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CITY OF MARTINEZ
CITY COUNCIL AGENDA


April 2, 2008
TO:


City Council
FROM:

Lianne Marshall, Assistant City Manager - Administrative Services

SUBJECT:

Authorize the Mayor to send a letter to the Contra Costa County Board of Supervisors protesting the Determination of Property Tax Administrative Cost Recovery for 2007-08

DATE:

March 21, 2008

RECOMMENDATION:
Authorize the Mayor to send a letter to the Contra Costa County Board of Supervisors protesting the Determination of Property Tax Administrative Cost Recovery for 2007-08.
BACKGROUND:
In 2004, the California State Legislature implemented the “Triple Flip” which reduced sales and use tax revenues to cities and replaced those revenues with property taxes.  In addition, the State reduced the vehicle license fee revenues to cities and again, backfilled those revenues with property taxes.  In effect, the State was able to “borrow” sales tax and vehicle license fee revenues, hold them for a period of time, and pay them back once they collected property taxes.  This change forced cities to adjust to a new cash flow schedule and a reduction in interest income. 
A larger impact was felt in fiscal year 2006-07 as counties (including Contra Costa County) began including the repayments of the sales tax and vehicle license fees as property tax revenue for purposes of calculating the property tax administration fees they charge back to cities.  This inclusion significantly increased property tax administration costs for the City of Martinez.  The City experienced a 41.5% increase in fiscal year 2006-07 as the County administration charges paid by the City’s General Fund went from $51,705 to $73,174 in one year.

On January 7, 2008, the State Controller’s Office opined that the sales tax and vehicle license fee reimbursements should not be included in the calculation of property tax administration fees.  Unfortunately, on February 26, 2008, the County issued their proposed fees for 2007-08 and once again included the sales tax and vehicle license fee repayments as property taxes for the purposes of calculating administration fees.  These higher property tax calculations have resulted in a proposed administration charge of $97,583 for 2007-08.  If the sales tax and vehicle license fee revenues were excluded from the calculations as directed by the State Controller’s Office, the administration fee would be reduced by $34,241.
The Contra Costa County Board of Supervisors is holding a public hearing on April 8, 2008 to approve the 2007-08 property tax administration fees.  The attached letter would protest the proposed fee calculation.

FISCAL IMPACT:
If the County complies with the opinion of the State Controller’s Office and removes sales and use tax and vehicle license fee adjustment amounts from their calculation of property tax administration charges the City’s General Fund would save approximately $34,241 in 2007-08. 

ACTION:
Motion authorizing the Mayor to send a Letter to the Contra Costa County Board of Supervisors protesting the Determination of Property Tax Administrative Cost Recovery for 2007-08. 
Attachments: Letter to Board of Supervisors of Contra Costa County

APPROVED BY:   
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City Manager


April 2, 2008

Honorable Federal Glover, Chair and

Members of the Board of Supervisors

651 Pine Street – Rm. 106

Martinez, CA  94553

Dear Federal:

In fiscal year 2006-07, counties throughout California (including Contra Costa County) began including Sales and Use Tax (Revenue and Taxation Code section 97.68) and Vehicle License Fee (Revenue and Taxation Code section 97.70) adjustment amounts in their computation of property tax administration cost shares.  This inclusion has led to significant increases in property tax administration costs for cities throughout the State.  This action has significantly impacted the City of Martinez, having suffered an increase of 41.5% in administration charges in fiscal year 2006-07.  Our administration charges soared from $51,705 in 2005-06 to $73,174 in 2006-07.   

The State Controller’s Office issued an opinion on this matter in a letter dated January 7, 2008.  In this letter, Jeffrey V. Brownfield, Chief of the Division of Audits for the State Controller’s Office stated “As the counties’ assessors and treasurer-tax collectors incur no additional costs in implementing Revenue and Taxation code sections 97.68 and 97.70, SCO legal counsel opined that Sales and Use Tax and Vehicle License Fee adjustment amounts cannot be added to Revenue and Taxation Code section 96.1 and section 100 computed property tax shares in order to determine administrative cost shares.  Statutes clearly state that no amount should be charged for administrative services that exceeds the actual cost of providing such services.  Legal counsel further opined that counties must maintain separate documentation for Sales and Use Tax and Vehicle License Fee charges, as fees must be based on actual costs and the actual costs relating to each type of charge might differ from one another.”


Staff recently received Contra Costa County’s proposed 2007-08 Property Tax Administrative Cost Recovery fees and was extremely disappointed to find that the recommendations of the SCO have not been followed.  The revenues collected for 
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Sales and Use Tax and Vehicle License Fee adjustments have once again been included in the calculation of net revenue per jurisdiction, directly contradicting the legal opinion of the SCO.  In addition, no separate documentation for Sales and Use Tax and Vehicle License Fee charges was offered as recommended by the SCO.

The City of Martinez is therefore formally protesting the Determination of Property Tax Administrative Cost Recovery for 2007-08 as scheduled to be heard at a public hearing by the Contra Costa County Board of Supervisors at your meeting scheduled for April 8, 2008.

Sincerely,

Rob Schroder

Mayor


Cc:
City Council Members

John Cullen, Chief Administrative Officer
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