THE BOARD OF SUPERVISORS OF THE COUNTY OF STANISLAUS
ACTION AGENDA SUMMARY

DEPT: Auditor-Controller {,’HP BOARD AGENDA # *B-16
Urgent [7] Routine [] W AGENDA DATE _APril 29, 2014
CEO Concurs with Recommendation YES NO D 4/5 Vote Required YES [T| NO [w]

(Information Attached)

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 2012-2013 are

$7,036,069 and establishing the proportion of said costs attributable to incorporated cities and other
jurisdictions in Fiscal Year 2013-2014.

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
$1,146,385 of revenues to the Property Tax Administration Departments of Assessor, Auditor-Controller,
Chief Executive Office and Tax Collector. These departments have budgeted this revenue in their
2013-2014 budgets.

...................

1) X Approved as recommended
2) Denied
3) Approved as amended

4 _____ Other: This Item was removed from the consent calendar for discussion and consideration.

MOTION:
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ATTEST: CHRISTINE FERRARO TALLMAN, Clerk File No.
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DISCUSSION:

With the passage of the State Budget for Fiscal Year 1990-1991, funding for Stanislaus
programs was reduced. To partially make up these reductions and avoid significant
service losses in health, criminal justice and social service programs, the Legislature
and the Governor granted counties authority under SB 2557 to recover the cost of
property tax administration and jail booking fees from other jurisdictions.

During the Fiscal Year 1991-1992 regular session of the State Legislature, a change
was made to Revenue and Taxation Code Section 97(f) to exempt school districts,
community college districts, and county offices of education from property tax
administration cost recovery.

During the Fiscal Year 1992-1993 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 Educational Revenue
Augmentation Fund (ERAF). 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 Fiscal Year 1994-1995 session of the State Legislature repealed section 97 related
to the 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 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 Assessment 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.

SB1096 (Budget Act of 2004) dramatically altered State and local government funding.
Beginning in Fiscal Year 2004-2005, the collection and distribution of certain sales tax
and vehicle license fees (VLF) received by local agencies were changed. These
revenues were partially eliminated and replaced by property tax revenue now
administered 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 to the local agencies. Previously local agencies received these revenues directly
from the State. As a result of these changes, the county and cities receive a larger
portion of funds generated from property taxes and consequently are required under
Revenue & Taxation Code 95.3 to pay the cost of implementing these new duties
imposed upon the Auditor Controlier.
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In Fiscal Year 2004-2005 and Fiscal Year 2005-2006 the State (SB 1096) required
additional transfers of property taxes for counties and cities to the Educational Revenue
Augmentation Fund. This temporary additional transfer was known as ERAF Ill. The
State recognized that these additional ERAF transfers coupled with a higher recovery
rate of property tax administration costs would severely compromise local agencies'
budgets. To alleviate this inequity, the State suspended the recovery of the additional
property tax administration fee for auditor services until the sunset of the additional
transfer of taxes to the Educational Revenue Augmentation Fund (ERAF llI) as of June
30, 20086.

The total calculated net property tax administration costs for Fiscal Year 2013-2014 is
$7,036,069. The distribution of those costs to each jurisdiction is also provided. Of this
amount, $5,051,195 relates to schools and by law these costs are not recoverable by
the County. Each year the County must absorb the costs of the property tax
administration not funded by the schools. As the schools portion of these costs
represents approximately 72% of property tax revenue received by the taxing agencies
the impact to the County general fund is significant.

PROPERTY TAX ADMINISTRATION COSTS SUMMARY

Cities $438,442
County General Fund $851,077
Redevelopment $464,251
Schools (not recoverable) $5,051,195
Special Districts $231,104
TOTAL $7,036,069

RECOVERY AMOUNTS TO BE ALLOCATED TO:

Assessment Appeals Board $33,543
Assessor's Office $863,673
Auditor-Controller's Office $77,643
Tax Collector's Office $171,526

TOTAL $1,146,385
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These calculations are based on the attached Fiscal Year 2013-2014 Stanislaus County
Property Tax Administration Fee Cost Calculations Final Report, listed as Attachment A.
The property tax administration costs are reduced by the non-recoverable School's
portion and the County General Fund costs to derive the recoverable amounts that are
apportioned to the tax administration departments as a ratio of the total. There is an
additional small difference of $2,145 that results in not charging those agencies that
have already paid more in their direct assessment fee than their property tax
administration fee and also $10,443 in direct assessment fees to agencies that do not
receive AB8 property taxes.

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 by the Board of
Supervisors and the affected agencies. A copy of the final report was mailed to all
affected agencies on April 17, 2014. Refer to sample copy of the letter, listed as
Attachment B, and sent to the affected agencies along with a list of these agencies. The
accompanying letter requested that any affected agencies respond to the Clerk of the
Board before April 28, 2014 to set a public hearing. No requests for removal from the
consent calendar were received. Adoption of this agenda item supports the Board of
Supervisors’ priority of Efficient Delivery of Public Services.

STAFFING IMPACT:

Staff in the offices of the Assessor, Auditor-Controller, Chief Executive Office, and the
Treasurer-Tax Collector have been involved in the development and accumulation of
data required for this report. The report has also been subjected to a review by the
Auditor-Controller. The current staffing level in the Auditor-Controller's Office is sufficient
to administer the Property Tax Administration Program for the affected local agencies.

CONTACT PERSON:

Todd Filgas, Manager Ili, Property Tax Division Telephone: (209) 525-6597
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Stanislaus County
Property Tax Administration Fee
Cost Calculations

Final Report

For use in Fiscal Year 2013/2014




METHODOLOGY

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

Each department was reviewed and property tax related activities and/or 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.

COSTS DISTRIBUTED: 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.

RESULTS

The total 2012/2013 net cost for property tax administration equals $7,036,069.

Distributing this cost over the Auditor-Controller's apportionment percentages for
2013/2014 results in the calculations shown on the following pages:
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‘ AUDITOR-CONTROLLER
Lauren Klein, CPA
Auditor-Controller

1010 10TH Street, Suite 5100, Modesto, CA 95354
PO Box 770, Modesto, CA 95353-0770
”’y Phone. 209.525.6398 Fax: 209.525.7507
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April 17,2014
Taxing Agencies of Stanislaus County

SUBJECT: CALCULATION OF PROPERTY TAX ADMINISTRATION COSTS AND
RECOVERY ALLOCATION METHODOLOGY

We recently completed the calculation of the annual property tax administration cost to be collected in
fiscal year 2013/2014. The property tax administrative costs being recovered are for fiscal year
2012/2013. This year’s net property tax administrative costs of $7,036,069 represent a decrease of
2.55% over the 2012/2013 fiscal year net property tax administrative costs.

Approval and recovery of the Property Tax Administrative Cost Calculations will be on the consent
calendar before the Stanislaus County Board of Supervisors on April 29, 2014 at 9:00 A.M. in the Board
Chambers at 1010 Tenth Street, Modesto. Stanislaus County Ordinance Code Sect 4.44.010 Paragraph
B makes provision for removal of this item from the consent calendar and the setting of a public hearing
on this matter by request to the Clerk of the Board prior to April 28, 2014 by any affected taxing agency
or revenue district.

The Auditor-Controller’s Property Tax Division staff is available to meet with your representatives to
answer questions regarding the preparation of the Property Tax Administration Cost Calculation. We
would be happy to meet with your representatives individually or as a group to answer questions you
may have regarding the cost and recovery allocation calculations. If you wish to meet, please contact
Todd Filgas at (209) 525-6597, so we may plan accordingly.

Lauren Klein, CPA
Auditor-Controller

Enclosure

STRIVING TO BE THE BEST COUNTY IN AMERICA



