
N OF STANISLAUS 
ACTION AGENDA SUMMARY 

BOARD AGENDA # 6:35 pSm. 

AGENDADATE May 20,2008 

415 Vote Required YES NO 

SUBJECT: 

Approval to Adopt the Property Tax Administration Cost Recovery Plan 

STAFF RECOMMENDATIONS: 

1. Adopt the Property Tax Administration Cost Recovery Plan. 

2. Approve the report determining the Property Tax Administration Costs for Fiscal Year 200612007 are 
$6,291 ,129 and establishing the proportion of said costs attributable to incorporated cities and other 
jurisdictions in Fiscal Year 200712008. 

3. Authorize the collection of said costs pursuant to the provisions of the Revenue and Taxation Code 
Sections 95.3 and 97.75, and Stanislaus County Ordinance Code Section 4.44.010. 

FISCAL IMPACT: 

Adoption of the report and authorizing recovery of Property Tax Administration fees will provide 
$1,753,251 of revenues to the Property Tax Administration Departments. 

BOARD ACTION AS FOLLOWS: 

- 
ATTEST: CHRISTINE FERRARO TALLMAN, Clerk File No. 



Approval to Adopt the Property Tax Administration Cost Recovery Plan 

DISCUSSION: 

With the passage of the State Budget for 199011991, funding for Stanislaus programs was cut. 
To partially make up these cuts and avoid significant reduction in health, criminal justice and 
social service programs, the Legislature and the Governor granted counties authority under 
SB2557 to recover the cost of property tax administration and jail booking fees from other 
jurisdictions. 

During the 199111992 regular session of the State Legislature, a change was made to Revenue 
and Taxation Code Section 97(9 to exempt school districts, community college districts, and 
county offices of education from property tax administration cost recovery. 

During the 199211993 session of the State Legislature, various provisions of the Revenue and 
Taxation Code were changed to allow shifting a portion of the property tax revenue due to local 
government jurisdictions to the Schools Educational Revenue Augmentation Fund. Revenue and 
Taxation Code Section 97.5 (d) was then modified to allow the County to recover the property tax 
administration costs related to the shifted revenue. 

The 199411995 session of the State Legislature repealed section 97 dealing with property tax 
administration cost recovery and replaced it with Revenue and Taxation Code Section 95.2, 
which continued the provisions of the repealed sections. The new section added the legislative 
intent that recognized that the County was bearing a disproportionate share of property tax 
administration and provided for collection from local agencies of the proportionate share of those 
costs. 

Revenue and Taxation Code Section 95.3 has superseded section 95.2. The new section 
eliminates the authority of the County to charge the Educational Revenue Augmentation Fund for 
property tax administration costs. It also allows the Auditor-Controller to include the Assessments 
Appeals Board expenses in calculating costs. In addition, it provides for offsetting property tax 
allocations in the amount of the recovery costs as opposed to invoicing, as had been the practice 
in the past. It also affirms that costs are to be allocated based on the proportionate share of 
property taxes allocated to taxing agencies. 

SB1 096 (Budget Act of 2004) dramatically altered State and local government funding. Beginning 
in Fiscal Year 200412005, the collection and distribution of certain sales tax and in lieu vehicle 
license fees received by local agencies was changed dramatically. These revenues were partially 
eliminated and replaced by property tax revenue now administrated by the counties. To fund the 
distribution of these revenues, the law provided for the transfer of property taxes from the 
Educational Revenue Augmentation Fund (ERAF) to the local agencies. Previously local 
agencies received these revenues directly from the State. As a result of these changes, the 
County and cities began receiving a larger portion of funds generated from property taxes and 
consequently are required under Revenue & Taxation Code 95.3 to pay a larger share of the 
property tax administration cost. 

Page 2 



Approval to Adopt the Property Tax Administration Cost Recovery Plan 

DISCUSSION (continued): 

The legislature, recognizing the potential impact of the higher property tax administrative fee for 
cities, prohibited the imposition of the fee for the fiscal years 200412005 and 200512006. The 
legislature also recognized that as part of ERAF Ill and the associated Property Tax 
Administrative costs, that these costs would not be a charge against the taxing agencies, 
including cities. 

There has been and continues to be a difference of opinion in the application of Revenue & 
Taxation Code 97.68, 97.70, and 97.75. The cities have interpreted these sections to limit the 
recovery of costs to "marginal" expenses for the implementation of the "Triple Flip" (SB 1096). 
Since the adoption of the property tax fees last year, a series of meetings and communications 
have taken place between the California State Association of Counties (CSAC), the League of 
California Cities, the State Controller's Office, and the County Counsels' Association in an 
attempt to resolve this difference of opinion. To date a resolution and consensus has not been 
reached between CSAC and the League of California Cities. 

We have attached a copy of an opinion, which was prepared by the County Counsels' 
Association in support of the Property Tax Administrative Fee Guidelines. These guidelines were 
developed by the State Association of County Auditor-Controller's, with broad participation from 
representatives from the State Controller's Office, the League of California Cities, and others. Our 
attached report, including those changes from the implementation of the "Triple Flip", was 
prepared in conformity with the adopted statewide property tax administrative guidelines. 

The total calculated net property tax administration costs for fiscal year 200612007 is $6,291 , I  29. 
The distribution of those costs to each jurisdiction is also provided. Of this amount, $2,939,559 
relates to schools and these costs by law are not recoverable by the County. 

PROPERTY TAX ADMINISTRATION COSTS SUMMARY 

County General Fund $1,584,967 

Schools (not recoverable) 2,939,559 

Cities 1,089,671 

Redevelopment Agencies 460,496 

Special Districts 21 6,436 

TOTAL $6,291,129 
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Approval to Adopt the Property Tax Administration Cost Recovery Plan 

DISCUSSION (continued): 

RECOVERY AMOUNTS TO BE ALLOCATED TO: 

Assessor's Office $1 ,370, 104 

Auditor-Controller's Office 93,835 

Tax Collector's Office 264,693 

Assessment Appeals Board 24,619 

TOTAL $1,753,251 

POLICY ISSUES: 

The Stanislaus County Code Section 4.44.010 requires the Auditor-Controller to submit a final 
report of Property Tax Administration costs for the review of the Board of Supervisors and the 
affected agencies. A copy of the final report was mailed to all affected agencies on April 28, 
2008. 

STAFFING IMPACT: 

Staff in the offices of County Counsel, Auditor-Controller, Treasurer-Tax Collector, Assessor, and 
Assessment Appeals Board has been involved in the development and accumulation of data 
required for this report. The staffing level in the Auditor-Controller's Office is sufficient to offset 
the Property Tax Administration costs of the affected local agencies. 
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AUDITOR-CONTROLLER 

Larry D. Haugh 
Auditor - Controller 

1010 10TH Street, Suite 5100, Modesto, CA 95354 
PO Box 770, Modesto, CA 95353-0770 

Phone: 209.525.6398 Fax: 209.525.6487 

Striving to be the Best 

ACCOUNTANT'S REPORT 

Board of Supervisors 
Stanislaus County 

We have reviewed the accompanying Property Tax Administration Fee Cost Calculation 
for the year ended June 30, 2007. County of Stanislaus management is responsible for 
the Property Tax Administration Fee Cost Calculation. 

Our review was conducted in accordance with attestation standards established by the 
American Institute of Certified Public Accountants and the standards applicable to 
attestation engagements contained in Government Auditing Standards issued by the 
Comptroller General of the United States. A review is substantially less in scope than an 
examination, the objective of which is the expression of an opinion on the County of 
S tanislaus's Property Tax Administration Fee Cost Calculation. Accordingly, we do not 
express such an opinion. 

As required by various statutes within the California Government Code, County Auditor- 
Controllers are mandated to perform certain accounting, auditing and financial reporting 
functions. These activities, in themselves, necessarily impair the accountant's 
independence. However, we believe adequate safeguards and divisions of responsibility 
exist to enable the reader of this report to rely on the information contained herein. 

Based on our review, except for the effects, if any, of the impairment to accountant 
independence, nothing came to our attention that caused us to believe that the Property 
Tax Administration Fee Cost Calculation of the County of Stanislaus for the year ended 
June 30, 2007 is not presented, in all material respects, in conformity with Revenue and 
Taxation Code Section 95.3. 

This report is intended solely for the information and use of the Board of Supervisors and 
management and is not intended to be and should not be used by anyone other than these 
specified parties. 

Lauren Klein 
Certified Public Accountant 
Internal Audit Manager 
County of Stanislaus 

April 17,2008 



S l r ~ v ~ f t g  l o  b r  t h e  B e s l  

Stanislaus County 
Property Tax Administration Fee 

Cost Calculations 

Final Report 
For use in Fiscal Year 2007/2008 



METHODOLOGY 

I. -: Four departments were reviewed for property tax 
administration costs -- Auditor-Controller, Tax Collector, Assessor, and the Clerk 
of the Board. 

Each department was reviewed and property tax related activities andlor functions 
were defined. All services that were property tax related were grouped into a 
"Property Tax" function. Other services (including those allocated in the 
countywide cost allocation plan) were classified as "All Other". Any function 
that was administrative in nature was so classified. 

II. COSTS DISTRIBl )TED: Using the procedures described above, each staff 
member was categorized in terms of assignments and responsibilities. 

This distribution provided an allocation base for salary, benefits, services and 
supplies, and overhead costs. Certain specialized costs were analyzed separately 
and spread in a specific manner. 

The total 200612007 net cost for property tax administration equals $6,291 ,I 29. 

Distributing this cost over the Auditor-Controller's apportionment percentages for 
200712008 results in the calculations shown on the following pages: 



STANISLAUS COUNTY 
PROPERTY TAX ADMINISTRATIVE COST 

SUMMARY 
CHART A 

FISCAL YEAR 2006/2007 

ASSESSOR TAX AUDITOR- 
COLLECTOR CONTROLLER 

SALARIES & BENEFITS $4,6 1 1,795 $820,999 $279,775 

SERVICES & SUPPLIES $659,306 $164,644 $25,499 

OTHER CHARGES $299,897 $332,289 

GENERAL & 
A-87 OVERHEAD $466,487 $122,409 $1 12,013 

DEPARTMENTAL COST : $6,037,485 $1,440,341 $4 17,287 

- - -  p~ 

ASSESSMENT ~PEXSBOARII~ $105,689 

TOTAL COST : %8.000.802 

TAX RELATED REVENUES : 
OTHER REVENUES ($155,659) ($49,586) 
COLLECTION COST ($87,460) 
CHARGES FOR CURRENT SERVICES ($3,455) ($14,456) 
ASSESSMENT & TAX COLLECTION FEES ($163,517) 
SB 813 ($1,235,540) 

NET PROPERTY TAX 
ADMINISTRATIVE COST : 1 $6,291,129 1 A 

Total revenue offsets : ($1,754,198) 

General credits this page $1,709,673 
Direct assessments from chart 6 ($44,525) 



STANISLAUS COUNTY 
PROPERTY TAX ADMINISTRATION COST ALLOCATION 

CHART B 
FISCAL YEAR 2007/2008 

Code Description 

00010 COUNTY-GENERAL FUND 
00100 CO SUPT OF SCHOOLS 
00500 COUNTY FlRE SERVICE 
06320 ClTY OF CERES 
06321 ClTY OF HUGHSON 
06322 ClTY OF MODEST0 
06323 ClTY OF NEWMAN 
06324 ClTY OF OAKDALE 
06325 ClTY OF PATTERSON 
06326 ClTY OF RIVERBANK 
06327 ClTY OF TURLOCK 
06328 ClTY OF WATERFORD 
10000 HILLS FERRY CEMETERY 
10050 KNIGHTS FERRY CEMETERY 
101 00 PATTERSON CEMETERY 
10150 COUNTY RDA AREA 1 - SALIDA 
10200 COUNTY RDA AREA 2 - EYEFIVE 
10250 COUNTY RDA AREA 4 - EMPIRE 
10300 COUNTY RDA AREA 5 - SEVENTH 
10350 COUNTY RDA AREA 6 - SHACKELFORD 
10400 COUNTY RDA AREA 7 - GRAYSON 
10450 COUNTY RDA AREA 8 - KEYES 
10500 COUNTY RDA AREA 9 - AIRPORT 
10550 COUNTY RDA AREA 10 - DENAIR 

10600 COUNTY RDA AREA I I - HICKMAN 
10650 COUNTY RDA AREA 13 - VALLEY HOME 
10700 COUNTY RDA AREA 14 - BUTTE GLENN 
10750 COUNTY RDA AREA 15 - CROWS LANDING 
10800 COUNTY RDA AREA 16 - SHELL 
10850 COUNTY RDA AREA 17 - MONTEREY 
11650 DENAIR COMMUNITY SERVICES DISTRICT 
11700 GRAYSON COMMUNITY SERVICES DISTRICT 
11750 HIGHWAY VILLAGE CSD (CITY OF MODESTO) 
11800 KEYES COMMUNITY SERVICES DISTRICT 
11850 KNIGHTS FERRY COMMUNITY SERVICES DISTRICT 
12000 WATERFORD COMMUNITY SERVICES DISTRICT 
12050 WESTLEY COMMUNITY SERVICES DISTRICT 
12100 COUNTY SERVICE AREA I -  FAIRVIEW TRACT 
12900 BURBANK-PARADISE FlRE 
12950 STAN CONSOL FlRE PRO DlST 
13000 CERES FlRE 
13050 DENAIR FlRE 
13150 HUGHSON FlRE 
13200 INDUSTRIAL FlRE 
13250 KEYES FlRE 

Admin. Cost Admin Cost Adjusted 

Apportionment Less Direct Administrative 

Factors Offsets Credit Cost 



13400 MOUNTAIN VIEW FlRE 
13450 OAKDALE FlRE 
13550 SALIDA FlRE 
13600 TURLOCK FlRE 
13750 WESTPORT FlRE 
13800 WEST STANISLAUS FlRE 
13850 WOODLAND AVE FlRE 
13950 PATTERSON HOSPITAL DISTRICT 
14000 WESTSIDE HOSPITAL DISTRICT 
14050 AIRPORT NEIGHBORHOOD LIGHT 
14150 COUNTRY CLUB ESTATES LIGHTING 
14200 CROWS LANDING LIGHTING 
14300 DENAIR LIGHTING 
14350 EMPIRE LIGHTING 
14400 FAIRVIEW TRACT LIGHTING 
14800 MANClNl PARK LIGHTING 
14850 MONTEREY PARK LIGHTING 
15000 OLYMPIC TRACT LIGHTING 
15200 RICHLAND TRACT LIGHTING 
15350 SALIDA LIGHTING 
15600 SUNSET OAKS LIGHTING 
15650 SYLVAN VILLAGE NO 2 LIGHTING 
15700 TEMPO PARK LIGHTING 
15750 WATERFORD LIGHTING 
15950 EASTSIDE MOSQUITO ABATEMENT 
16000 TURLOCK MOSQUITO ABATEMENT 
16250 CENTRAL IRRIGATION DISTRICT 
16300 OAKDALE IRRIGATION DISTRICT 
16350 TURLOCK IRRIGATION DISTRICT 
16400 WEST STANISLAUS IRRIGATION DISTRICT 
16450 STORM DRAIN NO 1 
16700 STORM DRAIN NO 6 
16800 STORM DRAIN NO 8 
16900 STORM DRAIN NO 10 
16950 SHERWOOD FOREST DRAIN 
17050 EAST STANISLAUS RESOURCE CONSERVATION 
17100 RECLAMATION DISTRICT NO 2063 
17150 RECLAMATION DlST NO 2091 
17200 WEST STANISLAUS RESOURCE CONSERVATION 
17550 EMPIRE SANITARY 
17600 SALIDA SANITARY 
17700 CHATOM ELEM-GEN 
17750 ERAF 
17800 EMPIRE ELEM-GEN 
17900 HART RANSOM-GEN 
18050 KEYES ELEM-GEN 
18200 MODEST0 ELEM GEN 
18300 PARADISE ELEM-GEN 
18450 SALIDA ELEM-GEN 
18500 SHILOH ELEM-GEN 
18550 STANISLAUS ELEM-GEN 

STANISLAUS COUNTY 
PROPERTY TAX ADMINISTRATION COST ALLOCATION 

CHART B 
FISCAL YEAR 2007/2008 



18600 SYLVAN ELEM-GEN 
18850 MODEST0 HIGH-GEN 
19000 CERES UNIFIED-GEN 
19050 DENAIR UNIFIED-GEN 
19100 HUGHSON UNIFIED SCHOOL DISTRICT-GEN 
19150 HUGHSON(GRATT0N) UNIFIED SCHOOL DISTRICT-GEN 
19200 HUGHSON(H1CKMAN) UNIFIED SCHOOL DISTRICT-GEN 
19250 HUGHSON(LA GRANGE) UNIFIED SCHOOL DISTRICT-GEN 
19300 HUGHSON(R0BERTS FERRY) UNIFIED SCHOOL DISTRICT-G 
19350 NEWMAN-CROWS LANDING UNIFIED SCHOOL DISTRICT-GE 
19400 OAKDALE UNIFIED SCHOOL DISTRICT-GEN 
19450 OAKDALE(KN1GHTS FERRY) UNIFIED SCHOOL DISTRICT-GE 
19500 OAKDALE(VALLEY HOME) UNIFIED SCHOOL DISTRICT-GEN 
19550 PATTERSON UNIFIED SCHOOL DISTRICT-GEN 
19600 RIVERBANK UNIFIED SCHOOL DISTRICT-GEN 
19625 TURLOCK JT(SB1537) UNIFIED SCHOOL DlST - GEN 
19650 WATERFORD UNIFIED SCHOOL DISTRICT-GEN 
19700 YOSEMITE COMMUNITY COLLEGE DISTRICT-GEN 
19750 COUNTY SCHOOL SERVICE FUND 
19800 SCHOOLS-EQUALIZATION AID 
19850 SCHOOLS-TUITION 
30000 CERES REDEVELOPMENT AGNCY 
30050 CERES AMENDED REDEVELOPMENT AGENCY 
30100 MODEST0 REDEVELOPMENT AGENCY 
30300 MODEST0 AMENDED REDEVELOPMENT AGENCY 
30400 OAKDALE REDEVELOPMENT AGENCY 
30500 OAKDALE AMENDED REDEVELOPMENT AGENCY 
30600 NEWMAN REDEVELOPMENT AGENCY 
30800 TURLOCK REDEVELOPMENT AGENCY 
30900 TURLOCK AMENDED REDEVELOPMENT AGENCY 
31000 RIVERBANK REDEVELOPMENT AGENCY 
31 100 PATTERSON REDEVOPMENT AGENCY 
31200 STANICERES REDEVOPMENT AGENCY 
31300 WATERFORD REDEVELOPMENT AGENCY 

PROPERTY 
STANISLAUS COUNTY 

TAX ADMINISTRATION COST 
CHART B 

FISCAL YEAR 200 
100,777.77 
299,731.14 
100,627.65 
23,022.05 
22,477.1 7 

757.1 6 
2,391.03 
1,056.08 
7,298.28 

1 14,209.1 5 
135,374.04 

4,776.05 
16,625.83 

153,331.20 
46,323.05 

181,444.59 
44,016.30 

264,065.83 
202,427.34 

5,549.67 
3,976.18 
3,630.29 

444.68 
6,122.45 
6,324.45 

12,934.42 
1,023.95 
4,001.29 
5,314.90 
3,156.1 0 

0.00 
406.60 

1,504.71 
424.58 

31400 HUGHSON REDEVELOPMENT 

ALLOCATION 



STANISLAUS COUNTY 
ASSESSOR 

BREAKDOWN OF EXPENSES BY COST CENTER 
CHART C 

FISCAL YEAR 200612007 

TOTAL SUPPORTING PROP TAX ALL 
DESCRIPTION COSTS COST ADMIN OTHER 

SALARIES $3,332,895 $3,332,895 
BENEFITS $1,278,900 $1,278,900 

TOTAL SALARIES & BENEFITS $4,611,795 $4,611,795 

MAINTENANCE EQUIPMENT $174,697 $174,697 
FINGERPRINTING $160 $160 
OFFICE SUPPLIES $1 8,030 $18,030 
CONTRACTS $184,251 $184,251 
EXP. EQUIPMENT - TO $5,000 $5,106 $5,106 
EXP.COMUP TER EQUIP- TO$S,OOO $30,923 $30,923 
POSTAGE $9,134 $9,134 
RENTS & LEASES $4,728 $4,728 
PUBLICATIONS AND LEGAL NOTICES $13,448 $13,448 
EDUCATION AND T ' G  $4,511 $4,511 
MISCELLANEOUS $15,448 $15,448 
TRAVEL EXPENSES $3 1,853 $3 1,853 

TOTAL SERVICES & SUPPLIES $492,289 $492,289 

TELEPHONE $19,929 $19,929 
INSURANCE $10,310 $10,310 
PRINTlCOPY/MAIL/MESSENGER $52,158 $52,158 
SOFTWARE $35,453 $35,453 
DATA PROCESSING $168,061 $168,061 
FLEET SERVICES $9,450 $9,450 
OTHER $946 $946 
STORES-OFFICE SUPPLIES $3,590 $3,590 

TOTAL OTHER CHARGES $299,897 $299,897 

OPERATING TRANSFERS OUT $136,115 $136,115 

UTILITIES $30,902 $30,902 

A-87 OVERBEAD(ACTUAL 2006107) $466,487 $466,487 

TOTAL ASSESSOR $6,037,485 $6,037,485 



STANISLAUS COUNTY 
TAX COLLECTOR 

BREAKDOWN OF EXPENSES BY COST CENTER 
CHART D 

FISCAL YEAR 200612007 

TOTAL SUPPORTING PROP TAX ALL 
DESCRIPTION COSTS COST ADMIN OTHER 

SALARIES $617,420 $600,425 $16,995 
BENEFITS $308,726 $300,228 $8,498 

TOTAL SALARIES & BENEFITS $926,146 $900,653 $25,493 

MAINTENANCE EQUIPMENT $452 $452 
MEMBERSHIP $495 $495 
OTHER $13,349 $13,349 
OFFICE SUPPLIES $74,965 $74,965 
PUBLICATIONS/LEGAL NOTICES $11,847 $1 1,847 
POSTAGE $77 $77 
CONTRACTS $47,046 $47,046 
RENTS & LEASES $4,345 $4,345 
EDUCATION & TRAINING $3,700 $3,700 
CREDIT CARD PURCHASES $403 $403 
TRAVEL EXPENSES $817 $817 

TOTAL SERVICES & SUPPLIES $157,496 $157,496 

TELEPHONE $5,286 $5,286 
INSURANCE $7,770 $7,770 
PRINTICOPY/MAIL/MESSENGER $68,871 $68,871 
DATA PROCESSING $25,328 $25,328 
COLLECTIONS $212,356 $212,356 
PICKUP & DELIVERY $621 $621 
STORES-OFFICE SUPPLIES $12,057 $12,057 

TOTAL OTHER CHARGES $332,289 $332,289 

FINANCING USES AND INTRAFUND ($79,654) ($79,654) 

UTILITIES $7,148 $7,148 

A-87 OVERHEAD(ACTUAL 2006/07) $125,874 $122,409 $3,465 

TOTAL TAX COLLECTOR $1,469,299 $1,440,341 $28,958 



STANISLAUS COUNTY 
AUDITOR-CONTROLLER 

BREAKDOWN OF EXPENSES BY COST CENTER 
CHART E 

FISCAL YEAR 2006/2007 

TOTAL SUPPORTING PROP TAX ALL 
DESCRIPTION COSTS COST ADMIN OTHER 

SALARIES $2,542,500 $469,456 $21 1,429 $1,861,615 
BENEFITS $1,094,708 $202,131 $68,346 $824,23 1 

TOTAL SALARIES & BENEFITS $3,637,208 $671,587 $279,775 $2,685,846 

WARRANT COST $1,462 $1,462 
CONTRACTS $79,525 $79,525 
OTHER SERVICES & SUPPLIES $99,863 $18,458 $7,690 $73,715 
DATA PROCESSING $100,450 $11,629 $88,821 
OTHER CHARGES $51,019 $9,420 $3,924 $37,675 
UTILITIES $28,864 $13,063 $5,442 $10,359 
INTRAFUND CHARGES ($20,064) $20,266 $8,443 ($48,773) 

TOTAL SERVICES & SUPPLIES $341,119 $72,836 $25,499 $242,784 

A-87 OVERHEAD(ACTUAL 06/07) $353,852 $65,336 $29,426 $259,090 

RE-ALLOCATE SUPPORT COST ($809,759) $82,587 $727,172 

TOTAL AUDITOR-CONTROLLER $4,332,179 $417,287 $3,914,892 



STANISLAUS COUNTY 
ASSESSMENT APPEALS BOARD 

BREAKDOWN OF EXPENSES BY COST CENTER 
CHART F 

FISCAL YEAR 200612007 

TOTAL COST 



OFFICE OFTHE COUNTY COUNSEL 
COUNTYOFSANTA CLARA 

70 West Hedding S M ,  9& Floor 
sari Jose, California 951 10-1770 
(408) 299-5900 

h Miller Ravel 
c o r n  COUNSEL 

WmW Botba 
Robert C. Campbell 

qxi E. Pcgg 
~ A N F C O ~ C ~  

February 1 1,2008 

P d  McIntosh 
Executive Director 
C a M d a  State Association of Counties 
1100 K St, Suite 101 
S-enta, CA 95814 

Edward Honington, President 
State Association of Coimty Auditor-Controllers 
City and County of San Francisco 
1 Dr. Carlton B. Goodlett Place, Room 316 
San Fraucisco, CA 94102 

Re: Propaty Tax Adminisp~n Fee 

Dear Mr. McIntosh and Mi. Kmingtoa: 

Rkently, the Office of the State Controller (SCO) released a copy of a legal opinion 
rcgmhg the c d d o n  of property trx administration costs d t h g  fbm the imp1ementation 
of SB 1096 (Stats. 2004, c u l l ) .  The opinion w b  rquested by Controller staff as a r d t  of an 
d e r  1eth on behdfof the League of C a l i f i  Cities (LCC) Risiag an objection to the 
r m r m a m w h i c h o o u n t i e s . w e m c a l ~ t h e ~ ~  ahmtmb 

. 'on fee (PTAF) for &e 
2006-07 fiscal year and beyond. In a meeting with SCO staffto discuss the citia' I&=, Jam 
Hmt, several county auditor-controllers, and I presented the counties' position. Thc SCO legal 
opinion &agrees with the position of the counties, and in a lettcr to all county auditor- 
controllers, the SCO appears to have officially adopted the conclusions s& out in that opinion 

The SCO summarized the legal opinion in the letter to the counties as folla~s: 

As the counties' assessors and iremum-tax collectors incur no additional costs in 
implementing Revenue end Taxation Code sections 97.68 and 97.70, SCO legal 
counse1 opined that Sales md Use Tax and VehicIe License Fee adjustment 
mounts carmot be added to Revenue and Taxation Code saction %.l and section 
100 computed property tax shares in orda to dstamine m v e  cost 
shares. [Section 97.75 of the Revenue and Taxation Code] clearly states that no 
amount should be charged for administrative sewices that exceeds the actual cost ' 

of providing such services. 



Lcdtsr to Pad McIntod~, CnlifiDiaia State m a t i m  of Counties and 
E d w d  HanlngtoPZ State Aimciation of County Auditor-Co11troUem 
Re: RopQty Ta A ~ m P e e  
Fcbrusry 11,2008 
p w 2  

As a result of the actions of the SCO, you have requested a written opinion from the 
County Coume18' Associationof California on ths question of how, under applicable state law, 
the PTAF authorized unda Section 95.3 of the Revenue and Taxation Code1 should be 
dcdated. This opinion hag been approyed for re1- by the Association. 

In reading tde SCO legal opinion and the questions fbm SCO staff that it attempts to 
answer, it appears that the SCO does not Nly understand the issues or the applicable law. On 
the part of counsel, this m y  be due to the faot that, as she acknowledges, she did not have, and 
appeatly did not request, a copy of the SB 1096 guidelines or "other pertinent documents or 
infodon" that might haw assisted in her undmtmding. Other pertinent .information that 
appears not to have bem provided or requested includes information about the counties' position 
a presented in our meeting with tho Controller. 

At issue here is the propa calculation of the PTAF which counties are authorized by 
Section 95.3 to charge local agencies to h d  the costs inc& by counties in assessing, 
eqacllizing collecting, and allocating properly tax revenues. The intent of the Legislature in 
~JMUA& Section 95.3 is expressed m subdivision (e): 

It i s  the intent of the Legislature in mscting this section to rec0gx.i~ that since 
the adoption of Article XlIIA of the California Constitution by the voters, county 
governments have borne an unfair and disproportionate part of the financial 
burden of assessing, ooU&g, and allocating propatytax revenues for other 
jurisdictions and for redevelqixmt agencies. The Legislature && and declares 
that this section is intended to Wly apportion the buden of oollectingp~~pcrty 
tw. revenues and is not a reallocation of property tax mvenue shares or a trsnsfa 
of any financial or progmm responsibility. 

Section 95.3 sets out the methodology for calculating and allocating the administrative 
costs associated with property tax administration by the counties. The charges for the property 
tax administration services are not to exceed the actual and reasonable costs incurred by a county 
in peaforming those services? 

The appropriate calculation under Section 95.3 is now an issue because of enactments in 
2003 d 2004 d t i n g  h m  eftbrts by the state to deal with severe budget d&&s. In 2003, 
taS Le- enacted what came to be known as the 'Triple Flip" (Stab. 2003, ch. 13) which 
in relevant part reduced sales and use tsx (SUT) revenues to cities and counties by 0.25 percent 

'All s d o n  references are to the Revenue and Taxation Code unless otherwise s p d d  

'Section 95.3(d). 
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and replad those revenues with pperty tax rkvemm fimm ihe counties Education Revenue 
Augmeritation Fund 0 . 3  This was not implemented until 2004 with the issuance by the 

of economic recovery bonds. The other merit occurred in 2004 as part of SB 1096. 
This was the Vehicle License Fee 0 "swap.''' The loss of W revenues was ofiet in the 
same way as the SUT exchange, by property tax revenues hom each county's ERAF. 

Also enacted in SB 1096 was Section 97.75 which provides: 

Notwithstanding any 0th provision of law, for the 2004-05 and 2005-06 fiscal 
years, a county sban not impose a fee, charge, or other levy on a city, nor reduce a 
city's allocation of ad valorem property tax rovanue, in mimbmement fw the 
servioes performed by the county undez Sections 97.68 and 97.70. For the 
2006-07 fiscal year and each fiscal year thereaffer, a county may impose a fee, 
charge, or 0 t h  leqi on a city for these sexvices, but the fee, cherge, or other levy 
shall not exceed the actual cost of providing these s e ~ c e s .  

In response to these enactments, the Womia  State Association of County Auditom 
developed, with the active participation of the SCO and LCC, guidelines for the implemmtatiion 
of SB 1096. Included in the guidelines were procedures for application of Section 97.75. The 
procedure provided that for the 2004-05 and 2005-06 h a 1  years, the SUT and W pmpsrty tax 
replacement revenues would not be included in the calculation of the PTAF but would be 
included in subsequent yeats? Both the SCO and IXX: were cleady aware of the position on this 
issue as expressed in thc final guidelin&, and neither expressid any concern or disagreement, 

The SCO now believes the Lsagusge of Section 97.75 prohiits c o d e s  from inc1uding . 
property tax revenues restilting firom the application of Section 97.68 and Section 97.70 in the 
calculation of property tax nvmues under Section 95.3. I believe that conclusion is clearly 
enu,neous,6 

'It wax's that tbis procedure might have gone beyond what was requind by Section 
97.75 and resulted in a whibl l  to the cities. As explained f h r t k  in this opinion, Ssction 97.75 
doesn't require the exclusion of the SUT and VLF property tax replacement amounts h m  the 
Property tax - . . 'on fw calculated mdet Section 95.3. It onlyrsquires that the wst of 
s a ~ f a e r  perf~~lled under Section 97.68 and 97.70 related to those revenues not be imposed on 
the cities for the two fiscal years. 

6The LCC also argued in its letter to the SCO that the revenues fiom application of 
Section 97.68 and 97.70 were not property taxes. The SCO opinion does not address that issue 
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The SCO, m its request far a legal opinion, a&ed the question whether VLF and SUT 
property tDx replacement revenues can "be added to section 96.1 and section 100 computed 
property tax share to det- administrative cost shares?'' The opinion provides no d y e i s  of 
that question but merely oo11~1udes that counties cannot include those amom in the PTAF 
c d ~ o n s  because section 97.75 states that 'ho amount should be added as a charge 5nr 
pmvidingadmbistrative sexvices that exceeds the actual cost of proding such services." The 
SCO incorrectly interprets the plain language of Section 97.75. 

~Aause the statutory language is generally the mok reliable indicator of legislative 
intent, a court will look first at the words themselves, giving them their usPal and ordrmay 
meaaipg and constndng them in context. If the plain language of the statute is clear and 
unambiguous, a court win lqok no W e r .  If the statutory language contains no ambiguity, the 
Legislature is presumed to have meant what it said, and the plain meaning of the statutt 
govoms.' It is our opinion that the language of Section 97.75 is clear and unambiguous. 

Nowhere in the language of Section 97.75 is &ere a ref-, expressed or implied, that 
the VLP and SUT property tax replacement revenues are not to be included for purposes of 
Section 96.1 and Section 100 calculations. Those sections both refa to properly tax revenues 
that an docated to looal agencies, including cities. The SUT and W property tax replacement 
revenues are included in b s e  amounts and tha allocations made by counties to local agencies. 
Section 95.3 pro*des that the sums included in the c a l c ~ o n  of the property tax administration 
fee include the momts fkom Section 96.1 and Section 100. That would necessarily include the 
SUT and VLF property tax replacement rwvenues. 

By its plain Ian- Section 97.75 is concerned with "a foe, charge* or other lcvy on a 
city. ... in reimbu@ement for the seryz*ces pdbrmed by the county under Sedions 97.68 and 
97-70.'' (Emphasis added.) There is no r e h c e  to the senriw performed by counties under 
Section 95.3. By spec&hg.the " d c e s Y '  p e r m e d  under Secticb 97.68 and Section 97.70 
only, it is clear that the Legisletme was concerned only with the incremental costs associated 
with providing those additional services requid by Section 97.68 and Section 97.70 aad that the 
costs of those h c e s  not be imposed on cities for the two fiscal yeare. In d g  Section . 
97.75;the Legislabm did not prohibit the inclusion of the SUT snd VLP prop- tax 
replacement revenues in the PTAP calculations for purposes of the g d  properly tax services 

and clearly appears to assume, conectly, that the revenues are, in Zaof property tax revenues. 
The LCC position is without mait  Under Section 97.68 and Section 97.70, the sales and use tax 
and VIP replacement revenues come &om property tax revenues, and the statutes refa to them 
as property tax revenues. The legislative analyses also refer to the revenues as property taxes. 

7People v. Johnson (2002) 28 CaL 4"' 240,244. 
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pdonned by the codes. If the Legislature had intended such a prohibition, it would have 
specifically ref& to the exclusion of the SUT and VLF property tax replacement revenues in 
the fee ~alculation under Section 95.3 rather than merely prohibiting a fec for the narrowly 
specified "seTYices." 

Since it is clear fhm the applicable statutory language that ihe SUT and W property 
tax replacement mvmuts are prop.rly included for purposes of calculating the PTAF unda the 
provisions of Section 97.75, the only remaining question is whether counties are imposing a fee, 
charge, or levy that exwds @e actual cost of providing the services. S b  the calculations for 
the PTAF must follow the requirements of Section 95.3, counties should be in compliance dth 
the pmvisios of Section 97.75. 

Section 95.3, similar to the language in Section 97.75, require8 that the PTAF for costs 
incurred by counties in assessing, equaJizing, colleoting, and allocating property tax revenues 
may not exceed the actual and reasonable costs in- by counties ii performing those 
services. &.a result, in the n o d  COW of cdcaMbg the PTAF, a icomty will comply with 
the restrictions imposed by S d o n  97.75. 

With regard to the position taken by the SCO in the legal opinion and the letter to the 
counties, it should be noted that the-SCO does not purport to have authority to direct the oouoties 
to implement the SCO interpretation. me counties are under no legal obligation to follow the 
advice of the SCO on this issue, and they should be advised not do so in tbis instame giMn what 
we believe to be the clearly emneous interprwtation of the applicable statutes by the SCO. 

ANN MILLER RAVEL 
County Counsel 

ROBERT C. CAMPBELL 
Assistant County Counsel 

c: Jean Hurst 
Richard Arrow 
Rod Dole 
John Gvthrie 
Jennifbr H d g  


