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The Government Finance Officers Association of the United States and Canada (GFOA) presented
a Distinguished Budget Presentation Award to Santa Cruz County, California, for its Annual
Budget for the fiscal year beginning July 1, 2019. In order to receive this award, a governmental
unit must publish a budget document that meets program criteria as a policy document, as a
financial plan, as an operations guide, and as a communications device.
This award is valid for a period of one year only. We believe our current budget continues to
conform to program requirements, and we are submitting it to GFOA to determine its eligibility
for another award.
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COUNTY ADMINISTRATOR’S MESSAGE

Members of the Board:
The document before you serves as the 2020-21
Recommended Budget. It updates the Year Two
projections provided in the 2019-20 Proposed
Budget as part of our two-year budget cycle. While
each budget has its own challenges, this one has
been singular, due to the environment surrounding
its presentation.
When we started our budget development process
this year, it looked as if we would be experiencing
modest revenue improvements and the ability to
move forward with many of our important strategic
and operational objectives. However, the COVID-19
pandemic has not only changed how we are living
and working, but also created a great deal of
uncertainty about our county revenues and budget.

The severity of budget reductions that the County
faces depends in large part on the amount, if any, of
financial aid the County receives from the Federal
and State Governments. Like all local governments,
the continued ability of the County to provide
critical public services depends on Federal and
state financial aid to counteract the severe financial
distress we are facing.

Our Pre-COVID-19 planning
anticipated financing of
$878,756,539. This would
support 2477.31 funded
positions, prospective capital
projects of $10 million that
were to be primarily
financed through revenue
Faced with this uncertainty, I decided to move
bonds and would continue
forward with presenting the budget that was
the workplans presented in FY 2019-20 under our
developed before the COVID-19 Pandemic.
Strategic and Operational Plans. A forecast of
Admittedly, this is a “pro-forma” budget that does
$587,859,420 for General Fund financing
not reflect the precipitous drop in revenues that the
represented revenues of $321 million for Health and
County currently faces. I did this because it will
Human Services, $165 million in General Revenues,
serve as the baseline document to inform the
$61 million for Public Safety and Justice, $20 million
changes that will come as we address the impacts
for Land Use and Community Services, and $16
that the pandemic has had on our community.
million for General Government. The remaining $4
An August revision will be forthcoming, featuring
million represents the carry over fund balance
the proposed modifications to this document based savings originally anticipated before the pandemic.
on the developing economic effects of COVID-19
Many businesses have closed or have scaled down
and addressing the fiscal challenges we will face in
service dramatically which means that we are
the coming fiscal year.
already experiencing a severe revenue decrease in
areas such as sales tax and transient occupancy tax
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COUNTY OF SANTA CRUZ 2020-21 RECOMMENDED BUDGET
for the current fiscal year due to COVID-19.
Preliminary forecast indicates that we could lose up
to $20 million in revenues offset by some one-time
funds creating a deficit of $10-$20 million.

combination of hiring, promotion and COLA
freezes, furloughs which represented a 7.5%
reduction in pay, staff reductions through attrition
and minimal layoffs, and significant spending
reductions enacted annually over a five-year
These unanticipated revenue changes mean that
period.
reserve funds of up to $20 million may be
At this time, we expect the COVID-19 Pandemic to
required to meet the FY 2019-20 obligations.
This represents a 34% reduction in our reserve
balances to begin FY 2020-21.

Further anticipated revenue reductions in FY 202021 are dependent upon an economic recovery that
is difficult to predict at this time. Factors such as
changes in sales tax related revenues, how swiftly
different business sectors can reopen and
understanding which revenue sources are the most
vulnerable to continued reductions are all part of
the modeling scenarios which will inform the
August revisions. Preliminary estimates indicate
that reduced revenues may continue through the
summer which could result in losses between $30
and $40 million next fiscal year. Any unrestricted
assistance from the State or Federal government
would offset these losses.
This proposed budget indicates an increase in
spending from the projected budget of 13.9%,
including an increase of 3.1% in General Fund
spending, which is primarily the result of the costs
required to support existing staff of 2,128.51 funded
positions including the reduction of 11.45 positions.
General Fund expenditure increases were minimal
with only a 4.3% increase for Health and Human
Services, a 2.3% increase for Public Safety, a 0.4%
for Land Use and Community Services and a
decrease of 4.6% for General Government.
In preparation for the August revisions we will be
examining our response to the current emergency
and the expenditure changes necessary to create a
budget reflective of the estimated revenue deficits.
We were able to survive the Great Recession
through prudent fiscal management, including the

result in double the impact to County Revenues of
the Great Recession. Therefore, we will need to
implement all of these strategies to a significantly
greater degree.
We will be working closely with the departments to
reduce costs and will have great difficulty in
maintaining our mandated services. In addition, we
will be examining new ideas that have resulted
from our rapid adaptation to the Shelter-in-Place
order. This includes the continuation of remote
work as a way to consolidate our space needs and
reduce our leased building expenses.

The COVID-19 pandemic presents great difficulties
for us and everyone else around the world. In the
months ahead, we will have to make many tough
choices, but those decisions will be made with due
consideration of all potential pathways open to us
and with fidelity to our county values.
I have confidence in the leadership of our Board,
the commitment of our county staff and the support
of our community. I know we will emerge stronger
on the other side. Though we will all need to make
sacrifices to get through this challenge, I believe we
will do so while preserving our capacity to aspire,
striving to envision a different future for tomorrow
as we work toward it together from where we are
today.

Carlos J. Palacios
County Administrative Officer
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