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The Board of Supervisors 
County of Santa Clara 
San Jose, California 
 

Independent Auditors’ Report 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component units, each major fund, and the aggregate 
remaining fund information of the County of Santa Clara, California (the “County”), as of and for the 
fiscal year ended June 30, 2011, which collectively comprise the County’s basic financial statements as 
listed in the table of contents.  These financial statements are the responsibility of the County’s 
management.  Our responsibility is to express opinions on these financial statements based on our audit.  
We did not audit the financial statements of certain discrete component units (collectively, “Affiliates”) of 
the Housing Authority of the County of Santa Clara (the “Housing Authority”), a discrete component unit 
of the County.   In addition, we did not audit the financial statements of the FIRST 5 Santa Clara County; 
the County Sanitation District 2 – 3 of Santa Clara County; the Santa Clara County Vector Control 
District; the Silicon Valley Tobacco Securitization Authority; the Santa Clara County Tobacco 
Securitization Corporation; and the Santa Clara County Central Fire Protection District, the South Santa 
Clara County Fire District, and the Los Altos Hills County Fire District (collectively, “Fire Districts”).  
The financial statements audited by other auditors represent the following percentages of assets, net assets 
and revenues as of and for the fiscal year ended June 30, 2011: 
 

Assets and
Deferred

Opinion Unit Outflows Net Assets Revenues
Governmental activities 3.2% 8.1% 4.0%
Business-type activities 0.6% 1.4% 0.2%
Aggregate discretely presented component units 67.3% 43.7% 19.4%
Aggregate remaining fund information 1.7% 1.7% 0.6% 

 
Those financial statements were audited by other auditors whose reports thereon have been furnished to 
us, and our opinion, insofar as it relates to the amounts included for those entities, is based on the reports 
of the other auditors. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes consideration 
of internal control over financial reporting as a basis for designing audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the County’s 
internal control over financial reporting.  Accordingly, we express no such opinion.  An audit also 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by management, as 
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well as evaluating the overall financial statement presentation. We believe that our audit and the reports 
of other auditors provide a reasonable basis for our opinions. 
 
In our opinion, based on our audit and the reports of other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the governmental 
activities, the business-type activities, the aggregate discretely presented component units, each major 
fund, and the aggregate remaining fund information of the County as of June 30, 2011, and the respective 
changes in financial position and cash flows, where applicable, thereof for the fiscal year then ended in 
conformity with accounting principles generally accepted in the United States of America.  
 
As discussed in Note 1(o) to the financial statements, the County adopted the provisions of Governmental 
Accounting Standards Board Statement No. 54, Accounting and Financial Reporting for Fund Balance 
Reporting and Governmental Fund Type Definitions.   
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis; the schedules of funding progress; and the budgetary comparison schedule - 
General Fund – budgetary basis listed in the table of contents be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required 
by the Governmental Accounting Standards Board, who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical 
context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which consisted 
of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, 
and other knowledge we obtained during our audit of the basic financial statements. We do not express 
an opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the County’s financial statements as a whole. The introductory section, combining and 
individual fund statements and schedules, statistical section and glossary section are presented for 
purposes of additional analysis and are not a required part of the financial statements. The combining and 
individual fund statements and schedules are the responsibility of management and were derived from 
and relate directly to the underlying accounting and other records used to prepare the financial 
statements. The information has been subjected to the auditing procedures applied by us and the other 
auditors in the audit of the financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used to prepare 
the financial statements or to the financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
based on our audit in the reports of other auditors, the information is fairly stated in all material respects 
in relation to the financial statements as a whole. The introductory, statistical and glossary sections have 
not been subjected to the auditing procedures applied by us and the other auditors in the audit of the basic 
financial statements and, accordingly, we do not express an opinion or provide any assurance on them. 
 
 
 
Walnut Creek, California 
February 7, 2012 
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County of Santa Clara 
Management’s Discussion and Analysis 

Required Supplementary Information - Unaudited  
 
As management of the County of Santa Clara (the County), we offer readers of the County’s financial 
statements this narrative overview and analysis of the financial activities of the County for the fiscal year ended 
June 30, 2011.  We encourage readers to consider the information presented here in conjunction with additional 
information that we have furnished in our letter of transmittal, which can be found on pages i to vi of this 
report. 
 

FINANCIAL HIGHLIGHTS 
 
· The assets of the County exceeded its liabilities by $1.63 billion (net assets) at June 30, 2011.  Of this 

amount, $274.1 million (unrestricted net assets) may be used to meet the County’s ongoing obligations to 
its citizens and creditors and $397.9 million (restricted net assets) may be used for the County’s ongoing 
obligations related to programs with external restrictions.  The County’s net assets invested in capital 
assets, net of related debt were $960.2 million.  (See further detail in Table 1 on page 6). 

 
· The County’s total net assets increased by $11.0 million for the year.  (See further detail in Table 2 on 

page 10). 
 
· At June 30, 2011, the County governmental funds reported combined fund balances of $697.6 million, an 

increase of $54.0 million from the prior year.  Approximately 35.7 percent of the combined fund balances, 
$248.8 million, is available to meet the County’s current and future needs. 

 
· The County’s investments in capital assets increased by $98.7 million or 5.7 percent.  (See further detail in 

Table 5 on page 18).  
 
· The County’s total long-term debt, net of retirements of $55.4 million and additions of $34.7 million for the 

year, decreased by $20.7 million or 1.2 percent during the current fiscal year.  (See further detail in Table 6 
on page 19). 

 
· At June 30, 2011, the County’s unassigned fund balance for the General Fund was $159.7 million or 8.2 

percent of total General Fund expenditures.  
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
Management’s discussion and analysis are intended to serve as an introduction to the County’s basic financial 
statements.  The County’s basic financial statements comprise three components 1) government-wide financial 
statements, 2) fund financial statements, and 3) notes to the basic financial statements.  Required supplementary 
information is included in addition to the basic financial statements. 
 
Government-wide Financial Statements 
The government-wide financial statements are designed to provide readers with a broad overview of County 
finances, in a manner similar to a private-sector business. 
 
The statement of net assets presents information on all County assets and liabilities, with the difference 
between the two reported as net assets.  Over time, increases or decreases in net assets may serve as a useful 
indicator of whether the financial position of the County is improving or deteriorating. 
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The statement of activities presents information showing how net assets changed during the most recent fiscal 
year.  All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, 
regardless of the timing of related cash flows.  Thus, revenues and expenses are reported in the government-
wide statements for some items that will result in cash flows in future fiscal periods (e.g., uncollected taxes and 
earned but unused vacation leave). 
 
The government-wide financial statements distinguish functions of the County that are principally supported by 
taxes and intergovernmental revenues (governmental activities) from other functions that are intended to 
recover all or significant portion of their costs through user fees and charges (business-type activities).  The 
governmental activities of the County include general government, public protection, public ways and facilities, 
health and sanitation, public assistance, education and recreation and culture.  The business-type activities of 
the County include a hospital—Santa Clara Valley Medical Center (SCVMC), three airports (Reid Hillview, 
Palo Alto and South County) and a sanitation district (County Sanitation District No. 2-3 of Santa Clara 
County).  
 
Component units are included in the basic financial statements and consist of legally separate entities for which 
the County is financially accountable.  Because of the governing board relationship and the exclusivity of 
County services, the financial operations of some component units are blended in the County’s basic financial 
statements.  These component units are the Santa Clara County Central Fire Protection District, South Santa 
Clara County Fire District, Los Altos Hills County Fire District, Santa Clara County Library, Santa Clara 
County Vector Control District, County Sanitation District No. 2-3 of Santa Clara County, Santa Clara County 
Financing Authority, Santa Clara County–El Camino Hospital District Hospital Facilities Authority, Santa 
Clara County Tobacco Securitization Corporation and the Silicon Valley Tobacco Securitization Authority.  
The Housing Authority of Santa Clara County and the FIRST 5 Santa Clara County are reported as discrete 
component units of the County.  
 
The government-wide financial statements can be found on pages 21 – 23 of this report. 
 
Fund Financial Statements  
A fund is a grouping of related accounts that are used to maintain control over resources that have been 
segregated for specific activities or objectives.  The County, like other state and local governments, uses fund 
accounting to ensure and demonstrate finance-related legal compliance.  All of the funds of the County can be 
divided into three categories: governmental funds, proprietary funds and fiduciary funds. 
 
Governmental funds 
Governmental funds are used to account for essentially the same functions reported as governmental activities 
in the government-wide financial statements.  However, unlike the government-wide financial statements, 
governmental funds financial statements focus on near-term inflows and outflows of spendable resources, as 
well as on balances of spendable resources available at the end of the fiscal year.  Such information may be 
useful in evaluating the County’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial statements, it 
is useful to compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide financial statements.  By doing so, the readers may better 
understand the long-term impact of the government’s near-term financing decisions.  Both the governmental 
funds balance sheet and the governmental funds statement of revenues, expenditures and changes in fund 
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental 
activities. 
 
The County maintains 26 individual governmental funds.  Information is presented separately in the 
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures and 
changes in fund balances for the General Fund.  Data from other governmental funds are combined into a single 
aggregated presentation.  Individual fund data for each of these nonmajor governmental funds is provided in the 
form of combining statements and schedules elsewhere in this report. 
 
The governmental funds financial statements can be found on pages 24 - 27 of this report. 
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Proprietary funds 
The County maintains two kinds of proprietary funds.  Enterprise funds are used to report the same functions 
presented as business-type activities in the government-wide financial statements.  The County uses enterprise 
funds to account for one hospital—Santa Clara Valley Medical Center (SCVMC), three airports (Reid Hillview, 
Palo Alto and South County) and one sanitation operation (County Sanitation District No. 2-3 of Santa Clara 
County).  Internal service funds are an accounting device used to accumulate and allocate costs internally 
among the County’s various functions.  The County uses internal service funds to account for its information 
services, fleet management, insurance claims, printing services, unemployment insurance, workers’ 
compensation, employee benefits, pension obligations and retirees’ healthcare.  The internal service funds have 
been allocated between the governmental activities and business-type activities based on the relative percentage 
of use of the internal service funds in these activities. 
 
Proprietary fund statements provide the same type of information as the business-type activities column in the 
government-wide financial statements, but in more detail.  The proprietary fund financial statements provide 
separate information for the SCVMC, which is considered a major fund.  The financial statements of the 
nonmajor enterprise funds (Airport and Sanitation District) are combined into a single aggregated presentation.  
Similarly, the County’s nine internal service funds are combined into a single aggregated presentation in the 
proprietary funds financial statements.  Individual fund data for the enterprise funds and the internal service 
funds is provided in the form of combining statements section of this report. 
 
The proprietary funds financial statements can be found on pages 28 - 31 of this report. 
 
Fiduciary funds  
The Fiduciary Funds are used to account for resources held for the benefit of parties outside the County.  
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those 
funds are not available to support the County’s own programs.  The accounting used for fiduciary funds is 
much like that used for proprietary funds except for agency funds. 
 
The fiduciary funds financial statements can be found on pages 32 - 33 of this report. 
 
Notes to the Basic Financial Statements  
The notes to the basic financial statements provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.  The notes can be 
found on pages 35 - 101 of this report. 
 
Required Supplementary Information  
The required supplementary information is presented concerning the County’s progress in funding its 
obligation to provide pension and other postemployment benefits (OPEB) to its employees and the County 
General Fund budgetary comparison schedule.  The County adopts an annual appropriated budget for its 
General Fund.  A budgetary comparison schedule has been provided for the General Fund to demonstrate 
compliance with this budget.  Required supplementary information can be found on pages 102 - 116 of this 
report. 
 
Combining Statements and Schedules 
The combining and individual fund statements and schedules referred to earlier provide information for discrete 
component units, nonmajor governmental funds, nonmajor enterprise funds, internal service funds, and certain 
fiduciary funds and are presented immediately following the required supplementary information.  Combining 
and individual fund statements and schedules can be found on pages 117 - 177 of this report. 
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GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
The County’s assets exceeded its liabilities by $1.63 billion (net assets) at June 30, 2011.  As stated earlier, net 
assets may serve over time as a useful indicator of a government’s financial position.  When applicable, prior 
year numbers have been reclassified to make them comparable to the current year. 

 
Table 1—Net Assets (in thousands) 

 
Dollar Percent

2010 2011 2010 2011 2010 2011 Change Change
Current and other assets $ 1,784,134     $ 1,992,097$     $ 569,743        $ 521,356$      $ 2,353,877      $ 2,513,453      $ 159,576     6.8%
Captial assets 1,035,660     1,070,707       701,042        764,721        1,736,702      1,835,428      98,726       5.7%

Total assets 2,819,794     3,062,804       1,270,785     1,286,077     4,090,579      4,348,881      258,302     6.3%
Deferred outflows on derivative instrument -                -                  16,122          12,679          16,122           12,679           (3,443)        (21.4%)

Total assets and deferred outflows on
derivative instruments 2,819,794     3,062,804     1,286,907   1,298,756   4,106,701    4,361,560      254,859   6.2%

Current and other liabilities 244,154        397,238          139,144        157,362        383,298         554,600         171,302     44.7%
Long-term liabilities 1,460,492     1,557,191       625,602        604,868        2,086,094      2,162,059      75,965       3.6%
Noncurrent derivative instrument liabilities -                -                  16,122          12,679          16,122           12,679           (3,443)        (21.4%)

Total liabilities 1,704,646     1,954,429       780,868        774,909        2,485,514      2,729,338      243,824     9.8%
Net assets:
Invested in capital assets, net

 of related debt 801,069        851,562          211,047        279,321        889,972         960,230         70,258       7.9%
Restricted net assets 271,433        396,644          329,913        267,510        311,140         397,877         86,737       27.9%
Unrestricted net assets 42,646          (139,831)        (34,921)         (22,984)         420,075         274,115         (145,960)    (34.7%)

Total net assets $ 1,115,148     $ 1,108,375     $ 506,039      $ 523,847      $ 1,621,187    $ 1,632,222      $ 11,035     0.7%

TotalGovernmental 
Activities

Business-type
Activities Total

In accordance with GASB guidance, the County reclassified $266.3 million of the primary government’s total 
net assets amounts from restricted to unrestricted and $170.7 million from invested in capital assets net of 
related debt to unrestricted.  Additional information on the presentation can be found in Note 11 on page 83 of 
this report.  
 
Assets 
The County’s total assets and deferred outflows on derivative instruments increased $254.9 million or 6.2% 
percent primarily due to the following: 
 
Governmental activities. Total assets for the governmental activities increased by $243.0 million mainly 
because current and other assets increased by $207.9 million. The primary reasons were increases of $230.6 
million of unrestricted cash, $114.4 million in net receivables, and $24.9 million in securities lending (which 
offsets an equal amount recorded as a liability).  These increases were offset by decreases of $150.2 million in 
due from other government agencies. 
 
The change in unrestricted cash was due to increases of: $63.7 million from Proposition 63 funding for mental 
health programs, $101.2 million in reduced transfers to Santa Clara Valley Medical Center, $19.0 million from 
the issuance of Qualified Energy Conservation Bonds, and $10.0 million from financing delinquent property 
taxes. 
 
The increase in net receivables was mainly due to recording an increase $110.0 million of property tax 
receivables in the General Fund.  During FY 2011, the County issued Teeter Plan Obligation Commercial Paper 
Notes and proceeds were transferred to the Apportioned Tax Resources Agency Fund (Tax Fund) in exchange 
for property taxes receivable previously recorded in the Tax Fund. 
 
The increase in security lending collateral was mainly due to the increase in overnight cash at year end.   
 
The decrease in due from other governmental agencies is mainly because of a decrease of $100.9 million short-
term borrowing to the Tax Fund in FY 2010 as the Tax Fund had negative cash position at June 30, 2010.  This 
short-term borrowing was not recorded in FY 2011 due to the issuance of Teeter Plan Obligation Commercial 
Paper Notes and subsequent transfer of proceeds as discussed above.  The County also entered into a settlement 
agreement with San Jose Redevelopment Agency (see discussion at Note 4) and collected part of the receivable  
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that led to the decreases in due from other governmental agencies of $16.3 million. There were also decreases 

of $9.3 million from the American Recovery and Reinvestment Act for Temporary Assistance for Needy 

Families (TANF) Emergency Contingency Fund because the program ended in FY 2011, $11.6 million because 

of payments received from Federal and State governments earlier than in prior years, and $4.0 million because 

of a receipt of payment from the Milpitas Redevelopment Agency for Elmwood Sale.  Also, a decrease resulted 

from an increase in reserves for potential claims disallowances and mental health overpayments of $19.8 

million. 

 

The decreases in due from other governmental agencies as discussed above were offset by an increase of $11.4 

million in SB90 claims from programs suspended by the state, $7.6 million in state funding of the In Home 

Support Services, and $8.2 million of increased welfare realignment funding from Social Service Agency 

caseload growth.  

 

Capital assets used to support governmental activities increased by $35.0 million or 3.4 percent; depreciable 

capital assets increased by $72.1 million, while non-depreciable capital assets decreased by $37.1 million. 

Changes in capital assets will be discussed in the Capital Assets section on page 17 and Note 6 on page 60. 

 

Business-type activities. Total assets and deferred outflows for the business-type activities increased by $11.8 

million or 0.9 percent.  Current and other assets decreased $48.4 million, capital assets increased $63.7 million, 

and deferred outflows on derivative instruments decreased $3.4 million. 

 

The decrease in current and other assets was mainly due to reductions in restricted cash and investments of 

$78.4 million and net receivables of $20.9 million which were offset by  increases in cash and investments of 

$6.6 million, due from other governmental agencies of $11.8 million, and internal balances of $24.6 million. 

 

Restricted cash and investments decreased by $78.4 million due to the usage of funds for SCVMC capital 

projects.  Patient accounts receivable, which represent the estimated net realizable value of amounts due from 

patients and their insurers for health care services, decreased $20.9 million due to lower volume, a less 

favorable payor mix, and initiatives to improve the timeliness of collections and adjustments.   

  

Changes in capital assets will be discussed in the Capital Assets section on page 17 and Note 6 on page 60.  

 

Liabilities 

The County’s total liabilities increased by $243.8 million or 9.8 percent mainly due to the following: 

 

Governmental activities.  Total liabilities for the governmental activities increased by $249.8 million or 14.7 

percent due to an increase of current and other liabilities of $153.1 million and non-current liabilities of $96.7 

million.  The increase in current and other liabilities is mainly due to a $119.8 million increase in short-term 

debt and a $24.9 million increase in security lending collateral (which offsets an equal amount recorded as an 

asset).  

 

The increase in short-term debt payable is mainly because of in the issuance of Teeter financing commercial 

paper issued just before the close of the fiscal year in June 2011.   

 

The increase in security lending collateral was due to the increase in overnight cash at year end.   

 

The increase in noncurrent liabilities results primarily from an addition of $81.6 million in the County’s OPEB 

liability. The County deferred paying a portion of its OPEB annual required contribution in FY 2010 and 

FY 2011 in order to maintain its working capital in light of the State’s budget crisis. 

 

Business-type activities. Total liabilities for the business-type activities decreased by $6.0 million or 0.8 

percent.  Long term liabilities decreased by $24.2 million.  Current and other liabilities increased by $18.2 

million.   
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Noncurrent liabilities decreased by $20.7 million mainly because of scheduled debt service payments of $21.5 

million during the year. 

 

This was offset by an increase in accounts payable of $17.9 million mainly due to the timing of payment of a 

significant invoice of $20.1 million for construction services performed during FY 2011. 

 

Net Assets 

 

The County’s unrestricted net assets of $274.1 million (16.8 percent) may be used to meet the County’s 

ongoing obligations to citizens and creditors. The largest portion of the County’s net assets of $960.2 million 

(58.8 percent) reflects its investment in capital assets (e.g., land, buildings and improvements, infrastructure, 

and equipment and vehicles) net of accumulated depreciation, less any related outstanding debt used to acquire 

those assets.  The County uses these capital assets to provide services to citizens; consequently, these assets are 

not available for future spending.  Although the County’s investment in its capital assets is reported net of 

related debt, the resources needed to repay this debt must be provided from other sources, since the capital 

assets themselves cannot be used to liquidate these liabilities.  The remaining $397.9 million (24.4 percent) of 

the County’s net assets represents resources that are subject to external restrictions on how they may be used. 

 

At the end of the current fiscal year, the County reported positive balances in all categories of net assets for its 

governmental activities and for its business-type activities with the exception of negative balances of $139.8 

million and $23.0 million in unrestricted net asset category of its governmental and business-type activities, 

respectively.  As described above, the negative unrestricted net assets balances were offset on the County-wide 

level through reclassifications of $266.3 million from restricted and $170.7 million from invested in capital 

assets net of related debt.  

 

The County’s net assets increased by $11.0 million 0.7 percent for the year. This change in net assets is 

explained below in the context of the County’s governmental and business-type activities. 
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Governmental activities 
The governmental activities decreased the County’s net assets by $6.8 million.  Revenues exceeded expenses 
by $82.9million. In addition, net transfers of $89.6 million were made to the business-type activities.  
 
As an arm of the state government, the County provides various mandated services, such as public assistance, 
public health, and mental health.  Revenues directly generated by or attributable to a specific governmental 
function are called program revenues.  These include charges for services and restrictive (program specific) 
grants and contributions, both operating and capital.  The following chart shows the County’s program 
revenues and expenses for the year.  Not included in this chart are the general revenues: taxes (property, 
business, and sales), unrestricted grants, investment income, gain on sale of capital assets, and other revenue.  
These general revenues are not shown by program, but are available to support the program activities 
countywide. 
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Changes in the County’s net assets from its governmental activities are explained in the context of changes in 
revenues and expenses: 
 

Table 2—The Change in Net Assets (in thousands) 

Dollar Percent
2010 2011 2010 2011 2010 2011 Change Change

Revenues:
Program revenues:
Charges for services 270,534$       284,299$      821,702$     831,290$        1,092,236$     1,115,589$       23,353$      2.1%
Operating grants and contributions 1,109,374      1,197,334     17,810         113,466          1,127,184       1,310,800         183,616      16.3%
Capital grants and contributions 28,488           7,722            7,811           7,503              36,299            15,225              (21,074)       (58.1%)

General revenues:
Property taxes 800,803         774,406        -                   -                     800,803          774,406            (26,397)       (3.3%)
Sales and use taxes 4,058             4,911            8,692           8,692              12,750            13,603              853             6.7%
Other taxes 49,645           49,683          -                   -                     49,645            49,683              38               0.1%
Unrestricted grants & contributions 29,292           28,787          -                   -                     29,292            28,787              (505)            (1.7%)
Unrestricted investment income 26,575           15,840          4,640           2,166              31,215            18,006              (13,209)       (42.3%)
Securities lending activities 16                  12                 5                  -                     21                   12                     (9)                (42.9%)

   Gain on sale of capital assets 4,969             1,785            -                   -                     4,969              1,785                (3,184)         (64.1%)
Other revenue 76,362           68,877          -                   -                     76,362            68,877              (7,485)         (9.8%)

Total revenues 2,400,116      2,433,656     860,660       963,117          3,260,776       3,396,773         135,997      4.2%

Program expenses:
General government 284,992         289,001        -                   -                     284,992          289,001            4,009          1.4%
Public protection 785,520         783,309        -                   -                     785,520          783,309            (2,211)         (0.3%)
Public ways and facilities 57,614           52,860          -                   -                     57,614            52,860              (4,754)         (8.3%)
Health and sanitation 408,223         427,805        -                   -                     408,223          427,805            19,582        4.8%
Public assistance 692,011         688,475        -                   -                     692,011          688,475            (3,536)         (0.5%)
Education 35,499           33,283          -                   -                     35,499            33,283              (2,216)         (6.2%)
Recreation and culture 33,032           34,860          -                   -                     33,032            34,860              1,828          5.5%
Interest on long-term liabilities 36,499           41,198          -                   -                     36,499            41,198              4,699          12.9%
SCVMC -                     -                    1,041,980    1,028,854       1,041,980       1,028,854         (13,126)       (1.3%)
Airport -                     -                    3,729           3,516              3,729              3,516                (213)            (5.7%)
Sanitation District -                     -                    2,597           2,577              2,597              2,577                (20)              (0.8%)

Total expenses 2,333,390      2,350,791     1,048,306    1,034,947       3,381,696       3,385,738         4,042          0.1%

Excess (deficiency) before transfers 66,726           82,865          (187,646)      (71,830)          (120,920)         11,035              131,955      (109.1%)

Transfers (196,028)        (89,638)         196,028       89,638            -                      -                        -                  

Increase (decrease) in net assets (129,302)        (6,773)           8,382           17,808            (120,920)         11,035              131,955      (109.1%)

Net assets, beginning of year, as
   previously reported 1,244,450      1,115,148     497,151       506,039          1,741,601       1,621,187         (120,414)     (6.9%)
Prior period adjustment -                     -                    506              -                     506                 -                        (506)            (100.0%)

Net assets, beginning of year, as restated 1,244,450      1,115,148     497,657       506,039          1,742,107       1,621,187         (120,920)     (6.9%)

Net assets, end of year 1,115,148$    1,108,375$   506,039$     523,847$        1,621,187$     1,632,222$       11,035$      0.7%

Governmental Business-type Total
Activities Activities Total

 
Revenues 
 
The County’s governmental activities’ revenues increased $33.5 million or 1.4 percent to $2.4 billion.  The 
program revenues increased by $81.0 million or 5.7 percent, while general revenues decreased by $47.4 million 
or 4.8 percent. Over the past three years, the County’s program revenues from its governmental activities have 
contributed about 61.6% of the cost of running those governmental programs.  The general revenues support 
the programs by covering the remaining 38.4% of costs.  
 
The largest source of program revenues for the County’s governmental activities is federal and state grants and 
contributions, both operating and capital. These revenues amount to about 80.8 percent of the County’s 
program revenues and about 48.7 percent of its total revenues. For the year, revenues from grants and 
contributions increased by $67.2 million or 5.9 percent, while revenues from charges for services increased by 
$13.8 million or 5.1 percent. The grant and contribution amounts incurred increases of $88.0 million in 
operating grants and a decrease of $20.8 million in capital grants. The reasons for these changes will be 
discussed in the governmental funds area.  
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General Revenues By Source -
Governmental Activities

Property tax 82.0%

Sales tax 0.5%

Other taxes 5.3%

Unrestricted grants & 
contributions 3.0%

Investment earnings 
and securities lending 
activities 1.7%
Gain on sale of capital 
assets 0.2%

Other revenue 7.3%

Program Revenues By Source - Governmental 
Activities

Charges for 
services 19.1%

Capital grants & 
contributions 
0.5%

Operating grants 
& contributions 
80.4%

Revenues from charges for services increased $13.8 million or 5.1 percent.  Registrar of Voters election service 
revenues increased $3.7 million because a general election was held in FY 2011; whereas, a local election was 
held in FY 2010. Civil assessments revenue collected by the Department of Revenue increased $1.8 million 
because of greater collections and an increased accrual of the revenue.  Document recording fees increased $2.1 
million for the Clerk-Recorder’s Office because more documents were recorded and fees were increased.  
Charges for service from the Sheriff’s Office increased $3.7 million due to reimbursements from Superior 
Court for increased service levels at a higher reimbursement rate.  Additional information on these changes will 
be discussed in the governmental funds area.  
The County’s governmental activities’ general revenues decreased by $47.4 million or 4.8 percent from the 
prior year. General revenues are not directly related to governmental programs and include:  taxes (property, 
business, and sales), unrestricted grants, investment income, gain on sale of capital assets, and other revenue.  
General revenues support government programs by defraying costs, which those programs cannot cover from 
their own revenues.  Tax revenues are the County’s second largest revenue source—grants and contributions 
being the largest.  The County earned $829.0 million in tax revenues (property tax, sales and use tax, and other 
taxes) for the current year.  This is approximately 87.8 percent of the general revenues and 34.1 percent of the 
total revenues.  These general revenues provide the Board of Supervisors (the Board) with most of its 
discretionary spending ability. 
Property tax revenues decreased by $26.4 million or 3.3 percent from the prior year. Secured tax roll property 
taxes decreased $11.4 million because of a decrease in the secured tax roll valuation of 2.0%.  Supplemental tax 
roll property taxes decreased $5.6 million because of foreclosures and assessed value declines.  Taxes no longer 
deferred decreased $6.4 million. These topics will be discussed in General Fund Revenue and the Economic 
Factors sections on pages 15 and 20, respectively.  
Investment earnings decreased by $10.7 million or 40.4 percent.  This was mainly due to decreases of $2.0 
million in General Fund interest from lower average daily cash balances, $1.0 million in escrow holding from 
Elmwood Jail, and $6.0 million in Retiree Health Internal Service Fund interest earned. 
Other revenues decreased by $7.5 million or 9.8 percent.  A decrease of $2.9 million in delinquent property tax 
penalties was due to a reduction in foreclosed property; therefore, the banks paid fewer penalties on foreclosed 
properties.  Additionally, decreasing property values led to fewer supplemental bills being issued and, 
therefore, fewer penalties charged.   
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Expenses and Transfers 
 
Expenses for governmental activities increased by $17.4 million or 0.7 percent. All categories experienced 
lower costs than in the prior year except general government, health and sanitation, recreation and culture, and 
interest on long-term liabilities. The primary reasons for the changes are explained below: 
 
· Public ways and facilities decreased by $4.8 million due to winding down of the Measure B Transportation 

Improvement Program. The sales tax funding for the Measure B Program ended in March 2006 and 
spending is now limited to residual sales tax amounts collected from tax adjustments and audits.  

· Public assistance costs decreased by $3.5 million or 0.5 percent. Funding from the American Reinvestment 
and Recovery Act for the Social Services Agency fell by $14.1 million. This was offset by $4.7 million in 
increased payroll costs for Social Services Agency employees, $4.4 million more in In Home Support 
Services payments due to caseload growth of 5.0 percent, and an increase of $1.4 million in central services 
costs.   

· Health and sanitation costs increased by $19.6 million or 4.8 percent mainly due to an increase in Mental 
Services Act program costs as the County increased spending for this program to meet certain program 
deadlines. 

· Interest on long-term debt increased by $4.6 million as two interest payments were made this year for the 
General Obligation bonds versus one for the prior year. 

· General government increased by $4.0 million due mainly to higher depreciation expenses on capital 
assets.  

Transfers decreased by $106.4 million to $89.6 million due primarily to a reduction in operating subsidy made 
by the General Fund of $101.2 million during FY 2011 in comparison to the prior year. 
The following chart shows the County’s expenses by functional category for the governmental activities.

General Government 
12.3%

Public Protection 33.3%

Recreation & Culture 
1.5%

Public Assistance
29.3%

Education
1.4%

Health and Sanitation
18.2%

Public ways and facilities
2.2%

Interest 
on long-term debt 

1.8%

Expenses By Function/Program - Governmental Activities
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Business-type activities 
Business-type activities increased the County’s net assets by $17.8 million.  The business-type activities had a 
net loss before transfers of $71.8 million, which was offset by net transfers of $89.6 million. 
 
The largest of the County’s business-type activities, SCVMC, had $1.03 billion in expenses and $947 million in 
program revenues for the year.  This is about 99.4 percent of the program revenues of all business-type 
activities.  
 
Its program revenues increased by $96 million primarily due to higher revenues under the Medicaid 
Waiver and State Hospital Fee program for FY 2011.  As part of the renewed 1115 Waiver, CMS 
authorized California to invest savings generated through the Demonstration to achieve critical objectives, such 
as improved quality of care and better care coordination through safety net providers. Over 5 years, up to $6.6 
billion in federal funds will be available from a delivery system reform incentive pool (DSRIP), part of a $15.3 
billion safety net care pool. Many key concepts underlying federal health care reform will be tested, evaluated, 
and refined in California. As a result of participation in the DSRIP, SCVMC received $51.8 million in fiscal 
year 2011. 
 
Under the California Hospital Fee Program (AB 1383) and its amending legislation (AB 1653), designated 
public hospitals will receive direct grants under the Hospital Fee Program (HFP).  The legislation also allows 
the State to retain and use a portion of the direct grants allocated to the designated public hospitals with a 
provision that the State allocates an equal amount of federal funds available under the Medi-Cal 
Hospital/Uninsured Care Demonstration Project to the designated public hospitals. The designated public 
hospital must have incurred sufficient expenditures so that the full amount allocated can be received as federal 
matching funds. For the year ended June 30, 2011, SCVMC received a $46.3 million from the HFP. 
 
The services and supplies decreased $31 million primarily due to lower pharmaceutical costs when compared to 
prior years.  
 
Also transfers in decreased by $106.4 million primarily due to the decrease of operating subsidy received, from 
FY 2010’s $197.8 million to FY 2011’s $96.6 million, a $101.2 million decrease.   
 
The other enterprise operations—airport and sanitation districts—are very small in size and did not change 
much in the year. The first chart below shows expenses and revenues by each business activity, while the 
second chart shows revenues by source for the business activities. 
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FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS 
 
The County uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements.  When applicable, prior year numbers have been reclassified to make them comparable to the 
current year. 
 
Governmental funds 
The general government’s functions are reported in the general, special revenue, debt service, and capital 
project funds. The focus of these governmental funds is to provide information on near-term inflows, outflows, 
and balances of unrestricted resources. Such information is useful in assessing the County’s financing 
requirements.  In particular, unassigned fund balance at the end of the fiscal year can serve as a useful measure 
of the County’s net resources available for spending. 
 
At June 30, 2011, the County’s governmental funds reported total fund balances of $697.6 million, an increase 
of $54.0 million or 8.4 percent from the prior year. Approximately 35.7 percent of the combined fund balances, 
$248.8 million, constitutes fund balance that is available to meet the County’s current and future needs. The 
remainder of the fund balance totaling $448.9 million is either in nonspendable form or restricted for specific 
spending. This includes $21.8 million of items that are not expected to be converted to cash, such as inventory 
and long-term loans, and $427.1 million restricted for programs or other purposes.  
 
For its governmental funds, the County’s total revenues for the current fiscal year were $2.41 billion—an 
increase of $62.1 million or 2.6 percent over the last year.  Total governmental fund expenditures decreased by 
$30.9 million or 1.3 percent to $2.29 billion for the year.  Primary reasons for these changes in revenues and 
expenditures for the governmental funds are explained in the framework of individual funds. 
 

Revenues By Source -
Business-type Activities
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Investment earnings 0%

Operating grants & contributions 12%
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The General Fund is the chief operating fund of the County. Its unassigned fund balance was $159.7 million at 
June 30, 2011, while its total fund balance was $246.6 million, a $10.7 million decrease from the prior year. 
This was mainly due to an excess of revenues over expenditures of $15.6 million for the fiscal year, which was 
offset by $26.3 million in transfers to other County funds and other financing sources. As a measure of the 
General Fund’s liquidity, it may be useful to compare both the unassigned fund balance and the total fund 
balance to total fund expenditures. The unassigned fund balance and the total fund balance represent 8.2 
percent and 12.6 percent of the total General Fund expenditures, respectively.  
 
The nonspendable and restricted portions of the General Fund’s fund balance were $18.7 million and $28.3 
million, respectively. The remaining fund balance constitutes the spendable portion, which was $199.6 million. 
Of this amount, $159.7 million was unassigned fund balance. The remaining portions of spendable fund 
balance included $15.8 million of committed fund balance and $24.1 million of assigned fund balance. The 
committed portion represents amounts set aside by the County’s highest level of decision-making authority, the 
Board of Supervisors, for specific purposes. It includes $10.8 million for Measure B transportation related 
projects. The assigned amounts include items earmarked by County management and include litigation 
reserves, amounts encumbered for future purchases, and amounts to be used for future operations. 
 
General Fund revenues and expenditures for the year were $1.97 billion and $1.96 billion, respectively.  While 
its revenues decreased by $2.9 million or 0.1 percent for the year, its expenditures decreased by $11.8 million 
or 0.6 percent.  The Fund’s revenues by sources and expenditures by function as well as changes from the prior 
fiscal year are presented below: 

 
Table 3—General Fund Revenue Classified by Source (in thousands) 

 

Revenues by source Amount Percent Amount Percent Amount Percent
Taxes 642,514$     32.5% 625,516$     31.8% (16,998)$      (2.6%)
Licenses and permits 12,355         0.6% 12,025         0.6% (330)             (2.7%)
Fines, forfeitures and penalties 67,432         3.4% 64,259         3.3% (3,173)          (4.7%)
Intergovernmental revenues 1,080,160    54.6% 1,097,449    55.6% 17,289         1.6%
Interest and investment income 11,699         0.6% 8,658           0.4% (3,041)          (26.0%)
Security lending activities (8)                 0.0% -                   0.0% 8                  (100.0%)
Charges for services 134,656       6.8% 143,783       7.3% 9,127           6.8%
Other 26,225         1.3% 20,475         1.0% (5,750)          (21.9%)

Total 1,975,033$  100.0% 1,972,165$  100.0% (2,868)$        (0.1%)

FY 2010 FY 2011 Increase/(Decrease)

 
 

Table 4—General Fund Expenditures by Function (in thousands) 
 

Expenditures by function Amount Percent Amount Percent Amount Percent
General government 206,009$       10.6% 197,469$       10.2% (8,540)$        (4.1%)
Public protection 669,851         34.0% 662,072         33.8% (7,779)          (1.2%)
Public ways and  facilities 6,860             0.3% 1,472             0.1% (5,388)          (78.5%)
Health and sanitation 378,430         19.2% 396,090         20.2% 17,660         4.7%
Public assistance 679,910         34.5% 672,098         34.3% (7,812)          (1.1%)
Capital Outlay 3,771             0.2% 2,845             0.1% (926)             (24.6%)
Debt service

Principal retirement 10,799           0.4% 11,557           0.5% 758              7.0%
Interest and fiscal charges 12,742           0.6% 12,924           0.7% 182              1.4%

Totals 1,968,372$    100.0% 1,956,527      100.0% (11,845)$      (0.6%)

Increase/(Decrease)FY 2010 FY 2011
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General Fund revenues from intergovernmental revenues, charges for services, and security lending activities 
increased for the year.  Its expenditures for health and sanitation and debt service also increased.   
 
Our discussion on the County’s governmental activities identified key reasons for changes in its revenues and 
expenditures that also help explain significant changes in the General Fund because it is the chief operating 
fund of the County, and its revenues and expenditures respectively cover 81.9 percent and 85.3 percent of the 
County’s total current year revenues and expenditures of all governmental funds. For this reason, we will 
briefly mention the points that were elaborated in our earlier discussion on the countywide revenues and 
expenses.  This section will elaborate only those points that were not included in our earlier discussion. 
 
· Net revenues from intergovernmental sources rose by $17.3 million or 1.6 percent. For the year, revenues 

from other governmental agencies increased by $44.2 million due to payments received from the San Jose 
Redevelopment Agency (Agency). During the fiscal year, the County concluded negotiations over past and 
future amounts due from the Agency, resulting in a revenue increase of $39.9 million. In addition, Superior 
Court, which belongs to the State of California court system, paid $4.0 million for its share of pension 
obligation bonds issued in 2007 to pay its pension costs. State revenues increased by $23.6 million. For this 
source, $16.3 million resulted from a change in funding levels between the State and Federal governments 
for Social Services Agency programs. The State increased its share, but this was offset by a comparable 
reduction in the amounts to be paid by the Federal government. Additionally, the Public Assistance 
Program revenues rose by $8.3 million from increased sales taxes health and welfare realignments paid to 
the Health Department for caseload growth during the year. These increases were offset by a $4.5 million 
decrease in MediCal allocations. Federal revenues fell by $50.5 million. This was due to a $16.3 reduction 
in Social Services Agency program amounts due to the changes in funding levels by the State and Federal 
governments as described above, $9.9 million in reduced funding from the American Recovery and 
Reinvestment Act, and $24.1 million in the re-allocation of Child Services department and related revenues 
from the General Fund. A special revenue fund was established for this department and its revenues are 
now recorded in this new fund.   

· Revenues from charges for services increased by $9.1 million or 6.8 percent. Increases occurred in the 
following areas: $3.7 million for the Registrar of Voters as election activity increased for 2011 in 
comparison to the prior fiscal year, $3.7 million for the Office of the Sheriff from reimbursements from 
Superior Court for increased service levels, and $2.1 million for the Clerk-Recorder’s Office as recording 
fees and activity increased for the year. 

· Tax revenues decreased by $17.0 million or 2.6 percent. This was mainly due to a 2.0 percent decline in 
secured property assessed values, which reduced various property tax categories by $11.3 million. In 
addition, supplemental property tax collections declined by $5.6 million as assessed values were further 
reduced by the economic recession and resulting foreclosures that occurred throughout the County. 

· Pertinent reasons for changes in General Fund expenditures are not different from what was explained in 
earlier discussion on the countywide governmental programs and activities. 

The fund balances for the nonmajor governmental funds increased by $64.7 million or 16.8 percent to $450.9 
million.  
 
Proprietary funds 
The County’s proprietary funds provide the same type of information found in the government-wide financial 
statements, but in more detail. 
 
As of June 30, 2011, the County’s net assets in its enterprise funds were $581.9 million.  The investment in 
capital assets net of depreciation and related debt was $279.3 million.  The restricted net assets of the enterprise 
funds were $267.5 million.  These assets represent resources that are subject to external restrictions on how 
they may be used.  The unrestricted net assets as of June 30, 2011 were $35.1 million. 
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The net assets of the County’s enterprise funds increased by $33.9 million for the year.  Primary reasons for 
change in net assets are explained in the framework of individual enterprise funds. 
 
SCVMC is the largest enterprise fund and its revenues and expenses comprise 99.4 percent of the total revenues 
and total expenses for all enterprise funds.  The other two enterprise funds—Airport and Sanitation District—
are very small in comparison. 
 
Net assets for SCVMC increased by $34.6 million. Operating revenues increased by $105.1 million or 12.6 
percent and operating expenses declined by $21.7 million or 2.2 percent.  The net capital contributions and 
transfers were $97.1 million for the year.  The primary reason for the changes in revenues and expenses were 
discussed in the business-type activities section. The net assets of SCVMC were $559.5 million with 
unrestricted net assets of $27.8 million. The restricted net assets of SCVMC were $267.2 million and the net 
assets invested in capital assets, net of related debt were $264.5 million. There were no significant changes to 
the net assets for the airport and sanitation districts during the year. 
 

GENERAL FUND BUDGETARY HIGHLIGHTS 
 
The County’s final budget appropriations for FY 2011 were $2.3 billion, which were $42.4 million or 1.9 
percent higher than the original budget adopted by the Board of Supervisors. Occasionally, unexpected events 
may cause the County to commit its one-time reserves or use ongoing resources to pay for those unplanned 
events. Differences between the original and final budgets represent supplemental appropriations approved by 
the Board for various new grants received by the County or to pay for increased service level that was not 
expected when the original budget was approved.  
 
General Fund revenue and expenditure were less than the budgetary estimates for the year. Estimated revenues 
for the year exceeded actual revenues by $139.8 million or 6.2 percent. All revenue sources, except for fines, 
forfeitures and penalties came in lower than estimates. Final budgetary appropriations exceeded actual 
expenditures by $221.3 million or 9.5 percent for the year. These cost savings resulted from unspent 
appropriations of: a) $104.4 million in services and supplies costs for government programs – general 
government, public protection, public assistance, health and sanitation, and Measure B programs; b) $87.6 
million in contingency reserves; c) $19.3 million in salaries and benefits costs due to eliminating or not filling 
vacant positions;  d) $4.6 million in inter-fund transfers set aside for Measure B transportation improvement 
projects for the Roads Department and $4.0 million from Special Program amounts originally designated for 
the Healthy Kids program; e) $1.2 million in capital assets; and f) $0.2 million debt service payments. 
 
The General Fund budgetary comparison schedule starts on page 106 of this report. 
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CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
Capital assets 
As shown in Table 5 below, the County’s investment in capital assets (net of accumulated depreciation) as of 
June 30, 2011 was $1.84 billion.  This includes investment in land, buildings and improvements, leasehold 
improvements, infrastructure, equipment and vehicles, and construction in progress.   

 
TABLE 5-Capital Assets (Net of depreciation, in thousands) 

 
Dollar Percent

FY 2010 FY 2011 FY 2010 FY 2011 FY 2010 FY 2011 Change Change
Land 241,703$           251,328$           6,310$         6,310$         248,013$       257,638$         9,625$           3.9%
Buildings & improvements 424,708              480,448             429,730        473,876        854,438          954,324           99,886            11.7%
Infrastructure 170,045             176,181             -                 -                  170,045        176,181          6,136             3.6%
Equipment and vehicles 43,515                53,784               29,557        31,138        73,072          84,922            11,850           16.2%
Leasehold improvements -                          -                        674             570             674               570                 (104)               (15.4%)
Construction in progress 155,689             108,966             234,771      252,827      390,460        361,793          (28,667)          (7.3%)

Total 1,035,660$          1,070,707$        701,042$      764,721$      1,736,702$     1,835,428$      98,726$          5.7%

Governmental Activities Business-type Activities Total

 
The County’s net capital assets increased $98.7 million or 5.7 percent for the year.  Net capital assets for the 
governmental activities increased by 3.4 percent, while the business-type activities’ net capital assets increased 
by 9.1 percent.  Changes in capital assets by activity type were as follows: 
 
Governmental activities 
The County’s capital assets for its governmental activities rose by $35.0 million as follows: 
 
· Land increased by $9.6 million mainly due to receipt of the former San Jose City Hall valued at $8.6 

million in accordance with the settlement agreement entered into by the County during FY 2011(see 
discussion at Note 4).   

· Buildings and improvements increased by $55.7 million due to the completion of the Phase I for Juvenile 
Hall, Fleet facility, Charcot general government complex and the Casa Grande historical structure in 
Almaden Quicksilver County Park. 

· Infrastructure increased by $6.1 million. This was due to the completion of the Alviso boat launch and 
other improvements made to Roads Department projects.  

· Equipment rose by $10.3 million due to the completion of the property tax system in the Tax Collector’s 
Office. 

· Construction in progress activities decreased by $46.7 million as $57.8 million in activity was offset by 
$104.5 million in transfers to other capital asset categories. This included building and improvements of 
$68.9 million, infrastructure projects of $16.5 million, equipment and system enhancements of $17.3 
million, and transfers to Valley Medical Center for $1.8 million. 
 

Business-type activities 
Net capital assets for business-type activities increased by $63.7 million for the year.  This increase was mainly 
due to current year additions of $100.8 million in construction for the Seismic Safety Project and other projects, 
offset by the current year depreciation of $38.4 million.  $82.7 million of completed projects were also 
transferred from construction in progress to other capital asset categories during the year. 
 
Commitment of Resources for Construction Work in Progress 
At June 30, 2011, the County had committed $30.3 million of its net assets from the governmental activities 
and $144.3 million of its net assets from the business-type activities for various uncompleted capital projects 
included in the construction in progress. 
 
Additional information on the County’s capital assets can be found in Note 6 on page 60 of this report. 
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Long-term debt 
The County’s long-term outstanding debt as of June 30, 2011 was $1.70 billion as shown in Table 6 below: 
 

TABLE 6-Outstanding Debt (in thousands) 
 

Dollar Percent
FY 2010 FY 2011 FY 2010 FY 2011 FY 2010 FY 2011  Change  Change

Lease revenue bonds, net 260,951$     264,537$        560,006$    539,440$    820,957$     803,977      (16,980)$         (2.1%)
Pension obligation bonds 404,895       409,221          -                 -                404,895      409,221      4,326              1.1%
Certificates of participation 4,110           3,936             -                 -                4,110          3,936          (174)                (4.2%)
Capital lease obligations 278              459                -                 -                278             459             181                 65.1%
Capital appreciation bonds 124,575       132,029          -                 -                124,575      132,029      7,454              6.0%
General obligation bonds 361,754       346,235          -                 -                361,754      346,235      (15,519)           (4.3%)

Total 1,156,563$  1,156,417$     560,006$     539,440$     1,716,569$   1,695,857$  (20,712)$          (1.2%)

Total
Activities Activities Total

Governmental Business-type

 
For its outstanding lease revenue bonds and certificates of participation, the County has maintained an AA 
rating from the Standard & Poor’s (S&P) and an Aa2 rating from the Moody’s Investors Service.  S&P has also 
maintained the County’s general obligation bond rating of AA+ and Moody’s rating of Aa1.  This combination 
of S&P and Moody’s ratings are the highest rating any large California County has ever achieved since 
Proposition 13 was passed in 1978. Each rating is the highest awarded for short-term notes. 
 
On July 29, 2011 the Fitch Rating service lowered the ratings of the Series 2007 Silicon Valley Tobacco 
Securitization Authority Tobacco Settlement Asset-Backed Bonds for the Santa Clara County Tobacco 
Securitization Corporation. The following reductions occurred: Series 2007 A from BBB to BBB-; Series 
2007 C from BB- to BB; and Series 2007 D from BB- to B+. 
 
The County’s long-term debt decreased by $20.7 million due to reductions of $16.9 million in lease revenue 
bonds and $15.5 million in General Obligation bonds, offset by increases of $7.4 million in Tobacco Settlement 
Asset-Backed bonds and $4.3 million in Pension Obligation bonds. 
 
For business-type activities, lease revenue bonds decreased $20.6 million primarily due to a reduction of $21.6 
million because of scheduled debt service payments. 
 
Additional information on the County’s long-term debt can be found in Note 9 on page 66 of this report. 

 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES 

 
Following one of the greatest economic downturns since the Great Depression of the 1930’s, the County as well 
as other public and private entities is slowly progressing on the road to fiscal recovery. Although some positive 
signs have materialized, the economic downturn remains resilient and has created uncertainty and complexity 
for our organization. The following economic factors were considered in the County’s 2012 budget: 
 
· Showing continual positive job growth, the County’s unemployment rate for June 2011 was 10.3 percent. 

This is an improvement from June 2010 when the unemployment rate was 11.4 percent. In comparison, the 
statewide unemployment rate for June 2011 was 12.1 percent, an increase of 0.2 percent from the prior 
year.  

· The real per capita income (a measure of wealth creation) as of June 2009 (most current available data) 
decreased from $58,531 to $55,169. Despite this decrease, this amount is much higher than the national 
level of $39,635. 

· Signs have arisen that the housing market may be returning to stability and home prices leveling off. Home 
sales in each of the past several months have topped the previous month’s sales and foreclosures are down 
14.0 percent in comparison to a year ago. Also, median home prices held steady at $598,000 for June of 
2011, which mirrors the median price of $600,000 from a year prior. 
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· Venture capital investment, a leading indicator of innovation and long-term development, rose 5.0 percent 
over the previous year, reaching nearly $5.9 billion. The Silicon Valley region accounted for 27.0 percent 
of the national total and 53.0 percent of the state’s total. Software attracted the largest funding, followed by 
industrial/energy, biotechnology, and medical devices. 

· Research and development (R&D), office, and warehouse space occupancy, which are leading indicators of 
economic activity, presented varied results compared to the past year. The vacancy rate for R&D space was 
15.2 percent in June 2011 versus 20.3 percent a year ago. The office space vacancy rate was 14.9 percent in 
June 2011 compared to 17.5 percent in June 2010. However, the vacancy rate for warehouse space 
increased from 12.2 percent in June 2010 to 12.8 percent in June 2011. 

· Assessed values for real property, which fell by 2.0 percent, contributed to decrease of $7.0 million in 
current secured property tax revenue. The unsecured personal property value decreased by 8.0 percent with 
a tax decrease of $0.70 million. The property tax delinquencies on secured property decreased from 2.0 
percent in FY 2010 to 1.7 percent in FY 2011. Property tax transfer tax revenues increased by $1.2 million 
due to an increase in real estate transactions. Supplemental tax revenues decreased by $5.6 million as an 
increase in foreclosures drove market values down. The FY 2012 budget assumes a 1.5 percent increase in 
secured property assessed values, which corresponds to an increase of $6.8 million in property tax revenue. 

The FY 2012 Countywide budget of $4.0 billion included over $220.1 million of deficit reduction solutions, in 
addition to the $1.8 billion deficit solutions the County has already implemented since FY 2003. The budget 
deficit will be met by $145.1 million in service/cost reductions and revenue increases and $75.0 million in 
concessions from labor organizations.  
 
The FY 2012 budget sets aside $91.6 million in contingency reserves. Operating reserve designations and the 
strategic reserve designations are part of the financial resources that are available to address unanticipated 
revenue shortfalls or unforeseen expenditures. These designations provide a primary defense against deficit 
spending and help maintain liquidity when budgeted draw downs become necessary.  
 
Request for Information 
This financial report is designed to provide a general overview of the County’s finances for all those with an 
interest in the government’s finances. Questions concerning any of the information provided in this report or 
requests for additional financial information should be addressed to the County’s Finance Agency, Controller-
Treasurer Department, 70 West Hedding Street, 2nd Floor, East Wing, San Jose, CA 95110.  This entire report 
is also available online at www.sccgov.org. 
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Fiscal Year
2007 2008 2009 2010 2011

   Governmental activities 
673,075$         693,874$         725,107$         801,069$         851,562$          Invested in capital assets,1 net of related debt

Restricted for:
-                       -                       -                       -                     -                      Capital facilities

11,030             24,589             20,540             12,237           40,949            Debt service
83,087             92,748             97,179             85,280           92,672            Parks
41,817             43,283             45,745             46,454           47,049            Housing programs
29,060             35,138             35,999             52,652           48,767            Roads

-                       31,888             31,698             52,526           105,834          Mental health
24,131             41,793             41,037             59,934           61,373            Other purposes

866,616           763,198           247,145           4,996             (139,831)         Unrestricted
1,728,816        1,726,511        1,244,450        1,115,148      1,108,375               Subtotal governmental activities net assets 

Business-type activities 
42,466             65,821             151,827           211,047         279,321          Invested in capital assets, net of related debt 

Restricted for:
115,383           132,783           402,536           327,856         266,277          Capital facilities

3,962               4,767               1,442               2,057             1,233              Debt service
18,729             (60,565)            (58,654)            (34,921)          (22,984)           Unrestricted 

180,540           142,806           497,151           506,039         523,847                  Subtotal business-type activities net assets 

Primary government 
715,541           759,695           876,934           889,972         960,230          3 Invested in capital assets, net of related debt 

Restricted 
115,383           132,783           52,536             -                     -                      3 Capital facilities
14,992             29,356             21,982             14,294           42,182            Debt service
83,087             92,748             97,179             85,280           92,672            Parks
41,817             43,283             45,745             46,454           47,049            Housing programs
29,060             35,138             35,999             52,652           48,767            Roads

-                       31,888             31,698             52,526           105,834          Mental health
24,131             41,793             41,037             59,934           61,373            Other purposes

308,470           406,989           326,176           311,140         397,877          Subtotal restricted
885,345           702,633           538,491           420,075         274,115          3 Unrestricted 

1,909,356$      1,869,317$      1,741,601$      1,621,187$      1,632,222$                        Total primary government net assets 2  
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Fiscal year
 2002 2003 2004 2005 2006 2007 2008 2009 2010
General fund  

Reserved for:
Encumbrances 57,605$          38,506$     16,636$      7,872$        9,344$         12,908$        3,896$           3,402$         5,833$         
Inventories, other assets and advances 74,230            44,236       49,885        19,828        25,216         14,104          37,911           26,608         19,905         

    Unreserved :
      Designated 435,088          384,421     348,460      378,095      299,519      232,391        324,712         201,094       90,632         
      Undesignated 173,842          139,737     121,804      245,412      254,434      201,824        109,734         183,195       140,955       
          Total General fund 740,765          606,900     536,785      651,207      588,513      461,227        476,253         414,299       257,325       

All other governmental funds 
Reserved for:

Encumbrances 60,825            70,085       36,609        60,787        115,934      62,696          23,999           32,314         31,685         
Debt service 24,906            24,327       42,974        47,206        64,923         52,105          52,919           56,723         78,152         
Inventories and advances 1,298              764            1,682          589             562              582               495                598              727               
Public ways and facilities 3,012              3,047         -                  -                  -                   -                    -                     -                   -                   

Unreserved, reported in:   
Special revenue funds  127,998          84,590       94,506        102,526      111,939      121,642        171,481         174,450       203,856       
Capital projects funds 110,114          94,609       81,859        118,436      109,817      117,093        134,790         113,446       71,802         
Permanent funds 54                   53              53               53               54                55                 56                  53                52                 

          Total all other governmental funds 328,207          277,475     257,683      329,597      403,229      354,173        383,740         377,584       386,274       

Total Governmental Funds 1

Reserved for:
Encumbrances 118,430          108,591     53,245        68,659        125,278      75,604          27,895           35,716         37,518         
Debt service 24,906            24,327       42,974        47,206        64,923         52,105          52,919           56,723         78,152         
Inventories and advances 75,528            45,000       51,567        20,417        25,778         14,686          38,406           27,206         20,632         
Public ways and facilities 3,012              3,047         -                  -                  -                   -                    -                     -                   -                   

Unreserved, reported in: 
General fund- Designated 435,088          384,421     348,460      378,095      299,519      232,391        324,712         201,094       90,632         
General fund- Undesignated 173,842          139,737     121,804      245,412      254,434      201,824        109,734         183,195       140,955       
Special revenue funds  127,998          84,590       94,506        102,526      111,939      121,642        171,481         174,450       203,856       
Capital projects funds 110,114          94,609       81,859        118,436      109,817      117,093        134,790         113,446       71,802         
Permanent funds 54                   53              53               53               54                55                 56                  53                52                 

          Total governmental funds 1,068,972$     884,375$   794,468$    980,804$    991,742$    815,400$      859,993$       791,883$     643,599$     

Fiscal Year
2011 (2)

General fund 
Nonspendable 18,668$          
Restricted 28,343            
Committed 15,757            
Assigned 24,146            
Unassigned 159,730          

          Total General fund 246,644          

All other governmental funds 
Nonspendable 3,085              
Restricted 398,765          
Committed 28,945            
Assigned 20,202            

          Total all other governmental funds 450,997          

Total Governmental Funds (1)

Nonspendable 21,753            
Restricted 427,108          
Committed 44,702            
Assigned 44,348            
Unassigned 159,730          

          Total governmental funds 697,641$        

(1) Governmental funds include general fund, special revenue funds, debt service funds, capital project funds and permanent funds. 
(2) In FY2010-11 the County implemented GASB Statement No. 54 under which governmental fund balances are reported as nonspendable, restricted, committed, 
     assigned and unassigned
Source: Comprehensive Annual Financial Reports - County of  Santa Clara

(Dollars in thousands)

(Unaudited)

COUNTY OF SANTA CLARA

Fund Balances of Governmental Funds

Last Ten Fiscal Years 

(modified accrual basis of accounting)
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(Unaudited)

Fiscal 
Year Local (2) Realignment (3) Public Safety (3) Measure B (2)

 Motor Vehicle   

In-Lieu Taxes (3) Property Tax (1)

2011 3,609$      92,156$          139,613$        432$              49,361$           642,623$       (4)

2010 2,450        84,180           134,528          607                49,356            659,428         (4)

2009 3,420        87,941           137,980          530                52,908            676,518         (4)

2008 3,524 103,525 152,247 2,657 59,093 648,931 (4)

2007 3,657 106,248 151,036 2,339 60,228 609,791 (4)

2006 3,536        104,971          152,197          118,737          59,851            553,077         (4)

2005 3,026        97,874           145,372          145,012          102,471           504,701         (4)

2004 4,367        83,317           142,924          138,714          143,727           333,688         

2003 3,696        79,294           155,964          132,657          164,600           338,599         

2002 3,528        79,606           176,674          143,871          148,450           315,879         
(1) Includes property tax revenues for the General Fund and the County Library.

(2) Reported as tax revenues in financial statements.

(3) Reported as part of the intergovernmental revenues in financial statements.

(4) Includes Property Tax In-lieu of VLF.

Source: Santa Clara County -  Controller's Office

COUNTY OF SANTA CLARA
General Governmental Tax Revenues by Source

Last Ten Fiscal Years 

Sales Tax

(Dollars in thousands)

1% Local Sales Tax

1/2% Sales Tax Realignment
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Unsecured 

Fiscal 
Year 

Residential  
Property 

Commercial 
Property Total Secured

 Personal 
Property Net of 

Exemptions Total (1) 
Less 

Exemptions
Net Assessed 

Value
Total Direct 

Tax Rate
2011 212,611,696$           64,011,522$      276,623,218$    19,652,921$      296,276,139$    2,007,881$        294,268,258$    1.00%
2010 215,625,995             66,608,703        282,234,698      21,112,122        303,346,820      2,007,990          301,338,831      1.00%
2009 217,698,528             64,628,647        282,327,175      20,381,412        302,708,587      2,005,174          300,703,413      1.00%
2008 206,352,644             58,108,270        264,460,914 18,578,047        283,038,961 1,992,833          281,046,128 1.00%
2007 190,838,222 53,075,552 243,913,774      17,998,933 261,912,707      1,963,081 259,949,626      1.00%
2006 172,705,596             48,875,129        221,580,725      18,802,938        240,383,663      1,956,373          238,427,290      1.00%
2005 155,523,933             48,929,860        204,453,793      17,712,735        222,166,528      1,945,661          220,220,867      1.00%
2004 143,586,095             52,037,092        195,623,187      22,076,991        217,700,178      1,967,623          215,732,555      1.00%
2003 131,585,395             55,104,574        186,689,969      23,906,620        210,596,589      1,998,229          208,598,360      1.00%
2002 123,868,530             51,268,929        175,137,459      24,194,609        199,332,068      2,014,905          197,317,163      1.00%

Notes:
 Article XIIIA, added to California Constitution by Proposition 13 in 1978, fixed the base for valuation of property subject to taxes at the full cash value 
which appeared on the Assessor's 1975-76 assessment roll. Thereafter, full cash value can be increased:
  a) to reflect annual inflation up to 2 percent; or
  b) to reflect fair market value at the time of ownership change; or
  c) to reflect fair value for new construction.

     
(1)  Includes secured public utility property values and excludes aircrafts.

Source: Tax Rate publication and Assessor's report - County of  Santa Clara

(Unaudited)

Secured 

COUNTY OF SANTA CLARA
Taxable Assessed Value of Property

Last Ten Fiscal Years
(Dollars in thousands)
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(Per $100 Assessed Valuation)

Fiscal Year County ( 1 ) Cities
School 

Districts
Special 

Districts Total (2)

2011 1.0000 0.0161 0.1093 0.0586 1.1841
2010 1.0000 0.0136 0.1010 0.0603 1.1750
2009 1.0000 0.0136 0.0859 0.0455 1.1450
2008 1.0000 0.0141 0.0839 0.0465 1.1444
2007 1.0000 0.0124 0.0963 0.0466 1.1553
2006 1.0000 0.0111 0.0850 0.0471 1.1431
2005 1.0000 0.0103 0.0781 0.0483 1.1368
2004 1.0000 0.0060 0.0760 0.0476 1.1295
2003 1.0000 0.0080 0.0720 0.0457 1.1257
2002 1.0000 0.0040 0.0617 0.0426 1.1083

(1) Proposition 13 allows each county to levy a maximum tax of $1 per $100 of full cash value. Full cash value is equivalent to 
assessed value pursuant to Statutes of 1978, Senate Bill 1656.

(2) On June 6, 1978, California voters approved a constitutional amendment to Article XIIIA of the California Constitution,
commonly known as Proposition 13, that limits the taxing power of California public agencies. Legislation enacted to 
implement Article XIIIA (Statutes of 1978, Chapter 292, as amended) provides that notwithstanding any other law, local
agencies may not levy property tax except to pay debt service on indebtedness approved by voters prior to July 1, 1978 
or any bonded indebtedness for the acquisition or improvement of real property approved on or after July 1, 1978 by two-thirds
of the voting public.

Source: Santa Clara County -  Controller's Office

COUNTY OF SANTA CLARA
Property Tax Rate - Direct and Overlapping Governments 

Last Ten Fiscal Years 

(Unaudited)

0.0000

0.0200

0.0400

0.0600

0.0800

0.1000

0.1200

2011201020092008200720062005200420032002

Pr
op

er
ty

 T
ax

 R
at

e 
(p

er
 $

10
0)

Fiscal Year

Overlapping Governments Property Tax Rates

Cities

School Districts

Special Districts

192





Collections Collections 
Fiscal  Taxes  within the Delinquent Percent Taxes within the  Delinquent Percent
 Year Levied fiscal year (1)  at June 30  Delinquent Levied fiscal year (1)  at June 30 Delinquent
2011 3,717,109$   3,638,724$       64,367$       1.73% 288,311$     268,113$         20,198$       7.01% (2)

2010 3,759,346     3,672,478         77,103         2.05% 282,873       273,656           9,217           3.26%
2009 3,717,060     3,584,252         115,441       3.11% 272,720       259,616           13,104         4.80%
2008 3,549,733     3,402,957         119,824       3.38% 254,186       245,391           8,795           3.46%
2007 3,300,786     3,195,916         78,083         2.37% 246,157       233,264           12,893         5.24%
2006 3,037,820     2,960,830         53,005         1.74% 236,150       227,093           9,056           3.83%
2005 2,756,012     2,682,668         47,194         1.71% 246,826       239,155           7,671           3.11%
2004 2,581,411     2,516,470         46,387         1.80% 265,955       254,894           11,060         4.16%
2003 2,516,738     2,450,862         48,053         1.91% 294,833       282,888           11,945         4.05%
2002 2,370,736     2,309,961         36,511         1.54% 285,796       277,325           8,471           2.96%

(1) Collections within the fiscal year represent current collections only. This amount does not include prior year delinquent 
(redemption) collections.

(2) The higher percent delinquent rate in FY11 was due to economic decline.

Source: Santa Clara County Tax Collector's Office

Unsecured RollSecured Roll

COUNTY OF SANTA CLARA
Property Tax Levies and Collections

Last Ten Fiscal Years
(Dollars in thousands)
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Fiscal 
Year

Tobacco 
Settlement 
Asset-Back 

Bonds

Pension 
Funding 
Bonds

General 
Obligation 

Bonds

Special 
Obligation 

Bonds

Lease 
Revenue 
Bonds (1)

Certificates of 
Participation 

(2)
Capital  Leases 

(3)
Sewer Bonds 
Series A & B

Lease 
Revenue 
Bonds (1)

Capital  
Leases (3)

Total Primary 
Government

Percentage 
of Personal 
Income (4)

Debt Per 
Capita (4)

2011 132,029$        409,221$        346,235$        -$               264,537$    3,936$             459$                   -$                  539,440$   -$         1,695,857$    n/a 944$              

2010 124,575          404,895          361,754          -                 260,951      4,110               278                     -                    560,006     -           1,716,569      n/a 913                

2009 117,544          400,044          362,173          -                 278,260      4,279               652                     -                    576,982     -           1,739,934      1.748% 937                

2008 110,911          394,716          -                 -                 292,981      4,438               3,119                  -                    593,785     -           1,399,950      1.346% 762                

2007 104,654          -                 -                 -                 281,902      4,872               4,168                  -                    533,533     -           929,129         0.893% 514                

2006 -                 -                 -                 71,626            288,130      550                  5,289                  -                    543,389     -           908,984         0.948% 513                

2005 -                 -                 -                 142,868          208,770      805                  4,472                  1,322                 435,659     -           793,896         0.911% 451                

2004 -                 -                 -                 145,650          173,175      1,050               6,795                  1,348                 290,342     -           618,360         0.748% 357                

2003 -                 -                 -                 148,432          139,726      1,285               9,807                  1,372                 298,121     87            598,830         0.766% 346                

2002 -                 -                 -                 -                 148,929      1,725               14,249                1,372                 298,435     169          464,879         0.596% 270                

(1) Lease revenue bonds are limited obligations of Santa Clara County Financing Authority payable solely from, and secured by, revenues
of the Authority. The Authority's revenues primarily consist of base rental payments receivable from the County under a Master Lease.

(2) Certificates of participation represent shares of lease-purchase payments. These tax-exempt certificates are sold publicly or privately to investors. 
(3) Capital lease obligations arise from lease agreements which are in-substance like purchases. The agreements convey property rights to the lessee 

and the lessee assumes substantially all of the risks and benefits of ownership.
(4) Ratios are calculated using personal income and population data shown in Demographic and Economic statistics schedule.

Source: Comprehensive Annual Financial Reports- County of  Santa Clara

Governmental Activities Business-Type Activities

COUNTY OF SANTA CLARA

Ratios of  Outstanding Debt by Type

Last Ten Fiscal Years

(Dollars in thousands, except per capita amount) 

(Unaudited)
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 Function/ Program 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

General Government 2,349             2,358             2,245             2,019             2,080             2,112             2,099             2,053             2,006             1,976             

Public Protection 4,089             4,206             3,986             3,397             3,433             3,506             3,516             3,558             3,571             3,532             

Public Ways and Facilities 295                289                277                258                262                262                259                253                246                246                

Health & Sanitation 6,469             6,680             6,623             6,323             6,576             6,716             6,840             6,761             6,764             6,802             

Public Assistance 2,642             2,600             2,492             2,369             2,455             2,467             2,515             2,489             2,435             2,400             

Education 426                439                413                291                286                292                303                303                310                302                

Recreation and Cultural Services 214                224                219                207                209                215                218                221                218                216                

Total full-time equivalent employees 16,484           16,796           16,255           14,864           15,301           15,570           15,750           15,638           15,550           15,474           

        Source: Santa Clara County Controller's  Office

Fiscal Year

COUNTY OF SANTA CLARA

Full-time Equivalent County Employees by Function/Program

Last Ten Fiscal Years

(Unaudited)
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