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“Grand jury report
critical of county

borrowing policy

By KATHY KREIGER
Sentinel staff writer

SANTA CRUZ — The county is
borrowing too much money with-
out letting the public vote on it,
and is doing it with a financial tool
‘that effectively sneaks around tax
:limits imposed by Proposition 13,
‘the grand jury said this week in a
: 14-page report.

. -County officials disputed the re-
‘port, saying it was wrong from
start to finish.

. At the same time, candidates
“running for two seats on the Board
cof Supervisors were quick to use
the Yreport to criticize the incum-

-bents.
4
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According to the report, the
county has borrowed $109 million
in the last two years to pay: for
jails, parks, data processing equip-
ment and its planned Emeline
Street health services building.

Wrong, say officials in the coun-
ty administrative office.

First, that number mixes rede-
velopment debts and county debts,
said Pat Busch of the CAO’s office.
Second, he said, most of the recent
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transactions were refinancing of
older debts that saved the county
$2 million and the redevelopment
agency $5 million.

In the last two years, the county
assumed only $28 million in new
debts, while the Redevelopment
Agency’s new debt load was $18
million, Busch said.

Rather than using general obli-
gation bonds, which require two-
thirds voter approval, the supervi-
sors have opted to use what are
known a¥ certificate$ of participa-
tion to finance long-term debt.

The certificates can be used
without going to voters: All that is
needed is approval by three of the
five supervisors.

““We're not trying to say any-
thing was illegal or that the money
was unwisely spent,” said jury
foreman Ted Faley. “Many of the
projects were worthwhile. Qur con-
cern is that it’s a way to incur
long-term debt without the usual
voter approval.”

For the most part, the report
said, the borrowing goes on with-
out the approval or even the wide-
spread knowledge of the average
citizen; there is no upper limit to
how much can be borrowed; and
the rate of borrowing has in-
creased at an alarming rate.

The report suggests that the
county pass an ordinance forbid-
ding the use of the certificates for
major projects.

County Auditor Gary Knutson
said that is “simply unrealistic.”

Many projects are required by
the state, Knutson said, and the
county needs the flexibility provid-
ed by the certificates. It’s not real-
istic, he said, to expect that two-
thirds of the voters would approve
many of the projects.

“We’d end up with voter rejec-
tion of the approval and courts or-
dering us to carry out the project,”
he said.

Other projects financed by the
certificates — such as the county
+ landfill — are fully repaid by the
. .ultimate users, Knutson said, and
take no money from the general
fund.

Knutson, however, agreed that
the county resorts too often to bor-
rowed money to buy such short-
term assets as chairs and comput-
er printers instead of setting aside
the money in its annual budget.

__ Pat Busch of the County Admin-

istrator’s Office said the certifi-
cates are widely used throughout
the state. Among California coun-
ties,-he said, 84 percent of the long-
term debt is funded through them.

Only 1.54 percent of the debt is
‘funded with general obligation
bonds, he said.

The report comes on-the heels of
a study by a local taxpayers’ group
charging that county workers are
paid more than those in the private
sector.

Jury foreman Ted Faley said the
grand jury was aware of the poten-
tial political fallout from the re-
port.

“It almost caused us to delay re-
leasing it because we didn’t want it
to be a political issue,” Faley said,
noting that the jury wasn’t sin-
gling out any individual supervi-
sor. “On the other hand, we don’t
know when additional certificates
of participation will be issued. We
think this information needed to be!
made public.” '

Second District Supervisor Rob-
ley Levy attacked the report. “The
facts are very questionable and the
conclusions are very question-
able,” she said.

Levy said the county has bor-
rowed money for long-term debts
in a responsible way, much the
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‘Our concern is that it’s a way to incur
long-term debt without the usual voter
approval.’

— Ted Faley, jury foreman

same as a resident would do in
buying a house.

She defended the use of the cer-
tificates to repair roads damaged
in the string of disasters that hit
the county in the 1980s, saying it
was the county’s responsibility to
get the roads repaired “in a timely
fashion.”

Fifth District Supervisor Fred
Keeley criticized the report for
confusing county debts with Rede-
velopment Agency debts. Redevel-
opment debts don’t cost the taxpay-
er a penny, he said, even if there is
default on the loan.

That’s only partly true, said
Aptos tax critic Doug Kaplan.
While Kaplan agreed the county
has no technical or legal responsi-
bility, he said it does have a moral
obligation to pay the money it bor-
TOws.

Keeley contended the real ques-
tions over long-term borrowing are
“Why did you borrow the money
and how much did it cost you? ... Is
it important enough to borrow
money for flood-damaged roads, to
purchase dumps, to get communi-
cations equipment for the sheriffs.
If the answer is yes, then the only
question is whether it was done
properly.”

All of the money was authorized
at public meetings that had been
advertised in local newspapers, he
noted. In addition, he said, “the
budgeting process of the county is
one which is entrusted to the elect-
ed representatives of the people.”

The two challengers for super-
visérial seats praised the report.

“The grand jury did an outstand-
ing job,” said Second District chal-
lenger Walt Symons. “It looks as
though they were reading from my
platform.”

Symons noted that current obli-
gations won’t be paid off until the
year 2021.

Voters should have a voice in
that, he said.

“We are being disenfranchised
by the Board of Supervisors put-
ting us into long-term debt which
our children and grandchildren
will be paying,” Symons said.

Fifth District challenger Patrick
Dugan said the board had created
a shadow government through the
county Redevelopment Agency, the
Public' Financing Authority and
the Santa Cruz Public Improve-
ment Corp.

“The grand jury report is a reit-
eration of the positions that I have
taken since long before announc-
ing my candidacy for supervisor,”
said Dugan. “... (It) is an jndict-
ment of the manner in which the
Board of Supervisors has chosen to
subvert the will of the people.”

Dugan, who is running against
Keeley, said the report was espe-
cially damaging to supervisors
Keeley, Levy and Gary Patton. “It
is clear evidence that they are out
of control and not representing the
people of Santa Cruz County. ...
They impose financial edicts for
iivhich we shall pay and pay dear-
y'n

Kaplan said the report repeated
a point he’s been trying to make.

“It's wrong that it takes a two-
thirds vote of the entire electorate
to approve a school bond, but it
only takes the vote of three super-
visors to borrow $800,000 to build a
homeless center,” Kaplan said.
“We’ve neglected the infrastruc-
ture of Santa Cruz County. We
need to borrow money to rebuild
Santa Cruz County but the voters
have a right to know what they’re
borrowing money for.”



