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SUBJECT:

Off-Agenda Report Regarding Emerging Needs in the Areas of Agricultural
Preservation, Child Care, Housing, and Medical Care

~

On January 29, 2019 (Item No. 20), at the request of Vice President Chavez, the Board directed
Administration to research emerging needs and options to create opportunities to increase
funding in the areas of agricultural preservation, child care, housing, and medical care, as well as
any tax burdens relating to those services, and report to the Board at or before the Fiscal Year
(FY) 2019-20 Budget Workshops.
This off-agenda report responding to the Board referral is intended to be read in conjunction with
the other FY 2019-20 budget documents presented to the Board, and therefore excludes (1)
budget proposals included in the County Executive's FY 2019-20 Recommended Budget, and
(2) capital projects included in the Ten-Year Capital Improvement Program (CIP) for FY 201920 through 2028-29.
Additionally, Administration has interpreted the Board referral to also exclude emerging needs
related to any project which could be funded by 2016 Measure A (Affordable Housing Bond) or
the 2004 Mental Health Services Act.
The cost estimates that are presented in this report are intended to be ballpark estimates and may
not be precise for a variety of reasons. These reasons include, but are not limited to, the
following:
• The scope of the project is uncertain or changing;
• Thorough analysis or planning of the project has not yet been completed;
• The cost estimate of the project is outdated; and/or
• There may be other, non-County sources of funding available for the project, such as the
state or federal governments.
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I.

Agricultural Preservation

A.
Valley Agricultura l Plan / Agricultural Conservation Easement Program
On January 29, 2019 (Item No. 20), the Board of Supervisors received a report from the
Department of Planning and Development relating to the Agricultural Preservation Task Force's
final recommendations. Additionally, the Board also directed Administration, during the budget
process, to consider using Year-End Fund Balance, if available, for the acquisition of
Agricultural Conservation Easements (ACEs).
The report proposed an ACE purchasing program, which "will target preservation of
approximately 12,000 acres of agricultural lands most vulnerable to development and is
estimated to cost approximately $20 million dollars annually over a 25-year period, for a total
estimated cost of $500 million."
During discussion related to the item, the County Executive estimated that a "substantial effort"
to preserve agricultural land in South County would cost "hundreds of millions of dollars,
probably approaching $1 billion total."
Other recommendations by the Agricultural Task Force include:
1.
Establish a standing Agricultural Advisor Commission
11 .
Establish a pilot Agricultural Resilience Incentive Grant Program
m.
Establish an Agricultural Ombuds Program
iv.
Strengthen the Right-to-Farm Ordinance in Santa Clara County
v.
Zoning amendments to support agricultural preservation and the agricultural
economy
v1.
Develop a Santa Clara Valley Regional Brand Identity and Signage
v11.
Develop a Santa Clara Valley Ag Incubator Program

II.

Child Care

A.
Child Care for County Employees
On March 19, 2019 (Item No. 17), the Board of Supervisors directed Administration to report to
the Board with options for consideration relating to child care for County employees, including a
work plan for implementation of onsite child care at one or more County facilities, an increased
child care subsidy for County employees, and the budgeted amount that would be required from
the General Fund to implement the work plan beginning in FY 2019-20.
On April 23, 2019 (Item No. 22), the Employee Services Agency presented a report to the Board
of Supervisors. This report presented plans to contract with outside vendors to conduct a
feasibility study, release a Request for Proposals (RFP), contract with the selected vendor, and
commence services.
Although an accurate cost estimate is likely months away, a rough, back-of-the-envelope
calculation can be made. There are approximately 22,000 County employees currently. For
purposes of this calculation, assume the following: (1) that 4,000 of these 22,000 employees
(18%) have one child each that requires child care; (2) child care for one child costs $2,000 per
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month; and (3) the County pays some amount of subsidy for child care for each such employee.
Under these assumptions, the cost of providing child care would be up to $96 million per year.

Ill.

Housing

A.
Housing for Teachers in Palo Alto
On January 23, 2018 (Item No. 11), the Board of Supervisors directed Administration to explore
creating housing for teachers on Grant Avenue in Palo Alto, due to concerns about housing
affordability. On April 17, 2018 (Item No. 15), the Board of Supervisors directed Administration
to set aside $6 million in the County's Stanford Affordable Housing Fund to be used for this
purpose and to continue conversations with other funding partners, including school districts, the
City of Palo Alto, other cities, and private funders. In June 2018, the Palo Alto City Council
voted to set aside $3 million in developer fees to fund the project. Other potential funders, such
as school districts, are in various stages of providing funds for this project.
A Request for Proposals (RFP) for a developer and operator for this project (with a minimum of
60 units) was issued by the County on February 14, 2019, and is scheduled to close on May 13,
2019, which is after the date of this report. The RFP asks proposers to assume that $12 million in
loans will be available from the County, City of Palo Alto, and school districts.
For the purpose of producing a cost estimate, it is likely that this project is comparable to the
Leigh A venue Senior Apartments, which has (1) a non-residential component on the ground
floor, and (2) provides 64 units of residential housing. The Leigh Avenue Senior Apartments
have an estimated total development cost of $50 million. Ignoring the availability of other
potential funding sources for the limited purposes of this analysis, a ballpark estimate of the cost
of housing development for teachers in Palo Alto is also $50 million.

IV.

Medical Care

A.
Progressive Specialty Care Center
The Progressive Specialty Center (also known as the Ambulatory Surgery and Specialty Center)
is no longer included within the ten-year horizon of the FY 2019-20 Capital Improvement
Program (CIP) due to inadequate funding availability and debt capacity limitations. It can be
returned to the CIP ten-year horizon after an adequate funding source is identified.
The Progressive Specialty Center was originally intended as a separate building for the Valley
Medical Center Hospitals and Clinics (VMC) at Bascom, which would include an Outpatient
Surgery Center; and outpatient clinic space for hemodialysis, diagnostic imaging, peritoneal,
gastrointestinal clinic and procedures, vascular services, and sterile processing. Acquisition and
integration ofVMC - O'Connor and VMC - Saint Louise hospital facilities will provide
additional capacity to the County Health System, relieving some of the immediate need for the
Progressive Specialty Center, but it will still be needed in the long-run.
The FY 2018-19 CIP estimated the total cost of the project to be $280 million.
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8.

Valley Medical Center Hospitals and Clinics - East Valley Clinic Expansion
The East Valley Clinic Expansion is no longer included within the ten-year horizon of the
FY 2019-20 Capital Improvement Program (CIP) due to inadequate funding availability and debt
capacity limitations. lt can be returned to the CIP ten-year horizon after an adequate funding
source is identified.
The FY 2018-19 CIP estimated the total project cost as $170 million.
C.
Valley Medical Center Hospitals and Clinics - West Valley/North County Clinic
Preliminary Planning for a potential development of a West Valley/North County Clinic is
included in the ten-year horizon of the CIP. However, design and construction for a potential
development is not within the ten-year horizon of the FY 2019-20 Capital Improvement Program
(CIP) due to inadequate funding availability and debt capacity limitations. It can be added to the
CIP ten-year horizon after an adequate funding source is identified.
The cost to acquire land and develop a health clinic in the West Valley is estimated at $240
million.

V.
Other Emerging Needs
Although the referral emphasized emerging needs in the areas of agricultural preservation, child
care, housing, and medical care, this off-agenda report also discusses other major projects that
are either outside of these areas or only tangentially relate to these areas.
A.
Public Safety and Justice Center
The Public Safety and Justice Center is no longer included within the ten-year horizon of the
FY 2019-20 Capital Improvement Program (CIP) due to inadequate funding availability and debt
capacity limitations. It can be returned to the CIP ten-year horizon after an adequate funding
source is identified.

The project included the following: (1) a 12-story tower housing the District Attorney, Public
Defender, Adult Probation, Re-Entry Center, and other departments; (2) a six-story mid-rise
building housing the Sheriffs Office, the Office of Emergency Services, and the Public Safety
and Justice Information Services Unit; (3) a parking structure; (4) a central plant; (5) an
amenities building, and (6) the improvement of the Hedding streetscape.
The FY 2018-19 CIP estimated the cost of the Public Safety and Justice Center as $210 million.
B.
County Wildland Fire Program
On April 9, 2019 (Item No. 7), the Santa Clara County Central Fire Protection District presented
a report to the Board of Supervisors relating to the preparedness and County Fire needs given the
ever-increasing threats of large-scale incidents in the County and throughout California.
The report proposed establishing a County Wildland Fire program within the County Fire
Marshal's Office to coordinate wildland fire preparedness countywide, including the reduction of
hazardous fuels and management of roadside vegetation. This proposed program would have
$1.2 million in additional personnel costs in FY 2019-20, and $437,500 for additional equipment
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in the same fiscal year. The equipment would include a command vehicle, a pre-fire planning
vehicle, the installation of ten ALERT Wildland fire cameras, a Type VI fire engine, and a skid
steer masticator.
A proposed expansion of the program in later fiscal years would include additional personnel
costing $3 .1 million, and equipment costing $2.3 million. The addition of a helicopter would cost
approximately $7 million and result in additional personnel costs.
At the request of Vice President Chavez, the Board directed Administration to report to the
Board during the Fiscal Year 2019-2020 budget process relating to a budget plan for
recommendations regarding wildfire preparedness and planning, including timelines and sources
of funds such as the Fire District Enterprise Fund, State contributions, or the County General
Fund. A separate report is being prepared in response to the request for a budget plan.
The cost could reach $4.5 million per year or more and continue indefinitely. This cost
estimation is highly dependent on the scope of the program.

VI.
Tax Burden
Since General Obligation (GO) bonds (and related property taxes) are special taxes that require
two-thirds approval by the voters and can only be used to pay for the acquisition or improvement
ofreal property (i.e., capital projects), this section discussing the tax burden related to funding
emerging needs has been split into two parts:
• The first part discusses the possible issuance of general obligation bonds (and related
property taxes) which would contribute to funding the capital projects discussed in this
report, and
• The second part discusses the possible general sales tax increase which would contribute
to funding the non-capital projects discussed in this report and requires only a majority
vote of the electorate.
A.
GO Bonds (and Related Property Taxes) for Capital Projects
On June 21, 2016 (Item No. 10), Administration presented a report to the Board of Supervisors
(June 2016 Report) analyzing the tax burden relating to issuing $750 million or $950 million in
GO bonds that would fund the creation of permanent housing for low-income residents in Santa
Clara County. The same day, the Board of Supervisors approved placing a $950 million bond
proposition on the November 2016 ballot.
On November 6, 2016, Santa Clara County voters approved the issuance of these bonds, now
known as 2016 Measure A, Affordable Housing Bonds.
The June 2016 Report made the following assumptions:
• The bonds would be issued on a taxable basis. Although tax-exempt bonds are cheaper,
they come with more restrictions.
• The bonds would be issued in three relatively equal tranches over the course of 10 years.
• The level of annual debt service would be level (i.e, the County of Santa Clara will pay
the same amount in debt service payments each year for 30 years).
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•

Overall assessed values of property would have low growth (i.e., 3% in the first year, 2%
in subsequent years).

Additionally, this analysis is conservative, since it was based on the FY 2014-15 assessed values,
which have grown significantly since.
Although this analysis is several years old, it is still a useful ballpark estimate of the tax burden
required to fund the capital projects discussed in this report, for the following reasons:
• The total amounts analyzed are comparable to the cost estimations in this report, and
• Interest rates have remained stable for the past few years.
Tables 1 and 2 below, taken together, compare the cost of the capital projects discussed in this
report to possible revenue sources.
Table 1:
Capital Pro_iect Name
Housing for Teachers in Palo Alto
Progressive Specialty Care Center
VMC- East Valley Clinic Expansion
VMC - West Valley Clinic Development
Public Safety and Justice Center
Total

Estimate of Cost

$50 million
$280 million
$170 million
$240 million
$210 million
$950 million

Table 2:
Total Proceeds from
Issuance of GO Bonds

$750 million
$950 million

Estimate of Increased
Property Tax in the Initial
Year
$9.97 per $100,000 of assessed
valuation
$12.66 per $100,000 of
assessed valuation

Estimate of Increased
Property Tax in the Final
Year (i.e., the 38 th Year)
$4.79 per $100,000 of
assessed valuation
$6.06 per $100,000 of
assessed valuation

It should be noted that GO bonds cannot be used to fund any ongoing operations, including
ongoing facility maintenance, and that they require two-thirds voter approval.
B.
Sales Tax Increase for Non-Capital Projects
On April 3, 2018 (Item No. 14), Administration presented a report to the Board of Supervisors
(April 2018 Report) relating to a possible extension and increase of the retail transactions (sales)
and use tax for Santa Clara County. Specifically, the report discussed options for extending
and/or increasing the 2012 Measure A, 0.125% sales tax, which was then scheduled to expire in
March 2023. Discussion about this issue continued over the course of the next several Board
meetings.
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On July 3, 2018 (Item No. 13), the Board adopted a resolution and ordinance to put a measure on
the November 2018 General Election ballot to continue the existing 0.125% sales tax beyond
March 2023. On November 6, 2018, Santa Clara County voters approved the continuation of the
tax.
Although the April 2018 Report will be approximately one-year old by the time this off-agenda
report is submitted, an additional 0.125% sales tax is still estimated to generate approximately
$50 million in new annual revenues for the County. A doubling of that tax (i.e., an additional
0.25% sales tax) will provide approximately $100 million in new annual revenues for the
County. This estimation is based off FY 2017-18 and FY 2018-19 revenues from 2012 Measure
A and is sensitive to the state of the economy.
Under special legislation, the County is authorized to increase its sales tax up to an additional
5/8ths of a cent (0.625%), but such action must be approved by the voters by 2022. If this
increase in the state cap on the County's sales tax is not utilized by 2022 the provision sunsets
and the County does not have any additional room under the baseline sales tax cap to increase
the sales tax beyond the current rate. A sales tax can be a general tax subject to a majority vote
requirement.
Tables 3 and 4 below, taken together, compare the cost of the non-capital projects discussed in
this report with revenue sources.

Table 3:
Non-Ca ital Pro·ect Name
A ricultural Plan and Easement Pro ram

Estimate of Cost

Count
Total

Table 4:
Amount of Sales Tax
Increase
0.125%
0.25%
0.375%
0.5%
0.625%
Greater than 0.625%

c:

Total County Sales Tax
0.25%
0.375%
0.5%
0.625%
0.75%
Greater than 0.75%

Estimate of Additional
Revenues
$50 million per year
$100 million per year
$150 million per year
$200 million per year
$250 million per year
Prohibited by California
Revenue and Taxation Code
~ 7292.4

Board Chiefs
Miguel Marquez, Chief Operating Officer
James R Williams, County Counsel
Megan Doyle, Clerk of the Board of Supervisors
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