5420100 Interest Expense 

 

 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 
 $2,275,748 $574,203 $1,701,545 
 

Working Capital Interest Expense 

The FY 2013-14 Recommended Budget includes $2,275,748 for VMC interest expense 
related to cash needs for daily working capital. A review of the Department’s 
calculation of its working capital interest expense in the amount of $2,275,748 
determined that the interest rate used was estimated to range from 1.64 percent to 2.40 
percent during the fiscal year.  However, the Controller-Treasurer provided an updated 
estimate of FY 2013-14 quarterly Commingled Fund interest rates on May 30, 2013, 
which included rates that were significantly lower than the projected rates used by 
VMC.1 The Controller-Treasurer’s projected rates are as follows: 

Treasurer’s Projected FY 2013-14 
Investment Rates as of: 

May 30, 2013 

 Positive Negative 
 Cash Balance Cash Balance 

 July to September 0.50% 0.60% 

 October to December 0.47% 0.57% 

 January to March 0.44% 0.54%  

 April to June 0.41% 0.51% 

 
                                                           
1 The County’s Commingled Fund is the cash fund managed by the Controller-Treasurer that is the 
depository of all surplus cash for all funds and other local government entities and special districts whose 
monies are on deposit with the County. Funds such as the VMC Enterprise Fund, which periodically run 
negative cash balances, are charged the interest rate that the Commingled Fund earned during the period. 
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The actual monthly average cash balances of the VMC group of funds, including VMC 
Enterprise Fund 0060, VMC Capital Fund  0059, Hospital Trust Fund 0296, and Valley 
Health Plan Fund 0380  during the  most recent 12-month period were used to project 
the VMC FY 2013-14 monthly cash flow schedule. In addition, adjustments were 
projected for changes in FY 2013-14 revenue receipts, and expenditures, including 
anticipated program changes that will occur during the fiscal year. Use of the current 
projected interest rates shown above combined with the projected FY 2013-14 VMC cash 
flow schedule produced the following result as shown in the table below: 

FY 2013-14 VMC Recommended Budget 
Projected Interest Expense 

(Account GL 5420100) 

  Projected Treasurer's Mangt Audit Div 
  Average Daily Estimated Net Estimated 

Month  Cash Balance Interest Rate Expense 
Jul ($64,469,000) 0.0060  $         (32,235) 

Aug (94,363,000) 0.0060  $         (47,182) 
Sep (116,885,500) 0.0060  $         (58,443) 
Oct (100,533,000) 0.0057  $         (47,753) 
Nov (112,172,000) 0.0057  $         (53,282) 
Dec (128,956,500) 0.0057  $         (61,254) 
Jan (126,973,000) 0.0054  $         (57,138) 
Feb (111,048,000) 0.0054  $         (49,972) 
Mar (87,754,000) 0.0054  $         (39,489) 
Apr (97,144,000) 0.0051  $         (41,286) 
May (112,947,500) 0.0051  $         (48,003) 
Jun (89,806,000) 0.0051  $         (38,168) 

Total 
  

 $       (574,203) 

       FY 2013-14 
Recommended Budget 

   
2,275,748  

Recalculated FY 2013-14 Interest Expense 
  

574,203 
Savings 

     
$   1,701,545 

 

Based on the analysis in the table above, it is recommended that the VMC interest 
expense budget be reduced from $2,275,748 to approximately $574,203, or a reduction of 
$1,701,545. 
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Expenditure Account 5410200 Interest on Bonds 

 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 $22,287,750 $22,164,346 $123,404 

 

Bond Fund Interest Expense – 1994 B Variable Rate Bonds 

The Controller-Treasurer’s Office manages the payment of debt service on the County’s 
outstanding bonds, which is budgeted in Budget Unit 810. As of June 30, 2012, VMC 
had outstanding bonded indebtedness of $518.8 million, not including $316.8 million of 
County issued general obligation bonds and $86.9 million of County Financing 
Authority bonds, which were issued to finance the acquisition and implementation of 
the VMC EPIC medical records automation system. Among the outstanding bonds is 
the 1994 B County Facilities issue, which is a variable rate issue on which interest is set 
weekly through financial market auctions. In developing the FY 2013-14 budget, it was 
reported that an average rate of 1.00 percent was used in projecting FY 2013-14 interest 
expense on the County’s $50.758 million of outstanding variable rate debt for the 
Recommended Budget. Interest expense is budgeted in the VMC Enterprise Fund in the 
amount of $507,584, based on the assumed interest rate of 1.00 percent. However, the 
weekly auction rates paid by the County on this debt dropped below 1.00 percent in 
November 2008 and have stayed below 1.00 percent for all but one of the subsequent 
234 weeks (12/24-12/30 2008 was 1.00 percent).  During this 4.5-year period, the average 
rate is estimated to have been less than 0.25 percent, and the most recent rate for the 
week of June 5 to June 11 was 0.10 percent. 

For the past three years, we have projected some upward pressure on rates during the 
coming fiscal year from the very low levels that have persisted, but rates have 
continued at historic lows for more than four years. Since FY 2010-11, rates have 
averaged only about 0.25 percent and have remained near this level for more than three 
years. Nevertheless, we believe that as economic conditions change, a reversal of the 
downward interest rate trend will occur and rates will gradually increase.  

Since the Controller projected a FY 2013-14 average rate of 1.00 percent from July 1, 2013 
(only a few weeks away) through June 30, 2014, given the prior 234-week history and 
the most recent rate level of 0.10 percent, a 1.00 percent average FY 2013-14 rate taking 
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effect in less than 30 days on July 1, 2013 is unlikely based on the rate of change that has 
occurred during the past five fiscal years.  Further, between March 2013 and May 2013, 
the County’s Investment Officer has also lowered the estimate of the rates the County 
will earn on its investments in FY 2013-14 to a range with the highest rate at 0.50 percent 
in the first quarter, and a low of 0.41 percent in the fourth quarter of the fiscal year. 

Consequently, barring any extraordinary economic event, we believe rates will remain 
at low levels during FY 2013-14. However, to be conservative, we prepared a projection 
that is based on rates gradually increasing from a projected July 1, 2013 level of 0.25 
percent to a high of 1.25 percent by June 30, 2014. This projection is shown in 
(Attachment 1).  Assuming a straight-line growth curve, the FY 2013-14 variable rate 
debt interest cost would amount to approximately $384,180, or a savings of $123,404.  
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Expenditure Account 5350300 Operating Expense – Other (Contingency) 

 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 $1,942,622 $0 $1,942,622 
 

The Services and Supplies portion of the FY 2013-14 VMC Recommended Budget 
amounts to $313,461,274,  which is an increase of $43,335,583, or 16.0 percent over the 
FY 2012-13 services and supplies budget approved by the Board of Supervisors. 
Included in the FY 2013-14 Recommended Budget is a proposed new account not 
included in the FY 2012-13 budget, GL 5350300 Operating Expense – Other. As 
explained by the Department, this account is intended to provide a 25 percent 
contingency in the event that the $4,891,104 of budgeted temporary staffing costs 
related to the back-fill of permanent staff while in training is insufficient. The remaining 
$719,846 is reported to be for unanticipated contingencies. Since this cost would be a 
temporary staffing cost if the $4.9 million budget for back-fill of permanent staff is 
insufficient, it should have been budgeted in Object One Salaries and Benefits under GL 
5101100 Temporary Employees.  

Nevertheless, the policy of the Board of Supervisors is to fund a Contingency 
Appropriation on a County-wide basis to provide a reserve for any General Fund 
financial contingencies that may arise during the fiscal year, not to provide separate 
contingency appropriations in each General Fund supported department. The 
established Board policy (Policy 4.3, Attachment 2) requires a department requesting 
funds to provide an analysis demonstrating that the funds do not exist within their 
existing budget, and the County Executive’s Office of Budget and Analysis must review 
and verify that funding is not available from existing appropriations. This policy 
ensures that contingency monies are only used for the specific intended purpose, since 
appropriation control within the County is only enforced at the Object level. 
Consequently, any contingency monies appropriated within a departmental Object 2 
budget could be expended for any legal purpose, including purposes totally unrelated 
to the original justification for the requested contingency, without coming back to the 
Board of Supervisors for approval of the alternative use.  
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Based on this Board policy and the County’s system of appropriation control, it is 
recommended that the recommended operating contingency budget for GL5350300 
Operating Expense – Other be reduced from $1,942,622 to $0. Alternatively, the Board 
may want to add the $1,942,622 to the General Fund Contingency Reserve.  
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Expenditure Account 5530200 Capital Projects  
 Services and Supplies External 
  

 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 $25,977,326 $22,610,251 $3,367,075 
 

The FY 2013-14 VMC Recommended Budget includes a major service initiative referred 
to as the Primary Care Access Initiative. This initiative would add 44.3 new FTE 
positions, increase the VMC budget by $8,812,780, and generate a projected profit of 
$3,367,075. This initiative is projected to be implemented on July 1, 2013 and to be fully 
operational for the entire fiscal year, during which 51,884 additional outpatient visits 
are projected to occur. It should be noted that VMC projects a total of 852,331 outpatient 
visits   in  FY 2012-13 and  has  budgeted  an  increase  of  101,631  outpatient visits  in 
FY 2013-14 for a total projected 953,952 outpatient visits.  

As budgeted, the initiative would generate an average of about $225 of revenue for each 
outpatient visit, plus additional pharmacy revenue of $9.75 per visit. Outpatient 
revenue is based on a projected financial class patient mix that mirrors VMC’s existing 
mix of outpatients by financial class, which is Medi-Cal 41.5 percent, unsponsored 24.8 
percent, Medicare 13.9 percent, managed care 10.8 percent and insurance 9.0 percent. In 
total, the Primary Care Access Initiative is projected to generate approximately 
$12,179,855 in revenue resulting in a net profit of $3,367,075.  

Because the VMC budget is only balanced if all of the above assumptions are realized, 
including having 44.3 new employees hired and working on July 1, we believe there is 
substantial risk to the General Fund that the projected $3,367,075 of profit will not be 
realized. Consequently, rather than facing another deficit budget at the mid-year 
budget review with less than six months remaining in the fiscal year to reduce 
expenditures to save the projected $3,367,075, it is recommended that the Board reserve 
$3,367,075 of the $25,977,326 capital projects amount included in the Recommended 
Budget. At any time during the fiscal year, VMC can present evidence to the Board that 
it has or will achieve the projected $3,367,075 of profit, at which time the Board can 
authorize the Controller to release the reserve on the appropriation. 

 
45



   
Board of Supervisors Management Audit Division 

 
 

Expenditure Account 5280716 Outpatient Pharmaceuticals 
Expenditure Account 5280717 Inpatient Pharmaceuticals 
  

 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 $48,786,022 $45,278,876 $3,507,146 
 11,778,888 13,055,337 (1,276,449) 

GL 5280716 Outpatient Pharmaceuticals: 
The FY 2013-14 Pharmaceuticals budget for VMC includes $48,786,022 for outpatient 
pharmaceuticals based on an estimated 1,258,364 prescriptions at an average cost of 
$35.28 per prescription as projected by the VMC budget office and concurred with by 
the Pharmacy Division. However, the Recommended Budget includes $48,786,022, or 
$3,507,146 in excess of the current VMC estimate for FY 2013-14. Based on discussions 
with both VMC Pharmacy management and the VMC Budget Manager, it was 
determined that actual costs per prescription through April 2013 have averaged less 
than originally projected in November 2012 when the FY 2013-14 base budget was 
compiled. Consequently, the revised FY 2013-14 GL 5280716 Outpatient 
Pharmaceuticals account budget should be reduced by $3,507,146. 

GL 5280717 Inpatient Pharmaceuticals: 
The FY 2013-14 Pharmaceuticals budget for VMC includes $11,778,888 for inpatient 
pharmaceuticals, which is a reduction of $1,025,000 from the FY 2012-13 budget. 
However, based on actual expenditures through April, FY 2012-13 expenditures are 
projected to amount to about $11,941,526. In addition, VMC is projecting an increase in 
the number of inpatient days of about 4,290 over FY 2012-13 actual inpatient days, 
based on an FY 2013-14 average daily census of 307.3 patients. Although VMC’s 
estimates of outpatient visits have been significantly below actual visits in recent years, 
the inpatient projection for FY 2012-13 was slightly below the actual number of 
inpatient days. In addition to a small projection of growth in the number of inpatient 
days in FY 2013-14, the Pharmacy projects an average increase in the cost per inpatient 
pharmacy order of 4.0 percent from $6.74 in FY 2012-13 to $7.01 in FY 2013-14. 
Accounting   for   both   of  these  factors,  the  Management  Audit  Division  projects 
FY 2013-14 inpatient pharmaceuticals to cost approximately $13,055,337, or $1,276,449 
more than budgeted. Consequently, GL 5280717 should be increased by that amount.  
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Expenditure Account 5101000 Permanent Employees 
  

 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 $496,236,374 $494,906,176 $1,330,198 
 

The FY 2013-14 VMC Recommended Budget includes 5,250.71 FTE positions with a 
total basic salary cost of $496,236,374. Including fringe benefits, the total cost of these 
permanent positions amounts to about $721.3 million. Comparing the total Object 1  
salary and benefits budget for FY 2013-14 to FY 2012-13, the FY 2013-14 budget has 
increased by $83.7 million, or 11.5 percent over the FY 2012-13 Object 1 budget. 
Although much of this increase relates to increased costs of employee retirement and 
retiree health benefits, a substantial amount pertains to increased temporary and 
permanent staffing costs. Also included in this salary and benefits budget are 415.1 
vacant   FTE  positions,  and  148.6  new  FTE  positions budgeted at a total combined 
FY 2013-14 cost of $78,521,682 for the 563.7 FTE unfilled positions.  

Within this group of unfilled positions are 18.55 vacant FTE P41 Physician positions 
budgeted at $6,320,842. Based on the most recent available payroll for the two-week pay 
period ending May 26, 2013, VMC extra help physicians working against the salary and 
benefit savings from these positions as well as the temporary salaries budget, worked a 
total of 1,309.1 hours, or the equivalent of 16.36 FTE positions. However, the extra help 
cost of these 16.36 FTE positions annualized was only $4,277,245. Therefore, 
unexpended additional P41 Physician salary and benefit savings from the 18.55 vacant 
permanent positions in the FY 2013-14 budget would amount to $2,043,597. In addition, 
the FY 2013-14 budget includes an increase to the temporary employee budget of 
$2,000,000 specifically to hire 10 more extra help P41 Physicians. This brings the total 
Object One salary savings and temporary salary monies available, specifically for P41 
Physicians to $4,043,597, which would be sufficient to hire about 15.47 additional extra 
help P41 Physicians in addition to the 16.36 currently on the payroll.  

However, in addition to the 18.55 FTE vacant existing P41 Physician positions and the 
$2,000,000 of temporary salary monies added to the FY 2013-14 budget specifically for 
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extra help P41 Physicians, the Recommended Budget includes 3.8 new permanent P41 
Physician positions at a cost of $1,330,198. Given the current level of usage of extra help 
P41 Physicians (16.36 FTE) and the projected additional requirement for FY 2013-14 of 
10.00 more extra help P41 Physicians, the amount of available funding in the FY 2013-14 
budget specifically related to P41 Physicians substantially exceeds the funding 
requirement. Consequently, the funding of the 3.8 FTE New P41 Physician positions is 
unnecessary, even if VMC were to hire all 10 additional extra help P41 positions on July 
1, including 3.8 new permanent P41 Physicians. Furthermore, based on discussions with 
the Deputy County Executive for the Employee Services Agency (ESA), as well as the 
ESA Manager of Human Resources for the Health and Hospital System, hiring P41 
physicians generally takes a little longer than other classifications which reportedly 
average about four months, due to the need to recruit for specific specialties including 
primary care and the credentialing requirements pertaining to this job classification. 
Therefore, it is recommended that the Board consider authorizing the 3.8 additional P41 
Physician positions without providing additional funding, since sufficient funding is 
available in the budget for this purpose. 
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Expenditure Account 5107100 Budget Salary Reduction 
 
 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 

 ($712,500) ($3,132,083) $2,419,583 

The Recommended Budget for Valley Medical Center includes 148.6 new positions, and 
is budgeted assuming that each of the new positions will be filled at the start of the 
fiscal year on July 1. 

The new positions represent hiring in 43 different County job classifications. 
Management Audit staff requested and received from the Employee Services Agency a 
list, as of May 24, 2013, of County job classifications for which there were active lists of 
candidates eligible to be hired into these classifications. Our review of that list showed 
that only 18 of the 43 classifications had active eligibility lists, and nine of the 18 lists 
were scheduled to expire on July 1, 2013 or prior to the start of the new fiscal year, 
which technically would require a new hiring list to be created, including whatever 
testing and other recruitment measures are normally followed. ESA advised that it 
could extend the expiration date of these lists, but doing so is often of marginal utility, 
since persons on the list may have obtained employment elsewhere since the list was 
created. The number of candidates on these lists ranged from a low of two, for the 
position of Medical Social Worker II, where VMC is proposing to hire one new 
employee, to a high of 142, for Clinical Nurse III, where VMC is seeking 14.6 new 
positions. 

Based on this analysis, we requested the Deputy County Executive for the Employee 
Services Agency to assess how soon after the start of the new fiscal year these new 
positions, if approved, could realistically expect to be filled. After consulting with the 
Human Resources Director for the County, and the Human Resources Manager for the 
Santa Clara County Health and Hospital System, he advised that the hiring process for 
classifications with no eligibility list would take four to six months. He noted that such 
positions could be filled by other methods, including provisional appointments, a work-
out-of-class assignment of an existing employee, a lateral transfer by an existing 
employee, or use of extra help. However, we note that any method involving 
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reassignment of existing staff still would result in a vacancy that at some point would 
have to be filled via the standard recruitment and hiring process. 

Furthermore, the SCVHHS Human Resources Manager stated that the hiring process 
for all vacant positions at Valley Medical Center is currently taking an average of four 
months. The Manager also noted that the existence of a hiring list does not necessarily 
speed up hiring, because such a list, particularly if it is very old, may not have any 
candidates who are available to accept work, because they have accepted other 
employment in the interim since the list was created. 

Based on these factors, Management Audit staff concluded that assuming full 12-month 
funding for these new positions is unrealistic. Instead, we recommend that the budget 
assume hiring as of August 1, 2013 for new positions in job classifications where there is 
a current hiring list, and hiring as of September 1, 2013 for positions without such a list. 
The SCVHHS Human Resources Manager agreed that these assumptions are 
conservative, given the current actual pace of hiring. Using these assumptions, we 
calculated the additional savings, as shown in Attachment 3. That savings is $990,291 
for the proposed new positions with an existing hiring list, and $1,429,293 for the 
proposed positions without a list. Total savings of $2,419,583 should be accounted for 
by increasing the Department’s budgeted salary reduction, because these new positions 
are vacant positions from their creation until they can be reasonably filled. Given the 
restrictions previously cited, on average these positions will not be available to fill until 
a minimum of one to two months into the fiscal year. 

 

 

 

 

 

 

 

 
50



   
Board of Supervisors Management Audit Division 

 
 

Revenue Account 4813800 Miscellaneous Income - Other 

 County Executive Management Audit Revenue 
 Recommended Proposed Increase 
 
 $183,067 $883,067 $700,000 
 

The FY 2013-14 VMC Recommended Budget as shown in the County SAP budget 
system includes only 16 revenue accounts that total $1,235,637,683, or an average of 
more than $77 million per account, as compared with the more than 130 revenue 
accounts it records and monitors in its internal MPC budget system. Because VMC does 
not separately budget all of its revenue accounts in the County budget system, it utilizes 
nondescript accounts, such as GL 4813800 Miscellaneous Income - Other to deposit 
many different revenues, even though some individual revenue sources exceed $1.0 
million annually.  Based on a review of the year-end annual report from the VMC MPC 
budget system for FY 2009-10, FY 2010-11 and FY 2011-12, it was determined that the 
Miscellaneous Income – Other account was annually budgeted based on six to 11 
individual revenue sources, but actually received revenue from 46 to 57 different 
revenue   sources   during   the   fiscal  year.  As  a  result,  VMC  has  consistently 
under-budgeted revenue in this account as shown in Attachment 5 and summarized 
below: 

VMC Miscellaneous Income – Other 
FY 2010-11 to FY 2012-13 

  Average FY 2012-13* FY 2011-12 FY 2010-11 
Budgeted Revenue Accounts 9 6 10 11  

Actual Revenue Accounts 50 46 57 46 

Budgeted Revenue 6,258,420 4,193,518 4,178,740 10,403,002 

Actual Revenue Received 7,769,016 5,577,589 6,499,265 11,230,193 

Revenue - Unbudgeted Accts 2,812,422 3,060,005 3,423,409 1,953,851 

Revenue Surplus 1,510,596 1,384,071 2,320,525 827,191 

* FY 2012-13 actual total revenue projected based on receipts through April 2013. 
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For FY 2013-14, the VMC Enterprise Fund Budget Manager reported that the MPC 
budget system includes $6,097,383 budgeted for Miscellaneous Income – Other, based 
on 12 of the 52 revenue accounts that have generated income in FY 2012-13 as shown in 
Attachment 4. The 34 active revenue accounts not budgeted in FY 2013-14 total 
$1,404,457 and are shown in the table below: 

FY 2013-14 VMC Miscellaneous Income – Other 
Unbudgeted Revenue Accounts 

 Estimated 
 Count Account Description FY 2012-13 Revenue 

1 Admin/General Supply (6572) 300 
2 Ambulatory Care Administration (6891) 528,000 
3 Emergency Treatment (6634) 2,400 
4 Environmental Services (6806) 3,086 
5 HHS Compliance (6822) 32,671 
6 Hospital Administration (6852) 116,016 
7 In-service Education-Nursing (6922) 996 
8 Medical Library (6887) 365 
9 Medical Staff - Neurology (6902) 3,300 
10 Medical Staff - Ortho Surgery (6893) 2,592 
11 Medical Staff - Rehab (6900) 5,777 
12 Medical Staff - Surgery (6895) 2,760 
13 Physician Benefits (6848) 960 
14 Rehab Research Grant (6771) 177,574 
15 VHC - Bascom Pep (6671) 167,982 
16 VHC - Milpitas (6638) 2,760 
17 Hospital Operations (6853) 545 
18 Language Services (6936) 420 
19 Medical Staff - Barbara Arons Pav (6910) 48 
20 Medical Supplies Distribution (6563) 1,267 
21 Social Services (6792) 60,839 
22 VMC Foundation Heart Failure (65XX) 136,412 
23 VMC Foundation Heart Failure (65XX) 122,353 
24 VSC - Diabetes/Metabolism/Endo (6972) 21,168 
25 CSR Equipment Control (6798) 398 
26 Human Resources (6861) 36 
27 Kitchen (6781) 60 
28 Medical Ed Admin Office (6769) 1,440 
29 Medical Staff - Tully Clinic (6761) 150 
30 MH Specialty Assessment (6711) 30 
31 Pediatric Intensive Care (6515) 5,820 
32 Radiology - Diagnostic (6595) 478 
33 VHC - Gilroy (6695) 1,134 
34 VHC - Moorpark Primary Care (6653) 4,320 

 Total $1,404,457 
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Based on the historical pattern of not budgeting more than 34 separate miscellaneous 
revenue accounts annually, and the estimated FY 2012-13 total of $1.4 million of 
unbudgeted revenue received, it is recommended that revenue account GL 4813800 
Miscellaneous Income – Other be increased by $700,000 from $183,067 to $883,067. It 
should be noted that although the VMC Enterprise Fund Budget Manager provided a 
detailed subobject schedule of the 12 revenue accounts that make up the VMC FY 2013-
14 budget estimate of $6,097,383, this amount is inconsistent with the amount included 
in the Recommended Budget of $183,067. However, OBA was unable to provide any 
detail of the revenue subobjects that comprise this account or a second miscellaneous 
revenue account included in the VMC budget GL 4727100 Other Charges for Services.  
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Expenditure Account 5256700 Emergency Room Professional Fees 

 
 County Executive Management Audit Expenditure 
 Recommended Proposed (Increase) 

 $7,860,572 $11,193,000 ($3,332,428) 

This expenditure subobject pays for the County’s contract with a firm that provides 
doctors to staff the Valley Medical Center Emergency Department and Express Care 
Clinic. Charges under the contract are based on an estimate of visits annually to the 
Emergency Department and Clinic, and a charge under the contract of $91 per visit 
authorized by the contract. 

Management Audit Division analysis of expenditures for this contract through April 
2013 estimated that year-end costs would total about $10.9 million, which equates to 
about 120,000 visits. The Valley Medical Center Enterprise Fund Budget Manager in a 
May 10, 2013 memorandum to the Board of Supervisors estimated about 118,000 visits 
would occur. In response to our inquiry regarding the basis for the current FY 2013-14 
budgeted amount, the Budget Manager reported that the proposed budget for the 
contract was again based on 123,000 visits, and a budgeted amount of $11,193,000, close 
to our estimate for total FY 2012-13 spending. Accordingly, we recommend that the 
Recommended Budget be increased to $11,193,000 from the current budgeted level, an 
increase of $3,332,428, to reflect current and anticipated experience with this contract. 
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Expenditure Account 5259000 Purchased Services-Other 
 
 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
  

 $17,928,326 $11,868,219 $6,060,107 

The Services and Supplies portion of the FY 2013-14 VMC Recommended Budget 
amounts to $313,461,274,  which is an increase of $43,335,583, or 16.0 percent over the 
FY 2012-13 services and supplies budget approved by the Board of Supervisors. This 
expenditure subobject pays for various types of consultant and services contracts, 
including communications consultants, consultants assisting with repairs and 
remodeling of selected facilities, some software licensing and maintenance, 
supplemental personnel services from temporary personnel firms and independent 
contractors. 

Actual Fiscal Year 2012-13 expenditures in this subobject were projected by 
Management Audit staff to be $12,824,294. When asked about the additional budgeted 
amount, the Valley Medical Center Enterprise Fund Budget Manager reported that a 
base budget amount of $11,868,219 had been estimated for FY 2013-14 by the hospital, 
that no additional initiatives were planned, and that he could identify no reason for the 
additional expenditure identified in the Recommended Budget. Based on our analysis 
and his comments, we recommend the budgeted expenditure be reduced to $11,868,219, 
to reflect the amount hospital staff identified as meeting their needs. This represents a 
budgeted expenditure savings of $6,060,107. 
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Realign Budget for Call Duty Costs Versus Salary Savings on Vacant Positions 
 
 County Executive Management Audit Expenditure 
Expenditure Account Recommended Proposed Decr./(Incr.) 
  
5105000-Call Duty $3,189,532 $15,859,200 ($12,669,668) 
5107000-Salary Savings (14,146,149) (26,815,817) 12,669,668 
 
Net Change ($10,956,617) ($10,956,617) $0 
 

The FY 2013-14 Recommended Budget includes $3,189,532 for Call Duty pay. This is 
pay required by Section 2.b. of the current labor agreement with Valley Physicians 
Group, which states that the “extra duty assignments” for which members receive 
additional pay include: 

“Assigned Pager Differential” 

“On-call services off site during non-business hours to be continuously 
available by pager or telephone for calls from medical professionals shall 
continue for the term of this Agreement. The hourly differential shall be 
one-quarter of the employee’s hourly rate (0.25 X hourly rate) or any 
fraction of an hour thereof.” 

Actual payments under this provision during the current fiscal year, 2012-13, have 
vastly exceeded the amount budgeted, and are projected to total approximately 
$15,088,175 at June 30, 2013. For FY 2012-13 the cost in excess of the amount budgeted 
was paid from salary and benefit savings associated with more than 400 currently 
vacant positions. For FY 2013-14, the Valley Medical Center budget includes full-year 
funding for 415.1 full-time-equivalent positions that were vacant as of April 29, 2013, 
but  are fully funded in the FY 2013-14 budget at a cost of $57.1 million. Despite the fact 
that the FY 2013-14 recommended budget includes about $57.1 million for vacant 
positions, the budget includes only $14,146,149 under the Salary Savings subobject. This 
is the subobject that is supposed to account for savings expected to occur as a result of 
staff vacancies during the year, and is used as a more efficient way of reducing over 
budgeted salary and benefit accounts rather than making adjustments to numerous 
individual pay and benefit subobjects to account for this vacancy factor. 

Board of Supervisors Policy 4.5, as amended in March 2003, states that operating 
budgets  should  generally  include  a salary savings factor of three to six percent 
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(Attachment 6). At the current budgeted level, the salary savings factor proposed in the 
Valley Medical Center budget for FY 2013-14 is only 1.80 percent, including both the 
Salary Savings Factor and a separate Budget Salary Reduction subobject. Management 
Audit Staff recommends increasing the Salary Savings subobject by $12,669,668, to 
$26,815,817. In combination with the Budget Salary Reduction subobject, this change 
would  increase budgeted salary savings in the VMC FY 2013-14 Recommended Budget 
to 3.34 percent of the total Object 1 budget, in line with Board policy, and more 
reflective of the actual salary savings level expected, based on the current level of 
vacant positions (415.1) that are funded in the FY 2013-14 budget. 

At the same time, we also recommend increasing the budget for call duty pay by 
$12,669,668, to $15,859,200, which approximates the anticipated spending for this 
subobject in Fiscal Year 2013-14 based on the existing memorandum of understanding 
(MOU). However, it is noted that the current MOU expires in November 2013 during 
the FY 2013-14 fiscal. Consequently, the FY 2013-14 cost of GL 5105000-Call Duty could 
change.  These adjustments do not create any net change in the Valley Medical Center 
budget, but realign the salary and benefits budget to more accurately match where 
expenses are incurred. 
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Expenditure Account 5101000 Permanent Employees 
  

 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 $496,236,374 $496,388,463 $152,089 
 

The VMC Budget amounts to $1.3 billion and includes more than 5,250 permanent 
positions. However, the staffing of the financial administration has not kept pace with 
the growth and complexity of the enterprise fund operations. Between FY 2009-10 and  
FY 2010-11, the Management Audit Division was assigned by the Board of Supervisors 
to evaluate the administrative and support services functions of the Health and 
Hospital System, as well as the budget policies, procedures and documentation 
supporting the preparation, monitoring and implementation of the VMC budget. We 
issued two reports that identified serious short comings and made recommendations 
for comprehensive improvements to all facets of the budget office operations. In 
addition, increases in staffing were recommended and approved by the Board of 
Supervisors. However, two years later there has been no increase in staffing at the 
budget office and the findings in this report document that many of the same serious 
problems continue. While the FY 2013-14 Recommended Budget includes a new deputy 
position to work under the Comptroller, there is no such secondary management 
position in the budget office. Consequently, the Management Audit Division 
recommends the Board authorize a new position of VMC Enterprise Fund Assistant 
Manager to strengthen the managerial resources in the office and assist in the 
organization of the office, the development of budget policies and procedures, and the 
implementation of monitoring and reporting systems. In addition, this position would 
ensure greater continuity and stability during periods of transition as managers retire or 
leave the organization. It is estimated that the salary and benefits cost of the position of 
VMC Enterprise Fund Assistant Manager would cost about $152,089 annually. 
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VMC Capital Projects Fund 0059 

Expenditure Account 5300000 Capital Projects 
  

 County Executive Management Audit Expenditure 
 Recommended Proposed Decrease 
 $3,384,867 $2,634,867 $750,000 
 

The FY 2013-14 VMC Recommended Budget for VMC Capital Projects Fund 0059 
amounts to $3,384,867 and includes $2.4 million for maintenance and operations 
(specific projects not specified), $700,000 for design of the new cath lab and CT/PET 
scanner room, $750,000 for repaving of Enborg Lane, and $250,000 to repave the 
parking lot for Building Z, which currently houses the VMC Facilities Division. Because 
these projects total $4.1 million, VMC reports that it will have to transfer additional 
monies to the Capital Projects Fund to pay for the additional costs during FY 2013-14. 
Because the County General Fund does not pay for the cost of construction, repair or 
maintenance of County roads, we contacted the Roads Department to determine why 
the proposed repaving of Enborg Lane was not a Road Fund project. We were advised 
that although Enborg Lane is a County road in the unincorporated area located on 
County-owned land, it is not included in the official County Road Book and not part of 
the County Road System maintained by the County Roads Department. This 
information was transmitted to County Counsel to evaluate the requirements for 
inclusion of a county road in the county road system.  

County Counsel reported that pursuant to Streets and Highways Code Section 941, the 
Board of Supervisors has the discretion to add roads to the County Road System for the 
convenience of the public. Further, Section 941(c) specifies that inclusion of a road into 
the County Road System can only occur upon the adoption of a resolution by the Board 
of Supervisors formally accepting a road into the County Road System. We were not 
able to determine why Enborg Lane was not previously included in the County Road 
System. However, it was determined that the County Hospital was originally 
established on its current site on Bascom Avenue about 137 years ago, in 1876. At that 
time, or in subsequent years, Enborg Lane was probably only a dirt or brick road, but 
during the intervening years the County paved and signed Enborg Lane and 
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established many key government services and offices on it. These services and offices 
include:  

 Barbara Arons Pavilion 

 Emergency Psychiatric Services,   

 Don Lowe Psychiatric Inpatient Facility 

 Health and Hospital Administration 

 County Coroner-Medical Examiner Facility 

 Della Maggoira Special Education School  

 Chandler Tripp School 

As a primary access route to these facilities, Enborg Lane, is now extensively traversed 
by County residents, making its repair and maintenance a convenience for the 
hundreds of residents who use it daily. If the Board of Supervisors adopts a resolution 
including Enborg Lane in the County Road System, it could then be maintained by the 
County Roads Department, and the $750,000 cost of the future planned repaving would 
be paid from gas tax monies deposited in the Road Fund 0023.  As of June 30, 2012, the 
Road Fund had a fund balance of $57,400,000, including $51,112,000 of unrestricted 
cash, which amounted to 97.5 percent of its annual expenditures. (The Road Fund cash 
balance compares to the $248,111,000 June 30, 2012 unrestricted cash balance of the 
General Fund, which amounted to 9.0 percent of its annual expenditures2.)   

Consequently, it is recommended that the Board of Supervisors: 

1) Reduce VMC Capital Projects funding in Fund 0059 from $3,384,867 to 
$2,634,867, a savings of $750,000; 

2) Direct County Counsel to prepare a resolution accepting Enborg Lane in the 
County Roads System pursuant to Streets and Highways Code Section 941; 
and 

3) Amend the Roads Department FY 2013-14 budget by adding $750,000 to its 
GL 5300000 Capital Projects budget for the repaving of Enborg Lane. 

                                                           
2 Includes the General Fund and the Valley Medical Center Enterprise Fund combined cash and expenditures. 
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CONCLUSIONS AND RECOMMENDATIONS 

The FY 2013-14 budget review brought to the forefront the urgent need for the Board of 
Supervisors to take immediate action to remedy the ongoing financial system 
deficiencies that continue to impair the ability of key financial offices, including the 
Controller-Treasurer, Office of Budget and Analysis, and the Management Audit 
Division to perform their financial oversight responsibilities on behalf of the Board of 
Supervisors and the taxpayers of the County.  

VMC’s Separate Financial and Budget Systems 
The VMC Enterprise Fund has been permitted to continue to operate with its own 
budget and accounting systems, separate from the SAP system of the County. Both your 
management audit staff and the County’s outside auditors are unaware of any county 
hospitals that operate duplicative budget and accounting systems, which necessitate 
performing manual reconciliations of revenues, expenditures, assets and liabilities 
continuously throughout the fiscal year.  

To illustrate the seriousness of the problems that such an arrangement can create, 
during the budget review process, we identified expenditure accounts as reported by 
the County’s SAP accounting system that were determined to be at such variance with 
the VMC system the validity of  any analysis based on this data must be questioned and 
verified through alternative means. As an example, we submitted a question to VMC to 
determine the justification for the Object Two account 5257100 Consultant and 
Management Fees. This account is budgeted in the FY 2013-14 Recommended Budget in 
the amount of $3,520,607, while the County’s SAP accounting system shows that actual 
expenditures through April 2013 amounted to only $1,168,790, and total expenditures 
projected for FY 2012-13 were only $1,402,548. VMC staff researched the account in its 
financial system and reported that it showed actual expenditures through April of 
$5,496,915. Based on this discrepancy, we then compared total Object Two expenditures 
as reported by the two systems and found that the County SAP system reported total 
expenditures of $256,478,122, while the VMC system showed expenditures of 
$266,705,901, a variance of $10,227,779. Similarly, the VMC system reported total 
revenue through April 2013 of $817,477,422, while the County’s SAP accounting system 
showed total revenue of $856,166,505, a variance of $38,689,083.  
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It is clear that VMC does not have the accounting staff resources to devote to the 
manual reconciliation process to ensure accurate information on a timely basis. It is also 
inefficient and wasteful when automated options exist. The Controller’s Office staff and 
the County’s outside financial auditors advised us that modifications to the SAP system 
and automated interfaces can be developed to remedy this problem, but that it would 
be a substantial undertaking. However, San Francisco and other counties have 
developed such solutions rather than perpetually perform time consuming, expensive 
manual reconciliations.  

VMC Budget Policies, Procedures, Documentation and Communication 

Despite the substantial attention paid by the Board of Supervisors to VMC in recent 
years in an effort to better understand and resolve ongoing budget issues, as well as 
efforts by VMC financial staff, a great deal of organizational work remains to be done to 
bring VMC’s budget operations up to a minimally acceptable level in relation to policies 
and procedures, budget office desk manuals, documentation files and coordination with 
the County budget and financial offices, as well as internal budget monitoring and 
reporting to cost center managers. However, during the period of our review of the 
VMC budget, numerous instances occurred when VMC was unaware of amounts 
included in the Recommended Budget that were significantly at variance with amounts 
for the same items in the VMC budget system, and similarly OBA was unaware of the 
detail supporting a multi-million revenue estimate in the Recommended Budget. In part 
due to staffing limitations, the VMC budget office has not had to time to accomplish the 
needed organizational work in addition to its day-to-day responsibilities. Despite 
recommended staffing additions, the office still has only one manager and three staff.  

Annual VMC Budget Format 

The current format of the VMC Recommended Budget provides the Board of 
Supervisors with extremely limited information. The $1.3 billion budget does not 
include the distribution of costs and revenues and General Fund subsidy at the 
program or cost center level. It also provides no information on what programs or 
services offered are mandated versus discretionary or what alternative levels of service 
could be considered and the associated costs and benefits of each. Consequently, the 
Board of Supervisors is presented a highly summarized budget with a General Fund 
subsidy approaching $200 million, and given no options or policy choices to consider 
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that could, in any given year, provide the Board with the flexibility to increase or 
decrease the level of services at VMC by plus or minus three to five percent in each 
direction.  

Recommendations 

It is recommended that the Board of Supervisors direct the County Executive to direct 
VMC to: 

1) Work  with  the  Office of Budget and Analysis to immediately reconcile the VMC 
FY 2013-14 proposed budget at the subobject level for both revenues and 
expenditures with the County Executive’s Recommended Budget as amended by the 
Board of Supervisors. 

2) Work with the Controller-Treasurer’s Office to develop a plan to design and 
implement an automated realtime interface of the VMC financial system with SAP. 
Submit the proposed plan including cost and timeline for implementation to the 
Board of Supervisors for approval, and report back to the Board and the County 
Executive on the status of this project every six months until implementation is 
completed. 

3) Work with the Office of Budget and Analysis and the Management Audit Division 
to develop a revised budget format for use in FY 2014-15 as described in this report. 
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	$183,067 $883,067 $700,000
	County Executive Management Audit Expenditure
	Recommended Proposed Decrease
	$496,236,374 $496,388,463 $152,089
	County Executive Management Audit Expenditure
	Recommended Proposed Decrease
	$3,384,867 $2,634,867 $750,000
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