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 June 13, 2017 

 

 

 

 

 

Honorable Board of Supervisors 

Administration Building 

Oakland, California  94612 

 

SUBJECT:  FISCAL YEAR 2017-2018 PROPOSED BUDGET 

 

Dear Board Members: 

 

The Proposed FY 2017-2018 Budget recommends a balanced $3.1 billion spending plan for 

County programs and services, including an increase of $103 million for the General Fund, and 

supports a workforce of over 9,600 employees.  The Proposed Budget closes a $108.5 million 

funding gap through a deliberate and public process, and reflects the invaluable input provided by 

your Board, agency and department heads, the Budget Workgroup and other County stakeholders. 

 

Alameda County’s financial status has benefitted from moderate but slowing growth in the 

national and local economies over the past year.  The County’s April 2017 unemployment rate of 

3.5% is roughly half of what it was four years ago.  While there is some slight evidence of wage 

growth for working-class individuals, income growth for most people other than the very wealthy, 

has remained flat or declined for decades. 

 

The rise in real estate market values led to a 7% increase in the FY 2016-2017 assessment roll, 

resulting in much-needed property tax revenue for the County.  However, higher home values and 

rents reduce the stock of affordable housing, placing additional strain on those who are paying a 

larger share of their lower incomes for housing costs.  

 

The County continues its efforts to document those most affected by economic disparities, 

cumulative State budget reductions, and potential federal actions.  These “human impacts” are 

again included in a special section of the Proposed Budget. 

 

 

  

 

COUNTY ADMINISTRATOR 
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STATE BUDGET 

 

As stated by the Legislative Analyst’s Office, the State of California’s budget is better prepared 

for an economic downturn than it has been at any time in decades.  The May Revision of Governor 

Brown’s FY 2017-2018 budget proposes total discretionary reserves of $10.1 billion and $8.5 

billion in the “Rainy Day” fund.  State General Fund revenues are now projected to be $3.3 billion 

less than the State’s budget forecast a year ago.  It is important to note that personal income taxes 

are the largest State General Fund revenue source comprising roughly 70% of the State’s General 

Fund revenue. 

 

The State is in its eighth year of economic expansion, which is only two years short of the longest 

recovery since World War II.  Given the Governor’s commitment to budgetary prudence and 

restraint, very few proposals for new spending are found in the FY 2017-2018 budget submitted 

in January or in his May Revision.  However, the Revision offers funding for the State's debt 

payments and previously approved programs – some of which were at risk of cuts in the January 

Budget, as well as a few other items: 

 

 Partial mitigation of the shift of In-Home Supportive Services (IHSS) costs from the State 

to counties 

 Restoration of the $500 million child care package that was "paused" in the January 

budget 

 Funding in the amount of $15 million for immigration services 

 Increased funding of $11 million for Continuum of Care foster care reform efforts 

 Increased funding of $4.4 million for the supervision of the Post Release Community 

Supervision population  

 

The May Revision also includes the first partial year of revenues from the historic passage of 

Senate Bill 1 (SB 1), providing funding for much needed improvements to aging and deteriorating 

infrastructure, which will improve public safety, boost our economy, and save taxpayers money in 

the future.  Cities and counties will split funding from SB 1 evenly with the State, and Alameda 

County’s average annual share of new funding from SB 1 is estimated to be $23.2 million per year 

over the next decade.  There is no sunset, and funding will grow with inflation.  Once the gas tax 

increase takes effect in November 2017, funds will be disbursed on a formula basis. 

 

 

FEDERAL BUDGET 

There continues to be a considerable amount of uncertainty regarding potential federal cuts to 

safety net and public safety programs.  The President’s budget proposes significant federal policy 

changes calling for deep cuts across a range of critical public services as well as comprehensive 

tax reform, which could have detrimental effects on the local economy. 

Proposed changes to the Affordable Care Act (ACA) and Medicaid program would have a 

devastating impact on both the County budget and the ability of County residents to access health 

care.  The American Health Care Act (AHCA) was passed by the House of Representatives, but it 
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is unclear whether the Senate will pass an ACA replacement.  The Congressional Budget Office 

has estimated that the AHCA will result in over 23 million Americans losing their health insurance.  

 

 

COUNTY BUDGET OVERVIEW 

The FY 2017-2018 Proposed Budget for all funds totals $3.1 billion, an increase of $122 million 

or 4.1% from the FY 2016-2017 Final Budget.  The General Fund, which supports most County 

operations, totals almost $2.7 billion, an increase of $103 million, or 4.0%. 

 

All Funds 

($ in millions) 

2016-2017 

Final 

2017-2018  

MOE 

2017-2018 

Proposed 

Change from 

2016-2017 

Appropriation $2,971 $3,120   $3,093    $122  

Revenue $2,971 $3,012 $3,093    $122  

Funding Gap $0  $108 $0  $0  

FTE 9,641.25 9,671.88 9,670.53  29.27 

 

General Fund 

($ in millions) 

2016-2017 

Final 

2017-2018  

MOE 

2017-2018 

Proposed 

Change from 

2016-2017 

Appropriation $2,575 $2,705 $2,678 $103 

Revenue $2,575 $2,597 $2,678 $103 

Funding Gap $0 $108 $0  $0  

FTE 7,696.62 7,735.69 7,734.34 37.72 

 

The Proposed Budget includes funding to provide mandated and essential services, meet debt 

service obligations, maintain a status quo level of infrastructure and capital funding, and adhere to 

the Board’s financial management policies.  Funding is recommended to support a workforce of 

over 9,670 full-time equivalent (FTE) positions and reflects a net increase of 29 FTE, all of which 

were approved by your Board mid-year and are fully offset with new revenue.  

 

The Proposed Budget funds cost-of-living adjustments (COLAs) for most of our employees based 

on negotiated labor agreements, and for many of our community-based organizations 

(CBOs).  The Proposed Budget includes $536.9 million for services provided by 310 CBOs, an 

increase of $25.1 million from FY 2016-2017.  This includes $78.1 million for services provided 

by the Alameda Health System (AHS).  Other CBOs funded in the Proposed Budget include non-

profit service providers, cities, school districts, and local hospitals.  A list of all CBO contracts 

with funding recommendations is included in the Appendix of the Proposed Budget document. 

 

Measure A, the voter-approved half-cent sales tax for essential health care services, which was 

reauthorized through 2034 by over 75% of voters on June 3, 2014 as Measure AA, continues to 

provide crucial funding for health services.  AHS receives 75% of the revenue directly and the 

remaining 25% is allocated by the Board of Supervisors to support other essential health services.  

The Proposed Budget includes only $31.5 million in Measure A funds for non-AHS essential 

health services as per the three-year Measure A spending plan adopted by your Board in December 
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2015.  While this is the same amount included in the FY 2016-2017 Final Budget, it is $3.5 million 

less than the current year projected receipts of $35 million.   

 

Consistent with your Board’s financial management policies, the Proposed Budget recommends 

designating $6.7 million—the equivalent of 1% of discretionary revenue—for both capital projects 

and the general reserve.  Contingencies for pending labor negotiations, benefit cost increases, and 

other contractual obligations are also included in the Proposed Budget. 

 

 

CLOSING THE GAP 

 

The Proposed Budget closes a funding gap of approximately $108.5 million that was projected 

based on the Maintenance of Effort (MOE) funding requirement.  The funding gap was determined 

by identifying the difference between the cost of maintaining existing programs and projected 

revenues.  The MOE Budget for the General Fund was just over $2.7 billion, an increase of $130 

million or 5%.  Available revenues to finance the projected MOE costs totaled about $2.6 billion, 

an increase of just $22 million, or 1%.   

 

In January, the Department of Finance (DOF) announced that the cost of the Coordinated Care 

Initiative (CCI) exceeded anticipated savings and so the DOF triggered the unwinding of the CCI 

and the IHSS Maintenance of Effort (MOE) financing arrangement between the State and counties.  

The elimination of the IHSS MOE would have resulted in a devastating cost shift of $623 million 

to counties. The anticipated cost shift for Alameda County was $40 million, representing over 

35% of the funding gap. 

 

The May Revision included an alternate proposal regarding the shift of IHSS costs from the State 

to counties, which emerged after numerous discussions between county leaders and the Governor's 

Office and Department of Finance.  The Governor included $400 million in State general funds to 

offset the IHSS cost shift in Fiscal Year 2017-2018, with declining support in the following four 

years.  An accelerated payment to counties of 1991 realignment caseload growth will also provide 

some relief to counties, especially in the next fiscal year.  Vehicle License Fee growth that counties 

would have otherwise continued to receive as realignment revenue to support social services and 

health programs will be redirected to support the IHSS program.  

 

Your Board’s Values-Based Budgeting (VBB) priorities and Strategic Vision initiatives were 

considered in developing balancing strategies within each program area.  The proposed State 

mitigation of the IHSS cost shift of $40 million is reflected as a Net County Cost reduction for the 

Public Assistance program, but is pending final State Budget actions and the determination of the 

IHSS MOE net cost increase for Fiscal Year 2017-2018.  The table below summarizes the total 

proposed net cost reductions by program area: 
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PROPOSED BUDGET BALANCING 

 

General Fund 

 

Program Area 

Net County Cost 

Reductions ($ millions) 

General Government $22.3 

Health Care   19.3 

Public Assistance  51.4 

Public Protection  13.6 

Countywide Strategies   1.9 

   Total               $108.5 

 

Proposed solutions to close the $108.5 million funding gap include a combination of spending 

reductions, revenue increases, and one-time strategies.  The $1.9 million in countywide strategies 

reflects updated projections of property taxes. 

 

The Proposed Budget recommends the use of $63.8 million or 59% in ongoing strategies and $44.7 

million or 41% in one-time strategies, with most of the one-time savings coming from the Fiscal 

Management Reward Program (FMR).  The FMR net savings have been generated through the 

efforts of County agencies/departments to operate their programs well within budget, mitigate 

future funding cuts and maintain the continuity of services.  FMR is considered a one-time funding 

source as these savings may not be available to assist with balancing budgets in future years.  A 

structural imbalance between ongoing revenues and expenditures remains, largely due to the 

State’s ongoing shift of property taxes from local governments. 

 

 

 

Proposed  

Budget Balancing Strategies 

Net County Cost 

Reductions  

($ millions) 

Ongoing Strategies  

   Program  appropriation reductions  $24.9 

   Program revenue increases    38.9   

Subtotal Ongoing Strategies  $63.8 

  

One-Time Strategies  

   Fiscal Management Reward (FMR) Savings  $30.8 

   One-time appropriation reductions     2.6 

   One-time revenues    11.3  

Subtotal One-Time Strategies $44.7 

Grand Total Balancing Strategies  $108.5 
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PROGRAM AREA NET COST REDUCTIONS AND FUNDING CONCERNS 
 

General Government – The General Government program area contributed net cost savings of 

$22.3 million through $0.3 million in spending reductions, $1.5 million in increased revenue, and 

$20.5 million in FMR savings.   

 

The White House has proposed a number of cuts for U.S. Department of Housing and Urban 

Development (HUD) programs, including the Community Development Block Grant (CDBG) and 

the HOME Investment Partnerships program.  While pending federal budget impacts are not 

included in the Proposed Budget, reductions in CDBG funding could mean fewer improvements 

to low-income communities and fewer direct services such as the Meals on Wheels program, job-

training programs, and services to homeless individuals and families.  The HOME program 

provides financial assistance for renters and low-income families interested in becoming first-time 

homebuyers. Further reductions in HOME funding could reduce the number of households served 

by those programs by approximately 30-40 households per year.  

 

Health Care – The Health Care Services Agency contributed net cost savings of $19.3 million 

through $8.9 million in appropriation reductions, $3.4 million in increased revenue, and $7 million 

in FMR savings.  The spending reductions included savings of $0.2 million from the elimination 

of 1.35 vacant, funded positions, $8 million in contract reductions with service providers to align 

the budget with current caseloads, and $0.7 million in other reductions.  Revenue adjustments 

include a $1 million increase in one-time Tobacco Master Settlement funds,  $1.5 million in Medi-

Cal revenue, and $0.9 million in other increased program revenue.   

In addition to proposed changes to the ACA, there are also a number of administrative actions the 

President could take to weaken the ACA exchanges and Medicaid, and the President’s budget calls 

for significant cuts to other essential health care programs.  Locally, 160,000 newly insured 

residents could lose health coverage if the ACA is repealed without a replacement.  

 

Public Assistance – The Public Assistance program area achieved net cost savings of $51.4 

million through $16.0 million of appropriation reductions and $35.4 million revenue increases. 

$40 million of the $51.4 million in savings is from the proposed State mitigation of the IHSS cost 

shift, which is pending final State budget actions.  Reductions for the CalWORKs program as well 

as prior-year closeout revenue account for the additional $11.4 million in savings proposed to help 

close the funding gap.  While the Governor has worked with counties to provide temporary relief 

for the IHSS cost shift, a considerable financing burden will shift from the State to counties in 

subsequent years, which absent ongoing State relief, will result in the reduction of other County 

services. 

Funding for Supplemental Security Income/State Supplementary Payment (SSI/SSP) and 

CalWORKs continues to be insufficient for recipients to successfully live above the federal 

poverty level, much less meet self-sufficiency standards in high cost-of-living areas like Alameda 

County. Service funding and coordination specific to individuals, families, children, and youth 

experiencing homelessness continue to outpace that which can be provided by local agencies 

alone. 
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Public Assistance programs are highly vulnerable to both State and federal changes in funding.  

This is especially concerning given the President's proposed budget which reflects a desire to cut 

the safety net.  Though the May Revision continues to highlight spending, the State has committed 

to combat poverty since 2012.  Social services programs cut during the recession have yet to be 

restored to pre-recession levels. 

 

Public Protection – The Public Protection program area achieved net cost savings of $13.6 million 

through $2.3 million in appropriation reductions, $8.0 million in revenue increases, and $3.3 

million of FMR savings.  Appropriation reductions include decreased discretionary operating 

expenses in the Sheriff’s Office of $2 million and $0.3 million in indigent defense contract costs. 

Public Protection revenue adjustments totaled $8 million including increases in the Sheriff’s 

negotiated contracts ($6 million) and the District Attorney’s revenue from fines and forfeitures ($2 

million). 

FMR savings contributed by the Public Defender and Probation department further reduced the 

net cost of this program area.  

Proposition 57, also known as the Public Safety and Rehabilitation Act of 2016 was approved by 

California voters in November 2016.  Beginning July 1, 2017, eligible parolees will be released to 

County-administered Post Release Community Supervision, resulting in an increase in caseloads 

for Probation Departments.  While the State has indicated it will provide some funding to support 

the increased costs that counties will incur as a result of Proposition 57, it is not clear that this 

funding will be adequate to cover increased costs.  

Proposed cuts at the federal level will potentially impact a number of Public Safety programs, 

including the State Criminal Alien Assistance Program, which the Sheriff's Office has been 

awarded annually, the Community Oriented Policing Services (COPS) program, and funding for 

victims of crime.  

State revenues from fines and forfeitures continue to decline, particularly for trial court funding 

and local public protection efforts.  Lastly, while the State formula for the distribution of AB 109 

Public Safety Realignment funding has been established, it is still unknown whether the County’s 

FY 2017-2018 base allocation will be sufficient to fund the cost of Public Safety program 

responsibilities realigned by the State.  Furthermore, the allocation of future growth will be 

dependent on the development of statewide performance metrics. 

 

FISCAL MANAGEMENT REWARD (FMR) SAVINGS 

 

Your Board’s FMR Program allows General Fund departments to carry over net savings each 

fiscal year to be used in subsequent years for budget balancing, one-time expenditures and/or 

program enhancements. Through ongoing cost-saving and revenue generation efforts, County 

agencies/departments contributed $30.8 million in prior-year FMR savings to help balance the FY 

2017-2018 budget. 
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Program Area Use of FMR 

($ millions) 

General Government       $20.5 

Health Care  7.0 

Public Assistance  0.0 

Public Protection  3.3 

   Total FMR   $30.8 

 

Ongoing efforts by agencies and departments to reduce spending and conserve resources have 

enabled the County to mitigate major program reductions and maintain vital services.  However, 

departments must continue to balance these efforts with the need to fund increased costs and meet 

the growing demand for essential services in all program areas. 

 

 

UNFUNDED OBLIGATIONS 

 

While your Board has adhered to your long-standing financial management policies, which 

include strategies and guidelines to build and maintain prudent reserves, the County has unfunded 

obligations that must be considered.  At the close of FY 2015-2016, the County estimated its long-

term unfunded obligations were approximately $2.75 billion.  Pension costs for current and future 

retirees account for $1.6 billion of the total unfunded liabilities.  To date, the County has issued 

General Fund debt of $607 million related to construction of the Acute Care Tower Replacement 

project for the Alameda Health System (AHS) and has remaining pension obligation bond (POB) 

debt of $200 million.  Other outstanding debt includes the County’s shared ownership of the 

Coliseum/Arena and other prior capital commitments for essential facilities like the Juvenile 

Justice Facility and Santa Rita Jail.  The updated five-year Capital Improvement Plan to be 

presented to your Board identifies nearly $300 million of unfunded capital projects and deferred 

major maintenance on County-owned properties that, if not addressed, will increase dramatically 

as buildings and infrastructure continue to age.  

 

The debt incurred by the County for capital improvements was based on responsible financial 

plans that identified revenue sources to retire the debt over time and ensure that the County was 

also able to maintain its core services and other mandated commitments.  The Proposed Budget 

includes funds for annual debt service payments and the County’s annual required contributions 

to the pension fund through the Alameda County Employees’ Retirement Association (ACERA).  

Potential reductions in the assumed rate of return will result in increased contribution rates for 

participating employers over the next few years.  In response to your Board’s directive that the 

County Administrator and Auditor-Controller consider options to reduce the County’s unfunded 

pension liability using existing designations and reserves, your Board has authorized transfers to 

date totaling $500 million into a new designation to help reduce the County’s portion of the 

unfunded pension liability. Your Board also extended the policy to annually augment the 

designation for unfunded pension liability by up to an additional five years.  Paying down future 

liabilities will reduce annual principal payments and interest, and will ultimately improve the 
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County’s ability to plan for and invest in future projects and initiatives while maintaining our 

strong credit ratings and recent upgrades.  

 

 

PENDING FACTORS 

Although the economy continues to improve, ensuring adequate and stable long-term funding for 

County programs and services remains a challenge.   Given the length of the current economic 

recovery, there are concerns that sales tax and vehicle license fee-based revenues may not be 

sufficient to fully fund the cost of program responsibilities transferred by the State to counties in 

health care, public assistance and now public safety.  Our growing reliance on federal and State 

funding bears careful monitoring given the specter of election-driven policy changes and fiscal 

challenges that could result in funding cuts or further shifts of program responsibilities to counties 

without adequate financial resources.  

Alameda County residents rely on many important County-provided health, public safety and 

economic assistance services to, in the words of the County’s mission statement, “enrich their 

lives.”  Long-term financial issues such as the increased costs of health care, employee salary and 

benefit costs, and economically-sensitive revenue sources will continue to challenge our limited 

discretionary resources. Careful assessment of existing services, diligent review of proposed 

services and strategic decisions about the use of available financial resources will be vitally 

important over the next few years to focus on effective and efficient service delivery and long-

term financial stability.  

A healthy economy, in the eighth year of a recovery, has reduced unemployment, spurred 

automobile sales and increased home values.  Even now, Alameda County continues to experience 

a structural deficit where ongoing expenses are greater than ongoing revenues.  Moreover, while 

we have been able to contribute regularly to reserve funds, a dip in the economy that reduces 

property values and taxes and sales tax revenue will quickly increase the size of future budget 

gaps.  Unfortunately, that decline in the economy and vital discretionary revenue is now closer 

than ever.  Attention will be required to identify solutions to the structural deficit and address the 

increasing amount of unfunded capital projects and deferred major maintenance needs.  These and 

other key issues may require policy decisions by your Board to guide departments on effectively 

managing future operating cost increases in coordination with development of sustainable revenue 

sources.   

 

 

RECOMMENDATIONS 

County stakeholders have balanced the FY 2017-2018 Proposed Budget through a collective effort 

to develop a sustainable approach to providing services in the coming year.  In addition, balancing 

the FY 2017-2018 Proposed Budget using a significant amount of one-time funds will necessitate 

careful monitoring throughout the year to ensure that expenditures remain within budget and 

estimated revenue is fully realized.  
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As you conduct public hearings and deliberate on the FY 2017-2018 Proposed Budget, your 

Board’s leadership and strong fiscal management will assist the County in maintaining that critical 

balance between service demands and limited financial resources. 

 

Therefore, it is recommended that your Board: 

 

1. Accept the FY 2017-2018 Proposed Budget for review pending public hearings; 

 

2. Set public hearings on the Proposed Budget to commence on Monday, June 26, 2017, at 1:30 

p.m. per schedule as outlined in the Attachment; and 

 

3. Conduct public hearings and/or public meetings to consider charges for the Emergency 

Medical Services District, Fire Department Emergency Medical Services, Flood Control 

District, and Clean Water Protection. 

 

Respectfully submitted, 

 

 

/s/ 

Susan S. Muranishi 

County Administrator 

 

 

Attachment 

c: Agency/Department Heads 

 Budget Workgroup 

 Legislative Advocates 

 Community-Based Organizations 

 Labor Representatives 



 

 

xi 

Attachment 

 

 

 

FISCAL YEAR 2017-2018 PROPOSED 

COUNTY BUDGET HEARING SCHEDULE 
 

 

Date/Time Program 

   

Tuesday, June 13 1:30 p.m. Presentation of Proposed Budget 

   

Monday, June 26 1:30 p.m. Hearings on Proposed Budget 

   

Tuesday, June 27 2:00 p.m. Hearings on Proposed Budget 

   

Wednesday, June 28 1:30 p.m. Final Budget Deliberations 

   

Friday, June 30 1:00 p.m. Adoption of Final FY 2017-2018 

Budget 

 

 

 

 

 

 


