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COUNTY OF LOS ANGELES
DEPARTMENT OF AUDITOR-CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 90012-2766

PHONE: (213) 974-8301 FAX: (213) 626-5427

J. TYLER McCAULEY
AUDITOR-CONTROLLER

County of Los Angeles Test Claim
Accounting for Local Revenue Realignment

Declaration of Kelvin A. Aikens

Kelvin A. Aikens makes the following declaration and statement under
oath:

I, Kelvin A. Aikens, Manager, Apportionment and Refund Section, Auditor-
Controller’s Tax Division of the County of Los Angeles, am responsible for
developing and implementing methods and procedures to comply with new State-
mandated requirements imposed under the subject legislation.

I declare that it is my information or belief that the County of Los Angeles requires
to perform new accounting duties as a result of the subject legislation detailed

below:

A. ERAF III — An additional shift to ERAF will be made by local taxing
agencies for 2004/05 and 2005/06 only. The 92-23 ERAF shift is now being
called ERAF I; the 93-94 ERAF shift is now being called ERAF II. The
State Department of Finance provided the fixed ERAF III amounts. Cities,
counties, and redevelopment agencies are included in ERAF III, as well as
special districts, including joint- county special districts. The payment
criterion for each type of taxing agency is different. Health & Safety Code
[H&S] Section 33681.12 added by Statutes of 2004, Chapter 211 [SB1096]
and amended by Statutes of 2004, Chapter 610 [AB 2115]1 H&S Sections
33681.13, 33681.14 as added by SB 1096; H&S Section 33681.15 added by
AB 2115; Revenue & Taxation Code [R&T] Sections 97.75, 97.77 added by
SB 10961 R&T Sections 97.31, 98.02, as amended by SB1096; R&T
Sections 97.71, 97.72, 97.73 as added by SB 1096 and amended by AB
2115.

“To Enrich Lives Through Effective and Caring Service”




B. Motor Vehicle License Fee [MVLF] Swap — The motor vehicle license
fee swap for property taxes is to be a permanent swap. The State
Department of Finance provided County Auditors estimated 2004/05
amounts to be taken from the ERAF Fund for the counties and cities. A one-
time true-up will be made in 2005/06 and then the MVLF Swap amount will
grow as the agency’s assessed value grows. Growth calculations should be
made beginning in 2005/06 and each following year. The calculation 1s to
be based on the percentage change in gross taxable assessed value from the
prior fiscal year to the current fiscal year using the city’s prior jurisdictional
boundaries (growth is without annexed areas). Revenue & Taxation Code
[R&T] Sections 96.81, 97.76 added by SB 1096; R&T Sections 97.70 as
added by SB 1096 and amended by AB 2115.

C. Triple Flip (0.25% Reduction to Bradley-Burns Sales Tax Authority) —
The State will take 0.25% of local sales and use tax to repay its Economic
Recovery Bonds. The local counties and cities will be reimbursed for this
loss from the ERAF Fund. This reimbursement will continue until the State
bonds are paid. The State will replace the schools’ appropriated ERAF
funds with State general fund monies. R&T Section 97.68 added by Statutes
of 2003, Chapter 162 [AB 1766] and amended by SB 1096.

I declare that it is my information or belief that the following reimbursable
activities, detailed on the attached schedules, are reasonably necessary in
complying with the subject law:

1. Creating the two new accounts (Sales and Use Tax Compensation Fund and
Vehicle License Fee Compensation Fund)(As noted in Paragraph B).

2. Reviewing the data provided by the State Controller’s Office and the Office
of the Department of Finance for ERAF III contribution)(As noted in

Paragraph A).

3. Calculate and request for the movement of money from the ERAF account
to the two new fund accounts )(As noted in Paragraph A).

4. Calculate and request for the movement of money from the County, Cities,
and Special Districts to ERAF )(As noted in Paragraph A).




A

. Calculate and request for the movement of money from the two new fund
accounts to the Cities and County appropriately )(As noted in Paragraphs A,
B, and C).

6. Request Systems Division staff to create a VLF Supplemental
Apportionment File )(As noted in Paragraph B).

7. Calculate Unitary Apportionment with the VLF adjustment )(As noted in
Paragraph B).

8. Calculate the SB 2557 Administrative Cost with the VLF adjustment )(As
noted in Parfagraph B).

9. Perform the calculations and make the True-up adjustment )(As noted in
Paragraph B).

10.Prepare written procedures to complete the above tasks )(As noted in
Paragraphs A, B, and C).

I declare that I have prepared the attached detailed cost schedule for implementing
the requirements of the subject law for two years.

I declare that the duties performed by the Auditor-Controller’s Department pursuant
to the subject law are reasonably necessary in complying with the subject law, and
cost the County of Los Angeles in excess of $1,000 per annum, the minimum cost
that must be incurred to file a claim in accordance with Government Code Section

17564(a).

Specifically, I declare that I am informed and believe that the County’s State
mandated duties and resulting costs in implementing the subject law require the
County to provide new State-mandated services and thus incur costs which are, in
my opinion, reimbursable "costs mandated by the State", as defined in Government
Code section 17514:

" ' Costs mandated by the State' means any increased costs which a local
agency or school district is required to incur after July 1, 1980, as a result
of any statute enacted on or after January 1, 1975, or any executive order
implementing any statute enacted on or after January 1, 1975, which
mandates a new program or higher level of service of an existing
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17556(d) of the Government Code] is not available as Revenue and Taxation Code
Section 97.75, included as part of the test claim legislation expressly provides that:

“Notwithstanding any other provision of law, for the 2004-05 and 2005-
06 fiscal years, a county shall not impose a fee, charge, or other levy on
a city, nor reduce a city's allocation of ad valorem property tax revenue,
in reimbursement for the services performed by the county under
Sections 97.68 and 97.70. For the 2006-07 fiscal year and each fiscal
year thereafter, a county may impose a fee, charge, or other levy on a
city for these services, but the fee, charge, or other levy shall not exceed
the actual cost of providing these services.” [Emphasis added]

I declare that it is my information and belief that the current funding disclaimer that
the test claim legislation “imposes duties that are necessary to implement,
reasonably within the scope of, or expressly included in a ballot measure approved
by the voters in a statewide or local election ...” [Government Code Section
17556(f)] is not available to bar recovery of otherwise reimbursable costs as the test
claim legislation is a comprehensive revision to local government finances ... “ not
encompassed by Propositions 1A or 57.

I declare that I am personally conversant with the foregoing facts and if required, I
could and would testify to the statements made herein.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct of my own knowledge, except as to matters which are
stated as information and belief, and as to those matters I believe them to be true.

Date and Place ‘Signature




COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION
SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

LOS
ANGELES
COUNTY

HUMBOLDT
COUNTY

MADERA
COUNTY

ALAMEDA
COUNTY

YEAR1

A. PLANNING

1 Legislation Analysis $ 2380 % - $ 444 % 28740( % 88|% 3545{% 2011} $ 100 $ 1,043
Training Expenses. This includes

- 22 1 1

2 transportation, lodging, and employee hours. $ 12818 § 222118 256918 62219 2018 122713 001$ 1859

3 Preparation of Training Presentation $ 5138 | $ - $ - $ - $ - $ - $ - $ - $ -
Training Presentation provided to County
Departments (e.g. Auditor-Controller, _ } } }

4 Assessor, Treasurer-Tax Collector, and Chief $ 19091% §o4aals 216 [ $ ) $ $ § $
Administrative Office).

5 Review C|t|e§ and County Vehicle License Fee N/A $ ) s 2221s 900 | s ) $ 3 $ ) $ 100l -
revenues to include growth.
Review of ERAF Hi shift for the computation of

6 the County Property Tax Administrative Costs | $ 1,951 | § - $ - $ 1830] S 192] $ 9271 % 1081 § 1001$ 225
(SB2557). '

7  Other - Please specify the procedure. $ - $ - $ - $ - $ - $ - $ - $ - $ -

8 Other $ - $ - $ - $ - $ - $ 1,068§8% - $ - $ -

SUB-TOTAL (A)

B. IMPLEMENTATION

Establish Special Funds - Sales and Use Tax
1 Computation Fund and Vehicle License Fee } $ 1.9511% - $ - $ 983]% 192 | % 502 | % 20519 100)1% 128
Property Tax Compensation Fund.

Review of the "countywide adjustment
amounts"” for the Sales and Use Tax and $ 465 $
Vehicle License Fee as submitted by the State

Department of Finance.

- $ - $ 2062]8% 36($ 1251 % 166] $ 2001 ¢% 64
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION
SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

LoS CONTRA EL -
- ALAMEDA | AMADOR | BUTTE |CALAVERAS HUMBOLDT| MADERA

YEAR 1 ANGELES ' COSTA | DORADO
JEAR | county | COUNTY | COUNTY | COUNTY | COUNTY | ~iir | counTy | COUNTY coum

Review the Educational Revenue
Augmentation Fund Shift (ERAF Iif) reduction

- - 2 86 100 160
3 received from the Department of Finance to $ 10461 8 $ L 818 75218 5% $
verify inclusion of appropriate taxing agencies.
Allocate the Sales and Use Tax and Vehicle
4 License Fee revenues during the fiscal $ e6|s - |s - [s sa8|s 2|5 a0a|s 261|5 200($ 257

adjustment period'(1st half in January and the
2nd half in May to the County and Cities.

Adjust the "true up" amount for Sales and Use
5 Tax and Vehicle License fee as provided by the| $ - $ - $ - $ 7621 $ - $ - $ - $ - $ -
State Controller's Office.

Develop and implement new Supplemental Tax
Roll apportionment factor file. This includes

6 establishing procedures and completing $ 661319 ) $ ) $ 139919 57619 9388 4018 10019 898
system application modifications.
7 Calculate Unitary apportionment factor to $ 4002 | s ) $ ) $ 876 | § 340 | $ _ $ 271 s 200 s -

allocate Unitary tax roll growth in excess of 2%.

Perform 1st and 2nd ERAF 1] shift from local
8 taxing agencies to ERAF in December and $ 4171 $ - 5 - $ ©673]|% 48|$ 316|% 324(% 2001% 128
April, respectively.

Perfrom the activities necessary to shift
9 Community Redevelopment Agencies $ 33611 % - $ - $ 1091 $ - $ 322 | 3% 1081 $ 519 128
contribution in May to ERAF.

Prepare the J29 report (1st and 2nd) estimates
10 toinclude Sales and Use Tax, Vehicle License | $ 2091 $ - $ - $ 17131 % 48| $ 2911 $ 158 $ 450 $ 513
Fee, and ERAF 1ll contributions.

Distribute ERAF into the Sales and Use Tax
11 Compensation Fund and the Vehicle License | $ 565 | $ - $ - $ 539 | $ 36]% - $ 261 $ 100 $ 128
Fee Property Tax Compensation Fund.

12 Other - Please specify the procedure. $ - $ - $ - $ - $ - $ - $ - $ - $ -

13 Other $ - $ - 5 - $ - $ - $ I - $ - $ -
14 Other $ - $ - $ - $ - $ - $ - $ - $ - $ -

susTotAL @) § 18255 |5 - fs - |sit03]s
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION

SB90 TEST CLAIM FOR

SB1096 AND AB2116
FISCAL YEAR 2004-06

YEAR 1

C. ADMINISTRATION, ACCOUNTING AND REPORTING

Report in June 2005 to the State Controller's
Office the Vehicle License Fee amounts
apportioned to each taxing agency within the
County.

Report the ERAF Il contribution on the Local
Government Reporting Section (LGRS) report.

Notification to all County taxing agencies of tax
3 revenue distribution changes due to 2004 State
Budget Act.

Perform all necessary accounting activities to
4 report County changes due to 2004 State
Budget Act.

. County Property Tax Administration Cost
5 (SB2557) reduction due to ERAF IlI
confribution.

6 Other - Please specify the procedure.

7 Other

8 Other

SUB-TOTAL (C)

GRAND TOTAL (A+B +C)

nGELES %%35?? COUNTY | GOUNTY COUNTY
COUNTY

s 2s4ls - fs - s - |s  32|s se]s a1 100]$ 128
s 2545 - s - s 1754)s 3218 203]s 162 100[s 193
s 17388 - |s - |s verls 72|s  14s5]|s  216 100fs 128
$ 12706]s - |s - |s 33s)s asols - |s 1905 - ls -
$2724847 |$ 420718 |8 - | '$ 58,237 | 51,576,505 | $ 275,408 | $ 172,579 | § 53444 | § 22,287
s - s - s - s - s - s - |s - - ls -
s - ls - s - s - s - s - |s - s -
s - s - s - |s - s - s - |s - s -
$?.ﬁ37,65o

Note:

Year 1 - Some of the costs are estimates.

Year 2 - All of the costs are estimates.
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION
SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

YEAR 1 MERCED sACRAMENTO | san DIEGO [s.L. OBISPO RN
YEAR 1 COUNTY COUNTY | COUNTY | COUNTY oo,

A. PLANNING

1 Legislation Analysis $ 3,546 | $ 1567 | $§ 2,497.95] % 9,880 | $ 7070 $ 3649 1|% 1,449 ] § 550

o Training E)fpenses.. This includes $ 2038]s 9331$ 287036 $ . $ 4226|% 2487{% 5647($ 1,926
transportation, lodging, and employee hours.

3 Preparation of Training Presentation $ 1735]|% - $ 15530 $ 2860|1% 5127 % 570 | $ - $ 550
Training Presentation provided to County
Departments (e.g. Auditor-Controller, _ R 9

4 Assessor, Treasurer-Tax Collector, and Chief ¥ 871§ ) § 1204963 $ ol 12218 s &
Administrative Office).

5 Review Cltle.S and County Vehicle License Fee $ } $ ) $ 155.30 | $ B $ ) $ 285 5 R $ 275
revenues to include growth.
Review of ERAF Il! shift for the computation of

6 the County Property Tax Administrative Costs | § 676 ) $ 8l 15530 | $ 520 | $ 1,221 $ 204 |$ 15731 % 559
(SB2557).

7  Other - Please specify the procedure. $ 421518 - $ 232951 $ - $ - $ - $ - $ -

8 Other $ 6241 % - $ - $ - $ - $ - $ - $ -

suB-TOTAL (A)| $

B. IMPLEMENTATION
Establish Special Funds - Sales and Use Tax

1 Computation Fund and Vehicle License Fee | $ 250 | $ 821% 16187 $ 260 | $ 4291 % 411 $ 617 $ 275
Property Tax Compensation Fund.
Review of the "countywide adjustment

o amounts” for the Sales and Use Tax and $ ) $ 76| s 575.33 | $ 260 | 626 | $ 32 | $ 5711 8 255
Vehicle License Fee as submitted by the State )
Department of Finance.
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11

12

13

14

COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION

SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

._10._

YEAR 1

Review the Educational Revenue
Augmentation Fund Shift (ERAF Ill) reduction
received from the Department of Finance to
verify inclusion of appropriate taxing agencies.

MARIN
COUNTY

MERCED
COUNTY

$ 38

PLACER
COUNTY

355.72

SACRAMENTO
COUNTY

$ 260

SAN DIEGO
COUNTY

S.L. OBISPO
COUNTY

$ 366

SANTA
BARBARA
COUNTY

$ 1,196

SANTA
CLARA
COUNTY

$ 1,150

Allocate the Sales and Use Tax and Vehicle
License Fee revenues during the fiscal
adjustment period (1st half in January and the
2nd half in May to the County and Cities.

$ 445

$ 76

310.60

$ 312

$ 285

$ 543

$ 697

Adjust the "true up” amount for Sales and Use
Tax and Vehicle License fee as provided by the
State Controller's Office.

$ 260

Develop and implement new Supplemental Tax
Roll apportionment factor file. This includes
establishing procedures and completing
system application modifications.

$ 291

$ 268

388.25

$ 312

$ 20928

$ 407

$ 963

$ 3,120

Calculate Unitary apportionment factor to
allocate Unitary tax roll growth in excess of 2%.

$ 458

Perform 1st and 2nd ERAF Ill shift from local
taxing agencies to ERAF in December and
April, respectively.

$ 542

$ 154

165.30

$ 312

$ 602

$ 163

$ 1,33

$ 485

Perfrom the activities necessary to shift
Community Redevelopment Agencies
contribution in May to ERAF.

$ 269

$ 76

380.94

$ 312

$ 598

$ 489

$ 1,995

Prepare the J29 report (1st and 2nd) estimates
to include Sales and Use Tax, Vehicle License
Fee, and ERAF il contributions.

$ 388

$ 38

167.90

$ 560

$ 326

$ 667

$ 155

Distribute ERAF into the Sales and Use Tax
Compensation Fund and the Vehicle License
Fee Property Tax Compensation Fund.

$ 178

$ 19

77.65

$ 257

$ 285

$ 2346

$ 355

Other - Please specify the procedure.

$ 542

$ 163

Other

$ 857

Other

$ 344

SUB-TOTAL (B)[:
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION H
SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

' SANTA | SANTA
MARIN | MERCED | PLACER ‘| SACRAMENTO | SAN DIEGO |S.L. OBISPO
YEAR 1 CLARA

COUNTY COUNTY COUNTY COUNTY COUNTY COUNTY

BARBARA
COUNTY | county

C. ADMINISTRATION, ACCOUNTING AND REPORTING
Report in June 2005 to the State Controller's
4 Office the Vehicle License Fee amounts $ - |3 8|s 15530 260[$ 1,02 |8 stls - |s 110
apportioned to each taxing agency within the
County.
Report the ERAF [l contribution on the Local
‘2 Government Reporting Section (LGRS) report. $ 502§ 8|S 71485 9 2609 560 | § 8113 $ 10
Notification to all County taxing agencies of tax
3 revenue distribution changes due to 2004 State| $ 2421 § B 31060 | $ 260 | $ 206§ $ 448 | $ - $ 110
Budget Act.
Perform all necessary accounting activities to
4 report County changes due to 2004 State $ 9701 § - $ 608.66 | $ 260 | $ - $ 463|$ 7.050]|$ 303
Budget Act.
County Property Tax Administration Cost
5 (SB2557) reduction due to ERAF llI $ 141687 |$ 68,650{ $ 124,966.00 | § 140,000{ $ 524,362 | $ 159,487 | $ 105464 | $ 667,755
contribution.
6 Ofther - Please specify the procedure. $ 9541 % - $ - $ - $ - $ 896 | $ - $ -
7 Ofher $ - $ - $ - $ - $ - $ 529 1% - $ -
8 Other $ - $ - $ - $ - $ - $ - $ - $ -
SUB-TOTAL(C)
GRAND TOTAL(A+B +C)

Note:
Year 1 - Some of the costs are estimates.

Year 2 - All of the costs are estimates.
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISIOI

SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

TRINITY
COUNTY

SISKIYOU
COUNTY

STAINSLAUS
COUNTY

TOTAL

YEAR 1

A. PLANNING
1 Legislation Analysis $ 1512|$% - $ 2025]% 212898 704478|$% 1600 $ 751.50
p Training Expenses. This includes $ 25203 3081{s - |s 2901]s 167326|5 1924|535 7.077.82

transportation, lodging, and employee hours.

3 Preparation of Training Presentation $ 1,016]$ - $ 567|% 1516|% - $ - $ 1,002.00 {:

Training Presentation provided to County
Departments (e.g. Auditor-Controller,

4 Assessor, Treasurer-Tax Collector, and Chief $ 58319 N AL A A i - |8 )
Administrative Office).

5 Review C|tle§ and County Vehicle License Fee $ 3 $ ) $ : $ 1213]3 ) $ ) $ _
revenues to include growth.
Review of ERAF i shift for the computation of

6 the County Property Tax Administrative Costs | § 450 | $ 216§ $ - $ 2721|$ 36584 $ 2004 $ 334.00

(SB2557). :

7 Other - Please specify the procedure.

8 Other

SUB-TOTAL (A)

B. IMPLEMENTATION

Establish Special Funds - Sales and Use Tax
1 Computation Fund and Vehicle License Fee | $ 150 $ 839 81| $% 2711 % - $ 1019% 83.50
Property Tax Compensation Fund.

Review of the "countywide adjustment
amounts” for the Sales and Use Tax and $
Vehicle License Fee as submitted by the State
Department of Finance.

150 1 § 81]% 5671$ 202}1% 27289(% - $ -
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISIOI +
SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

SANTA

SHASTA | SISKIYOU | SONOMA | STAINSLAUS| TRINITY TULARE
YEAR 1 CRUZ 1 county | county | county | county | county | county TOTAL
COUNTY
Review the Educational Revenue
3 Augmentation Fund Shift (ERAF Il) reduction $ 300 | § 243 | g a05|s 1401|s 252511 ) $ 459.25

received from the Department of Finance to
verify inclusion of appropriate taxing agencies.

Allocate the Sales and Use Tax and Vehicle

License Fee revenues during the fiscal :
5.77 334.00 |
adjustment period (1st half in January and the $ 30018 41918 )8 217 |8 9 $ 32018

2nd half in May to the County and Cities.

Adjust the "true up"” amount for Sales and Use
§ Taxand Vehicle License fee as provided by the| $ - $ - $ - $ - $ - $ - $ -
State Controlier's Office.

Develop and implement new Supplemental Tax
Roll apportionment factor file. This includes

6 L. . $ 38001}% 2431 % - $ 4921% 808.331{$ 640 $ 626.25
establishing procedures and completing
system application modifications.

7 Calculate Unitary apportionment factor to $ 950 | 3 ) $ ) $ ) $ 4279 320 | § )

allocate Unitary tax roll growth in excess of 2%.

Perform 1st and 2nd ERAF Il shift from local
8 taxing agencies to ERAF in December and $ 751 % 3241 % 1411 $ 364} % 8558 | $ 80| % 46.58
April, respectively.

Perfrom the activities necessary to shift :
9 Community Redevelopment Agencies $ 751% 811% - $ 35118 8558 | $ - $ 125.25 |
contribution in May to ERAF. :

Prepare the J29 report (1st and 2nd) estimates
10 toinclude Sales and Use Tax, Vehicle License | $ 751 9% - $ - $ 101|$ 17116 $ - $ 234.36
Fee, and ERAF Il contributions.

Distribute ERAF into the Sales and Use Tax
11 Compensation Fund and the Vehicle License | $ 751 8% - $ 41198 188 % 42791 $ - $ 46.58
Fee Property Tax Compensation Fund.

12 Other - Please specify the procedure. $ - $ - $ - |8 - 18 - $ - $ -

13 Other $ - |8 - 18 - 18 - |$ - $ - 13 -

14 Other $ - $ - |8 S - 18 - $ - $ -
SUB-TOTAL (B) 85
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISIOI H
SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

SISKIYOU
COUNTY

STAINSLAUS
COUNTY

TOTAL

YEAR 1

C. ADMINISTRATION, ACCOUNTING AND REPORTING

Report in June 2005 to the State Controller's :
Office the Vehicle License Fee amounts

- . 4 25.25
1 apportioned to each taxing agency within the $ B $ 2018 101]3$ 85.58 | 3 ofs 1 :
County.

Report the ERAF Ill contribution on the Local

. 40 164.49
Government Reporting Section (LGRS) report. ¥ 5|8 40183 2018 878 | $ 8.58 8 $ 6

Notification to all County taxing agencies of tax
3 revenue distribution changes due to 2004 State{ $ 7518 - $ 81]% 202 % 24405| % - $ 199.21
Budget Act.

Perform all necessary accounting activities to
4 report County changes due to 2004 State $ - $ - $ 324 1% 676 | $ 8558 | $ 500 $ 2,235.60
Budget Act.

County Property Tax Administration Cost
5  (SB2557) reduction due to ERAF III $ 83563 |% 30,777 | $ - $ 153,184 ]| $91,450.00| $ - $ 339,707.00
contribution.

6 Other - Please specify the procedure.

7 Other

8 Other

SUB-TOTAL (C

GRAND TOTAL (A+B+C

Note:
Year 1 - Some of the costs are estimates.

Year 2 - All of the costs are estimates.
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION
$B90 TEST CLAIM FOR

$SB1096 AND AB2116
FISCAL YEAR 2004-06 YEAR 1
[] 2] [3] Percentage
California: - ~ Population Sample Cost Alloéation . Cost
‘County . As of 1/1/2005 %‘Population A | B *A”‘or B

ALAMEDA 1,507,500 4.0953% 429,718 - 429,718.00
ALPINE 1,262 "~ 0.0034% - 456.01 456.01
AMADOR 37,574 0.1021% 3,331 - 3,331.00
BUTTE 214,119 0.5817% 106,451 - 106,451.00
CALAVERAS 44,796 0.1217% 1,579,431 - 1,579,431.00
COLUSA 20,880 0.0567% - 7,544.76 7,544.76
CONTRA COSTA 1,020,898 2.7734% 285,516 - 285,516.00
DEL NORTE 28,895 0.0785% - 10,440.89 10,440.89
EL DORADO 173,407 0.4711% 181,294 - 181,294.00
FRESNO 883,637 2.4002% - 319,256.40 319,256.40
GLENN 28,197 0.0766% - 10,188.68 10,188.68
HUMBOLDT 131,334 0.3568% 55,844 - 55,844.00
IMPERIAL 161,800 0.4396% - 58,464.65 58,464.65
INYO 18,592 0.0505% - 6,718.02 6,718.02
KERN 753,070 2.0458% - 272,113.58 272,113.58
KINGS 144,732 0.3932% - 52,297.32 52,297.32
LAKE 63,250 0.1718% - 22,854.69 22,854.69
LASSEN 35,455 0.0963% - 12,811.28 12,811.28
LOS ANGELES 10,226,506 27.7816% 2,787,650 - 2,787,650.00
MADERA 141,007 0.3831% 28,267 - 28,267.00
MARIN 252,485 0.6859% 163,062 - 163,062.00
MARIPOSA 17,991 0.0489% - 6,500.85 6,500.85
MENDOCINO 89,974 0.2444% - 32,511.12 32,511.12
MERCED 240,162 0.6524% 72,129 - 72,129.00
MODOC 9,700 0.0264% - 3,504.99 3,504.99
MONO 13,563 0.0368% - 4,900.84 4,900.84
MONTEREY 425,102 1.1548% - 153,605.94 153,605.94
NAPA 133,294 0.3621% - 48,164.32 48,164.32
NEVADA 98,955 0.2688% - 35,756.30 35,756.30
ORANGE 3,056,865 8.3044% - 1,104,564.63 1,104,564.63
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION
SB90 TEST CLAIM FOR

-16 -

YUBA 66,734 0.1813% - 24,113.60
Total o i

Page 2 of 3

SB1096 AND AB2116
FISCAL YEAR 2004-06 YEAR 1
1. 21 3] Percentage _
California: i Po,pulafioh ‘Sample Cost | : Allocation CoSt :
County As of 1/1/2005 % Popuiation A B Aor B
PLACER 305,675 0.8304% 136,691 - 136,691.09
PLUMAS 21,231 0.0577% - 7,671.59 7,671.59
RIVERSIDE 1,877,000 5.0991% - 678,233.36 678,233.36
SACRAMENTO 1,369,855 3.7214% 156,588 - 156,588.00
SAN BENITO 57,602 0.1565% - 20,813.85 20,813.85
SAN BERNARDINO 1,946,202 5.2871% - 703,238.74 703,238.74
SAN DIEGO 3,051,280 8.2892% 571,839 - 571,839.00
SAN FRANCISCO 799,263 2.1713% - 288,804.92 288,804.92
SAN JOAQUIN 653,333 1.7749% - 236,074.71 236,074.71
SAN LUIS OBISPO 260,727 0.7083% 172,153 - 172,1563.00
SAN MATEO 723,453 1.9654% - 261,411.80 261,411.80
SANTA BARBARA 419,260 1.1390% 129,419 - 129,419.00
SANTA CLARA 1,759,585 4.7801% 681,010 - 681,010.00
SANTA CRUZ 260,240 0.7070% 93,551 - 93,551.00
SHASTA 178,197 0.4841% 35,791 - 35,791.00
SIERRA 3,538 0.0096% - 1,278.42 1,278.42
SISKIYOU 45,819 0.1245% 5,344 - 5,344.00
SOLANO 421,657 1.1455% - 152,361.13 152,361.13
SONOMA 478,440 1.2997% 190,540 - 190,540.00
STANISLAUS 504,482 1.3705% 102,892 - 102,892.00
SUTTER 88,945 0.2416% - 32,139.30 32,139.30
TEHAMA 60,019 0.1630% - 21,687.21 21,687.21
TRINITY 13,749 0.0374% 5,704 - -5,704.00
TULARE 409,871 1.1135% 353,553 - 353,553.00
TUOLUMNE 58,504 0.1589% - - 21,139.78 21,139.78
VENTURA 813,052 2.2088% - 293,787 .42 293,787.42
YOLO 187,743 0.5100% - 67,838.87 67,838.87
24,113.60
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION

SB90 TEST CLAIM FOR

SB1096 AND AB2116
FISCAL YEAR 2004-06 YEAR 1
M : o [2] [3] Percentage 7
California: . Population - Sample Cos‘tr ‘ Allocation Cost
County As of 1/1/2005 % Population A B AorB
Notes:

(1]

(2]

(3]

[4]

Source: From California Department of Finance website, "E-1 City / County Population Estimates

with Annual Percent Change — January 1, 2004 and 2005." Located at www.dof.ca.gov/HTML/
DEMOGRAP/repndat.htm.

Source: Sample cost is the cost as reported by 24 counties that participated in the State-wide
cost survey for this test claim.

The cost is based on the percentage of the population of 34 counties that did not respond, times
the total estimated cost for the entire population less the amount reported by the 24 participating

counties. ( See computation of estimated cost of 34 non-participating counties below in Note 4)

Computation of total cost of 35 non-participating counties:

100% = 62.61% + 37.39% 62.61% = 8,327,768.00
= 62.61%X + 37.39% 62.61% X = 8,327,768.00
= 8,327,768.00 + 37. X = 327,768.00/62.61%
X = 13,301,019.01
Therefore: Y = 13,301,019.01 - 8,327,768
Y = 4,973,251.01

Page 3of 3
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COUNTY OF L.OS ANGELES AUDITOR-CONTROLLER, TAX DIVISION

SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

LOS
ANGELES
COUNTY

HUMBOLDT| MADERA
COUNTY

AMADOR
COUNTY

ALAMEDA
COUNTY

YEAR 2

. PLANNING

1 Legislation Analysis $ - $ - $ - $ 1533]% - $ - $ 479 $ - $ -

2 Training E)fpenses.‘ This includes $ ) $ ) $ ) $ 11703 ) $ ) $ 840§ 100 ] B
transportation, lodging, and employee hours.

3 Preparation of Training Presentation $ - $ - $ - $ - $ - $ - $ - $ - $ -
Training Presentation provided to County
Departments (e.g. Auditor-Controller, ) ) } ) } ) } )

4 Assessor, Treasurer-Tax Collector, and Chief $ ) $ $ $ ¥ $ § $ $
Administrative Office).

5 ReviewCities and County Vehicle License Fee } ¢ ,085]s - |s - |s 1343]s 1e0|s 7eofs 11a]s 100fs 621
revenues to include growth.
Review of ERAF 1l shift for the computation of

6 the County Property Tax Administrative Costs | $ 975 | $ - $ - $ 383|$% 721% 1161 % 571% 1001 $ 272
(SB2557).

7  Other - Please specify the procedure. $ - $ - $ - $ - $ - $ - $ - $ - $ -

8 Other $ - $ - $ - $ - $ - $ - $ - $ - $ -

SUB-TOTAL (A) s

B. IMPLEMENTATION

Establish Special Funds - Sales and Use Tax
1 Computation Fund and Vehicle License Fee | § - $ - $ - $ - $ - $ - $ - 3 - $ -
Property Tax Compensation Fund.

Review of the “countywide adjustment
amounts" for the Sales and Use Tax and
2 Vehicle License Fee as submitted by the State $ 4658 ) $ ) $ 578 36|$ 1251% 15719 200 )% 8

Department of Finance.

Page 1of9
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION

SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

LOS CONTRA EL
ALAMEDA | AMADOR | BUTTE jCALAVERAS COSTA DORADO

HUMBOLDT| MADERA
YEAR 2 ANGELES | "county | county | county | county

COUNTY | COUNTY

COUNTY COUNTY | COUNTY

Review the Educational Revenue
Augmentation Fund Shift (ERAF 11l) reduction

3 received from the Department of Finance to $ i A A A B 4818 S R 00}s -
verify inclusion of appropriate taxing agencies.
Allocate the Sales and Use Tax and Vehicle

4 License Fee revenues during the fiscal $ 626 | $ ) $ ) $ 733 s 2 ls 49413 106 | 3 200(s 310

adjustment period (1st half in January and the
2nd half in May to the County and Cities.

Adjust the "true up" amount for Sales and Use
5 Tax and Vehicle License fee as provided by the| $ 834198 - $ - $ 80659 48| $ 494 | $ 3221 % - $ 621
State Controller's Office.

Develop and implement new Supplemental Tax
Roll apportionment factor file. This includes

6 A . $ 97151 $ - $ - $ 647 | $ 970 | $ 2111 $ 11418 100|$ 621
establishing procedures and completing
system application modifications.

7 Calculate Unitary apportionment factor to $ 4002 | $ } $ } $ 689 | s 340 s ) $ 28]s  200]s 621

allocate Unitary tax roll growth in excess of 2%.

Perform 1st and 2nd ERAF U shift from local
8 taxing agencies to ERAF in December and $ 41718 - $ - $ 537 | § 481 9% 316 | § 343 ] $ 200{$ 155
April, respectively.

Perfrom the activities necessary to shift
| 9 Community Redevelopment Agencies $ 1,721 $ - $ - $ 76| % - $ 3221% 571% 50|% 155
contribution in May to ERAF.

Prepare the J29 report (1st and 2nd) estimates
10 to include Sales and Use Tax, Vehicle License | $ 209 ) § - $ - $ 333| % 481 $ 105] $ 1601 % 4501 ¢ 621
Fee, and ERAF Il contributions.

Distribute ERAF into the Sales and Use Tax
11 Compensation Fund and the Vehicle License | $ 565 | $ - $ - $ 461§ 36|9% - $ 196 | $ 100]1% 155
Fee Property Tax Compensation Fund.

12 Other - Please specify the procedure. $ - $ - $ - $ - $ - $ - $ - $ - $§ -
13 Other $ - $ - $ - $ - $ - $ - $ - $ - $ -
14 Other ‘ $ - $ - $ - $ - $ - $ - $ - 3 - 5 -

SUB-TOTAL (B)
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION
SB90 TEST CLAIM FOR

SB1096 AND AB2116
FISCAL YEAR 2004-06

_20_

YEAR 2

LOS
ANGELES
COUNTY

. ADMINISTRATION, ACCOUNTING AND REPORTING

ALAMEDA
COUNTY

AMADOR | BUTTE
COUNTY | COUNTY

CALAVERAS
COUNTY

CONTRA
COSTA
COUNTY

EL
DORADO
COUNTY

HUMBOLDT
COUNTY

MADERA
COUNTY

Report in June 2005 to the State Controller's
Office the Vehicle License Fee amounts
apportioned to each taxing agency within the ¥ 25418 - |8 - 8 - )8 3219 il 7|8 1oofs -
County.
Report the ERAF li contribution on the Local

- - 1 244
Govermnment Reporting Section (LGRS) report. § 2541 % $ ¥ 4098 3219 1o s &8 00 f$
Notification to all County taxing agencies of tax
revenue distribution changes due to 2004 State| $ 869 | $ - $ - $ 155 % 481% - $ 571 % 100 | $ 155
Budget Act.
Perform all necessary accounting activities to
report County changes due to 2004 State $ 11,1591 $ - $ - $ - $ 3005 - $ 47818 - $ -
Budget Act.
County Property Tax Administration Cost
($82557) reduction due to ERAF il $ 28427241 % - $ - $ 60,733 | $1,639,659 | $283,763 | $175,000{$ 53,500 $ 22,750
contribution.
Other - Please specify the procedure. $ - $ - 18 - $ - $ - 1$ - $ - $ - 5 -
Other $ - $ - $ - $ - $ - $ - $ - $ - $8 -
Other $ - $ - $ - $ - $ - $ - $ - $ - &8 -

SUB-TOTAL (C )|’
GRAND TOTAL (A+B +C | 31,641,901 | $286,934 |

Note:

Year 1 - Some of the costs are estimates.

Year 2 - All of the costs are estimates.
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION

SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

_21_

YEAR 2

. PLANNING

MERCED
COUNTY

SACRAMENTO

COUNTY

SAN DIEGO

COUNTY

S.L. OBISPO

COUNTY

SANTA
CLARA
COUNTY

Legislation Analysis

Training Expenses. This includes
transportation, lodging, and employee hours.

Preparation of Training Presentation

Training Presentation provided to County
Departments (e.g. Auditor-Controller,
Assessor, Treasurer-Tax Collector, and Chief
Administrative Office).

Review Cities and County Vehicle License Fee
revenues to include growth.

Review of ERAF Il shift for the computation of
the County Property Tax Administrative Costs
(SB2557).

Other - Please specify the procedure.

Other

SUB-TOTAL (A)| S

- | - 807.50 | $ 1,482 | % - s - - 1s -
- |s - 2,20381]$ - 13 - |s 620 - 1s -
- |8 - 80.75 $ 715]$ - 18 - - |s -
- s - 673.38 | § - |s - |s 126 - |s -
$ 2000(8 76 1,614.99 | $ 1,560 |$ 1,356 | $ - 1,000 § -
100]$ 38 161.50 | $ 5201 $ 306 | $ - 7,865| 8§ -
- |8 - 161.50 | § - |8 - |s - - s .
100 | $ - - 8 - ¢ - 18 - - 1s -

Establish Special Funds - Sales and Use Tax
Computation Fund and Vehicle License Fee
Property Tax Compensation Fund.

Review of the "countywide adjustment
amounts” for the Sales and Use Tax and
Vehicle License Fee as submitted by the State
Department of Finance.

200

$ 76

598.33

$ 260

146

$ 252

500
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION
SB90 TEST CLAIM FOR

SB1096 AND AB2116
FISCAL YEAR 2004-06

._22._

YE AR 2 MARIN MERCED PLACER SACRAMENTO § SAN DIEGO |S.L. OBISPO Bigg;;:ﬁ\ it:gﬁ
—_—— COUNTY COUNTY COUNTY COUNTY COUNTY COUNTY COUNTY COUNTY
Review the Educational Revenue
Augmentation Fund Shift (ERAF lif) reduction
received from the Department of Finance to $ 10048 ) 127.691 3 26019 ) ¥ S7T($ 10001
verify inclusion of appropriate taxing agencies.
Allocate the Sales and Use Tax and Vehicle
License Fee revenues during the fiscal ,
adjustment period (1st half in Januaryand the | ¥ 4| S 76 32299 1§ 312 $ 402]s 168]s s00ls -
2nd half in May to the County and Cities.
Adjust the "true up" amount for Sales and Use
5 Tax and Vehicle License fee as provided by the| $ 500 | $ 38 403.74 | $ 2601 % 765 $ 4191 $ - $ -
State Controller's Office.
Develop and implement new Supplemental Tax
Roll apportionment factor file. This includes
establishing procedures and completing $ 5001 $ 268 32299 $ 3123 87 % 1688 1,400| 3
system application modifications.
Calculate Unitary apportionment factor to
7 allocate Unitary tax roll growth in excess of 2%. $ ) $ 76 322991 % 2601 % 4661513 $ $ -
Perform 1st and 2nd ERAF IH shift from local
8 taxing agencies to ERAF in December and $ 500 $ 154 161.50 | $ 3121 % 1731 $ 168 1 $ 1,333 $ -
April, respectively.
Perfrom the activities necessary to shift
9 Community Redevelopment Agencies 3 250 | $ 76 396.18 | $ 3121$ 431 9% 4191 ¢ - $ -
contribution in May to ERAF.
Prepare the J29 report (1st and 2nd) estimates
10 toinclude Sales and Use Tax, Vehicle License | $ 3501 % 38 17462 | $ - $ 9011 $ 294 | $ 6671 % -
Fee, and ERAF lil contributions.
Distribute ERAF into the Sales and Use Tax
11 Compensation Fund and the Vehicle License $ 150 $ 19 80.751 % - $ 431 % 84}1% 2346| % -
Fee Property Tax Compensation Fund.
12 Other - Please specify the procedure. $ 5001 $ - - 3 - $ - $ - $ - $ -
!
113 Other $ - s - - |8 -]s - s - | - s -
14 Other $ 500 | $ - - $ - $ - $ - $ - $ -
SUB-TOTAL (B)| § 4,000|'$
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION

SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

_23._

SUB-TOTAL (C )|’

GRAND TOTAL (A+B +C )| $ 1

SANTA SANTA
MERCED SACRAMENTO | SAN DIEGO
YEAR 2 BARBARA | CLARA
—_— COUNTY COUNTY COUNTY COUNTY COUNTY
. ADMINISTRATION, ACCOUNTING AND REPORTING
Report in June 2005 to the State Controller's
Office the Vehicle License Fee amounts
. 2 84 - -
apportioned to each taxing agency within the $ 300 B 16150} § 260 49 $ $
County.
Report the ERAF Il contribution on the Local
. 260 346 84 - -
Government Reporting Section (LGRS) report. $ 300 Bl 716931 % $ s
Notification to all County taxing agencies of tax
revenue distribution changes due to 2004 State| $ 250 3815 32299 | $ 260 206 4611 % - $ -
Budget Act.
Perform all necessary accounting activities to
report County changes due to 2004 State $ 1,000 - $ 98269 | $ 260 - 322|$ 7,040] % -
Budget Act.
County Property Tax Administration Cost
(SB2557) reduction due to ERAF IlI $ 148,000 68,650 { $ 120,000.00 ) $ 147,000 525,346 162,125|% 110200} $ -
contribution.
Other - Please specify the procedure. $ 800 - $ - $ - - 4191% - $ -
Other $ 500 - $ - $ - - 50318 - $ -
Other $ - - 13 - 13 - - S - {3 -

Note:

Year 1 - Some of the costs are estimates.

Year 2 - All of the costs are estimates.
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISIO!

SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

SISKIYOU
COUNTY

STAINSLAUS} TRINITY TOTAL

YEAR 2

. PLANNING

Il Legislation Analysis $ - $ - $ - $ '322| % - $ - $ -

|

n  Training Expenses. This includes } . _ _ . i

2 transportation, lodging, and employee hours. $ $ $ $ $ $ $

3 Preparation of Training Presentation $ - $ - $ 162 | $ - $ - $ - $ -
Training Presentation provided to County
Departments (e.g. Auditor-Controller, ) ) 3 ) _ } .

4 Assessor, Treasurer-Tax Collector, and Chief $ $ $ $ $ $ $
Administrative Office).

5 ReviewCilies and County Vehidle License Fee | ¢ 751 g o435 . |s  e30{s 200005 9s0|s 1.766.60
revenues to include growth.
Review of ERAF lil shift for the computation of

6 the County Property Tax Administrative Costs | $ 1751 % 8119 - $ 1,444]1% 135001 % 100] $ 347.36

(SB2557).

7 Other - Please specify the procedure.

8 Other

SUB-TOTAL (A)

8. IMPLEMENTATION

Establish Special Funds - Sales and Use Tax
1 Computation Fund and Vehicle License Fee| $ - $ - $ - $ - $ - $ - $ -
Property Tax Compensation Fund.

Review of the "countywide adjustment
amounts” for the Sales and Use Tax and $
Vehicle License Fee as submitted by the State
Department of Finance.

150 1 $ 81]% 162 | $ 104|$ 27289}% - $ -
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISIOI
SB90 TEST CLAIM FOR

SB1096 AND AB2116
FISCAL YEAR 2004-06

_25_.

SANTA
SHASTA | SISKIYOU | SONOMA [ STAINSLAUS| TRINITY TULARE
YEAR 2 CRUZ | county | county | county | county | county | county TOTAL
COUNTY .
Review the Educational Revenue
Augmentation Fund Shift (ERAF Il1) reduction
) - - 477.62
3 received from the Department of Finance to 3 3001$ 3 12218 196 | $ $ &
verify inclusion of appropriate taxing agencies.
Aliocate the Sales and Use Tax and Vehicle
License Fee revenues during the fiscal
. : . : 5.77 2 47.
4 adjustment period (1st half in January and the $ 3001 % 4“9 18 1]s 2881 $ 9 $ 320 347.36
2nd half in May to the County and Cities.
Adjust the "true up" amount for Sales and Use
6§ Taxand Vehicle License fee as provided by the| $ - $ - $ - $ 952]% 13500] % - 706.64
State Controller's Office.
Develop and implement new Supplemental Tax
6 Rall aqumonment factor file. This lqdudes $ R $ 243 | g ) $ 510 | 8 ) $ 640 621.30
establishing procedures and completing
system application madifications.
Calculate Unitary apportionment factor to :
7 allocate Unitary tax roll growth in excess of 2%. $ $ $ $ $ 427918 320
Perform 1st and 2nd ERAF lll shift from local
8 taxing agencies to ERAF in December and $ 751 % 324 | $ 141 % 380 % 8558 | $ 80 47.51
April, respectively.
Perfrom the activities necessary to shift
9 Community Redevelopment Agencies $ 7518 - $ - $ 276 | $ 8558 % - 130.26
contribution in May fo ERAF.
Prepare the J29 report (1st and 2nd) estimates
10 to include Sales and Use Tax, Vehicle License | $ 7518 - $ - $ 1041 $ 42791 % - 243.73
Fee, and ERAF Il contributions.
Distribute ERAF info the Sales and Use Tax
11 Compensation Fund and the Vehicle License | $ 75| ¢ - $ 4118 1961 % 72791 % - 47.40
Fee Property Tax Compensation Fund.
12 Ofther - Please specify the procedure. $ - $ - $ - 1% - 19 - $ - -
13 Other $ - $ - $ - $ - $ - $ - -
14 Other $ - $ - $ - $ - $ - $ - -
I
SUB-TOTAL (8)|'$ 1s
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISIOf

SB90 TEST CLAIM FOR
SB1096 AND AB2116
FISCAL YEAR 2004-06

sanTA | -
sHAsTA | siskivou | sonoma |stamnstaus| Trinmy
YEAR 2 - CRUZ 4 county | county | county | county | county TOTAL

COUNTY.

C. ADMINISTRATION, ACCOUNTING AND REPORTING

Report in June 2005 to the State Controller's
Office the Vehicle License Fee amounts
1 apportioned to each taxing agency within the $ 518 . $ 2008

County.

10419 85.58 | $ 401 % 130.26

Report the ERAF I contribution on the Local

. 4 171.07
Government Reporting Section (LGRS) report. 3 518 afs 2018 46018 85.581 % 0%

Notification to all County taxing agencies of tax
3 revenue distribution changes due to 2004 State] $ 751$ - $ 811% 1041% 85.58 1% - $ 207.18
Budget Act.

Perform all necessary accounting activities to
4  report County changes due to 2004 State $ - $ - $ 324 | $ 35418 8558 | § 401 % 2,325.02
Budget Act.

County Property Tax Administration Cost
5 (SB2557) reduction due to ERAF I $ 88577 $ 32,000]| $ - $ 156,250 | $91,450.00 | $ - $ 353,296.00
contribution.

6 Other - Please specify the procedure.

7 Other

8 Other

SUB-TOTAL (C)

GRAND TOTAL (A+B +C)

Note:
Year 1 - Some of the costs are estimates.

Year 2 - All of the costs are estimates.
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION

SB90 TEST CLAIM FOR

SB1096 AND AB2116
FISCAL YEAR 2004-06 YEAR 2
[1] 2] ‘ [3] Percentage
California: Population Sample Cost Allocation: ~Cost
County As of 1/1/2005 . % Population A B AorB

ALAMEDA 1,507,500 4.0953% - - -
ALPINE 1,262 0.0034% - 431.32 431
AMADOR 37,574 0.1021% - - -
BUTTE 214,119 0.5817% 71,153 - 71,153
CALAVERAS 44,796 0.1217% 1,641,901 - 1,641,901
COLUSA 20,880 0.0567% - 7,136.24 7,136
CONTRA COSTA 1,020,898 2.7734% 286,934 - 286,934
DEL NORTE 28,895 0.0785% - 9,875.56 9,876
EL DORADO 173,407 0.4711% 178,740 - 178,740
FRESNO 883,537 2.4002% - 301,970.04 301,970
GLENN 28,197 0.0766% - 9,637.00 9,637
HUMBOLDT 131,334 0.3568% 55,700 - 55,700
IMPERIAL 161,800 0.4396% - 55,299.04 55,299
INYO 18,692 0.0505% - 6,354.26 6,354
KERN 753,070 2.0458% - 257,379.80 257,380
KINGS 144,732 0.3932% - 49,465.64 49,466
LAKE 63,250 0.1718% - 21,617.21 21,617
LASSEN 35,455 0.0963% - 12,117.60 12,118
LOS ANGELES 10,226,506 27.7816% 2,876,875 - 2,876,875
MADERA 141,007 0.3831% 27,379 - 27,379
MARIN 252,485 0.6859% 158,250 - 158,250
MARIPOSA 17,991 0.0489% - 6,148.86 6,149
MENDOCINO 89,974 0.2444% - 30,750.78 30,751
MERCED 240,162 0.6524% 69,699 - 69,699
MoODOC 9,700 0.0264% - 3,315.21 3,315
MONO 13,563 0.0368% - 4,635.48 4,635
MONTEREY 425,102 1.1548% - 145,288.84 145,289
NAPA 133,294 0.3621% - 45,556.43 45,556
NEVADA 98,955 0.2688% - 33,820.25 33,820
ORANGE 3,056,865 8.3044% - 1,044,757.19 1,044,757
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION

SB90 TEST CLAIM FOR

-28 -

Page 2 of 3

SB1096 AND AB2116
FISCAL YEAR 2004-06 YEAR 2
‘ [1] 2] [3] Percentage
.California: Population Sample Cost Allocation . Cost
County As of 1/1/2005 % Population A B k A ‘or B ,
PLACER 305,675 0.8304% 130,799 - 130,799
PLUMAS 21,231 0.0577% - 7,256.21 7,256
RIVERSIDE 1,877,000 5.0991% - 641,509.93 641,510
SACRAMENTO 1,369,855 3.7214% 154,683 - 154,683
SAN BENITO 57,602 0.1565% - 19,686.87 19,687
SAN BERNARDINO 1,946,202 5.2871% - 665,161.38 665,161
SAN DIEGO 3,051,280 8.2892% 577,317 - 577,317
SAN FRANCISCO 799,263 21713% - 273,167.37 273,167
SAN JOAQUIN 653,333 1.7749% - 223,292.28 223,292
SAN LUIS OBISPO 260,727 0.7083% 167,093 - 167,093
SAN MATEO 723,453 1.9654% - 247,257.48 247,257
SANTA BARBARA 419,260 1.1390% 133,851 - 133,851
SANTA CLARA 1,759,585 4.7801% - 601,380.53 601,381
SANTA CRUZ 260,240 0.7070% 90,402 - 90,402
SHASTA 178,197 0.4841% 33,431 - 33,431
SIERRA 3,538 0.0096% - 1,209.20 1,209
SISKIYOu 45,819 0.1245% 1,214 - 1,214
SOLANO 421,657 1.1455% - 144,111.43 144,111
SONOMA 478,440 1.2997% 163,642 - 163,642
STANISLAUS ‘ 504,482 1.3705% 92,981 - 92,981
SUTTER 88,945 0.2416% - 30,399.09 30,399
TEHAMA 60,019 0.1630% - 20,512.94 20,513
TRINITY 13,749 0.0374% 2,540 - 2,540
TULARE 409,871 1.1135% 360,895 - 360,895
TUOLUMNE 58,504 0.1589% - 19,995.15 19,995
VENTURA 813,052 2.2088% - 277,880.09 277,880
YOLO 187,743 0.5100% - 64,165.69 64,166
YUBA
Total
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COUNTY OF LOS ANGELES AUDITOR-CONTROLLER, TAX DIVISION
SB90 TEST CLAIM FOR

SB1096 AND AB2116
FISCAL YEAR 2004-06 YEAR 2
1] [2]1  [3]Percentage
California: Population Sample Cost Allocation _ . Cost
County As of 1/1/2005. % Population A B - Aor B
Notes:
[1] Source: From California Department of Finance website, "E-1 City / County Population Estimates

with Annual Percent Change — January 1, 2004 and 2005." Located at www.dof.ca.gov/HTML/
DEMOGRAP/repndat.htm.

[2] Source: Sample cost is the cost as reported by 24 counties that participated in the State-wide
cost survey for this test claim.

[3] The cost is based on the percentage of the population of 34 counties that did not respond, times

the total estimated cost for the entire population less the amount reported by the 24 patrticipating

counties. ( See computation of estimated cost of 34 non-participating counties below in Note 4)

[4] Computation of total cost of 35 non-participating counties:
100% = 57.8299% + 42.1 57.8299% = 7,275,479.00
= 57.8299% X + 42, 57.8299% X = 7,275,479.00
= 7,275,479.00 + 37. X = 75,479.00/57.8299%
X = 12,580,825.84
Therefore: Y = 12,580,825.84 - 7,275,479
Y = 5,305,346.84

Page 3 of 3




COUNTY OF LOS ANGELES
DEPARTMENT OF AUDITOR-CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 90012-2766

PHONE: (213) 974-8301 FAX: (213) 626-5427

J. TYLER McCAULEY
AUDITOR-CONTROLLER

County of Los Angeles Test Claim
Accounting for Local Revenue Realignment

Declaration of Darlene Quyen Hoang

Darlene Quyen Hoang makes the following declaration and statement under oath:

I, Darlene Quyen Hoang, Manager, Community Redevelopment Agency
(CRA)/Revenue Distribution Section, Auditor-Controller’s Tax Division of the
County of Los Angeles, am responsible for implementing the subject law.

I declare that it is my information or belief that the County of Los Angeles requires
to perform new accounting duties as a result of the subject legislation detailed

below:

A. ERAF III — An additional shift to ERAF will be made by local taxing
agencies for 2004/05 and 2005/06 only. The 92-23 ERAF shift is now being
called ERAF I; the 93-94 ERAF shift is now being called ERAF II. The
State Department of Finance provided the fixed ERAF III amounts. Cities,
counties, and redevelopment agencies are included in ERAF III, as well as
special districts, including joint county special districts. The payment
criterion for each type of taxing agency is different. Health & Safety Code
[H&S] Section 33681.12 added by Statutes of 2004, Chapter 211 [SB1096]
and amended by Statutes of 2004, Chapter 610 [AB 2115]1 H&S Sections
33681.13, 33681.14 as added by SB 1096; H&S Section 33681.15 added by
AB 2115; Revenue & Taxation Code [R&T] Sections 97.75, 97.77 added by
SB 10961 R&T Sections 97.31, 98.02, as amended by SB1096; R&T
Sections 97.71, 97.72, 97.73 as added by SB 1096 and amended by AB
2115.

B. Motor Vehicle License Fee [MVLF] Swap — The motor vehicle license
fee swap for property taxes is to be a permanent swap. The State
Department of Finance provided County Auditors estimated 2004/05
amounts to be taken from the ERAF Fund for the counties and cities. A one-

“To Enrich Lives Through Effective and Caring Service”
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time true-up will be made in 2005/06 and then the MVLF Swap amount will
grow as the agency’s assessed value grows. Growth calculations should be
made beginning in 2005/06 and each following year. The calculation is to
be based on the percentage change in gross taxable assessed value from the
prior fiscal year to the current fiscal year using the city’s prior jurisdictional
boundaries (growth is without annexed areas). Revenue & Taxation Code
[R&T] Sections 96.81, 97.76 added by SB 1096; R&T Sections 97.70 as
added by SB 1096 and amended by AB 2115.

C. Triple Flip (0.25% Reduction to Bradley-Burns Sales Tax Authority) —
The State will take 0.25% of local sales and use tax to repay its Economic
Recovery Bonds. The local counties and cities will be reimbursed for this
loss from the ERAF Fund. This reimbursement will continue until the State
bonds are paid. The State will replace the schools’ appropriated ERAF
funds with State general fund monies. R&T Section 97.68 added by Statutes
of 2003, Chapter 162 [AB 1766] and amended by SB 1096.

I declare that the following reimbursable activities are reasonably necessary in
complying with the subject law:

Set-up new account for deposit of CRA/ERAF III shift
(As noted in paragraph A).

Prepare schedules and logs (As noted in paragraph A).

Coordinate with Treasurer and Tax Collector for Agencies and/or
Cities requests to wire funds (As noted in paragraph B).

Follow-up with Agencies for ERAF III shift method(s) (As noted in
paragraph A).

Offset tax increment revenue and report it on the remittance advice as
requested from CRAs (As noted in paragraph A).

Calculate and adjust the CRA project tax increment receipts
(As noted in paragraph A).

Process and distribute journal vouchers for ERAF III shift, VLF and
Sales and Use Tax (As noted in paragraphs A, B, and C).




Prepare additional statements/description for all trust funds on the
remittance advice (As noted in paragraphs A, B, and C).

Reconcile ERAF, VLF and Triple Flip funds
(As noted in paragraphs A, B, and C).

Adjust the direct deposit amount (As noted in paragraphs A, B, and
C).

Prepare written procedures (As noted in paragraphs A, B, and C).

Assist Agencies/Cities with questions on this matter.
(As noted in paragraphs A, B, and C).

I declare that the duties performed by the Auditor-Controller’s Department pursuant
to the subject law are reasonably necessary in complying with the subject law, and
cost the County of Los Angeles in excess of $1,000 per annum, the minimum cost
that must be incurred to file a claim in accordance with Government Code Section

17564(a).

Specifically, I declare that I am informed and believe that the County’s State
mandated duties and resulting costs in implementing the subject law require the
County to provide new State-mandated services and thus incur costs which are, in
my opinion, reimbursable "costs mandated by the State", as defined in Government

Code section 17514:

" ' Costs mandated by the State' means any increased costs which a local
agency or school district is required to incur after July 1, 1980, as a result
of any statute enacted on or after January 1, 1975, or any executive order
implementing any statute enacted on or after J anuary 1, 1975, which
mandates a new program or higher level of service of an existing
program within the meaning of Section 6 of Article XIII B of the
California Constitution."

I am personally conversant with the foregoing facts and if required, I could and
would testify to the statements made herein.
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I declare that it is my information and belief that funding disclaimers are not
available to bar recovery of otherwise reimbursable costs. Specifically, the funding
disclaimer that the County may charge a fee to cover its increased costs [Section
17556(d) of the Government Code] is not available as Revenue and Taxation Code
Section 97.75, included as part of the test claim legislation expressly provides that:

“Notwithstanding any other provision of law, for the 2004-05 and 2005-
06 fiscal years, a county shall not impose a fee, charge, or other levy on
a city, nor reduce a city's allocation of ad valorem property tax revenue,
in reimbursement for the services performed by the county under
Sections 97.68 and 97.70. For the 2006-07 fiscal year and each fiscal
year thereafter, a county may impose a fee, charge, or other levy on a
city for these services, but the fee, charge, or other levy shall not exceed
the actual cost of providing these services.” [Emphasis added]

I declare that it is my information and belief that the current funding disclaimer that
the test claim legislation “imposes duties that are necessary to implement,
reasonably within the scope of, or expressly included in a ballot measure approved
by the voters in a statewide or local election ...” [Government Code Section
17556(f)] is not available to bar recovery of otherwise reimbursable costs as the test
claim legislation is a comprehensive revision to local government finances ... , not
encompassed by Propositions 1A or 57.

I declare that I am personally conversant with the foregoing facts and if required, I
could and would testify to the statements made herein.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct of my own knowledge, except as to matters which are
stated as information and belief, and as to those matters I believe them to be true.

8/2//05(/@9471@(/48 Conally " Dol than

Date and Place Signature




Senate Bill No. 1096

CHAPTER 211

An act to amend Section 41204.1 of the Education Code, to amend
Sections 6585, 6588, 6590, 6591, 6592, and 25350.55 of, and to add
Sections 6588.5, 6599.3, and 17617 to, the Government Code, to amend
Sections 18115, 33020, 33333.2, 33333.6, 33672, and 33683 of, and to
add Sections 33681.12, 33681.13, and 33681.14 to, the Health and
Safety Code, to amend Sections 97.31, 97.68, 98.02, 7203.1, 10752,
10752.1, 10753.2, 11001.5, and 11003 of, to amend and repeal Section
10754 of, to add Sections 96.81, 97.70, 97.71, 97.72, 97.73, 97.74,
97.75, 97.76, 97.77, and 10754.11 to, to repeal Sections 10753.8, 11000,
and 11005.7 of, and to repeal and add Section 11005 of, the Revenue and
Taxation Code, to amend Section 42205 of the Vehicle Code, to amend
Section 40 of Chapter 91 of the Statutes of 1991, and to repeal Section
210 of Chapter 89 of the Statutes of 1991 and Section 29 of Chapter 100
the Statutes of 1993, relating to local government finance, and declaring
the urgency thereof, to take effect immediately.

[Approved by Govemnor August 5, 2004. Filed with
Secretary of State August 5, 2004.]

LEGISLATIVE COUNSEL'S DIGEST

SB 1096, Committee on Budget and Fiscal Review. Local |

government finance.

(1) The Marks-Roos Local Bond Pooling Act of 1985 generally
authorizes a joint exercise of powers authority to issue bonds to assist
local agencies in financing public capital improvements, working
capital, liability or other insurance needs, or projects, subject to specified
conditions.

Existing law sets forth the procedures pursuant to which a public
agency may bring or respond to an action in the superior court to
determine the validity of matters generally authorized to be determined
by the court.

This bill additionally would authorize a local agency to sell to a joint
exercise of powers authority, and authorize the authority to purchase,
with the proceeds of its bonds or its revenue, VLF receivables, defined
as any right to payment for moneys due or to become due to a local
agency out of funds payable in connection with vehicle license fees. It
would authorize the authority to pledge, assign, resell or otherwise
transfer or hypothecate any VLF receivables for the purpose of securing
bonds issued to finance the purchase price of the VLF receivables.
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The bill would specify that an action may be brought in the superior
court to determine the validity of any bonds issued under the act to
finance the purchase of bonds for local agencies, the financing of public
capital improvements, or the purchase of VLF receivables and any
contracts of sale of VLF receivables entered into by any local agency,
and any related documents.

(2) Existing law authorizes the board of supervisors of the County of
Orange to elect, by resolution, to guarantee payment under a financing
agreement, or to guarantee payment under an agreement to finance the
lease or lease-purchase of property through the issuance of certificates
of participation or lease revenue bonds by providing notice and a transfer
schedule, subject to specified conditions. If the Controller is notified that
the funds otherwise available to the county will not be sufficient to make
any payment under the financing agreement at the time that payment is
required, or the county fails to make any payment under the financing
agreement at the time that payment is required, the Controller is required
to make an apportionment to the trustee appointed by the county in the
amount of that required payment for the purpose of making that
payment. The Controller is required to make the payment only from
moneys credited to the Motor Vehicle License Fee Account in the
Transportation Tax Fund to which the county is entitled at that time
under specified provisions of law, and to reduce, by the amount of the
payment, the subsequent allocation or allocations to which the county
would otherwise be entitled under those provisions.

This bill instead would require the county, if funds otherwise available
to the county will not be sufficient to make any payment under the
financing agreement at the time that payment is required, or the county
fails to make any payment under the financing agreement at the time that
payment is required, to immediately notify the county auditor and
deliver to the county auditor a duly certified copy of the resolution of the
board of supervisors adopted pursuant to existing law. It would require
the county auditor to reduce the vehicle license fee adjustment amount
and transmit those funds to the Controller to the extent necessary to make
the payments required.

(3) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement.

This bill would require that the total amount due to each city, county,
city and county, and special district, for which the state has determined,
as of June 30, 2005, that reimbursement is required under those
provisions of the California Constitution, be appropriated for payment
to these entities over a period of not more than five years, commencing
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with the Budget Act for the 200607 fiscal year and concluding with the
Budget Act for the 2011-12 fiscal year.

(4) The Vehicle License Fee (VLF) Law establishes, in lieu of any ad
valorem property tax upon vehicles, an annual license fee for any vehicle
subject to registration in this state in the amount of 2% of the market
value of that vehicle, as specified, but offsets this amount by 67.5% for
vehicle license fees with a final due date on or after July 1, 2001. Existing
law provides that any increases in the computation of the vehicle license
fee made during the 1991-92 legislative session will cease to be
operative if either of 2 specified contingencies occur. Legislation was
enacted during that legislative session that adjusted an existing statutory
depreciation schedule in a manner that increased the vehicle license fee.
On January 28, 2004, one of the specified contingencies occurred and,
in accordance with these contingency provisions, the statutory
depreciation schedule became inoperative on March 1, 2004.

This bill would, beginning on January 1, 2005, repeal the offset to the
vehicle license fee and instead reduce the rate under the VLF Law to
0.65% of the market value of a vehicle. This bill would also repeal these
contingency provisions and, notwithstanding any other provision of law,
would reinstate the statutory depreciation schedule.

(5) Existing law allocates revenues derived under the VLF Law
among counties and cities and also requires that General Fund moneys
be transferred, as specified, to cities and counties to compensate for
reduced revenues resulting from VLF offsets. Existing law requires
counties to utilize certain VLF Law revenues for local health and welfare
programs,

This bill would repeal, amend, revise, and recast various provisions
relating to VLF revenue allocations, VLF offsets, and General Fund
transfers to cities, counties, and cities and counties to compensate these
entities for reduced revenues resulting from these offsets. This bill
would require, for the 200405 fiscal year and each fiscal year thereafter,
that each city, county, and city and county annually receive a vehicle
license fee adjustment amount, as defined, from a Vehicle License Fee
Property Tax Compensation Fund, which this bill would create in each
county.

(6) Existing property tax law requires the county auditor, for each
fiscal year, to allocate property tax revenue to local jurisdictions in
accordance with specified formulas and procedures, and generally
requires that each jurisdiction be allocated an amount equal to the total
of the amount of revenue allocated to that jurisdiction in the prior fiscal
year, subject to certain modifications, and that jurisdiction’s portion of
the annual tax increment, as defined. Existing property tax law also
reduces the amounts of ad valorem property tax revenue that would
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otherwise be annually allocated to the county, cities, and special districts
pursuant to these general allocation requirements by requiring, for
purposes of determining property tax revenue allocations in each county
for the 1992-93 and 1993-94 fiscal years, that the amounts of property
tax revenue deemed allocated in the prior fiscal year to the county, cities,
and special districts be reduced in accordance with certain formulas. It
requires that the revenues not allocated to the county, cities, and special
districts as a result of these reductions be transferred to the Educational
Revenue Augmentation Fund (ERAF) in that county for allocation to
school districts, community college districts, and the county office of
education. ‘

Existing law also requires a redevelopment agency, during the
2003-04 fiscal year, to remit to the county auditor an amount of revenue,
determined in accordance with specified calculations made by the
Director of Finance and based on a specified report of the Controller, for
deposit in the Educational Revenue Augmentation Fund in each county
for allocation to school entities.

This bill would, for the 200405 and 2005-06 fiscal years, reduce, by
a specified amount, the vehicle license fee adjustment amount required
to be allocated to a city, county, and city and county and instead require
these revenues to be deposited in a county ERAF. This bill would also,
for those same fiscal years, require a transfer of ad valorem property tax
revenues from enterprise special districts and nonenterprise special
districts, as defined, to county ERAFs. This bill would also require, for
the 200607 fiscal year, that the amount of ad valorem property tax
revenue deemed allocated to each enterprise special district and
nonenterprise special district be increased by an amount equal to their
reductions for the 2004-05 and 2005-06 fiscal years. This bill would
also require a redevelopment agency to make a remittance to county
ERAFs for those same fiscal years. This bill would authorize a
redevelopment agency to defer the payment of a portion of this
remittance if that agency finds that it is unable, for either of certain
reasons, to pay the full allocation, and if the agency adopts a specified
resolution. The bill would also authorize a legislative body, in lieu of
making that payment during the 2004—-05 and 2005-06 fiscal years, to
remit, prior to May 10, 2005, and 2006 respectively, a designated
amount to the county auditor for deposit in the county’s Educational
Revenue Augmentation Fund. This bill also would make conforming
changes to related provisions. By imposing new duties upon local tax
officials in the annual allocation of these revenues, this bill would
impose a state-mandated local program.

(7) Existing law authorizes a county to retain a portion of the ad
valorem property tax revenue that would otherwise be allocated to
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specified entities in a county to reimburse the county for costs in
collecting and administering the ad valorem property tax.

This bill would, for the 2004-05 and 2005-06 fiscal years only,
prohibit a county from imposing a fee, charge, or other levy on a city, or
from retaining any portion of the ad valorem property tax revenue
allocation of a city to reimburse the county for costs the county may incur
under the bill and a specified statute.

(8) Existing law requires the Director of Finance to make certain
adjustments in one of the formulas used in computing the state’s
obligation under the California Constitution to provide funding for
school districts and community college districts so as to ensure that the
modifications in property tax revenue allocation requirements that were
made by a prior enactment do not have a net fiscal impact on school
districts or community college districts, or upon the state’s funding
obligation to those districts.

This bill would instead apply the adjustment requirement to -

modifications in property tax revenue allocation requirements that are
made by “qualifying provisions,” and would define “qualifying
provisions” to include both the prior enactment currently specified by
the adjustment requirement and specified statutes proposed to be added
by this bill.

(9) Existing law requires the Controller to regularly audit the
apportionment and allocation by counties of property tax revenue
according to a specified schedule.

This bill would provide that, notwithstanding any other provision of
law, where an audit conducted under that requirement between July 1,
1993, and June 30, 2001, determined that an allocation method is
required to be adjusted and that a reallocation is required for previous
fiscal years, the apportionments made by the county auditor during that
period shall be deemed correct.

(10) Existing property tax law also allows, in the 1993-94 fiscal year,
an eligible county, as defined, to decrease its reduction in property fax
revenues for deposit in county ERAFs in accordance with a specified
formula.

This bill would clarify that the decrease in the reduction in property
tax revenues allowed to eligible counties in the 1993-94 fiscal year is
incorporated into the formulae by which these revenues are allocated in
subsequent fiscal years.

(11) The Bradley-Burns Uniform Local Sales and Use Tax Law
(Bradley-Burns Law) authorizes a county that adopts a specified
ordinance to impose a local sales and use tax at a rate of 1.25%, and
similarly authorizes a city, located within a county imposing such a tax
rate, to impose a local sales tax rate of 1% that is credited against the
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county rate. Beginning July 1, 2004, and continuing through the revenue
exchange period, as defined, existing law temporarily suspends the
authority of a county or a city to impose a tax under the Bradley-Burns
Law by requiring a county imposing a sales and use tax under that law
to impose that tax at a rate of 1% and requiring an imposing city to
impose that rate at 0.75%.

This bill would specify that rate that may be imposed by a county or
a city under the Bradley-Burns Law during the revenue exchange period
is the rate that was specified in the local ordinance as of January 1, 2004,
reduced by 0.25%. '

(12) Existing law requires the county auditor, for the fiscal
adjustment period, which is defined to have the same meaning as the
revenue exchange period, to decrease the amount of ad valorem property
tax revenue allocated to a county’s Educational Revenue Augmentation
Fund by the countywide adjustment amount, as defined, and requires the
auditor to instead allocate this amount to a county Sales and Use Tax
Compensation Fund. Existing law requires the auditor, during this same
period, to allocate moneys from a Sales and Use Tax Compensation
Fund to cities and counties to reimburse these entities for revenue losses
resulting from the suspension of their Bradley-Burns Law tax rate
authority, as provided. For purposes of these provisions, existing law
defines ““countywide adjustment amount™ as an amount estimated by
the Director of Finance, based upon taxable sales in a county in a prior
fiscal year, to reimburse cities and counties for revenue losses resulting
from the suspension of their Bradley-Burns Law tax rate authority.

This bill would require the Director of Finance to estimate the
countywide adjustment amount based upon the actual amount of local
sales and use tax revenues transmitted to a county or a city in the prior
fiscal year and any projected growth on this amount for the current fiscal
year, as provided. This bill would also specify that any revenue allocated
to a county or a city under these provisions be deemed ““in lieu local sales
fax revenue,”

(13) This bill would also state legislative findings and declarations
that the bill is an interim statute, and that its operation be suspended if
Proposition 65 is approved by the voters at the November 2, 2004,
statewide general election and becomes operative.
4) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement, including the creation of a State Mandates Claims Fund
to pay the costs of mandates that do not exceed $1,000,000 statewide and
other procedures for claims whose statewide costs exceed $1,000,000.
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This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
reimbursement for those costs shall be made pursuant to these statutory
provisions. ,

(15) This bill would declare that it is to take effect immediately as an
urgency statute.

The people of the State of California do enact as follows:

SECTION 1. Section 41204.1 of the Education Code is amended to
read:

41204.1. (a) (1) Pursuant to paragraph (2) of subdivision (b) of
Section 41204, the Director of Finance shall annually adjust “the
percentage of General Fund revenues appropriated for school districts
and community college districts, respectively, in the 198687 fiscal
year” for purposes of applying paragraph (1) of subdivision (b) of
Section 8 of Article XVI of the California Constitution, to reflect those
property tax revenue allocation modifications required by the qualifying
provisions in a manner that ensures that those modifications will have
no net fiscal impact upon the amounts that are otherwise required to be
applied by the state for the support of school districts and community
college districts pursuant to Section 8 of Article XVI of the California
Constitution. »

(2) For purposes of this section, “qualifying provisions,” means the
amendments made to Chapter 6 (commencing with Section 95) of Part
0.5 of Division 1 of the Revenue and Taxation Code and Article 7
(commencing with Section 33680) of Chapter 6 of Part 1 of Division 24
of the Health and Safety Code during the 1991-92 Regular Session to
the 200304 Regular Session, inclusive, and during any Extraordinary
Session concurrently held during those session years, inclusive.

(b) Notwithstanding any other provision of law, for the 2004-05
fiscal year and each fiscal year thereafter, “the percentage of General
Fund revenues appropriated for school districts and community colleges
districts, respectively, in fiscal year 1986-87,” for purposes of
paragraph (1) of subdivision (b) of Section 8 of Article XVI of the
California Constitution, shall be deemed to be the percentage of General
Fund revenues that would have been appropriated for those entities if the
qualifying provisions had been operative for the 198687 fiscal year.

(c) It is the intent of the Legislature in enacting the act adding this
section to ensure both of the following:

(1) That the changes required by the qualifying provisions in the
allocations of ad valorem property tax revenues do not have a net fiscal
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impact upon school districts, as defined in Section 41302.5, or
community college districts.

(2) That the changes required by the qualifying provisions in the
allocations of ad valorem property tax revenues do not have a net fiscal
impact upon the amounts of revenue otherwise required to be applied by
the state for the support of school districts and community college
districts pursuant to Section 8 of Article XVI of the California
Constitution.

SEC. 2. Section 6585 of the Government Code is amended to read:

6585. The definitions in this section shall govern the construction
and interpretation of this article.

(a) “Authority” means an entity created pursuant to Article 1
(commencing with Section 6500). In the case of an authority issuing
bonds pursuant to this chapter in which VLF receivables, as defined in
subdivision (i), are pledged to the payment of the bonds, an authority
shall consist of not less than 100 local agencies.

(b) “Bond purchase agreement” means a contractual agreement
executed between the authority and the local agency whereby the
authority agrees to purchase bonds of the local agency.

(c) “Bonds” means bonds (including, but not limited to, assessment
bonds, redevelopment agency bonds, government issued mortgage
bonds, and industrial development bonds), notes (including bond,
revenue, tax, or grant anticipation notes), commercial paper, floating
rate, and variable maturity securities, and any other evidences of
indebtedness and also includes certificates of participation or
lease-purchase agreements.

"(d) “Cost,” as applied to a public capital improvement or portion
thereof financed under this part, means all or any part of the cost of
construction, renovation, and acquisition of all lands, structures, real or
personal property, rights, rights-of-way, franchises, easements, and
interests acquired or used for a public capital improvement; the cost of
demolishing or removing any buildings or structures on land so
acquired, including the cost of acquiring any lands to which the
buildings or structures may be moved; the cost of all machinery and

equipment; finance charges; interest prior to, during, and for a period

after, completion of that construction, as determined by the authority;
provisions for working capital, reserves for principal and interest and for
extensions, enlargements, additions, replacements, renovations, and
improvements; the cost of architectural, engineering, financial and legal
services, plans, specifications, estimates, administrative expenses, and
other expenses necessary or incident to determining the feasibility of
constructing any project or incident to the construction or acquisition or
financing of any public capital improvement.
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(e) “Legislative body” means the governing body of a local agency.

(f) “Local agency” means a party to the agreement creating the
authority, or an agency or subdivision of that party, sponsoring a project
of public capital improvements, or any city, county, city and county,
authority, district, or public corporation of this state.

(g) “Public capital improvements” means one or more projects
specified in Section 6546.

(h) “Revenue” means all income and receipts of the authority from
a bond purchase agreement, bonds acquired by the authority, loans,
installment sale agreements, and other revenue producing agreements
entered into by the authority, projects financed by the authority, grants
and other sources of income, VLF receivables purchased pursuant to
Section 6588.5, and all interest or other income from any investment of
any money in any fund or account established for the payment of
principal or interest or premiums on bonds.

(i) ““VLF receivable” means the right to payment of moneys due or

to become due to a local agency out of funds payable in connection with

vehicle license fees to a local agency pursuant to Section 10754.11 of the
Revenue and Taxation Code.
() “Working capital” means money to be used by, or on behalf of, a
“local agency for any purpose for which a local agency may borrow
money pursuant to Section 53852, or for any purpose for which a VLF
receivable sold to an authority could have been used by the local agency.

SEC. 3. Section 6588 of the Government Code is amended to read:

6588. In addition to other powers specified in an agreement
pursuant to Article 1 (commencing with Section 6500) and Article 2
(commencing with Section 6540), the authority may do any or all of the
following:

(a) Adopt bylaws for the regulation of its affairs and the conduct of
its business.

(b) Sue and be sued in its own name. _

(c) Issue bonds, including, at the option of the authority, bonds
bearing interest, to pay the cost of any public capital improvement,
working capital, or liability or other insurance program. In addition, for
any purpose for which an authority may execute and deliver or cause to
be executed and delivered certificates of participation in a lease or
installment sale agreement with any public or private entity, the
authority, at its option, may issue or cause to be issued bonds, rather than
certificates of participation, and enter into a loan agreement with the
public or private entity.

(d) Engage the services of private consultants to render professional
and technical assistance and advice in carrying out the purposes of this
article.
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(e) As provided by applicable law, employ and compensate bond
counsel, financial consultants, and other advisers determined necessary
by the authority in connection with the issuance and sale of any bonds.

(f) Contract for engineering, architectural, accounting, or other
services determined necessary by the authority for the successful
development of a public capital improvement.

(g) Pay the reasonable costs of consulting engineers, architects,
accountants, and construction, land-use, recreation, and environmental
experts employed by any sponsor or participant if the authority
determines those services are necessary for the successful development
of public capital improvements.

(h) Take title to, and sell by installment sale or otherwise, lands,
structures, real or personal property, rights, rights-of-way, franchises,
easements, and other interests in lands that are located within the state
that the authority determines are necessary or convenient for the
financing of public capital improvements, or any portion thereof.

(i) Receive and accept from any source, loans, contributions, or
grants, in either money, property, labor, or other things of value, for, or
in aid of, the construction financing, or refinancing of public capital
improvement, or any portion thereof or for the financing of working
capital or insurance programs, or for the payment of the principal of and
interest on bonds if the proceeds of those bonds are used for one or more
of the purposes specified in this section.

(j) Make secured or unsecured loans to any local agency in connection
with the financing of capital improvement projects, working capital or
insurance programs in accordance with an agreement between the
authority and the local agency. However, no loan shall exceed the total
cost of the public capital improvements, working capital or insurance
needs of the local agency as determined by the local agency and by the
authority.

(k) Make secured or unsecured loans to any local agency in
accordance with an agreement between the authority and the local
agency to refinance indebtedness incurred by the local agency in
connection with public capital improvements undertaken and
completed.

(/) Mortgage all or any portion of its interest in public capital
improvements and the property on which any project is located, whether
owned or thereafter acquired, including the granting of a security interest
in any property, tangible or intangible.

(m) Assign or pledge all or any portion of its interests in mortgages,
deeds of trust, indentures of mortgage or trust, or similar instruments,
notes, and security interests in property, tangible or intangible, of a local
agency to which the authority has made loans, and the revenues
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therefrom, including payment or income from any interest owned or held
by the authority, for the benefit of the holders of bonds issued to finance
public capital improvements. The pledge of moneys, revenues,
accounts, contract rights, or rights to payment of any kind made by or
to the authority pursuant to the authority granted in this part shall be valid
and binding from the time the pledge is made for the benefit of the
pledgees and successors thereto, against all parties irrespective of
whether the parties have notice of the claim.

(n) Lease the public capital improvements being financed to a local
agency, upon terms and conditions that the authority deems proper;
charge and collect rents therefor; terminate any lease upon the failure of
the lessee to comply with any of the obligations of the lease; include in
any lease provisions that the lessee shall have options to renew the lease
for a period or periods, and at rents as determined by the authority;
purchase or sell by an installment agreement or otherwise any or all of
the - public capital improvements; or, upon payment of all the
indebtedness incurred by the authority for the financing or refinancing
of the public capital improvements, the authority may convey any or all
of the project to the lessee or lessees. '

(o) Charge and apportion to local agencies that benefit from its
services the administrative costs and expenses incurred in the exercise
of the powers authorized by this article. These fees shall be set at a rate
sufficient to recover, but not exceed, the authority’s costs of issuance and
administration. The fee charged to each local obligation acquired by the
pool shall not exceed that obligation’s proportionate share of those costs.
The level of these fees shall be disclosed to the California Debt and
Investment Advisory Commission pursuant to Section 6599.1.

(p) Issue, obtain, or aid in obtaining, from any department or agency
of the United States or of the state, or any private company, any insurance
or guarantee to, or for, the payment or repayment of interest or principal,
or both, or any part thereof, on any loan, lease, or obligation or any
instrument evidencing or securing the same, made or entered into
pursuant to this article.

(qQ) Notwithstanding any other provision of this article, enter into any
agreement, contract, or any other instrument with respect to any
insurance or guarantee; accept payment in the manner and form as
provided therein in the event of default by a local agency; and assign any
insurance or guarantee that acts as security for the authority’s bonds.

(r) Enter into any agreement or contract, execute any instrument, and
perform any act or thing necessary, convenient, or desirable to carry out
any power authorized by this article.
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(s) Invest any moneys held in reserve or sinking funds, or any moneys
not required for immediate use or disbursement, in obligations that are
authorized by law for the investment of trust funds.

(t) At the request of affected local agencies, combine and pledge
revenues to public capital improvements for repayment of one or more
series of bonds issued pursuant to this article.

(u) Delegate to any of its individual parties or other responsible
individuals the power to act on its behalf subject to its general direction,
guidelines, and oversight.

(v) Purchase, with the proceeds of its bonds or its revenue, bonds
issued by any local agency at public or negotiated sale. Bonds purchased
pursuant to this subdivision may be held by the authority or sold to
public or private purchasers at public or negotiated sale, in whole or in
part, separately or together with other bonds issued by the authority.

(w) Purchase, with the proceeds of its bonds or its revenue, VLF
receivables sold to the authority pursuant to Section 6588.5. VLF
receivables so purchased may be pledged to the payment of bonds issued
by the authority or may be resold to public or private purchasers at public
or negotiated sale, in whole or in part, separately or together with other
VLF receivables purchased by the authority.

(x) Set any other terms and conditions on any purchase or sale
pursuant to this section as it deems by resolution to be necessary,
appropriate, and in the public interest, in furtherance of the purposes of
this article.

SEC. 4. Section 6588.5 is added to the Government Code, to read:

6588.5. (a) An authority that was in existence at the time of the
enactment of this section may purchase, with the proceeds of its bonds
or its revenue, VLF receivables from one or more local agencies. The
authority may pledge, assign, resell or otherwise transfer or hypothecate
any VLF receivables for the purpose of securing bonds issued to finance
the purchase price of the VLF receivables.

(b) Notwithstanding any other provision of law, local agencies may
sell VLF receivables to the authority, at one time or from time to time,
and to enter into one or more sales agreements with an authority as and
on the terms the local agency deems appropriate. The sales agreement
may include covenants of, and binding on, the local agency necessary to
establish and maintain the security of bonds issued by the authority for
the purpose of purchasing the VLF receivables and, if applicable, the
exclusion from gross income of interest on the bonds for federal income
tax purposes. Any transfer of some or all of a VLF receivable by a local
agency to the authority under this article that the governing documents
state is a sale shall be treated as an absolute sale and transfer of the
property so transferred to the authority and not as a pledge or grant of a
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security interest by the local agency to secure a borrowing. The
characterization of the transfer of any VLF receivable as an absolute sale
by the local agency shall not be negated or adversely affected by any of
the following:

(1) The fact that only a portion of the VLF receivable is transferred.

(2) By the local agency’s acquisition of an ownership interest in any
residual interest or a subordinate interest in the VLF receivable.

(3) By any characterization of the authority or its bonds for purposes
of accounting, taxation, or securities regulation.

(4) By any other factor.

(¢) On and after the effective date of each transfer of a VLF receivable
under this article that the governing documents state is a sale, the local
agency shall have no right, title, or interest in or to the VLF receivable
transferred, and the VLF receivable so transferred shall be the property
of the authority and not of the local agency, and shall be owned, received,
held, and disbursed only by the authority or any trustee or agent of the
authority appointed by the authority. Any sale of some or all of any VLF
receivable shall automatically be perfected without the need for physical
delivery, recordation, filing, or further act, and the provisions of
Division 9 (commencing with Section 9101) of the Commercial Code
and Sections 954.5 to 955.1, inclusive, of the Civil Code shall not apply
to the sale. None of the VLF receivables sold by the local agency
pursuant to this article shall be subject to garnishment, levy, execution,
attachment, or other process, writ, including, but not limited to, a writ
of mandate, or remedy in connection with the assertion or enforcement
of any debt, claim, settlement, or judgment against the local agency. On
or before the effective date of any sale of a VLF receivable, the local
agency shall notify the Controller that the VLF receivable has been sold
to the authority and irrevocably instruct the payor that, as of the effective
date, payments on the VLF receivable so sold are to be made directly to
the authority or any trustee or agent appointed by the authority.

(d) The state hereby covenants, for the benefit of the holders of any
bonds issued by the authority pursuant to this article payable from VLF
receivables purchased by the authority, that it will not take any action
that would materially adversely affect the interest of the holders of these
bonds or otherwise impair the security of these bonds, so long as any of
these bonds remain outstanding. ,

SEC. 5. Section 6590 of the Government Code is amended to read:

6590. The authority may, from time to time, issue its bonds in the
principal amount as the authority determines necessary to provide
sufficient funds for its purposes, which may include, but shall not be
limited to, providing funds for bond purchase agreements, payment of
the purchase price of VLF receivables, payment of interest on bonds of
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the authority, establishment of reserves to secure the bonds, and other
expenditures of the authority incident to issuance of the bonds. The
authority may also issue bonds for the purpose of making loans to local
agencies, to the extent those local agencies are authorized by law to
borrow moneys, or to purchase VLF receivables from local agencies as
provided in Section 6588.5, and the loan or sale proceeds shall be used
by the local agencies to pay for public capital improvements, working
capital, or insurance programs.

In the case of any authority in existence on January 1, 1988, no loans
shall be made to local agencies for working capital or insurance, unless
that purpose is first approved by resolution of the governing body of the
authority by unanimous vote of all members of the governing body.

SEC. 6. Section 6591 of the Government Code is amended to read:

6591. (a) The authority is authorized from time to time to issue
bonds to provide funds to achieve its purposes.

(b) Bonds may be authorized to finance a single public capital
improvement, working capital, purchase. of VLF receivables, or
insurance program for a single local agency; a series of public capital
improvements, working capital, purchases of VLF receivables, or
insurance program for a single local agency; a single public capital
improvement, working capital, or purchases of VLF receivables,
insurance program for two or more local agencies; or a series of public
capital improvements, working capital, purchases of VLF receivables,
insurance programs for two or more local agencies.

(c) Bonds issued for the purpose of financing working capital shall be
used to make loans to local agencies for any of the purposes for which
a local agency may borrow money pursuant to Section 53852. The loans
shall be repaid in accordance with the terms of Section 53854.

(d) Except as otherwise expressly provided by the authority, every
issue of its bonds shall be general obligations of the authority payable
from any revenues or moneys of the authority available therefor and not
otherwise pledged. These revenues or moneys may include the proceeds
of additional bonds, subject only to any agreements with the holders of
particular bonds pledging any particular revenues or moneys.
Notwithstanding that the bonds may be payable from a special fund,
these bonds shall be deemed to be negotiable instruments for all
purposes, subject only to the bond registration provisions.

(e) The bonds may be issued as serial bonds or as term bonds, or the
authority may issue bonds of both types. The bonds shall be authorized
by resolution of the authority and shall, as provided by the resolution or
indenture pursuant to which the bonds are issued, bear the date of
issuance; the time of maturity, not exceeding 50 years from their date of
issuance; bear the rate of interest, either fixed or variable, and, if
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variable, not in excess of the maximum rate of interest specified therein;
be payable as to principal and interest at the time or times provided; be
in the denominations provided; be in the form provided; carry the
registration privileges provided; be executed in the manner provided; be
payable in lawful money of the United States at the place or places
provided within or without the state; and be subject to the terms of
redemption provided.

(f) The bonds shall be sold by the authority at the time and in the
manner set out in the authority’s resolution. The sale may be a public or
private sale, and for price or prices, and on terms and conditions as the
authority determines proper, after giving due consideration to the
recommendations of any local agency to be assisted from the proceeds
of the bonds. Pending preparation of the definitive bonds, the authority
may issue interim receipts, certificates, or temporary bonds which shall
be exchanged for definitive bonds.

(g) In the case of bonds issued by an authority, on or after January 1,
1995, for the purpose of purchasing bonds of a local agency, all of the
bonds of the local agency shall be purchased by the authority from the
proceeds of the authority bonds within 90 days of the date of issuance
of the authority bonds. Nothing in this subdivision shall be construed to
preclude an authority from issuing parity bonds at any time.

SEC. 7. Section 6592 of the Government Code is amended to read:

6592. Any resolution authorizing any bonds or any issue of bonds
may contain the following provisions, which shall be a part of the
contract with the holders of the bonds to be authorized:

(a) Provisions pledging the full faith and credit of the authority, or
pledging all or any part of the revenues of any public capital
improvements, or any revenue-producing contract or confracts made by
the authority with any local agency, any VLF receivables purchased
pursuant to Section 6588.5, or any other moneys of the authority, to
secure the payment of the bonds, and of any special account, subject to
those agreements with bondholders as may then exist.

(b) Provisions setting out the rentals, fees, purchase payments, loan
‘repayments, and other charges, and the amounts to be raised in each year
thereby, and the use and disposition of the revenues.

(c) Provisions setting aside reserves or sinking funds, and the
regulation and disposition thereof.

(d) Limitations on the right of the authority or its agent to restrict and
regulate the use of the public capital improvements to be financed out
of the proceeds of the bonds or any particular issue of bonds.

(e) Limitations on the purpose to which the proceeds of sale of any
issue of bonds may be applied, and pledging the proceeds to secure the
payment of the bonds or any issue of the bonds.
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(f) Limitations on the issuance of additional bonds, the terms upon
which additional bonds may be issued and secured, and the refunding of
outstanding bonds.

(g) The procedure, if any, by which the terms of any contract with
bondholders may be amended or abrogated, the amount of bonds and the
holders thereof that are required to give consent thereto, and the manner
in which the consent may be given.

(h) Limitations on expenditures for operating, administrative, or
other expenses of the authority.

(i) Definitions of acts or omissions to act which constitute a default
in the duties of the authority to holders of its obligations, and providing
the rights and remedies of the holders in the event of a default.

(j) The mortgaging of any public capital improvements and the site
thereof for the purpose of securing the bondholders.

(k) The mortgaging of land, improvements, or other assets owned by
a local agency for the purpose of securing the bondholders.

(/) Procedures for the selection of public capital improvements to be
financed with the proceeds of the bonds authorized by the resolution, if
the bonds are to be sold in advance of designating the public capital
improvements and the local agency to receive the financing.

SEC. 8. Section 6599.3 is added to the Government Code, to read:

6599.3. Notwithstanding any other provision of law, an action may
be brought under Chapter 9 (commencing with Section 860) of Title 10
of Part 2 of the Code of Civil Procedure, to determine the validity of any
bonds issued under this article to finance the purchase of bonds for local
agencies, the financing of public capital improvements, or the purchase
of VLF receivables pursuant to Section 6588.5 and any contracts of sale
of VLF receivables entered into by any local agency, and any related
documents. If an action is commenced, the action shall be brought in the
jurisdiction in which the authority maintains its principal office and is
not required to be brought in the jurisdiction or jurisdictions of any of
the local agencies. However, publication of summons, as provided in
Section 861 of the Code of Civil Procedure, shall be made in the county
in which the authority maintains its principal office and in each county
in which any local agency that has sold bonds to the authority, for which
a public capital improvement is being financed or that has entered into
a sales agreement for a VLF receivable where the authority is located.

SEC. 8.5. Section 17617 is added to the Government Code, to read:

17617. The total amount due to each city, county, city and county,
and special district, for which the state has determined, as of June 30,
2005, that reimbursement is required under Section 6 of Article XIII B
of the California Constitution, shall be appropriated for payment to these
entities over a period of not more than five years, commencing with the
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Budget Act for the 200607 fiscal year and concluding with the Budget
Act for the 201112 fiscal year.

SEC. 9. Section 25350.55 of the Government Code is amended to
read:

25350.55. (a) Prior to entering into an agreement to finance the
lease or lease-purchase of property through the execution and delivery
or issuance, as the case may be, of certificates of participation or lease
revenue bonds, the board may elect, by resolution, to guarantee payment
under that financing agreement in accordance with the following;:

(1) A county that elects to participate under this section shall provide
notice to the Controller of that election, which shall include a schedule
for the payments to be made by the county under that financing
agreement, and identify a trustee appointed by the county for the
purposes of this section.

(2) In the event that, for any reason, the funds otherwise available to
the county will not be sufficient to make any payment under the
financing agreement at the time that payment is required, the county
shall so notify the trustee. The trustee shall immediately communicate
that information to the affected holders of certificates of participation or
bondholders, and to the Controller.

(3) When the Controller receives notice from the trustee as described
in paragraph (2), or the county fails to make any payment under the
financing agreement at the time that payment is required, the Controller
shall make an apportionment to the trustee in the amount of that required
payment for the purpose of making that payment. The Controller shall
make that payment only from funds received from the county auditor
pursuant to paragraph (4).

(4) If either of the circumstances set forth in paragraphs (2) and (3)
occur, the county shall immediately notify the county auditor and deliver
to the county auditor a duly certified copy of the resolution of the board
of supervisors adopted pursuant to Section 29530.5. The county auditor
shall reduce the vehicle license fee adjustment amount set forth in
Section 97.70 of the Revenue and Taxation Code and transmit those
funds to the Controller to the extent necessary to make the payments
required by paragraphs (2) and (3).

(5) As an alternate to the procedure set forth in paragraphs (2) and (3),
the board of supervisors may provide a transfer schedule in a notice to
the Controller of its election to participate under this section. The
transfer schedule shall set forth amounts to be transferred to the trustee
and the date or dates for the transfers and the Controller shall, subject to
the limitation in the second sentence of paragraph (3), make
apportionments to the trustee in those amounts on the specified date or
dates for the purpose of making those transfers.
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(6) In the event that for any reason, the county is no longer obligated
for any period to make all or a portion of the payments with respect to
the lease or lease-purchase financed through the execution and delivery,
or issuance, as the case may be, of certificates of participation or lease
revenue bonds, the trustee shall notify the affected holders of cettificates
of participation or bondholders. The trustee shall also notify the
Controller. Upon receipt of the notification, the Controller shall cease
making the transfers. If after giving notice, the obligation of the county
to make payments with respect to a lease or lease-purchase financed
through the execution and delivery or issuance, as the case may be, of
certificates of participation or lease revenue bonds is restored, the trustee
shall so notify the affected holders of certificates of participation or

bondholders and the Controller. Upon receipt of the notification, the

Controller shall resume making the transfers.

(b) This section shall not be construed to obligate the State of
California to make any payment to a county from the Motor Vehicle
License Fee Account in the Transportation Tax Fund in any amount or
pursuant to any particular allocation formula, or to make any other
payment to a county, including, but not limited to, any payment in
satisfaction of any debt or liability incurred or guaranteed by a county
in accordance with this section.

SEC. 10. Section 18115 of the Health and Safety Code is amended
to read:

18115. Commencing July 1, 1981, the vehicle license fee levied
pursuant to Section 10751 of the Revenue and Taxation Code on
manufactured homes and mobilehomes not subject to local property
taxation pursuant to Part 13 (commencing with Section 5800) of
Division 1 of the Revenue and Taxation Code, or commercial coaches,
shall be paid to the department. The annual amount of the fee shall be
a sum equal to 2 percent, and on and after January 1, 2005, 0.65 percent,
of the market value of the manufactured home, mobilehome, or
commercial coach. The market value shall be determined by the
department upon the basis of the original sales price of the manufactured
home, mobilehome, or commercial coach when first sold to a consumer
as a new manufactured home, mobilehome, or commercial coach. The
annual amount of the fee charged to the owner of a manufactured home
or mobilehome subject to a license fee which replaces a manufactured
home or mobilehome destroyed, on or after January 1, 1982, as the result
of a disaster declared by the Governor, and which meets the requirements
of Chapter 2.6 (commencing with Section 172) of Part 1 of Division 1
of the Revenue and Taxation Code, shall be determined in accordance
with Section 172.1 of the Revenue and Taxation Code. In the event any
manufactured home, mobilehome, or commercial coach subject to this

95

_51_




—19— Ch. 211

article is modified or added to at a cost of two hundred dollars ($200),
or more, a copy of the building permit required for these modifications
shall be entered in the permanent record of the manufactured home,
mobilehome, or commercial coach and the department shall classify or
reclassify the manufactured home, mobilehome, or commercial coach in
its proper class as provided in Section 18115.5. These provisions shall
not apply in the event that the modifications are necessary to enable a
handicapped person to enter and use the manufactured home,
mobilehome, or commercial coach.

SEC. 11. Section 33020 of the Health and Safety Code is amended
to read:

33020. “Redevelopment” means the planning, development,
replanning, redesign, clearance, reconstruction, or rehabilitation, or any
combination of these, of all or part of a survey area, and the provision
of those residential, commercial, industrial, public, or other structures
or spaces as may be appropriate or necessary in the interest of the general
welfare, including recreational and other facilities incidental or
appurtenant to them and payments to school and community college
districts in the fiscal years specified in Sections 33681, 33681.5,
33681.7, 33681.9, and 33681.12.

SEC. 12. Section 33333.2 of the Health and Safety Code is amiended
to read:

33333.2. (a) A redevelopment plan containing the provisions set
forth in Section 33670 shall contain all of the following limitations. A
redevelopment plan that does not contain the provisions set forth in
Section 33670 shall contain the limitations in paragraph (4):

(1) (A) A time limit on the establishing of loans, advances, and
indebtedness to be paid with the proceeds of property taxes received
pursuant to Section 33670 to finance in whole or in part the
redevelopment project, which may not exceed 20 years from the
adoption of the redevelopment plan, except by amendment of the
redevelopment plan as authorized by subparagraph (B). This limit,
however, shall not prevent agencies from incurring debt to be paid from
the Low and Moderate Income Housing Fund or establishing more debt
in order to fulfill the agency’s housing obligations under subdivision ()
of Section 33333.8. The loans, advances, or indebtedness may be repaid
over a period of time longer than this time limit as provided in this
section. No loans, advances, or indebtedness to be repaid from the
allocation of taxes shall be established or incurred by the agency beyond
this time limitation. This limit shall not prevent agencies from
refinancing, refunding, or restructuring indebtedness after the time limit
if the indebtedness is not increased and the time during which the
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indebtedness is to be repaid is not extended beyond the time limit to
repay indebtedness required by this section.

(B) The time limitation established by subparagraph (A) may be
extended only by amendment of the redevelopment plan after the agency
finds, based on substantial evidence, that (i) significant blight remains
within the project area; and (ii) this blight cannot be eliminated without
the establishment of additional debt. However, this amended time
limitation may not exceed 30 years from the effective date of the
ordinance adopting the redevelopment plan, except as necessary to
comply with subdivision (a) of Section 33333.8.

. (2) A time limit, not to exceed 30 years from the adoption of the

redevelopment plan, on the effectiveness of the redevelopment plan.
After the time limit on the effectiveness of the redevelopment plan, the
agency shall have no authority to act pursuant to the redevelopment plan
except to pay previously incurred indebtedness and to enforce existing
covenants or contracts, unless the agency has not completed its housing
obligations pursuant to subdivision (a) of Section 33333.8, in which case
the agency shall retain its authority to implement requirements under
subdivision (a) of Section 33333.8, including its ability to incur and pay
indebtedness for this purpose, and shall use this authority to complete
these housing obligations as soon as is reasonably possible.

(3) A time limit, not to exceed 45 years from the adoption of the
redevelopment plan, to repay indebtedness with the proceeds of property
taxes received pursuant to Section 33670. After the time limit
established pursuant to this paragraph, an agency may not receive
property taxes pursuant to Section 33670, except as necessary to comply
with subdivision (a) of Section 33333.8.

(4) A time limit, not to exceed 12 years from the adoption of the
redevelopment plan, for commencement of eminent domain
proceedings to acquire property within the project area. This time
limitation may be extended only by amendment of the redevelopment
plan.

(b) If a redevelopment plan is amended to add territory, the
amendment shall contain the time limits required by this section.

(c) When an agency is required to make a payment pursuant to
Section 33681.9, the legislative body may amend the redevelopment
plan to extend the time limits required pursuant to paragraphs (2) and (3)
of subdivision (a) by one year by adoption of an ordinance. In adopting
this ordinance, neither the legislative body nor the agency is required to
comply with Section 33354.6, Article 12 (commencing with Section
33450), or any other provision of this part relating to the amendment of
redevelopment plans.
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(d) When an agency is required pursuant to Section 33681.12 to make
a payment to the county auditor for deposit in the county’s Educational
Revenue Augmentation Fund created pursuant to Article 3
(commencing with Section 97) of Chapter 6 of Part 0.5 of Division 1 of
the Revenue and Taxation Code, the legislative body may amend the
redevelopment plan to extend the time limits required pursuant to
paragraphs (2) and (3) of subdivision (a) by the following:

(1) One year for each year in which a payment is made, if the time
limit for the effectiveness of the redevelopment plan established
pursuant to paragraph (2) of subdivision (a) is 10 years or less from the
last day of the fiscal year in which such a payment is made.

(2) One year for each year in which a payment is made, if both of the
following apply:

(A) The time limit for the effectiveness of the redevelopment plan
established pursuant to paragraph (2) of subdivision (a) is more than 10
years but less than 20 years from the last day of the fiscal year in which
a payment is made.

(B) The legislative body determines in the ordinance adopting the
amendment that, with respect to the project, all of the following apply:

(i) The agency is in compliance with the requirements of Section
33334.2 or 33334.6, as applicable.

(ii) The agency has adopted an implementation plan in accordance
with the requirements of Section 33490.

(iii) The agency is in compliance with subdivisions (a) and (b) of
Section 33413, to the extent applicable.

(iv) The agency is not subject to sanctions pursuant to subdivision (e)
of Section 33334.12 for failure to expend, encumber, or disburse an
excess surplus.

(3) This subdivision shall not apply to any redevelopment plan if the
time limits for the effectiveness of the redevelopment plan established
pursuant to paragraph (2) of subdivision (a) is more than 20 years after
the last day of the fiscal year in which a payment is made.

(4) The legislative body by ordinance may adopt the amendments
provided for under this subdivision following a public hearing. Notice
of the public hearing shall be mailed to the governing body of each of
the affected taxing entities at least 30 days prior to the hearing. Notice
shall also be published in a newspaper of general circulation in the
community at least once, not less than 10 days prior to the date of the
public hearing. The ordinance shall contain a finding of the legislative
body that funds used to make a payment to the county’s Educational
Revenue Augmentation Fund pursuant to Section 33681.12 would
otherwise have been used to pay the costs of projects and activities
necessary to carry out the goals and objectives of the redevelopment
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plan. In adopting an ordinance pursuant to this subdivision, neither the
legislative body nor the agency is required to comply with Section
33354.6, Article 12 (commencing with Section 33450), or any other
provision of this part.

(e) This section shall apply only to redevelopment projects for which
a final redevelopment plan is adopted pursuant to Article 5 (commencing
with Section 33360) on or after January 1, 1994, and to amendments that
add territory and that are adopted on or after January 1, 1994.

SEC. 13. Section 33333.6 of the Health and Safety Code is amended
to read:

33333.6. The limitations of this section shall apply to every
redevelopment plan adopted on or before December 31, 1993.

(a) The effectiveness of every redevelopment plan to which this
section applies shall terminate at a date that shall not exceed 40 years
from the adoption of the redevelopment plan or January 1, 2009,
whichever is later. After the time limit on the effectiveness of the
redevelopment plan, the agency shall have no authority to act pursuant
to the redevelopment plan except to pay previously incurred
indebtedness, to comply with Section 33333.8 and to enforce existing
covenants, contracts, or other obligations.

(b) Except as provided in subdivisions (f) and (g), a redevelopment
agency may not pay indebtedness or receive property taxes pursuant to
Section 33670 after 10 years from the termination of the effectiveness
of the redevelopment plan pursuant to subdivision (b).

(c) (1) If plans that had different dates of adoption were merged on
or before December 31, 1993, the time limitations required by this
section shall be counted individually for each merged plan from the date
of the adoption of each plan. If an amendment to a redevelopment plan
added territory to the project area on or before December 31, 1993, the
time limitations required by this section shall commence, with respect
to the redevelopment plan, from the date of the adoption of the
redevelopment plan, and, with respect to the added territory, from the
date of the adoption of the amendment.

(2) If plans that had different dates of adoption are merged on or after
January 1, 1994, the time limitations required by this section shall be
counted individually for each merged plan from the date of the adoption
of each plan.

(d) (1) Unless a redevelopment plan adopted prior to January 1,
1994, contains all of the limitations required by this section and each of
these limitations does not exceed the applicable time limits established
by this section, the legislative body, acting by ordinance on or before
December 31, 1994, shall amend every redevelopment plan adopted
prior to January 1, 1994, either to amend an existing time limit that
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exceeds the applicable time limit established by this section or to
establish time limits that do not exceed the provisions of subdivision (b)
or (c).

(2) The limitations established in the ordinance adopted pursuant to
this section shall apply to the redevelopment plan as if the
redevelopment plan had been amended to include those limitations.
However, in adopting the ordinance required by this section, neither the
legislative body nor the agency is required to comply with Article 12
(commencing with Section 33450) or any other provision of this part
relating to the amendment of redevelopment plans.

(e) (1) If a redevelopment plan adopted prior to January 1, 1994,
contains one or more limitations required by this section, and the
limitation does not exceed the applicable time limit required by this
section, this section shall not be construed to require an amendment of
this limitation.

(2) (A) A redevelopment plan adopted prior to January 1, 1994, that
has a limitation shorter than the terms provided in this section may be
amended by a legislative body by adoption of an ordinance on or after
January 1, 1999, but on or before December 31, 1999, to extend the
limitation, provided that the plan as so amended does not exceed the
terms provided in this section. In adopting an ordinance pursuant to this
subparagraph, neither the legislative body nor the agency is required to
comply with Section 33354.6, Article 12 (commencing with Section
33450), or any other provision of this part relating to the amendment of
redevelopment plans.

(B) On or after January 1, 2002, a redevelopment plan may be
amended by a legislative body by adoption of an ordinance to eliminate
the time limit on the establishment of loans, advances, and indebtedness
required by this section prior to January 1, 2002. In adopting an
ordinance pursuant to this subparagraph, neither the legislative body nor
the agency is required to comply with Section 33354.6, Article 12
(commencing with Section 33450), or any other provision of this part
relating to the amendment of redevelopment plans, except that the
agency shall make the payment to affected taxing entities required by
Section 33607.7.

(C) When an agency is required to make a payment pursuant to
Section 33681.9, the legislative body may amend the redevelopment
plan to extend the time limits required pursuant to subdivisions (a) and
(b) by one year by adoption of an ordinance. In adopting an ordinance
pursuant to this subparagraph, neither the legislative body nor the
agency is required to comply with Section 33354.6 or Article 12
(commencing with Section 33450) or any other provision of this part
relating to the amendment of redevelopment plans, including, but not

95

_56._




Ch. 211 24—

limited to, the requirement to make the payment to affected taxing
entities required by Section 33607.7.

(D) When an agency is required pursuant to Section 33681.12 to
make a payment to the county auditor for deposit in the county’s
Educational Revenue Augmentation Fund created pursuant to Article 3
(commencing with Section 97) of Chapter 6 of Part 0.5 of Division 1 of
the Revenue and Taxation Code, the legislative body may amend the
redevelopment plan to extend the time limits required pursuant to
subdivisions (a) and (b) by the following: '

(i) One year for each year in which a payment is made, if the time limit
for the effectiveness of the redevelopment plan established pursuant to
subdivision (a) is 10 years or less from the last day of the fiscal year in
which a payment is made.

(i) One year for each year in which such a payment is made, if both
of the following apply:

(I) The time limit for the effectiveness of the redevelopment plan
established pursuant to subdivision (a) is more than 10 years but less than
20 years from the last day of the fiscal year in which a payment is made.

(I) The legislative body determines in the ordinance adopting the
amendment that, with respect to the project, the following:

(Ila) The agency is in compliance with the requirements of Section
33334.2 or 33334.6, as applicable.

(IIb) The agency has adopted an implementation plan in accordance
with the requirements of Section 33490.

(Ilc) The agency is in compliance with subdivisions (a) and (b) of
Section 33413, to the extent applicable.

(IId) The agency is not subject to sanctions pursuant to subdivision
(e) of Section 33334.12 for failure to expend, encumber, or disburse an
excess surplus.

(iii) This subparagraph shall not apply to any redevelopment plan if
the time limit for the effectiveness of the redevelopment plan established
pursuant to subdivision (a) is more than 20 years after the last day of the
fiscal year in which such a payment is made.

(3) (A) The legislative body by ordinance may adopt the
amendments provided for under this paragraph following a public
hearing. Notice of the public hearing shall be mailed to the governing
body of each affected taxing entity at least 30 days prior to the public
hearing and published in a newspaper of general circulation in the
community at least once, not less than 10 days prior to the date of the
public hearing. The ordinance shall contain a finding of the legislative
body that funds used to make a payment to the county’s Educational
Revenue Augmentation Fund pursuant to Section 33681.12 would
otherwise have been used to pay the costs of projects and activities
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necessary to carry out the goals and objectives of the redevelopment
plan. In adopting an ordinance pursuant to this paragraph, neither the
legislative body nor the agency is required to comply with Section
33354.6, Article 12 (commencing with Section 33450), or any other
provision of this part relating to the amendment of redevelopment plans.

(B) The time limit on the establishment of loans, advances, and
indebtedness shall be deemed suspended and of no force or effect but
only for the purpose of issuing bonds or other indebtedness the proceeds
of which are used to make the payments required by Section 33681.12
if the following apply:

(i) The time limit on the establishment of loans, advances, and
indebtedness required by this section prior to January 1, 2002, has
expired and has not been eliminated pursuant to subparagraph (B).

(ii) The agency is required to make a payment pursuant to Section
33681.12.

(iii) The agency determines that in order to make the payment
required by Section 33681.12, it is necessary to issue bonds or incur
other indebtedness.

(iv) The proceeds of the bonds issued or indebtedness incurred are
used solely for the purpose of making the payments required by Section
33681.12 and related costs.

The suspension of the time limit on the establishment of loans,
advances, and indebtedness pursuant to this subparagraph shall not
require the agency to make the payment to affected taxing entities
required by Section 33607.7.

(4) (A) A time limit on the establishing of loans, advances, and
indebtedness to be paid with the proceeds of property taxes received
pursuant to Section 33670 to finance in whole or in part the
redevelopment project shall not prevent an agency from incurring debt
to be paid from the agency’s Low and Moderate Income Housing Fund
or establishing more debt in order to fulfill the agency’s affordable
housing obligations, as defined in paragraph (1) of subdivision (a) of
Section 33333.8.

(B) A redevelopment plan may be amended by a legislative body to
provide that there shall be no time limit on the establishment of loans,
advances, and indebtedness paid from the agency’s Low and Moderate
Income Housing Fund or establishing more debt in order to fulfill the
agency’s affordable housing obligations, as defined in paragraph (1) of
subdivision (a) of Section 33333.8. In adopting such an ordinance,
neither the legislative body nor the agency is required to comply with
Section 33345.6, Article 12 (commencing with Section 33450), or any
other provision of this part relating to the amendment of redevelopment
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plans, and the agency shall not make the payment to affected taxing
entities required by Section 33607.7.

(f) The limitations established in the ordinance adopted pursuant to
this section shall not be applied to limit the allocation of taxes to an
agency to the extent required to comply with Section 33333.8. In the
event of a conflict between these limitations and the obligations under
Section 33333.8, the limitations established in the ordinance shall be
suspended pursuant to Section 33333.8.

(g) This section shall not be construed to affect the validity of any
bond, indebtedness, or other obligation, including any mitigation
agreement entered into pursuant to Section 33401, authorized by the
legislative body, or the agency pursuant to this part, prior to January 1,
1994. This section shall not be construed to affect the right of an agency
to receive property taxes, pursuant to Section 33670, to pay the bond,
indebtedness, or other obligation.

(h) A redevelopment agency shall not pay indebtedness or receive
property taxes pursuant to Section 33670, with respect to a
redevelopment plan adopted prior to January 1, 1994, after the date
identified in subdivision (b) or the date identified in the redevelopment
plan, whichever is earlier, except as provided in paragraph (2) of
subdivision (e), in subdivision (g), or in Section 33333.8.

(i) The Legislature finds and declares that the amendments made to
this section by the act that adds this subdivision are intended to add
limitations to the law on and after January 1, 1994, and are not intended
to change or express legislative intent with respect to the law prior to that
date. It is not the intent of the Legislature to affect the merits of any
litigation regarding the ability of a redevelopment agency to sell bonds
for a term that exceeds the limit of a redevelopment plan pursuant to law
that existed prior to January 1, 1994.

() If a redevelopment plan is amended to add territory, the
amendment shall contain the time limits required by Section 33333.2.

SEC. 14. Section 33672 of the Health and Safety Code is amended
to read:

33672. As used in this article the word “‘taxes” shall include, but
without limitation, all levies on an ad valorem basis upon land or real
property. As used in this article, “taxes” shall not include any amounts
of money deposited in a Sales and Use Tax Compensation Fund pursuant
to Section 97.68 of the Revenue and Taxation Code or a Vehicle License
Fee Property Tax Compensation Fund pursuant to Section 97.70 of the
Revenue and Taxation Code.

SEC. 15. Section 33681.12 is added to the Health and Safety Code,
to read:’
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33681.12. (a) (1) During the 200405 fiscal year, a redevelopment
agency shall, prior to May 10, remit an amount equal to the amount
determined for that agency pursuant to subparagraph (I) of paragraph (2)
to the county auditor for deposit in the county’s Educational Revenue
Augmentation Fund created pursuant to Article 3 (commencing with
Section 97) of Chapter 6 of Part 0.5 of Division ! of the Revenue and
Taxation Code. During the 200506 fiscal year, a redevelopment agency
shall, prior to May 10, remit an amount equal to the amount determined
for that agency pursuant to subparagraph (I) of paragraph (2) to the
county auditor for deposit in the county’s Educational Revenue
Augmentation Fund created pursuant to Article 3 (commencing with
Section 97) of Chapter 6 of Part 0.5 of Division 1 of the Revenue and
Taxation Code.

(2) For the 200405 and 2005-06 fiscal years, on or before November
15, the Director of Finance shall do all of the following:

(A) Determine the net tax increment apportioned to each agency
pursuant to Section 33670, excluding any amounts apportioned to
affected taxing agencies pursuant to Section 33401, 33607.5, or 33676,
in the 200203 fiscal year.

(B) Determine the net tax increment apportioned to all agencies
pursuant to Section 33670, excluding any amounts apportioned to
affected taxing agencies pursuant to Section 33401, 33607.5, or 33676,
in the 2002-03 fiscal year.

(C) Determine a percentage factor by dividing one hundred
twenty-five million dollars ($125,000,000) by the amount determined
pursuant to subparagraph (B).

(D) Determine an amount for each agency by multiplying the amount
determined pursuant to subparagraph (A) by the percentage factor
determined pursuant to subparagraph (C).

(E) Determine the total amount of property tax revenue apportioned
to each agency pursuant to Section 33670, including any amounts
apportioned to affected taxing agencies pursuant to Section 33401,
33607.5, or 33676, in the 2002—03 fiscal year.

(F) Determine the total amount of property tax revenue apportioned
to all agencies pursuant to Section 33670, including any amounts
apportioned to affected taxing agencies pursuant to Section 33401,
33607.5, or 33676, in the 200203 fiscal year.

(G) Determine a percentage factor by dividing one hundred
twenty-five million dollars ($125,000,000) by the amount determined
pursuant to subparagraph (F).

(H) Determine an amount for each agency by multiplying the amount
determined pursuant to subparagraph (E) by the percentage factor
determined pursuant to subparagraph (G).
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(I) Add the amount determined pursuant to subparagraph (D) to the
amount determined pursuant to subparagraph (H).

(J) Notify each agency and each legislative body of the amount
determined pursuant to subparagraph (I).

(K) Notify each county auditor of the amounts determined pursuant
to subparagraph (I) for each agency in his or her county.

(3) The obligation of any agency to make the payments required
pursuant to this subdivision shall be subordinate to the lien of any pledge
of collateral securing, directly or indirectly, the payment of the principal,
or interest on any bonds of the agency including, without limitation,
bonds secured by a pledge of taxes allocated to the agency pursuant to
Section 33670.

(b) (1) Notwithstanding Sections 33334.2, 33334.3, and 33334.6,
and any other provision of law, in order to make the full allocation
required by this section, an agency may borrow up to 50 percent of the
amount required to be allocated to the Low and Moderate Income
Housing Fund pursuant to Sections 33334.2, 33334.3, and 33334.6
during the 200405 fiscal year and, if applicable, the 2005-06 fiscal
year, unless executed contracts exist that would be impaired if the agency
reduced the amount allocated to the Low and Moderate Income Housing
Fund pursuant to the authority of this subdivision.

(2) As a condition of borrowing pursuant to this subdivision, an
agency shall make a finding that there are insufficient other moneys to
meet the requirements of subdivision (a). Funds borrowed pursuant to
this subdivision shall be repaid in full within 10 years following the date
on which moneys are remitted to the county auditor for deposit in the
county’s Educational Revenue Augmentation Fund pursuant to
subdivision (a).

(c) In order to make the allocation required by this section, an agency
may use any funds that are legally available and not legally obligated for
other uses, including, but not limited to, reserve funds, proceeds of land
sales, proceeds of bonds or other indebtedness, lease revenues, interest,
and other earned income. No moneys held in a low- and
moderate-income fund as of July 1 of the applicable fiscal year may be
used for this purpose.

(d) The legislative body shall by March 1 report to the county auditor
as to how the agency intends to fund the allocation required by this
section, or that the legislative body intends to remit the amount in lieu
of the agency pursuant to Section 33681.14.

(e) The allocation obligations imposed by this section, including
amounts owed, if any, created under this section, are hereby declared to
be an indebtedness of the redevelopment project to which they relate,
payable from taxes allocated to the agency pursuant to Section 33670,
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and shall constitute an indebtedness of the agency with respect to the
redevelopment project until paid in full.

(f) It is the intent of the Legislature, in enacting this section, that these
allocations directly or indirectly assist in the financing or refinancing,
in whole or in part, of the community’s redevelopment project pursuant
to Section 16 of Article XVI of the California Constitution.

(2) In making the determinations required by subdivision (a), the
Director of Finance shall use those amounts reported as the “Tax
Increment Retained by Agency” for all agencies and for each agency in
the -report of the Controller pursuant to Section 12463.3 of the
Government Code for the 200203 fiscal year.

(h) If revised reports have been accepted by the Controller on or
before September 1, 2005, the Director of Finance shall use appropriate
data that has been certified by the Controller for the purpose of making
the determinations required by subdivision (a).

SEC. 16. Section 33681.13 is added to the Health and Safety Code,
to read:

33681.13. (a) (1) For the purpose of this section, “existing
indebtedness” means one or more of the following obligations incurred
by a redevelopment agency prior to the effective date of this section, the
payment of which is to be made in whole or in part, directly or indirectly,
out of taxes allocated to the agency pursuant to Section 33670, and that
is required by law or provision of the existing indebtedness to be made
during the fiscal year of the relevant allocation required by Section
33681.12.

(A) Bonds, notes, interim certificates, debentures, or other
obligations issued by the agency whether funded, refunded, assumed, or
otherwise pursuant to Article 5 (commencing with Section 33640).

(B) Loans or moneys advanced to the agency, including, but not
limited to, loans from federal, state, or local agencies, or a private entity.

(C) A contractual obligation that, if breached, could subject the
agency to damages or other liabilities or remedies.

(D) An obligation incurred pursuant to Section 33445,

(E) Indebtedness incurred pursuant to Section 33334.2.

(F) An amount, to be expended for the operation and administration
of the agency, that may not exceed 90 percent of the amount spent for
those purposes in the 2002-03 fiscal year.

(G) Obligations imposed by law with respect to activities that
occurred prior to the effective date of the act that adds this section.

(2) Existing indebtedness incurred prior to the effective date of this
section may be refinanced, refunded, or restructured after that date, and
shall remain existing indebtedness for the purposes of this section, if the
annual debt service during that fiscal year does not increase over the prior
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fiscal year and the refinancing does not reduce the ability of the agency
to make the payment required by subdivision (a) of Section 33681.12.

(3) For the purposes of this section, indebtedness shall be deemed to
be incurred prior to the effective date of this section if the agency has
entered into a binding contract subject to normal marketing conditions,
to deliver the indebtedness, or if the redevelopment agency has received
bids for the sale of the indebtedness prior to that date and the
indebtedness is issued for value and evidence thereof is delivered to the
initial purchaser no later than 30 days after the date of the contract or sale.

(b) During the 2004-05 and 200506 fiscal years, an agency that has
adopted a resolution pursuant to subdivision (¢) may, pursuant to
subdivision (a) of Section 33681.12, allocate to the auditor less than the
amount required by subdivision (a) of Section 33681.12, if the agency
finds that either of the following has occurred:

(1) That the difference between the amount allocated to the agency
and the amount required by subdivision (a) of Section 33681.12 is
necessary to make payments on existing indebtedness that are due or
required to be committed, set aside, or reserved by the agency during the
applicable fiscal year and that are used by the agency for that purpose,
and the agency has no other funds that can be used to pay this existing
indebtedness, and no other feasible method to reduce or avoid this
indebtedness.

(2) The agency has no other funds to make the allocation required by
subdivision (a) of Section 33681.12.

(c) (1) Any agency that, pursuant to subdivision (b), intends to
allocate to the auditor less than the amount required by subdivision (a)
of Section 33681.12 shall adopt, prior to December 31 of the applicable
fiscal year, after a noticed public hearing, a resolution that lists all of the
following:

(A) Each existing indebtedness incurred prior to the effective date of
this section.

(B) Each indebtedness on which a payment is required to be made
during the applicable fiscal year.

(C) The amount of each payment, the time when it is required to be
paid, and the total of the payments required to be made during the
applicable fiscal year. For indebtedness that bears interest at a variable
rate, or for short-term indebtedness that is maturing during the fiscal year
and that is expected to be refinanced, the amount of payments during the
fiscal year shall be estimated by the agency.

(2) The information contained in the resolution required by this
subdivision shall be reviewed for accuracy by the chief fiscal officer of
the agency.
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(3) The legislative body shall additionally adopt the resolution
required by this section.

(d) (1) Any agency that, pursuant to subdivision (b), determines that
it will be unable either in the 2004-05 or the 2005-06 fiscal year, to
allocate the full amount required by subdivision (a) of Section 33681.12
shall, subject to paragraph (3), enter into an agreement with the
legislative body by February 15 of the applicable fiscal year, to fund the
payment of the difference between the full amount required to be paid
pursuant to subdivision (a) of Section 33681.12 and the amount
available for allocation by the agency.

(2) The obligations imposed by paragraph (1) are hereby declared to
be indebtedness incurred by the redevelopment agency to finance a
portion of a redevelopment project within the meaning of Section 16 of
Article XVI of the California Constitution. This indebtedness shall be
payable from tax revenues allocated to the agency pursuant to Section
33670, and any other funds received by the agency. The obligations
imposed by paragraph (1) shall remain an indebtedness of the agency fo
the legislative body until paid in -full, or until the agency and the
legislative body otherwise agree.

(3) The agreement described in paragraph (1) shall be subject to these
terms and conditions specified in a written agreement between the
legislative body and the agency.

(e) If the agency fails, under either Section 33681.12 or subdivision
(d), to transmit the full amount of funds required by Section 33681.12,
is precluded by court order from transmitting that amount, or is
otherwise unable to meet its full obligation pursuant to Section
33681.12, the county auditor, by no later than May 15 of the applicable
fiscal year, shall transfer any amount necessary to meet the obligation
determined for that agency in paragraph (1) of subdivision (c) of Section
33681.12 from the legislative body’s allocations pursuant to Chapter 6
(commencing with Section 95) of Part 0.5 of Division 1 of the Revenue
and Taxation Code.

SEC. 17. Section 33681.14 is added to the Health and Safety Code,
to read:

33681.14. (a) In lieu of the remittance required by Section
33681.12, during either the 2004-05 or 2005-06 fiscal year, a legislative
body may, prior to May 10 of the applicable fiscal year, remit an amount
equal to the amount determined for the agency pursuant to subparagraph
(I) of paragraph (2) of subdivision (a) of Section 33681.12 to the county
auditor for deposit in the county’s Educational Revenue Augmentation
Fund created pursuant to Article 3 (commencing with Section 97) of
Chapter 6 of Part 0.5 of Division | of the Revenue and Taxation Code.
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(b) The legislative body may make the remittance authorized by this
section from any funds that are legally available for this purpose. No
moneys held in an agency’s Low and Moderate Income Housing Fund
shall be used for this purpose.

(c) If the legislative body, pursuant to subdivision (d) of Section
33681.12, reported to the county auditor that it intended to remit the
amount in lieu of the agency and the legislative body fails to transmit the
full amount as authorized by this section by May 10 of the applicable
fiscal year, the county auditor, no later than May 15 of the applicable
fiscal year, shall transfer an amount necessary to meet the obligation
from the legislative body’s allocations pursuant to Chapter 6
(commencing with Section 95) of Part 0.5 of Division 1 of the Revenue
and Taxation Code. If the amount of the legislative body’s allocations are
not sufficient to meet this obligation, the county auditor shall transfer an
additional amount necessary to meet this obligation from the property
tax increment revenue apportioned to the agency pursuant to Section
33670, provided that no moneys allocated to the agency’s Low and

‘Moderate Income Housing Fund shall be used for this purpose.

SEC. 18. Section 33683 of the Health and Safety Code is amended
to read:

33683. For the purpose of calculating the amount that has been
divided and allocated to the redevelopment agency to determine whether
the limitation adopted pursuant to Section 33333.2 or 33333.4 or
pursuant to agreement or court order has been reached, any payments
made pursuant to subdivision (a) of Sections 33681, 33681.5, 33681.7,
33681.9, and 33681.12 or subdivision (d) of Sections 33681.8,
33681.10, 33682, and 33682.5 with property tax revenues shall be
deducted from the amount of property tax dollars deemed to have been
received by the agency.

SEC. 19. Section 96.81 is added to the Revenue and Taxation Code,
to read:

96.81. Notwithstanding any other provision of law, the property tax
apportionment factors applied in allocating property tax revenues in a
county for which a Controller’s audit conducted under Section 12468 of
the Government Code between July 1, 1993, and June 30, 2001,
determined that an allocation method was required to be adjusted and a
reallocation was required for prior fiscal years, are deemed to be correct.
However, for the 2001-02 fiscal year and each fiscal year thereafter,
property tax apportionment factors applied in allocating property tax
revenues in a county described in the preceding sentence shall be
determined on the basis of property tax apportionment factors for prior
fiscal years that have been fully corrected and adjusted, pursuant to the
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review and recommendation of the Controller, as would be required in
the absence of the preceding sentence.

SEC. 20. Section 97.31 of the Revenue and Taxation Code is
amended to read:

97.31. (a) (1) The Director of Finance shall direct the county
auditor to reduce, in the 199394 fiscal year, the amount of the transfer
to the Educational Revenue Augmentation Fund determined pursuant to
subdivision (a) of Section 97.3 for any eligible county in accordance
with subdivision (b) of this section, and also shall direct the county
auditor to reduce, in the 1993-94 fiscal year, the amount of that transfer
for certain counties in accordance with subdivision (c). The total amount
of the reductions for all counties made for the 1993-94 fiscal year
pursuant to subdivision (b) shall not exceed two million dollars
($2,000,000). For the 1994-95 fiscal year and each fiscal year thereafter,
ad valorem property tax revenue allocations made pursuant to
subdivision (a) of Section 96.1 shall fully incorporate the adjustments
required by this section.

(2) For purposes of this section, an “eligible county” is a county with
a population of less than 350,000, as reported in the 1990 federal census
that had a fire element of the tax bill in 1977-78, that continues to fund
some portion of those costs from the county general fund in 1993-94,
and that provides these services in the same manner as a special district
less than countywide and has so indicated in the Controller’s Report on
Financial Transactions Concerning Counties.

(b) (1) For each eligible county, the county auditor may submit the
following information to the Director of Finance not later than
November 1, 1993:

(A) The amount of property tax allocated to the county fire district in
the 197778 fiscal year.

(B) The amount allocated from the county budget to the county fire
district in the 1978-79 fiscal year.

(C) The amount of property tax reduction for the county fire district
attributable to the passage of Article XIII A of the California
Constitution by the voters in the primary election in June 1978.

(D) The amount of money allocated from the county budget to the
county fire district in the 1993-94 fiscal year.

(E) The amount allocated to the county fire district from the Special
District Augmentation Fund in the 1992-93 fiscal year. ,

(2) For each eligible county that submits to the Director of Finance
by November 1, 1993, the information described in paragraph (1), the
Director of Finance shall make the following calculations:

(A) Multiply the amount of property tax allocated to the county fire
district in the 1977-78 fiscal year by the change in the value of the
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property tax base for the county from the 1977-78 fiscal year to the
1978-79 fiscal year.

(B) Subtract the amount reported pursuant to subparagraph (C) of
paragraph (1) from the amount determined pursuant to subparagraph
(A). :

(C) Multiply the amount determined pursuant to subparagraph (B) by
an amount determined by the Director of Finance to be the change in
assessed value for the county from the 1978-79 fiscal year to the
1993-94 fiscal year.

(D) Multiply the amount reported pursuant to subparagraph (E) of
paragraph (1) by 1.038.

(E) Add the amount determined pursuant to subparagraph (C) to the
amount determined pursuant to subparagraph (D).

(F) Subtract the amount determined pursuant to subparagraph (E)
from the amount reported pursuant to subparagraph (D) of paragraph (1).

(3) The Director of Finance shall determine the sum of all the
amounts determined pursuant to subparagraph (F) of paragraph (2).

(4) If the sum determined pursuant to paragraph (3) is greater than two
million dollars ($2,000,000), then the Director of Finance shall
proportionately reduce the amount for each county so that the total of the
amounts for all counties does not exceed two million dollars
($2,000,000). If the sum determined pursuant to subdivision (¢) does not
exceed two million dollars ($2,000,000), then the Director of Finance
shall not reduce the amount determined for each county.

(5) The Director of Finance shall by January 15, 1994, notify each
county of its reduction in the amount to be transferred to the Educational
Revenue Augmentation Fund pursuant to subdivision (a) of Section
97.3. The maximum amount of the reduction that may be authorized
pursuant to this subdivision is one-half the amount determined pursuant
to subparagraph (F) of paragraph (2).

(c) The amount to be transferred from a county to an Educational
Revenue Augmentation Fund pursuant to subdivision (a) of Section 97.3
shall be reduced by one hundred thousand dollars ($100,000) for the
County of Madera and by two hundred thousand dollars ($200,000) for
the County of Tulare.

SEC. 20.5. Section 97.68 of the Revenue and Taxation Code is
amended to read: )

97.68. Notwithstanding any other provision of law, in allocating ad
valorem property tax revenue allocations for each fiscal year during the
fiscal adjustment period, all of the following apply:

(a) (1) The total amount of ad valorem property tax revenue
otherwise required to be allocated to a county’s Educational Revenue
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Augmentation Fund shall be reduced by the countywide adjustment
amount.

(2) The countywide adjustment amount shall be deposited in a Sales
and Use Tax Compensation Fund that shall be established in the treasury
of each county.

(b) For purposes of this section, the following definitions apply:

(1) “Fiscal adjustment period”” means the period beginning with the
200405 fiscal year and continuing through the fiscal year in which the
Director of Finance notifies the State Board of Equalization pursuant to
subdivision (b) of Section 99006 of the Government Code.

(2) Except as otherwise provided in subdivision (d), the “countywide
adjustment amount” means the combined total revenue loss of the
county and each city in the county that is annually estimated by the
Director of Finance, based upon the actual amount of sales and use tax
revenues transmitted under Section 7204 in that county in the prior fiscal
year and any projected growth on that amount for the current fiscal year
as determined by the State Board of Equalization and reported to the
director on or before August 15 of each fiscal year during the fiscal
adjustment period, to result for each of those fiscal years from the 0.25
percent reduction in local sales and use rate tax authority applied by
Section 7203.1. The director shall adjust the estimates described in this
paragraph if the board reports to him or her any changes in the projected
growth in local sales and use tax revenues for the current fiscal year.

(3) “In lieu local sales and use tax revenues’ means those revenues
that are transferred under this section to a county or a city from a Sales
and Use Tax Compensation Fund or an Educational Revenue
Augmentation Fund.

(c) Except as otherwise provided in subdivision (d), for each fiscal
year during the fiscal adjustment period, in lieu sales and use tax
revenues in the Sales and Use Tax Compensation Fund shall be allocated
among the county and the cities in the county, and those allocations shall
be subsequently adjusted, as follows:

(1) The Director of Finance shall, on or before September 1 of each
fiscal year during the fiscal adjustment period, notify each county
auditor of that portion of the countywide adjustment amount for that
fiscal year that is attributable to the county and to each city within that
county.

(2) The county auditor shall allocate revenues in the Sales and Use
Tax Compensation Fund among the county and cities in the county in the
amounts described in paragraph (1). The auditor shall allocate one-half
of the amount described in paragraph (1) in each January during the fiscal
adjustment period and shall allocate the balance of that amount in each
May during the fiscal adjustment period.
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(3) After the end of each fiscal year during the fiscal adjustment
period, other than a fiscal year subject to subdivision (d), the Director of
Finance shall, based on the actual amount of sales and use tax revenues
that were not transmitted for the prior fiscal year, recalculate each
amount estimated under paragraph (1) and notify the county auditor of
the recalculated amount.

(4) If the amount recalculated under paragraph (3) for the county or
any city in the county is greater than the amount allocated to that local
agency under paragraph (2), the county auditor shall, in the fiscal year
next following the fiscal year for which the allocation was made, transfer
an amount of ad valorem property tax revenue equal to this difference
from the Sales and Use Tax Compensation Fund to that local agency.

(5) If the amount recalculated under paragraph (3) for the county or
any city in the county is less than the amount allocated to that local
agency under paragraph (2), the county auditor shall, in the fiscal year
next following the fiscal year for which the allocation was made, reduce
the total amount of ad valorem property tax revenue otherwise allocated
to that city or county from the Sales and Use Tax Compensation Fund
by an amount equal to this difference and instead allocate this difference
to the county Educational Revenue Augmentation Fund.

(6) Ifthere is an insufficient amount of moneys in a county’s Sales and
Use Tax Compensation Fund to make the transfers required by
paragraph (4), the county auditor shall transfer from the county
Educational Revenue Augmentation Fund an amount sufficient to make
the full amount of these transfers.

(d) Notwithstanding any other provision of this section, when
Section 7203.1 ceases to be operative , all of the following apply:

(1) If Section 7203.1 ceases to be operative on an October 1 of a fiscal
year during the fiscal adjustment period, all of the following apply:

(A) The “countywide adjustment amount” for that fiscal year means
an amount equal to sum of the following two amounts:

(i) The combined total revenue loss of the county and each city in the
county that is estimated by the director, based upon actual sales and use
tax revenues transmitted under Section 7204 for the first quarter of the
prior fiscal year as determined by the State Board of Equalization and
reported to the director on or before that August 15, to result for the first
quarter of the current fiscal year from the 0.25 percent reduction in local
sales and use tax rate authority applied by Section 7203.1.

(i) The difference between the following two amounts:

(I) The total amount that was allocated to the county and each city in
the county under subdivision (c) for the prior fiscal year.

(II) The actual total amount of local sales and use tax revenue that was
not transmitted the county or city and county and each city in the county
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for the prior fiscal year as a result of the 0.25 percent suspension of local
sales and use tax authority applied by Section 7203.1.

(B) On or before January 31 of that fiscal year, the auditor shall
allocate to the county and each city in the county that portion of the
countywide adjustment amount for that fiscal year that is attributable to
the county and each city in the county.

(C) On or before May 1 of that fiscal year, the State Board of
Equalization shall report to the director the actual total amount of local
sales and use tax revenue that was not transmitted to the county and each
city in the county in that fiscal year as a result of the 0.25 percent
suspension of local sales and use tax authority applied by Section
7203.1. On or before May 1 of that fiscal year, the director shall do both
of the following:

(i) Determine the difference between the following two amounts:

(I) The amount specified in clause (i) of subparagraph (A) that was
allocated to the county and each city in the county for that fiscal year
under subparagraph (B).

(II) The actual total amount of local sales and use tax revenue that was
not transmitted to the county and each city in the county for that fiscal
year as a result of the 0.25 percent suspension of local sales and use tax
authority applied by Section 7203.1.

(i) Notify the auditor of each county of the amounts determined
under clause (i) for his or her county and all of the cities in that county.

(D) (i) If, for any county or city, the amount described in subclause
(D) of clause (i) of subparagraph (C) is greater than the amount described
in subclause (I) of clause (i) of subparagraph (C), the county auditor
shall, on or before May 31 of that fiscal year, reallocate from the entity
to the county Educational Revenue Augmentation Fund the difference
between those amounts.

(i) If, for any county or city, the amount described in subclause (I) of
clause (i) of subparagraph (C) is less than the amount described in
subclause (IT) of clause (i) of subparagraph (C), the county auditor shall,
on or before May 31 of that fiscal year, reallocate from the county
Educational Revenue Augmentation Fund to that entity the difference
between those amounts.

(2) If Section 7203.1 ceases to be operative on a January 1 of a fiscal
year during the fiscal adjustment period, all of the following apply:

(A) The “countywide adjustment amount™ for that fiscal year means
an amount equal to the sum of the following two amounts:

(i) The combined total revenue loss of the county and each city in the
county that is estimated by the director, based upon actual sales and use
tax revenues transmitted under Section 7204 for the first and second
quarters of the prior fiscal year as determined by the State Board of
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Equalization and reported to the director on or before that August 15, to
result for the first and second quarters of that fiscal year from the 0.25
percent reduction in local sales and use tax rate authority applied by
Section 7203.1.

(i) The difference between the following two amounts:

(I) The total amount that was allocated to the county and each city in
the county under subdivision (c) for the prior fiscal year.

(IT) The actual total amount of local sales and use tax revenue that was
not transmitted the county or city and county and each city in the county
for the prior fiscal year as a result of the 0.25 percent suspension of local
sales and use tax authority applied by Section 7203.1.

(B) The auditor shall allocate to the county and each city in the county
that portion of the countywide adjustment amount for that fiscal year that
is attributable to the county and each city in the county. One-half of this
amount shall be allocated on or before January 31 of that fiscal year and
the other one-half of that amount shall be allocated on or before May 31
of that fiscal year.

(C) On or before June 30 of that fiscal year, the State Board of
Equalization shall report to the director the actual total amount of local
sales and use tax revenue that was not transmitted to the county and each
city in the county for that fiscal year as a result of the 0.25 percent
suspension of local sales and use tax authority applied by Section
7203.1. On or before June 30 of that fiscal year, the director shall do both
of the following:

(i) Determine the difference between the following two amounts:

(I) The amount specified in clause (i) of subparagraph (A) that was
allocated to the county and each city in the county for that fiscal year
under subparagraph (B).

(1) The actual total amount of local sales and use tax revenue that was
not transmitted to the county and each city in the county for that fiscal
year as a result of the 0.25 percent suspension of local sales and use tax
authority applied by Section 7203.1.

(ii) Notify the auditor of each county of the amounts determined
under clause (i) for his or her county and all of the cities in that county.

(D) (i) If, for any county or city, the amount described in subclause
(1) of clause (i) of subparagraph (C) is greater than the amount described
in subclause (II) of clause (i) of subparagraph (C), the county auditor
shall, on or before January 31 of the following fiscal year, reallocate from
the entity to the county Educational Revenue Augmentation Fund the
difference between those amounts.

(i) If, for any county or city, the amount described in subclause (I) of
clause (i) of subparagraph (C) is less than the amount described in
subclause (II) of clause (i) of subparagraph (C), the county auditor shall,
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on or before January 31 of the following fiscal year, reallocate from the
county Educational Revenue Augmentation Fund to that entity the
difference between those amounts.
(3) If Section 7203.1 ceases to be operative on an April 1 of a fiscal
year during the fiscal adjustment period, all of the following apply:
(A) On or before May 1 of that fiscal year, the director shall determine

and report to the auditor of each county that portion of the countywide

adjustment amount that is attributable to the estimated sales and use tax
revenue losses, resulting from the rate suspension applied by Section
7203.1, for the fourth quarter of that fiscal year for the county and each
city in the county.

(B) The auditor shall reduce the total amount that is otherwise
required to be allocated in May of that fiscal year from the county Sales
and Use Tax Compensation Fund to the county and each city in the
county by the amount reported by the director with respect to that entity
under subparagraph (A). After the May allocations have been made, the
auditor shall transfer any moneys remaining in the county Sales and Use
Tax Compensation Fund to the county Educational Revenue
Augmentation Fund.

(C) On or before January 1 of the next fiscal year, the State Board of
Equalization shall report to the director the actual total amount of local
sales and use tax revenue that was not transmitted to the county and each
city in the county for the prior fiscal year as a result of the 0.25 percent
suspension of local sales and use tax authority applied by Section
7203.1. On or before January 1 of that fiscal year, the director shall do
both of the following:

(i) Determine the difference between the following two amounts:

(I) The total amount that was allocated to the county and each city in
the county for the prior fiscal year under subdivision (c), as adjusted
under subparagraph (B). ,

(II) The actual total amount of local sales and use tax revenue that was
not transmitted to the county and each city in the county for the prior
fiscal year as a result of the 0.25 percent suspension of local sales and
use tax authority applied by Section 7203.1.

(i) Notify the auditor of each county of the amounts determined
under clause (i) for his or her county and all of the cities in that county.

(D) (i) If, for any county or city, the amount described in subclause
(1) of clause (i) of subparagraph (C) is greater than the amount described
in subclause (II) of clause (i) of subparagraph (C), the county auditor
shall, on or before January 31 of that fiscal year, reallocate from the
entity to the county Educational Revenue Augmentation Fund the
difference between those amounts.
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(i) If, for any county or city, the amount described in subclause (I) of
clause (i) of subparagraph (C) is less than the amount described in
subclause (II) of clause (i) of subparagraph (C), the county auditor shall,
on or before January 31 of the following fiscal year, reallocate from the
county Educational Revenue Augmentation Fund to that entity the
difference between those amounts. ,

(4) If Section 7203.1 ceases to be operative on a July 1, all of the
following apply:

(A) On or before January 1 of that fiscal year, the State Board of
Equalization shall notify the Director of Finance of the actual total
amount of local sales and use tax revenue that was not transmitted to each
county and city for the prior fiscal year as a result of the 0.25 percent
suspension of local sales and use tax authority applied by Section
7203.1.

(B) On or before January 31 of that fiscal year, the director shall do
both of the following:

(i) Determine for each city, county, and city and county, the difference
between the following two amounts:

(I) The total amount that was allocated to that entity under
subdivision (c) for the prior fiscal year.

(II) The actual total amount of local sales and use tax revenue that was
not transmitted to the entity for the prior fiscal year as a result of the 0.25
percent suspension of local sales and use tax authority applied by Section
7203.1.

(i) Notify the auditor of each county of the amounts determined
under clause (i) for his or her county and all of the cities in that county.

(C) (i) If, for any county or city, the amount described in subclause
(D) of clause (i) of subparagraph (B) is greater than the amount described
in subclause (If) of clause (i) of subparagraph (B), the county auditor
shall, on or before January 31 of that fiscal year, reallocate from the
entity to the county Educational Revenue Augmentation Fund the
difference between those amounts.

(ii) If, for any county or city, the amount described in subclause () of
clause (i) of subparagraph (B) is less than the amount described in
subclause (II) of clause (i) of subparagraph (B), the county auditor shall,
on or before January 31 of the following fiscal year, reallocate from the
county Educational Revenue Augmentation Fund to that entity the
difference between those amounts.

(e) For the 2005-06 fiscal year and each fiscal year thereafter, the
amounts determined under subdivision (a) of Section 96.1, or any
successor to that provision, may not reflect any portion of any property
tax revenue allocation required by this section for a preceding fiscal year.

(f) This section may not be construed to do any of the following:
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(1) Reduce any allocations of excess, additional, or remaining funds
that would otherwise have been allocated to cities, counties, cities and
counties, or special districts pursuant to clause (i) of subparagraph (B)
of paragraph (4) of subdivision (d) of Section 97.2, clause (i) of
subparagraph (B) of paragraph (4) of subdivision (d) of Section 97.3, or
Article 4 (commencing with Section 98), had this section not been
enacted. The allocation made pursuant to subdivisions (a) and (c) shall
be adjusted to comply with this paragraph.

(2) Require an increased ad valorem property tax revenue allocation
to a community redevelopment agency.

(3) Alter the manner in which ad valorem property tax revenue
growth from fiscal year to fiscal year is determined or allocated in a
county.

(g) Existing tax exchange or revenue sharing agreements, entered
into prior to the operative date of this section, between local agencies or
between local agencies and nonlocal agencies shall be deemed to be
temporarily modified to account for the reduced sales and use tax
revenues, resulting from the temporary reduction in the local sales and
use tax rate, with those reduced revenues to be replaced in kind by
property tax revenue from a Sales and Use Tax Compensation Fund or
an Educational Revenue Augmentation Fund, on a temporary basis, as
provided by this section.

SEC. 21. Section 97.70 is added to the Revenue and Taxation Code,
to read:

97.70. Notwithstanding any other provision of law, for the 200405
fiscal year and for each fiscal year thereafter, all of the following apply:

(a) (1) (A) The auditor shall reduce the total amount of ad valorem
property tax revenue that is otherwise required to be allocated to a
county’s Educational Revenue Augmentation Fund by the countywide
vehicle license fee adjustment amount.

(B) If, for the fiscal year, after complying with Section 97.68 there is
not enough ad valorem property tax revenue that is otherwise required
to be allocated to a county Educational Revenue Augmentation Fund for
the auditor to complete the allocation reduction required by
subparagraph (A), the auditor shall additionally reduce the total amount
of ad valorem property tax revenue that is otherwise required to be
allocated to all school districts and community college districts in the
county for that fiscal year by an amount equal to the difference between
the countywide vehicle license fee adjustment amount and the amount
of ad valorem property tax revenue that is otherwise required to be
allocated to the county Educational Revenue Augmentation Fund for
that fiscal year. This reduction for each school district and community
college district in the county shall be the percentage share of the total
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reduction that is equal to the proportion that the total amount of ad
valorem property tax revenue that is otherwise required to be allocated
to the school district or community college district bears to the total
amount of ad valorem property tax revenue that is otherwise required to
be allocated to all school districts and community college districts in a
county. For purposes of this subparagraph, “school districts” and
“community college districts” do not include any districts that are
excess tax school entities, as defined in Section 95.

(2) The countywide vehicle license fee adjustment amount shall be
allocated to the Vehicle License Fee Property Tax Compensation Fund
that shall be established in the treasury of each county.

(b) (1) The auditor shall allocate moneys in the Vehicle License Fee
Property Tax Compensation Fund according to the following:

(A) Each city in the county shall receive its vehicle license fee
adjustment amount.

(B) Each county and city and county shall receive its vehicle license
fee adjustment amount.

(2) The auditor shall allocate one-half of the amount specified in
paragraph (1) on or before January 31 of each fiscal year, and the other
one-half on or before May 31 of each fiscal year.

(c) For purposes of this section, all of the following apply:

(1) “Vehicle license fee adjustment amount” for a particular city,
county, or a city and county means, subject to an adjustment under
paragraph (2) and Section 97.71, all of the following:

(A) For the 2004-05 fiscal year, an amount equal to the difference
between the following two amounts:

(i) The estimated total amount of revenue that would have been
deposited to the credit of the Motor Vehicle License Fee Account in the
Transportation Tax Fund, including any amounts that would have been
certified to the Controller by the auditor of the County of Ventura under
subdivision (j) of Section 98.02, as that section read on January 1, 2004,
for distribution under the law in effect on January 1, 2004, to the county,
city and county, or city for the 2004-05 fiscal year if the fee otherwise
due under the Vehicle License Fee Law (Pt. 5 (commencing with Section
10701) of Div. 2) was 2 percent of the market value of a vehicle, as
specified in Section 10752 and 10752.1 as those Sections read on
January 1, 2004.

(ii) The estimated total amount of revenue that is required to be
distributed from the Motor Vehicle License Fee Account in the
Transportation Tax Fund to the county, city and county, and each city in
the county for the 2004-05 fiscal year under Section 11005, as that
section read on the operative date of this section. ,
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(B) (i) Subject to an adjustment under clause (ii), for the 2005-06
fiscal year, the sum of the following two amounts:

() The difference between the following two amounts:

(Ia) The actual total amount of revenue that would have been
deposited to the credit of the Motor Vehicle License Fee Account in the
Transportation Tax Fund, including any amounts that would have been
certified to the Controller by the auditor of the County of Ventura under
subdivision (j) of Section 98.02, as that section read on January 1, 2004,
for distribution under the law in effect on January 1, 2004, to the county,
city and county, or city for the 200405 fiscal year if the fee otherwise
due under the Vehicle License Fee Law (Part 5 (commencing with
Section 10701) of Division 2) was 2 percent of the market value of a
vehicle, as specified in Sections 10752 and 10752.1 as those sections
read on January 1, 2004.

(Ib) The actual total amount of revenue that was distributed from the
Motor Vehicle License Fee Account in the Transportation Tax Fund to
the county, city and county, and each city in the county for the 2004-05
fiscal year under Section 11005, as that section read on the operative date
of this section.

(1) The product of the following two amounts:

(Ila) The amount described in clause (i).

(Ilb) The percentage change from the prior fiscal year to the current
fiscal year in gross taxable assessed valuation within the jurisdiction of
the entity, as reflected in the equalized assessment roll for those fiscal
years. For the first fiscal year for which a change in a city’s jurisdictional
boundaries first applies, the percentage change in gross taxable assessed
valuation from the prior fiscal year to the current fiscal year shall be
calculated solely on the basis of the city’s previous jurisdictional
boundaries, without regard to the change in that city’s jurisdictional
boundaries. For each following fiscal year, the percentage change in
gross taxable assessed valuation from the prior fiscal year to the current
fiscal year shall be calculated on the basis of the city’s current
jurisdictional boundaries.

(ii) The amount described in clause (i) shall be adjusted as follows:

(I) Ifthe amount described in subclause (I) of clause (i) for a particular
city, county, or city and county is greater than the amount described in
subparagraph (A) for that city, county, or city and county, the amount
described in clause (i) shall be increased by an amount equal to this
difference.

(I) If the amount described in subclause (I) of clause (i) for a
particular city, county, or city and county is less than the amount
described in subparagraph (A) for that city, county, or city and county,
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the amount described in clause (i) shall be decreased by an amount equal
to this difference.

(C) For the 2006-07 fiscal year and for each fiscal year thereafter, the
sum of the following two amounts:

(i) The vehicle license fee adjustment amount for the prior fiscal year,
if Section 97.71 and clause (ii) of subparagraph (B) did not apply for that
fiscal year, for that city, county, and city and county.

(ii) The product of the following two amounts:

(1) The amount described in clause (i).

(II) The percentage change from the prior fiscal year to the current
fiscal year in gross taxable assessed valuation within the jurisdiction of
the entity, as reflected in the equalized assessment roll for those fiscal
years. For the first fiscal year for which a change in a city’s jurisdictional
boundaries first applies, the percentage change in gross taxable assessed
valuation from the prior fiscal year to the current fiscal year shall be
_ calculated solely on the basis of the city’s previous jurisdictional
boundaries, without regard to the change in that city’s jurisdictional
boundaries. For each following fiscal year, the percentage change in
gross taxable assessed valuation from the prior fiscal year to the current
fiscal year shall be calculated on the basis of the city’s current
jurisdictional boundaries.

(2) The amount determined under paragraph (1) for the County of
Orange for a particular fiscal year shall be reduced by the amount that
was allocated, if any, to that county under Sections 11001.5 and 11005
for the service of indebtedness for that fiscal year.

(3) “Countywide vehicle license fee adjustment amount” means, for
any fiscal year, the total sum of the amounts described in paragraph (1)
for a county or city and county, and each city in the county.

(4) On or before June 30 of each fiscal year, the auditor shall report
to the Controller the vehicle license fee adjustment amount for the
county and each city in the county for that fiscal year.

(d) For the 2005-06 fiscal year and each fiscal year thereafter, the
amounts determined under subdivision (a) of Section 96.1, or any
successor to that provision, shall not reflect, for a preceding fiscal year,
any portion of any allocation required by this section.

(e) For purposes of Section 15 of Article XI of the California
Constitution, the allocations from a Vehicle License Fee Property Tax
Compensation Fund constitute successor taxes that are otherwise
required to be allocated to counties and cities, and as successor taxes, the
obligation to make those transfers as required by this section shall not
be extinguished nor disregarded in any manner that adversely affects the
security of, or the ability of, a county or city to pay the principal and
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interest on any debts or obligations that were funded or secured by that
city’s or county’s allocated share of motor vehicle license fee revenues.

() This section shall not be construed to do any of the following:

(1) Reduce any allocations of excess, additional, or remaining funds
that would otherwise have been allocated to county superintendents of
schools, cities, counties, and cities and counties pursuant to clause (i) of
subparagraph (B) of paragraph (4) of subdivision (d) of Sections 97.2
and 97.3 or Article 4 (commencing with Section 98) had this section not
been enacted. The allocations required by this section shall be adjusted
to comply with this paragraph. :

(2) Require an increased ad valorem property tax revenue allocation
or increased tax increment allocation to a community redevelopment
agency. '

(3) Alter the manner in which ad valorem property tax revenue
growth from fiscal year to fiscal year is otherwise determined or
allocated in a county.

(4) Reduce ad valorem property tax revenue allocations required
under Article 4 (commencing with Section 98).

(g) Tax exchange or revenue sharing agreements, entered into prior.

to the operative date of this section, between local agencies or between
local agencies and nonlocal agencies are deemed to be modified to
account for the reduced vehicle license fee revenues resulting from the
act that added this section. These agreements are modified in that these
reduced revenues are, in kind and in lieu thereof, replaced with ad
valorem property tax revenue from a Vehicle License Fee Property Tax
Compensation Fund or an Educational Revenue Augmentation Fund.

SEC. 22. Section 97.71 is added to the Revenue and Taxation Code,
to read:

97.71. Notwithstanding any other provision of law, for each of the
2004-05 and 200506 fiscal years, all of the following apply:

(a) (1) The total amount of revenue required to be allocated to each
county and each city and county under Section 97.70 shall be reduced
by the dollar amount indicated as follows:

Property
Tax Reduction
per County
Alameda ... ... e s $ 14,993,115
Alpine . .. ... 13,578
Amador ... .. e 341,856
BUtE ..o e 1,968,640
Calaveras ................ e e 367,372
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Colusa .......... e
Contra Costa ........covveivineiiinnnn, .
DelNOIME .ot i i e et ia e cie s
ElDorado ......ociiiii i i iiiaians

Glent ...t e e
Humboldt .......... .. i
Imperial ........ .. i
Inyb .....................................

LaSSeN it e
LosAngeles ....... ... v inens
Madera .....ooiii i e e
Marin ..o e e
Mariposa . ... ... e
MendoCINO vttt i
Merced ...ttt s
ModoC ... i e
MONO ittt ittt e e
Monterey ..........cciiiiiiiiiiiiii e
Napa ... e
Nevada . ..o i
Orange ..........coiiiiiiiinieiieeaien
Placer ...t
Plumas . .....cc.iiiimi i
Riverside ........coiiiirniiii iy
Sacramento . .........i i
San Benito ......... i i e
San Bernardino ......... ... ... i,
San Diego .. ..ot e
San Francisco ... ..ot ii i it
San Joaquin ........... .. 0ol
San Luis Obispo . .. ..o v vvvv i
SanMateo .......... i
Santa Barbara ........... ... . i i
Santa Clara .. .. ..ovi i e e

227,244
9,266,091
260,620
1,465,981
7,778,611
302,192
1,433,725
1,499,081
188,370
6,684,032
1,409,501
531,524
317,119

103,217,625

1,164,287
2,369,771
177,419
997,570
2,211,012
119,325
92,964
3,789,991
1,128,692
503,547
27,730,861
2,219,818
238,066
14,161,003
12,232,737
477,872
16,361,855
27,470,228
15,567,648
6,075,964
2,350,289
6,704,877
3,894,357
17,155,293
2,433,423
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Shasta .. it 1,592,267
ST o v: N 37,051
Siskiyou ... ..ol - 496,974
SOlano ... e e 3,796,251
SONOMA .« vttt ittt et ea e anan 4,439,389
Stanislaus .. ... .o e e e 4,516,707
Sutter .......civieianiann e 764,351
Tehama ......... e e 618,393
Trinity ..o e 104,770
TULATE © oot et e 3,781,964
Tuolumne ... .ottt e 515,961
VERIULA « o oo e te et ettt ae e 7,085,556
YOIo o e 1,735,079
YUDA . e e 620,137

(2) The total amount of reductions for all counties and cities and
counties determined pursuant to this subdivision is three hundred fifty
million dollars ($350,000,000) for the 200405 fiscal year and that same
amount for the 2005-06 fiscal year.

(b) (1) (A) The total amount of revenue required to be allocated to
each city and each city and county under Section 97.70 shall be reduced
by the sum of the following three amounts:

(i) The product of the following two amounts:

(I) The percentage represented by the following fraction:

(Ta) The numerator is the total amount of money allocated to the city
or city and county from the Motor Vehicle License Fee Account in the
Transportation Tax Fund for the 2002-03 fiscal year, as reported in the
2002-03 edition of the State Controller’s Cities Annual Report.

(Ib) The denominator is the total amount of money allocated among
all cities and cities and counties from the Motor Vehicle License Fee
Account in the Transportation Tax Fund for the 200203 fiscal year, as
reported in the 2002-03 edition of the State Controller’s Cities Annual
Report.

(II) The product of the following two amounts:

(Ila) Thirty-three and one-third percent.

(IIb) Three hundred fifty million dollars ($350,000,000).

(ii) The product of the following two amounts:

(I) The percentage represented by the following fraction:

(Ta) The numerator is the total amount of money transmitted to the
city or city and county under Section 7204 for the 2002-03 fiscal year,
as reported in the 2002-03 edition of the State Controller’s Cities
Annual Report.
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(Ib) The denominator is the total amount of money transmitted to all
cities and cities and counties under Section 7204 for the 200203 fiscal
year, as reported in the 2002-03 edition of the State Controller’s Cities
Annual Report.

(II) The product of the following two amounts:

(Ifa) Thirty-three and one-third percent.

(Ilb) Three hundred fifty million dollars ($350,000,000).

(iii) The product of the following two amounts:

(I) The percentage represented by the following fraction:

(Ia) The numerator is the total amount of ad valorem property tax
revenue allocated to the city or city and county for the 200102 fiscal
year, as reported in the 2002-03 edition of the State Controller’s Cities
Annual Report.

(Ib) The denominator is the total amount of ad valorem property tax
revenue allocated among all cities and cities and counties for the
200203 fiscal year, as reported in the 2002-03 edition of the State
Controller’s Cities Annual Report.

(I1) The product of the following two amounts:

(Ila) Thirty-three and one-third percent.

(IIb) Three hundred fifty million dollars ($350,000,000).

(B) Notwithstanding subparagraph (A), the reduction required by this
paragraph for any city or city and county shall not be less than 2 percent,
nor more than 4 percent, of the general revenues of the city or city and
county, as reported in the 2001-02 edition of the State Controller’s Cities
Annual Report. If the amount determined for a city or city and county
under subparagraph (A) exceeds 4 percent of the general revenues of the
city or city and county, as reported in the 2001-02 edition of the State
Controller’s Cities Annual Report, the amount of that excess shall be
allocated among the reductions required for all other cities and cities and
counties in percentage shares corresponding to those reduction amounts.

(C) On or before September 15, 2004, the Controller shall notify the
auditor of each county and city and county of the reductions required by
this subdivision.

(2) The total amount of reductions for all cities and cities and counties
determined pursuant to this subdivision shall be three hundred fifty
million dollars ($350,000,000) for the 200405 fiscal year and that same
amount for the 2005-06 fiscal year.

(3) (A) In lieu of a reduction under paragraph (1), a city may transmit
to the county auditor for deposit in the county Educational Revenue
Augmentation Fund an amount equal to that reduction. For the 2004-05
fiscal year, if the county auditor does not receive a payment under this
paragraph from a city on or before October 1, 2004, the auditor shall
make the reduction required by paragraph (1). For the 2005-06 fiscal
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year, if the county auditor does not receive a payment under this
paragraph from a city on or before October 1, 2005, the auditor shall
make the reduction required by paragraph (1).

(B) Notwithstanding any other provision of law, to make the
transmittals authorized by this paragraph, a city may use any funds or
revenues, the use of which is not restricted by federal law or the
California Constitution.

(4) (A) Notwithstanding any other provision of law, a city that has
established a reserve for subsidence contingencies may, for the 2004-05
and 200506 fiscal years only, retain interest earned on that reserve for
the previous calendar year in an amount not to exceed the amount of the
reduction for that city required by this subdivision.

(B) The Legislature finds and declares that the amounts retained by
a city pursuant to subparagraph (A) are in excess of trust needs and are
free from the public trust for navigation, commerce, fisheries, and any
other trust uses and restrictions.

(C) A city that has retained an amount under subparagraph (A) shall,
beginning with the 2006-07 fiscal year, repay to the reserve for
subsidence contingencies that amount so retained. The repayment shall
be made in annual increments, which increments shall not be less than
five hundred thousand dollars ($500,000), until the amount retained by
the city has been repaid. Those amounts repaid to the reserve for
subsidence contingencies are subject to the public trust and shall be used
only for the purposes prescribed by law for the reserve.

(c) That amount of revenue that is not allocated to a county, city and
county, or a city as a result of subdivisions (a) and (b), and that amount
that is received by the county auditor under paragraph (3) of subdivision
(b), shall be deposited in the county Educational Revenue Augmentation
Fund and shall be allocated as specified in subdivision (d) of Section
97.3.

" (d) For the 2005-06 fiscal year and each fiscal year thereafter, the
amounts determined under subdivision (a) of Section 96.1, or any
successor to that provision, shall not reflect, for a preceding fiscal year,
any portion of any allocation required by this section.

SEC. 23. Section 97.72 is added to the Revenue and Taxation Code,
to read:

97.72. Notwithstanding any other provision of law, for each of the
2004-05 and 200506 fiscal years, all of the following apply:

(@) (1) (A) (i) Except as otherwise provided in clauses (ii) and (iii),
the total amount of ad valorem property tax revenue, other than these
revenues that are pledged to debt service, deemed allocated for the prior
fiscal year to each enterprise special district shall be reduced by the lesser
of the following: '
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(I) Forty percent.

(II) An amount equal to 10 percent of that district’s fotal revenues,
from whatever source.

(i) The total amount of ad valorem property tax revenue deemed
allocated for the prior fiscal year to each enterprise special district that
is a transit district shall be reduced by 3 percent.

(iii) The total amount of ad valorem property tax revenue deemed
allocated for the prior fiscal year to an enterprise special district that also
performs, as reported in the 200001 edition of the State Controller’s
Special Districts Annual Report, nonenterprise functions other than fire
protection or police protection shall be reduced as follows: -

 (I) That amount allocated to the district’s enterprise functions, as
reported in the 2000-01 edition of the State Controller’s Special
Districts Annual Report, shall be reduced by 40 percent.

(II) That amount allocated to the district’s nonenterprise functions, as
reported in the 2000-01 edition of the State Controller’s Special
Districts Annual Report, shall be reduced by 10 percent.

(B) If an enterprise special district is located in more than one county,
the auditor of each county in which that enterprise special district is
located shall implement that portion of the total reduction, required by
subparagraph (A) with respect to that district, determined by the ratio of
the amount of ad valorem property tax revenue allocated to that district
from the county to the total amount of ad valorem property tax revenue
allocated to that district from all counties.

(2) (A) The Controller shall, on or before November 12, 2004, and
on or before November 12, 2005, notify the auditor of each county and
city and county of the amount of the ad valorem property tax revenue
reduction required by paragraph (1) for each enterprise special district
in the county. The Controller shall certify that the calculation of the ad
valorem property tax revenue reduction for each enterprise special
district within each county is accurate and correct, and submit this
information to the Director of Finance.

(B) The Director of Finance shall determine whether the amount of
ad valorem property tax revenue reductions under this section and
Section 97.73, as certified by the Controller, is equal to the amount that
would be required to be allocated to the Educational Revenue
Augmentation Fund as a result of a three hundred fifty million dollar
($350,000,000) shift of ad valorem property tax revenues under those
sections for each of the 2004-05 and 2005-06 fiscal years. If, for either
fiscal year, the total of the amount of these reductions is less than the
amount described in the preceding sentence, the total amount of ad
valorem property tax revenue allocated to each enterprise special
district, other than an enterprise special district that is a transit district,
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shall be reduced by that district’s proportionate share of the difference,
but not to exceed an amount equal to 10 percent of that district’s revenue
from whatever source. The Director of Finance shall notify each county
auditor of any allocation reduction required by this subparagraph.

(b) That amount of ad valorem property tax revenue that is not
allocated to an enterprise special district as a result of subdivision (a)
shall instead be deposited in the county Educational Revenue
Augmentation Fund and shall be allocated as specified in subdivision (d)
of Section 97.3. ,

(c) For purposes of this section, all of the following apply:

(1) “Enterprise special district” means a special district that
performs, as reported in the 2000-01 edition of the State Controller’s
Special Districts Annual Report, an -enterprise function. “Enterprise
special district” does not include a fire protection district that was
formed under the Shade Tree Law of 1909 set forth in Article 2
(commencing with Section 25620) of Chapter 7 of Division 2 of Title 3
of the Government Code, a local health care district as described in
Division 23 (commencing with Section 32000) of the Health and Safety
Code, or a qualified special district as defined in Section 97.34.

(2) With respect to an enterprise special district that also performs, as
reported in the 2000-01 edition of the State Controller’s Special
Districts Annual Report, a police protection nonenterprise function with
certified peace officers, as described in Chapter 4.5 (commencing with
Section 830) of Title 3 of Part 2 of the Penal Code, or a fire protection
nonenterprise function, “the total amount of ad valorem property tax
revenue allocated in the prior fiscal year” does not include any ad
valorem property tax revenue that was allocated to that district for fire
protection or police protection nonenterprise functions, as reported in
the 2000-01 edition of the State Controller’s Special Districts Annual
Report.

(3) For purposes of this section, “revenues that are pledged to debt
service” includes only those amounts required as the sole source of
repayment to pay debt service costs in the 2002-03 fiscal year on debt
instruments issued by an enterprise special district for the acquisition of
fixed assets. For purposes of this paragraph, ““fixed assets” means land,
buildings, equipment, and improvements, including improvements to
buildings.

SEC. 24. Section 97.73 is added to the Revenue and Taxation Code,
to read:

97.73. Notwithstanding any other provision of law, for each of the
2004-05 and 2005-06 fiscal years, all of the following apply:

(a) (1) (A) The total amount of ad valorem property tax revenue,
other than those revenues that are pledged to debt service, deemed
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allocated for the prior fiscal year to each nonenterprise special district
shall be reduced by 10 percent.

(B) If a nonenterprise special district is located in more than one
county, the auditor of each county in which that nonenterprise special
district is located shall implement that portion of the total reduction,
required by subparagraph (A) with respect to that district, determined by
the ratio of the amount of ad valorem property tax revenue allocated to
that district from the county to the total amount of ad valorem property
tax revenue allocated to that district from all counties.

(2) The Controller shall, on or before November 12, 2004, and on or
before November 12, 2003, notify the auditor of each county and city and
county of the amount of the ad valorem property tax revenue reduction
required by paragraph (1) for each nonenterprise special district in the
county. The Controller shall certify that the calculation of the ad valorem
property tax revenue reduction for each nonenterprise special district
within each county is accurate and correct, and submit this information
to the Director of Finance.

(b) That amount of ad valorem property tax revenue that is not
allocated to a nonenterprise special district as a result of subdivision (a)
shall instead be deposited in the county Educational Revenue
Augmentation Fund and shall be allocated as specified in subdivision (d)
of Section 97.3.

(c) For purposes of this section, all of the following apply:

(1) (A) “Nonenterprise special district” means a special district that
engages solely, as reported in the 2000-01 edition of the State
Controller’s Special Districts Annual Report, in nonenterprise
functions, and a qualified special district as defined in Section 97.34.

(B) Notwithstanding any other provision of law, ‘“‘nonenterprise
special district” does not include any of the following:

(i) A fire protection district that was formed under the Shade Tree
Law of 1909 set forth in Article 2 (commencing with Section 25620) of
Chapter 7 of Division 2 of Title 3 of the Government Code.

(i) A police protection district formed pursuant to Part 1
(commencing with Section 20000) of Division 14 of the Health and
Safety Code.

(iii) A fire protection district formed under the Fire Protection
District Law of 1987 (Part 2.7 (commencing with Section 13800) of
Division 12 of the Health and Safety Code) or a fire protection district
formed under the Fire Protection District Law of 1961, or any of its
statutory predecessors, and that existed on January 1, 1988.

(iv) Any library special district, including, but not limited to, the
following:
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(I) A county free library system established pursuant to Article 1
(commencing with Section 19100) of Chapter 6 of Part 11 of Division
1 of Title 1 of the Education Code.

(I) A unified school district and union school district public library
district established pursuant to Chapter 3 (commencing with Section
18300) of Part 11 of Division 1 of Title ! of the Education Code.

(II) A library district established pursuant to Chapter 8 (commencing
with Section 19400) of Part 11 of Division 1 of Title 1 of the Education
Code.

(IV) A library district in unincorporated towns and villages
established pursuant to Chapter 9 (commencing with Section 19600) of
Part 11 of Division 1 of Title 1 of the Education Code.

(v) A memorial district formed pursuant to Article 1 (commencing
‘with Section 1170) of Chapter 1 of Part 2 of Division 6 of the Military
and Veterans Code.

(vi) A mosquito abatement district or a vector control district formed
pursuant to Chapter | (commencing with Section 2000) of Division 3 of
the Health and Safety Code, or any predecessor to that law.

(2) With respect to a nonenterprise special district that performs, as
reported in the 2000-01 edition of the State Controller’s Special
Districts Annual Report, nonenterprise functions and police protection
services with certified peace officers, as described in Chapter 4.5
(commencing with Section 830) of Title 3 of Part 2 of the Penal Code,
or nonenterprise functions and fire protection services, “the total
amount of ad valorem property tax revenue allocated in the prior fiscal
year” does not include any ad valorem property tax revenue that was
allocated by that district for fire protection or police protection
nonenterprise functions, as reported in the 2000-01 edition of the State
Controller’s Special Districts Annual Report.

(3) With respect to a nonenterprise special district formed pursuant to
Article 3 (commencing with Section 5500) of Chapter 3 of Division 5
of the Public Resources Code that performs, as reported in the 2000-01
edition of the State Controller’s Special Districts Annual Report,
nonenterprise functions and police protection services with certified
peace officers, as described in Chapter 4.5 (commencing with Section
830) of Title 3 of Part 2 of the Penal Code, or nonenterprise functions
and fire protection services, “the total amount of ad valorem property tax
allocated in the prior fiscal year” does not include net expenditures by
that district for fire protection or police protection nonenterprise
functions, as reported in the 2000-01 edition of the State Controller’s
Special Districts Annual Report..

(4) For purposes of this section, “revenues that are pledged to debt
service” includes only those amounts required as the sole source of
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repayment to pay debt service costs in the 2002-03 fiscal year on debt
instruments issued by a nonenterprise special district for the acquisition
of fixed assets. For purposes of this paragraph, “fixed assets” means
land, buildings, equipment, and improvements, including
improvements to buildings.

SEC. 25. Section 97.74 is added to the Revenue and Taxation Code,
to read:

97.74. Notwithstanding any other provision of law, for purposes of
ad valorem property tax revenue allocations for the 2006-07 fiscal year,
the total amount of ad valorem property tax revenue deemed allocated
to each enterprise special district and each nonenterprise special district
for the 2005-06 fiscal year shall be increased by an amount equal to the
total amount of the reductions in the amount of ad valorem property tax
revenue allocated to the entity as a result of Sections 97.72 and 97.73,
including any portion of the annual tax increment that was not allocated
to that entity for the 200405 and 2005-06 fiscal years as a result of the
reductions required by those sections.

SEC. 26. Section 97.75 is added to the Revenue and Taxation Code,
to read:

97.75. Notwithstanding any other provision of law, for the 200405
and 2005-06 fiscal years, a county shall not impose a fee, charge, or
other levy on a city, nor reduce a city’s allocation of ad valorem property
tax revenue, in reimbursement for the services performed by the county
under Sections 97.68 and 97.70. For the 2006-07 fiscal year and each
fiscal year thereafter, a county may impose a fee, charge, or other levy
on a city for these services, but the fee, charge, or other levy shall not
exceed the actual cost of providing these services.

SEC. 27. Section 97.76 is added to the Revenue and Taxation Code,
to read:

97.76. (a) On or before September 1, 2004, the Controller shall
determine the countywide vehicle license fee adjustment amount, as
defined in Section 97.70, for the 200405 fiscal year and the vehicle
license fee adjustment amount, as defined in Section 97.70, for each city,
county, and city and county for the 200405 fiscal year, and notify the
county auditor of these amounts.

(b) On or before September 1, 2005, the Controller shall determine
the amount specified in clause (i) of subparagraph (B) of paragraph (1)
of subdivision (c) of Section 97.70 for each city, county, and city and
county and notify the county auditor of these amounts.

SEC. 28. Section 97.77 is added to the Revenue and Taxation Code,
to read:

97.77. An enterprise special district and a nonenterprise special
district shall not pledge, on or after July 1, 2004, and before June 30,
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2006, through a bond covenant to pay debt service costs on debt
instruments issued by the district, any ad valorem property tax revenue
that would otherwise be dedicated to the reduction required by Sections
97.72 and 97.73.

SEC. 29. Section 98.02 of the Revenue and Taxation Code is
amended to read:

98.02. (a) In the County of Ventura, the computations made
pursuant to Section 96.1 or its predecessor section, for the 1989-90
fiscal year and each fiscal year thereafter, shall be modified as follows:

With respect to tax rate areas, except excluded tax rate areas, within
the boundaries of a qualifying city, there shall be excluded from the
aggregate amount of “property tax revenue allocated pursuant to this
chapter to local agencies, other than for a qualifying city, in the prior
fiscal year,”” an amount equal to the sum of the amounts calculated
pursuant to the TEA formula.

(b) (1) Each qualifying city shall, for the 1989-90 fiscal year and
each fiscal year thereafter, be allocated by the auditor an amount
determined pursuant to the TEA formula.

(2) For each qualifying city, the auditor shall, for the 1989-90 fiscal
year and each fiscal year thereafter, distribute the amount determined
pursuant to the TEA formula to all tax rate areas, except excluded tax rate
areas, within that city in proportion to each tax rate area’s share of the
total assessed value in the city for the applicable fiscal year, and the
amount so determined shall be subtracted from the county’s
proportionate share of the property tax revenue for that fiscal year within
those tax rate areas.

(3) After making the allocations pursuant to paragraphs (1) and (2),
but before making the calculations pursuant to Section 96.5 or its
predecessor section, the auditor shall, for all tax rate areas, except
excluded tax rate areas, in the qualifying city, calculate the proportionate
share of property tax revenue allocated pursuant to this section and
Section 96.1, or their predecessor sections, in the 1989-90 fiscal year
and each fiscal year thereafter to each jurisdiction in the tax rate area.

(4) In lieu of making the allocations of annual tax increment pursuant
to subdivision (e) of Section 96.5 or its predecessor section, the auditor
shall for the 1989-90 fiscal year and each fiscal year thereafter, allocate
the amount of property tax revenue determined pursuant to subdivision
(d) of Section 98 to jurisdictions in the tax rate area, except an excluded
tax rate area, using the proportionate shares derived pursuant to
paragraph (3).

(5) For purposes of the calculations made pursuant to Section 96.1 or
its predecessor section, in the 199091 fiscal year and each fiscal year
thereafter, the amounts that would have been allocated to all tax rate
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areas, except excluded tax rate areas, of qualifying cities pursuant to this
subdivision shall be deemed to be the “amount of property tax revenue
allocated to those tax rate areas in the prior fiscal year.”

(c) “TEA formula” means the Tax Equity Allocation formula, and
shall be calculated by the auditor for each qualifying city as follows:

(1) For the 1988-89 fiscal year and each fiscal year thereafter, the
auditor shall determine the total amount of property tax revenue to be
allocated to all jurisdictions in all tax rate areas, except excluded tax rate
areas, within the qualifying city, before the allocation and payment of
funds in that fiscal year to a community redevelopment agency within
the qualifying city, as provided in subdivision (b) of Section 33670 of
the Health and Safety Code.

(2) The auditor shall determine the amount of funds allocated in each
fiscal year to those tax rate areas, except excluded tax rate areas, within
a community redevelopment agency in accordance with subdivision (b)
of Section 33670 of the Health and Safety Code.

(3) (A) The auditor shall determine the total amount of funds paid in
each fiscal year by a community redevelopment agency within the city
to jurisdictions other than the city pursuant to subdivision (b) of Section
33401 and Section 33676 of the Health and Safety Code, and the cost to
the redevelopment agency of any land or facilities transferred and any
amounts paid to jurisdictions other than the city to assist in the
construction or reconstruction of facilities pursuant to an agreement
entered into under Section 33401 or 33445.5 of the Health and Safety
Code.

(B) Of the total amount determined in subparagraph (A), the auditor
shall compute a proportionate amount to be attributed to all tax rate
areas, except excluded tax rate areas, within the community
redevelopment agency. That proportionate amount shall be equal to that
proportion which the amount determined in paragraph (2) in each fiscal
year bears to the total amount of funds allocated in each fiscal year to a
community redevelopment agency in accordance with subdivision (b) of
Section 33670 of the Health and Safety Code.

(4) The auditor shall subtract the amount determined in subparagraph
(B) of paragraph (3) from the amount determined in paragraph (2).

(5) The auditor shall subtract the amount determined in paragraph (4)
from the amount determined in paragraph (1).

(6) The amount computed in paragraph (5) shall be multiplied by the
following percentages in order to determine the TEA formula amount to
be distributed to the qualifying city in each fiscal year:

(A) For the first fiscal year in which the qualifying city receives a
distribution pursuant to this section, | percent of the amount determined
in paragraph (5).
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(B) For the second fiscal year in which the qualifying city receives a
distribution pursuant to this section, 2 percent of the amount determined
in paragraph (5).

(C) For the third fiscal year in which the qualifying city receives a
distribution pursuant to this section, 3 percent of the amount determined
in paragraph (5). .

(D) For the fourth fiscal year and each fiscal year thereafter in which
the qualifying city receives a distribution pursuant to this section, 4
percent of the amount determined in paragraph (5).

(d) For purposes of this section, “excluded tax rate area” means
either of the following:

(1) Any tax rate area included in territory annexed by the qualifying
city and allocated a prescribed percentage of property tax revenue
pursuant to an existing agreement between the qualifying city and the
county.

(2) Any tax rate area described in paragraph (1) that was detached
from the county library district and that is also allocated an additional
prescribed percentage of property tax revenue pursuant to an existing
agreement between the qualifying city and the county.

(e) (1) All existing agreements between the qualifying city and the
county covering the allocation of property tax revenues to tax rate areas
described in subdivision (d) shall remain in force.

(2) All existing agreements between the qualifying city and the
county covering the allocation of property tax revenues to tax rate areas
that were detached from the county library district but are not included
in territory that was annexed by the qualifying city shall remain in force.

(3) All allocations to those tax rate areas described in subdivision (d),
including allocations of annual tax increments, made pursuant to the
existing agreements between the qualifying city and the county shall be
governed by subdivision (a) of Section 96.1 and Section 96.5.

(4) All allocations to those tax rate areas described in paragraph (2),
including allocations of annual tax increments, made pursuant to the
existing agreements between the qualifying city and the county shall be
governed by subdivision (a) of Section 96.1 and Section 96.5. However,
the tax rate areas referred to in this paragraph shall also be distributed an
amount of property tax revenue determined pursuant to the TEA formula
that is over and above the amount allocated as provided in the preceding
sentence.

(H “Qualifying city”” means any city that incorporated prior to June
5, 1987, and had an amount of property tax- revenue allocated to it
pursuant to subdivision (a) of Section 96.1 or its predecessor section in
the 1988-89 fiscal year that is less than 4 percent of the amount of
property tax revenue computed as follows:
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(1) The auditor shall determine the total amount of property tax
revenue allocated to all tax rate areas, except excluded tax rate areas, in
the city in the 1988-89 fiscal year.

(2) The auditor shall subtract the amount in the 1988—89 fiscal year
determined in paragraph (3) of subdivision (c) from the amount
determined in paragraph (2) of subdivision (c).

(3) The auditor shall subtract the amount determined in paragraph (2)
from the amount of property tax revenue in paragraph (1) of subdivision
(c).

(4) The auditor shall divide the amount of property tax revenue
determined in paragraph (1) of this subdivision by the amount of
property tax revenue determined in paragraph (3) of this subdivision.

(5) If the quotient determined in paragraph (4) of this subdivision is
less than 0.04, the city is a qualifying city. If the quotient determined in
that paragraph is equal to or greater than 0.04, the city is not a qualifying
city.

(g) The auditor may assess each qualifying city its proportional share
of the actual costs of making the calculations required by this section,
and may deduct that assessment from the amount allocated pursuant to
subdivision (b). For purposes of this subdivision, a qualifying city’s
proportional share of the auditor’s actual costs shall not exceed the
proportion it receives of the total amounts excluded in the county
pursuant to subdivision (a).

(h) (1) Notwithstanding subdivision (b), except as otherwise
provided in paragraph (2), in any fiscal year in which a qualifying city
receives a distribution pursuant to this section, the auditor shall reduce
the actual amount distributed to the qualifying city by the amount of
revenue not collected by the qualifying city in the first fiscal year
following the city’s reduction after January 1, 1988, of the tax rate or tax
base of any locally imposed general or special tax. The amount so
computed by the auditor shall constitute a reduction in the amount of
property tax revenue distributed to the qualifying city pursuant to this
section in each succeeding fiscal year. That amount shall be aggregated
with any additional amount computed pursuant to this paragraph as the
result of the city’s reduction in any subsequent year of the tax rate or tax
base of the same or any other locally imposed general or special tax.

(2) No reduction shall be made pursuant to paragraph (1) in the case
in which a local tax is reduced or eliminated as a result of either a court
decision or the approval or rejection of a ballot measure by the voters.

(i) If the auditor determines that the amount to be distributed to a
qualifying city pursuant to subdivision (b), as modified by subdivisions
(g) and (h), would result in a qualifying city having proceeds of taxes in
excess of its appropriation limit, the auditor shall reduce the amount, on
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a dollar-for-dollar basis, by the amount that exceeds the city’s
appropriations limit.

(j) Notwithstanding any other provision of this section, no qualifying
city shall be distributed an amount pursuant to this section that is less
than the amount the city would have been allocated without the
application of the TEA formula.

(k) (1) Notwithstanding any other provision of this section,
commencing with the 1994-95 fiscal year, the auditor shall not reduce
the amount distributed to a qualifying city under this section by reason
of that city becoming the successor agency to a special district that is
dissolved, merged with that city, or becomes a subsidiary district of that
city, on or after July 1, 1994.

(2) Notwithstanding any other provision of this section, in no event
may the auditor reduce the amount of ad valorem property tax revenue
otherwise allocated to a qualifying city pursuant to this section on the
basis of any additional ad valorem property tax revenues received by that
city pursuant to a services for revenue agreement. For purposes of this
subdivision, a “services for revenue agreement’ means any agreement
between a qualifying city and the county in which it is located, entered
into by joint resolution of that city and that county, under which
additional service responsibilities are exchanged in consideration for
additional property tax revenues.

() The amount not distributed as a result of this section to the tax rate
areas, except excluded tax rate areas, in each qualifying city shall be
allocated by the auditor to the county.

SEC. 29.5. Section 7203.1 of the Revenue and Taxation Code is
amended to read:

7203.1. (a) Notwithstanding any other provision of law, during the
revenue exchange period only, the authority of a county or a city under
this part to impose a tax rate as specified in an ordinance adopted
pursuant to Sections 7202 and 7203 is suspended, and the tax rate to be
applied instead during that period under any ordinance as so adopted is
the rate specified in that ordinance on January 1, 2004, reduced by
one-quarter of 1 percent.

(b) For purposes of this section, “revenue exchange period”” means
the period on and after July 1, 2004, and before the first day of the first
calendar quarter commencing more than 90 days following a notification
to the board by the Director of Finance pursuant to subdivision (b) of
Section 99006 of the Government Code.

(c) Subdivision (a) is a self-executing provision that operates without
regard to any decision or act on the part of any local government. A
change in a local general tax rate resulting from either the rate limitations
applied by subdivision (a) or the end of the revenue exchange period is
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not subject to voter approval under either statute or Article XIII C of the
California Constitution.

(d) Existing tax exchange or revenue sharing agreements, entered
into prior to the operative date of this section, between local agencies or
between local agencies and nonlocal agencies shall be deemed to be
temporarily modified to account for the reduction in sales and use tax
revenues resulting from this section, with those reduced revenues to be
replaced as may otherwise be provided by law.

SEC. 30. Section 10752 of the Revenue and Taxation Code is
amended to read:

10752. The annual amount of the license fee for any vehicle, other
than a trailer or semitrailer, as described in subdivision (a) of Section
5014.1 of the Vehicle Code, or a trailer coach that is required to be moved
under permit as authorized in Section 35790 of the Vehicle Code, shall
be a sum equal to 2 percent, and on and after January 1, 2005, 0.65
percent, of the market value of the vehicle as determined by the
department.

SEC. 31. Section 10752.1 of the Revenue and Taxation Code is
amended to read:

10752.1. The annual amount of the license fee for a trailer coach
which is required to be moved under permit as authorized in Section
35790 of the Vehicle Code shall be a sum equal to 2 percent, and on and
after January 1, 2005, 0.65 percent, of the market value of the vehicle as
determined by the department.

SEC. 32. Section 10753.2 of the Revenue and Taxation Code is
amended to read:

10753.2. (a) After determining the cost price to the purchaser, as
provided in this article, the department shall classify or reclassify every
vehicle, other than a trailer or semitrailer, as described in subdivision (a)
of Section 5014.1 of the Vehicle Code, in its proper class according to
the classification plan set forth in this section.

(b) For the purpose of this part, a classification plan is established
consisting of the following classes: a class from zero dollars ($0) to and
including forty-nine dollars and ninety-nine cents ($49.99); a class from
fifty dollars ($50) to and including one hundred ninety-nine dollars and
ninety-nine cents ($199.99); and thereafter a series of classes
successively set up in brackets having a spread of two hundred dollars
(3200), consisting of a number of classes that will permit classification
of all vehicles.

(c) The market value of a vehicle, other than a trailer or semitrailer,
as described in subdivision (a) of Section 5014.1 of the Vehicle Code,
for each registration year, starting with the year the vehicle was first sold
to a consumer as a new vehicle, or the year the vehicle was first
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purchased or assembled by the person applying for original registration
in this state, or the year the vehicle was sold to the current registered
owner as a used vehicle, shall be as follows: for the first year, 100 percent
of a sum equal to the middle point between the extremes of its class as
established in subdivision (b); for the second year, 90 percent of that
sum,; for the third year, 80 percent of that sum; for the fourth year, 70
percent of that sum; for the fifth year, 60 percent of that sum; for the sixth
year, 50 percent of that sum,; for the seventh year, 40 percent of that sum;
for the eighth year, 30 percent of that sum; for the ninth year, 25 percent
of that sum; and for the 10th year, 20 percent of that sum; and for the 11th
year and each succeeding year, 15 percent of that sum; provided,
however, that the minimum tax shall be the sum of one dollar ($1).
Notwithstanding this subdivision, the market value of a trailer coach
first sold on and after January 1, 1966, that is required to be moved under
permit as authorized in Section 35790 of the Vehicle Code, shall be
determined by the schedule in Section 10753.3.

(d) Notwithstanding any other provision of law, this section is
operative for the period beginning on and after the effective date of the
act amending this subdivision.

SEC. 33. Section 10753.8 of the Revenue and Taxation Code is
repealed.

SEC. 34. Section 10754 of the Revenue and Taxation Code is
amended to read:

10754. (a) Notwithstanding any other provision of law, the total
amount of the vehicle license fee otherwise required with respect to a
vehicle shall be offset in accordance with those provisions set forth
below that are operative pursuant to subdivision (b):

(1) (A) For any initial or original registration of any vehicle, never
before registered in this state, for which the final due date for the license
fee is on or after January 1 of any calendar year for which this paragraph
is operative, and for any renewal of registration with an expiration date
on or after January 1 of any calendar year for which this paragraph is
operative, the department shall offset the total amount of fees otherwise
due at the time of registration of that vehicle by an amount equal to 25
percent of the amount computed pursuant to Section 10752 or 10752.1,
or Section 18115 of the Health and Safety Code.

(B) Upon proper payment of license fees to the Department of Motor
Vehicles, the amount of the offset for each vehicle shall be transferred
into the Motor Vehicle License Fee Account in the Transportation Tax
Fund, and into the Local Revenue Fund, pursuant to Section 11000 or
Section 11000.1, as applicable. :

(C) During any period in which insufficient moneys are available to
be transferred from the General Fund to fully fund the offsets required
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by subparagraph (A), within 90 days of a reduction of funding, the
department shall reduce the amount of each offset computed pursuant to
that subparagraph by multiplying that amount by the ratio of the amount
of moneys actually available to be transferred from the General Fund to
pay for those offsets to the amount of moneys that is necessary to fully
fund those offsets.

(2) (A) For any initial or original registration of any vehicle, never
before registered in this state, for which the final due date for the license
fee is on or after January 1 of any calendar year for which this paragraph
is operative, and for any renewal of registration with an expiration date
on or after January 1 of any calendar year for which this paragraph is
operative, the department shall offset the total amount of fees otherwise
due at the time of registration of that vehicle by an amount equal to 35
percent of the amount computed pursuant to Section 10752 or 10752.1,
or Section 18115 of the Health and Safety Code.

(B) Upon proper payment of license fees to the Department of Motor
Vehicles, the amount of the offset for each vehicle shall be transferred
into the Motor Vehicle License Fee Account in the Transportation Tax
Fund, and into the Local Revenue Fund, pursuant to Section 11000 or
Section 11000.1, as applicable.

(C) During any period in which insufficient moneys are available to
be transferred from the General Fund to fully fund the offsets required
by subparagraph (A), within 90 days of a reduction of funding, the
department shall reduce the amount of each offset computed pursuant to
that subparagraph by multiplying that amount by the ratio of the amount
of moneys actually available to be transferred from the General Fund to
pay for those offsets to the amount of moneys that is necessary to fully
fund those offsets.

(3) For any initial or original registration of any vehicle, never before
registered in this state, for which the final due date for the license fee is
on or after January 1 of any calendar year for which this paragraph is
operative, and for any renewal of registration with an expiration date on
or after January 1 of any calendar year for which this paragraph is
operative, the department shall offset the total amount of fees otherwise
due at the time of registration of that vehicle by an amount equal to 671/,
percent of the amount computed pursuant to Section 10752 or 10752.1,
or Section 18115 of the Health and Safety Code.

(b) The offset provisions set forth in subdivision (a) shall be operative
as provided by the following:

(1) Paragraph (1) of subdivision (a) shall be operative for vehicle
license fees with a final due. date in the calendar year beginning on
January 1, 1999.
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(2) Paragraph (2) of subdivision (a) shall be operative for vehicle
license fees with a final due date on or after January 1, 2000, and before
July 1, 2001.

(3) Paragraph (3) of subdivision (a) shall be operative for vehicle
license fees with a final due date on or after July 1, 2001, and before
January 1, 2005.

(c¢) (1) For purposes of this section, “department” means the
Department of Motor Vehicles with respect to a vehicle license fee offset
for a vehicle subject to registration under the Vehicle Code, and the
Department of Housing and Community Development with respect to
a vehicle license fee offset for a manufactured home, mobilehome, or
commercial coach described in Section 18115 of the Health and Safety
Code.

(2) For purposes of this section, the “final due date” for a license fee
is the last date upon which that fee may be paid without being delinquent.

(d) This section is repealed on January 1, 2005.

SEC. 35. Section 10754.11 is added to the Revenue and Taxation
Code, to read:

10754.11. (a) (1) On August 15, 2006, the Controller shall transfer
from the General Fund to the Gap Repayment Fund, which is hereby
created in the State Treasury, an amount equal to the total amount of
offsets that were applied to new vehicle registrations before October 1,
2003, and that were applied to vehicle license fees with a due date before
October 1, 2003, that were not transferred into the Motor Vehicle
License Fee Account in the Transportation Tax Fund and the Local
Revenue Fund due to the operation of Item 9100-102-0001 of Section
2.00 of the Budget Act of 2003. The amount of this transfer shall include
transfers not made for offsets applied on or after June 20, 2003, transfers
required under clause (iii) of subparagraph (B) of paragraph (2) of
subdivision (a) of Section 11000 as that section read on June 30, 2004,
and the additional amounts required to be transferred to the Local
Revenue Fund pursuant to paragraph (2) of subdivision (a) of Section
11001.5 and paragraph (2) of subdivision (d) of that same section, less
any amount that was appropriated under clause (iii) of subparagraph (D)
of paragraph (3) of subdivision (a) of Section 10754, as that section read
on June 30, 2004.

. (2) The Controller may make the transfer required by paragraph (1)
prior to August 15, 2006, if that transfer is authorized by the Legislature.

(b) The Controller shall allocate moneys in the Gap Repayment Fund
to cities, counties, and cities and counties in accordance with the
provisions of subdivisions (c) and (d) of Section 11005, as that section
read on January 1, 2004.
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(¢) This section is operative for the period beginning on and after July
1, 2004.

SEC. 36. Section 11000 of the Revenue and Taxation Code is
repealed.

SEC. 37. Section 11001.5 of the Revenue and Taxation Code is
amended to read:

11001.5. (a) (1) Notwithstanding Section 11001, and except as
provided in paragraph (2) and in subdivisions (b) and (d), 24.33 percent,
and on and after July 1, 2004, 74.9 percent, of the moneys collected by
the department under this part shall be reported monthly to the
Controller, and at the same time, deposited in the State Treasury to the
credit of the Local Revenue Fund, as established pursuant to Section
17600 of the Welfare and Institutions Code. All other moneys collected
by the department under this part shall continue to be deposited to the
credit of the Motor Vehicle License Fee Account in the Transportation
Tax Fund and first allocated to the County of Orange as necessary for the
service of indebtedness as pledged by Sections 25350.6 and 53585.1 of
the Government Code and in accordance with written instructions
provided by the Controller under Sections 25350.7, 25350.9, and
53585.1 of the Government Code, and the balance shall be allocated to
each city and city and county as otherwise provided by law.

(2) For the period beginning on and after July 1, 2003, and ending on
February 29, 2004, the Controller shall deposit an amount equal to 28.07
percent of the moneys collected by the department under this part in the
State Treasury to the credit of the Local Revenue Fund. All other moneys
collected by the department under this part shall continue to be deposited
to the credit of the Motor Vehicle License Fee Account in the
Transportation Tax Fund and allocated to each city, county, and city and
county as otherwise provided by law.

(b) Notwithstanding Section 11001, net funds collected as a result of
procedures developed for greater compliance with vehicle license fee
laws in order to increase the amount of vehicle license fee collections
shall be reported monthly to the Controller, and at the same time,
deposited in the State Treasury to the credit of the Vehicle License Fee
Collection Account of the Local Revenue Fund as established pursuant
to Section 17600 of the Welfare and Institutions Code. All revenues in
excess of fourteen million dollars ($14,000,000) in any fiscal year shall
be allocated to cities and cities and counties as specified in subdivisions
(c) and (d) of Section 11005.

(c) Notwithstanding Section 11001, 25.72 percent of the moneys
collected by the department on or after August 1, 1991, and before
August 1, 1992, under this part shall be reported monthly to the
Controller, and at the same time, deposited in the State Treasury to the
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credit of the Local Revenue Fund, as established pursuant to Section
17600 of the Welfare and Institutions Code. All other moneys collected
by the department under this part shall continue to be deposited to the
credit of the Motor Vehicle License Fee Account in the Transportation
Tax Fund and allocated to each city, county, and city and county as
otherwise provided by law. \

(d) Notwithstanding any other provision of law, both of the following
apply:

(1) This section is operative for the period beginning on and after
March 1, 2004.

(2) It is the intent of the Legislature that the total amount deposited
by the Controller in the State Treasury to the credit of the Local Revenue
Fund for the 2003—04 fiscal year be equal to the total amount that would
have been deposited to the credit of the Local Revenue Fund if paragraph
(1) of subdivision (a) was applied during that entire fiscal year. The
department shall calculate and notify the Controller of the adjustment
amounts that are required by this paragraph to be deposited in the State
Treasury to the credit of the Local Revenue Fund. The amounts
deposited in the State Treasury to the credit of the Local Revenue Fund
pursuant to this paragraph shall be deemed to have been deposited during
the 2003-04 fiscal year.

(e) This section does not amend nor is it intended to amend or impair
Section 25350 and following of, Section 53584 and following of, the
Government Code, or any other statute dealing with the interception of
funds.

SEC. 38. Section 11003 of the Revenue and Taxation Code is
amended to read:

11003. The amount appropriated by the Legislature for the use of the
Department of Motor Vehicles and the Franchise Tax Board for the
enforcement of this part shall be transferred from the Motor Vehicle
License Fee Account in the Transportation Tax Fund to the Motor

Vehicle Account in the State Transportation Fund. That amount shall be

determined so that the appropriate costs for registration and motor
vehicle license fee activities are apportioned between the recipients of
revenues in proportion to the revenues that would have been received by
those recipients if the total fee imposed under this part was 2 percent of
the market value of a vehicle.

SEC. 39. Section 11005 of the Revenue and Taxation Code is
repealed.

SEC. 40. Section 11005 is added to the Revenue and Taxation Code,
to read:

11005. After payment of refunds therefrom and after making the
deductions authorized by Section 11003 and reserving the amount
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determined necessary by the Pooled Money Investment Board to meet
the transfers ordered or proposed to be ordered pursuant to Section
16310 of the Government Code, commencing with the 2004-05 fiscal
year, the balance of all motor vehicle license fees, net of those amounts
required to be allocated to the County of Orange for service of
indebtedness, and any other money appropriated by law for expenditure
pursuant to this section and deposited to the credit of the Motor Vehicle
License Fee Account in the Transportation Tax Fund and remaining
unexpended therein at the close of business on the last day of the calendar
month, shall be allocated by the Controller by the 10th day of the
following month in accordance with the following:

(a) First, to each city, the population of which is determined under
Section 11005.3 on the operative date of this section, in an amount equal
to the additional amount of vehicle license fee revenue that would be
allocated to that city under Section 11005, as it read on January 1, 2004,
as a resulf of that city’s population being determined under Section
11005.3.

(b) Second, to the cities and cities and counties of this state in the
proportion that the population of each city or city and county bears to the
total population of all cities and cities and counties in this state, as
determined by the population research unit of the Department of
Finance. For the purpose of this subdivision, the population of each city
or city and county is that determined by the last federal decennial or
special census, or a subsequent census validated by the demographic
research unit or subsequent estimate prepared pursuant to Section
2107.2 of the Streets and Highways Code.

SEC. 41. Section 11005.7 of the Revenue and Taxation Code is
repealed.

SEC. 42. Section 42205 of the Vehicle Code is amended to read:

42205. (a) Notwithstanding Chapter 3 (commencing with Section
42270), the department shall file, at least monthly with the Controller,
a report of money received by the department pursuant to Section 9400
for the previous month and shall, at the same time, remit all money so
reported to the Treasurer. On order of the Controller, the Treasurer shall
deposit all money so remitted into the State Highway Account in the
State Transportation Fund.

(b) The Legislature shall appropriate from the State Highway
Account in the State Transportation Fund to the department and the
Franchise Tax Board amounts equal to the costs incurred by each in
performing their duties pursuant to Article 3 (commencing with Section
9400) of Chapter 6 of Division 3. The applicable amounts shall be
determined so that the appropriate costs for registration and weight fee
collection activities are appropriated between the recipients of revenues
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in proportion to the revenues that would have been received individually
by those recipients if the total fee imposed under the Vehicle License Fee
Law (Part 5 (commencing with Section 10701) of Division 2 of the
Revenue and Taxation Code) was 2 percent of the market value of a
vehicle. The remainder of the funds collected under Section 9400 and
deposited in the account may be appropriated to the Department of
Transportation, the Department of the California Highway Patrol, and
the Department of Motor Vehicles for the purposes authorized under
Section 2 of Article XIX of the California Constitution.

SEC. 43. Section 210 of Chapter 89 of the Statutes of 1991 is
repealed.

SEC. 44. Section 40 of Chapter 91 of the Statutes of 1991 is
amended to read:

Sec. 40. In the event of a final judicial determination by a California
court of appellate jurisdiction that the revenues collected pursuant to
Sections 6051.2 and 6201.2 of the Revenue and Taxation Code are
General Fund proceeds of taxes that may be appropriated pursuant to
Article XIII B of the California Constitution or allocated local proceeds
of taxes as used in paragraph (2) of subdivision (b) of Article XVI of the
California Constitution, then Sections 6051.2 and 6201.2 of the
Revenue and Taxation Code shall cease to be operative on the first day
of the first month of the calendar quarter following notification to the
State Board of Equalization by the Department of Finance of the
determination. .

SEC. 45. Section 29 of Chapter 100 of the Statutes of 1993 is
repealed.

SEC. 46. This measure provides ad valorem property tax revenues
in lieu of moneys that were required to be allocated to cities, counties,
and cities and counties for the 2004—05 fiscal year and each fiscal year
thereafter under the Vehicle License Fee Law, as that law read before the
effective date of this act. Because this act will take effect after the
beginning of the 2004-05 fiscal year, these entities will continue to
receive certain moneys under the Vehicle License Fee Law for a portion
of the 200405 fiscal year.

Therefore, it is the intent of the Legislature to enact legislation to
ensure that cities, counties, and cities and counties receive an amount of
money equal to the moneys that these entities would have received under
the Vehicle License Fee Law for the 200405 fiscal year, as that law read
before the effective date of this act.

SEC. 47. The Legislature finds and declares all of the following:

(a) This act would, by means of provisions relating to the allocation
of property tax and vehicle license fee revenues, and the rate of the
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vehicle license fee, comprehensively revise and reform local
government finance.

(b) The Local Taxpayers and Public Safety Protection Act, which
appears as Proposition 65 on the November 2, 2004, general election
ballot (hereafter Proposition 65), would suspend the effect and operation
of any interim statute, as defined in Proposition 65, pending the approval
of that interim statute in a specified manner by the statewide electorate
at the first statewide election occurring after that statute takes effect.

(¢) This act comprehensively revises and reforms local government
finance by- means of various provisions that take effect between
November 1, 2003, and November 3, 2004, and that, if proposed on or
after November 3, 2004, would be subject to voter approval under
Section 1 of Article XIII E of the California Constitution, as added by
Proposition 65, should that measure be approved by the voters and take
effect.

(d) Therefore, this act is in its entirety an interim statute within the
meaning of Proposition 65, the effect and operation of which is
suspended pending voter approval as required by that measure, should
that measure be approved by the voters and take effect.

SEC. 48. Notwithstanding Section 17610 of the Government Code,
if the Commission on State Mandates determines that this act contains
costs mandated by the state, reimbursement to local agencies and school
districts for those costs shall be made pursuant to Part 7 (commencing
with Section 17500) of Division 4 of Title 2 of the Government Code.
If the statewide cost of the claim for reimbursement does not exceed one
million dollars ($1,000,000), reimbursement shall be made from the
State Mandates Claims Fund.

SEC. 49. This act is an urgency statute necessary for the immediate
preservation of the public peace, health, or safety within the meaning of
Article IV of the Constitution and shall go into immediate effect. The
facts constituting the necessity are:

In order to enact the statutory changes needed to implement the
Budget Act of 2004 to allow the state and local governments to preserve
the public peace, health, and safety, it is necessary that this act take effect
immediately.
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BILL NUMBER: AB 2115 CHAPTERED 09/20/04

CHAPTER 610

FILED WITH SECRETARY OF STATE SEPTEMBER 20, 2004
APPROVED BY GOVERNOR SEPTEMBER 20, 2004

PASSED THE ASSEMBLY AUGUST 27, 2004

PASSED THE SENATE AUGUST 25, 2004

AMENDED IN SENATE AUGUST 23, 2004

AMENDED IN SENATE JULY 27, 2004

INTRODUCED BY Committee on Budget (Steinberg (Chair), Bermudez,
Chan, Diaz, Dymally, Goldberg, Hancock, Jackson, Levine, Liu,
Montanez, Nakano, Pavley, Reyes, Simitian, and Wolk) '

FEBRUARY 18, 2004

An act to amend Sections 6585 and 25350.6 of the Government Code,
to amend Sections 33607.5 and 33681.12 of, and to add Section
33681.15 to, the Health and Safety Code, and to amend Sections 97.70,
97.71, 97.72, 97.73, 7203.1, 10754.11, 11001.5, and 11005 of, and to
repeal Section 97.74 of, the Revenue and Taxation Code, relating to
local government finance, and declaring the urgency thereof, to take
effect immediately.

LEGISLATIVE COUNSEL'S DIGEST

AB 2115, Committee on Budget. = Local government finance.

(1) The Marks-Roos Local Bond Pooling Act of 1985 generally
authorizes a joint exercise of powers authority to issue bonds to
assist local agencies in financing public capital improvements,
working capital, liability or other insurance needs, or projects,
subject to specified conditions. Existing law requires that such an
authority consist of at least 100 local agencies if the authority
issues bonds for which VLF receivables, as defined, are pledged to
the payment of the bonds.

This bill would specify that this requirement does not apply to an
authority that so pledges VLF receivables for a county of the first
class.

(2) The Vehicle License Fee (VLF) Law establishes, in lieu of any
ad valorem property tax upon vehicles, an annual license fee for any
vehicle subject to registration in this state. Beginning with the
2004-05 fiscal year and for each fiscal year thereafter, existing law
requires that each city, county, and city and county receive a
vehicle license fee adjustment amount (VLFAA), as defined, from a
Vehicle License Fee Property Tax Compensation Fund that exists in
each county treasury. Existing law requires that the VLFAA of the
County of Orange be reduced by specified amounts allocated to that
county under the VLF Law for the service of indebtedness, as
provided. Existing law reduces, for the 2004-05 and 2005-06 fiscal
years, the VLFAA of a city or a city and county by an amount
determined pursuant to a formula that is based upon the amount of
vehicle license fee money, local sales and use tax revenues, and ad
valorem property tax revenues allocated to the city or city and




county for the 2002-03 fiscal year. Existing law also pledges, to the
service of specified debt instruments, moneys to which the County of
Orange may be entitled under the VLF Law.

This bill would delete the requirement that the VLFAA of the
County of Orange be reduced, and would instead allocate a specified
amount of the revenues derived under the VLF Law to that county for
the service of indebtedness and other uses. This bill would also
pledge to those specified debt instruments moneys to which the County
of Orange may be entitled from a Vehicle License Fee Property Tax
Compensation Fund. This bill would require that the VLFAA of a city
and county be reduced by an amount determined pursuant to a formula
that is based solely upon the amount of vehicle license fee money
allocated to the city and county for the 2002-03 fiscal year, as
specified. '

(3) Existing law requires a redevelopment agency to make specified
payments in specified fiscal years to taxing entities, and requires
that these payments be allocated among these entities in proportion
to the percentage share of property tax revenues received by these
entities in these fiscal years.

This bill would require that these percentage shares be determined
without regard to certain property tax revenue allocations and
property tax revenue allocation reductions required by specified
statutes.

(4) Existing law requires a redevelopment agency, for the 2004-05
and 2005-06 fiscal years, to make certain payments to county
Educational Revenue Augmentation Funds (ERAFs). Existing law
provides that the amount of these payments be based upon certain
calculations made by the Director of Finance based upon a specified
Controller's report for the 2002-03 fiscal year.

This bill would instead provide that the director's calculations
be based upon the most recent version of this Controller's report.
This bill would also authorize a county redevelopment agency to enter
into a loan agreement with the county to have the agency remit
amounts in excess of its required payment to the county ERAF, if
certain conditions are met. This bill would also authorize any
redevelopment agency, if certain conditions are met, to enter into an
agreement with an authorized issuer, as defined, to loan the agency
moneys to make the required payment to the county ERAF.

(5) Existing property tax law requires the county auditor, in each
fiscal year, to allocate property tax revenue to local jurisdictions
in accordance with specified formulas and procedures, and generally
requires that each jurisdiction be allocated an amount equal to the
total of the amount of revenue allocated to that jurisdiction in the
prior fiscal year, subject to certain modifications, and that
jurisdiction's portion of the annual tax increment, as defined.
Existing law requires the auditor to reduce, for the 2004-05 and
2005-06 fiscal year, the total amount of property tax revenue that is
otherwise required to be allocated to an enterprise or a
nonenterprise special district, as defined, by an amount calculated
by the Controller pursuant to a specified formula based, in certain
instances, upon the 2000-01 edition of a specified report issued by
the Controller. For a nonenterprise special district, existing law
requires that this reduction equal 10% of a specified portion of
these revenues for each of those fiscal years.

This bill would revise and recast these provisions to ensure that
the total reduction for all special districts equals $350,000,000 for
each of those fiscal years and would make conforming changes to
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related provisions. This bill would reduce, for the 2004-05 and
2005-06 fiscal years, the total amount of ad valorem property tax
revenue allocated to the Laguna Niguel Community Service District by
a specified amount and, if a certain condition is met, by an
additional amount for each of the 2006-07 and 2007-08 fiscal years,
as provided. This bill would also specify that "nonenterprise
special district" does not include certain mosquito abatement
districts formed pursuant to a specified statute. By changing the
manner in which county auditors allocate property tax revenues, this
bill would impose a state-mandated local program.

(6) The Bradley-Burns Uniform Local Sales and Use Tax Law
(Bradley-Burns Law) authorizes a county that adopts a specified
ordinance to impose a local sales and use tax at a rate of 1.25%, and
similarly authorizes a city, located within a county imposing such a
tax rate, to impose a local sales and use tax rate of up to 1% that
is credited against the county rate. Beginning July 1, 2004, and
continuing through the revenue exchange period, as defined, existing
law temporarily suspends the authority of a county or a city to
impose a tax under the Bradley-Burns Law by requiring a county or a
city imposing a sales and use tax under that law to impose that tax
at the rate that was specified in the local ordinance as of January
1, 2004, reduced by 0.25%.

This bill would instead require that, during the revenue exchange
period, a county imposing a sales and use tax under that law impose
that tax at a rate of 1% and require an imposing city to impose that
tax at a rate of 0.75% or less.

(7) Existing law requires the Controller, on August 15, 2006, to
transfer moneys from the state General Fund to the Gap Repayment Fund
(GRF) in an amount equal to an amount that was not allocated to
cities, counties, and cities and counties as a result of a specified
provision of the Budget Act of 2003. Existing law requires that
moneys in the GRF be allocated among cities, counties, and cities and
counties based upon the relative population of these entities.

This bill would instead require that moneys in the GRF be
allocated among cities, counties, and cities and counties based upon
the amount that was not allocated to each of these entities as a
result of the specified provision of the Budget Act of 2003.

(8) This bill would also state legislative findings and
declarations that the bill is an interim statute, and that its
operation be suspended if Proposition 65 is approved by the voters at
the November 2, 2004, statewide general election and becomes
operative. This bill would also state the Legislature's intent in
enacting this and another previous bill.

(9) The California Comnstitution requires the state to reimburse
local agencies and school districts for certain costs mandated by the
state. Statutory provisions establish procedures for making that
reimbursement, including the creation of a State Mandates Claims Fund
to pay the costs of mandates that do not exceed $1,000,000 statewide
and other procedures for claims whose statewide costs exceed
$1,000,000.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
reimbursement for those costs shall be made pursuant to these
statutory provisions.

(10) This bill would declare that it is to take effect immediately
as an urgency statute.
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THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1. Section 6585 of the Government Code, as amended by
Section 2 of Chapter 211 of the Statutes of 2004, is amended to read:

6585. The definitions in this section shall govern the
construction and interpretation of this article.

(a) "Authority" means an entity created pursuant to Article 1
(commencing with Section 6500). In the case of an authority issuing
bonds pursuant to this chapter in which VLF receivables, as defined
in subdivision (i), are pledged to the payment of the bonds, other
than VLF receivables so pledged for a county of the first class, an
authority shall consist of not less than 100 local agencies.

(b) "Bond purchase agreement" means a contractual agreement
executed between the authority and the local agency whereby the
authority agrees to purchase bonds of the local agency.

(c}) "Bonds" means bonds (including, but not limited to, assessment
bonds, redevelopment agency bonds, government issued mortgage bonds,
and industrial development bonds), notes (including bond, revenue,
tax, or grant anticipation notes), commercial paper, floating rate,
and variable maturity securities, and any other evidences of
indebtedness and also includes certificates of participation or
lease-purchase agreements.

(d) "Cost," as applied to a public capital improvement or portion
thereof financed under this part, means all or any part of the cost
of construction, renovation, and acquisition of all lands,
structures, real or personal property, rights, rights-of-way,
franchises, easements, and interests acquired or used for a public
capital improvement; the cost of demolishing or removing any
buildings or structures on land so acquired, including the cost of
acquiring any lands to which the buildings or structures may be
moved; the cost of all machinery and equipment; finance charges;
interest prior to, during, and for a period after, completion of that
construction, as determined by the authority; provisions for working
capital, reserves for principal and interest and for extensions,
enlargements, additions, replacements, renovations, and improvements;
the cost of architectural, engineering, financial and legal
services, plans, specifications, estimates, administrative expenses,
and other expenses necessary or incident to determining the
feasibility of constructing any project or incident to the
construction or acquisition or financing of any public capital
improvement.

(e} "Legislative body" means the governing body of a local agency.

(f) "Local agency" means a party to the agreement creating the
authority, or an agency or subdivision of that party, sponsoring a
project of public capital improvements, or any city, county, city and
county, authority, district, or public corporation of this state.

(g) "Public capital improvements" means one or more projects
specified in Section 6546.

(h) "Revenue" means all income and receipts of the authority from
a bond purchase agreement, bonds acquired by the authority, loans,
installment sale agreements, and other revenue-producing agreements
entered into by the authority, projects financed by the authority,
grants and other sources of income, VLF receivables purchased




pursuant to Section 6588.5, and all interest or other income from any
investment of any money in any fund or account established for the
payment of principal or interest or premiums on bonds.

(i} "VLF receivable" means the right to payment of moneys due or
to become due to a local agency out of funds payable in connection
with vehicle license fees to a local agency pursuant to Section
10754.11 of the Revenue and Taxation Code.

(j} "Working capital" means money to be used by, or on behalf of,
a local agency for any purpose for which a local agency may borrow
money pursuant to Section 53852, or for any purpose for which a VLF
receivable sold to an authority could have been used by the local
agency.

SEC. 2. Section 25350.6 of the Government Code is amended to read:

25350.6. (a) Moneys credited to the Motor Vehicle License Fee
Account in the Transportation Tax Fund or allocated to the Vehicle
License Fee Property Tax Compensation Fund of the County of Orange
pursuant to paragraph (2) of subdivision (a) of Section 97.70 of the
Revenue and Taxation Code to which Orange County may at any time be
entitled shall be pledged, without any necessity for specific
authorization of the pledge by the board of supervisors, to all
certificates of participation or lease-revenue bonds executed and
delivered or issued, as the case may be, during 1996 or 1997,
including obligations executed and delivered or issued before 2010 to
refund those certificates of participation or lease-revenue bonds,
to finance or refinance the lease or lease-purchase of property of
the county and having a stated maturity of 20 years or wmore. Any
refunding obligations shall not have a final maturity later than the
final maturity of the refunded obligations. The amount so pledged
with respect to any fiscal year of the county shall not exceed the
amounts to be paid in that fiscal year on those certificates or
lease-revenue bonds.

(b} The state hereby covenants with the holders of any
certificates of participation or lease-revenue bonds, including
refunding obligations, entitled to the pledge granted by this section
that, as long as any of the certificates of participation or
lease-revenue bonds entitled to the pledge granted by this section
shall remain outstanding, the state shall not alter or amend the
deposit of moneys into, or the allocation of moneys credited to, the
Motor Vehicle License Fee Account in the Transportation Tax Fund
under Chapter 5 (commencing with Section 11001) of Part 5 of Division
2 of the Revenue and Taxation Code or the allocation of moneys to
and from the Vehicle License Fee Property Tax Compensation Fund of
the County of Orange under Section 97.70 of the Revenue and Taxation
Code in any manner that would adversely affect the security of, or
the ability of the county to pay the principal of and interest on,
the certificates of participation or lease-revenue bonds entitled to
the pledge granted by this section. However, nothing precludes any
alteration or amendment if and when adequate provision has been made
by law for the protection from impairment of the contract represented
by the certificates of participation or lease-revenue bonds, and the
right to so alter or amend is hereby reserved. The County of Orange
may include this covenant of the state in the agreements or other
documents underlying the certificates of participation or
lease-revenue bonds.

SEC. 3. Section 33607.5 of the Health and Safety Code is amended
to read:
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33607.5. (a) (1) This section shall apply to each redevelopment
project area that, pursuant to a redevelopment plan which contains
the provisions required by Section 33670, is either: (A) adopted on
or after January 1, 1994, including later amendments to these
redevelopment plans; or (B) adopted prior to January 1, 1994, but
amended, after January 1, 1994, to include new territory. For plans
amended after January 1, 1994, only the tax increments from territory
added by the amendment shall be subject to this section. 2All the
amounts calculated pursuant to this section shall be calculated after
the amount required to be deposited in the Low and Moderate Income
Housing Fund pursuant to Sections 33334.2, 33334.3, and 33334.6 has
been deducted from the total amount of tax increment funds received
by the agency in the applicable fiscal year.

(2) The payments made pursuant to this section shall be in
addition to any amounts the affected taxing entities receive pursuant
to subdivision (a) of Section 33670. The payments made pursuant to
this section to the affected taxing entities, including the
community, shall be allocated among the affected taxing entities,
including the community if the community elects to receive payments,
in proportion to the percentage share of property taxes each affected
taxing entity, including the community, receives during the fiscal
year the funds are allocated, which percentage share shall be
determined without regard to any amounts allocated to a city, a city
and county, or a county pursuant to Sections 97.68 and 97.70 of the
Revenue and Taxation Code, and without regard to any allocation
reductions to a city, a city and county, a county, a special
district, or a redevelopment agency pursuant to Sections 97.71,
97.72, and 97.73 of the Revenue and Taxation Code and Section
33681.12. The agency shall reduce its payments pursuant to this
section to an affected taxing entity by any amount the agency has
paid, directly or indirectly, pursuant to Section 33445, 33445.5,
33445.6, 33446, or any other provision of law other than this section
for, or in connection with, a public facility owned or leased by
that affected taxing agency, except: (A) any amounts the agency has
paid directly or indirectly pursuant to an agreement with a taxing
entity adopted prior to January 1, 1994; or (B) any amounts that are
unrelated to the specific project area or amendment governed by this
section. The reduction in a payment by an agency to a school
district, community college district, or county office of education,
or for special education, shall be subtracted only from the amount
that otherwise would be available for use by those entities for
educational facilities pursuant to paragraph (4). If the amount of
the reduction exceeds the amount that otherwise would have been
available for use for educational facilities in any one year, the
agency shall reduce its payment in more than one year.

(3) If an agency reduces its payment to a school district,
community college district, or county office of education, or for
special education, the agency shall do all of the following:

(A) Determine the amount of the total payment that would have been
made without the reduction.

(B) Determine the amount of the total payment without the
reduction which: (i) would have been considered property taxes; and
{(ii) would have been available to be used for educational facilities
pursuant to paragraph (4).

(C) Reduce the amount available to be used for educational
facilities.

(D) Send the payment to the school district, community college
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district, or county office of education, or for special education,
with a statement that the payment is being reduced and including the
calculation required by this subdivision showing the amount to be
considered property taxes and the amount, if any, available for
educational facilities.

{(4) (A) Except as specified in subparagraph (E), of the total
amount paid each year pursuant to this section to school districts,
43.3 percent shall be considered to be property taxes for the
purposes of paragraph (1) of subdivision (h) of Section 42238 of the
Education Code, and 56.7 percent shall not be considered to be
property taxes for the purposes of that section and shall be
avallable to be used for educational facilities.

(B) Except as specified in subparagraph (E), of the total amount
paid each year pursuant to this section to community college
districts, 47.5 percent shall be considered to be property taxes for
the purposes of Section 84751 of the Education Code, and 52.5 percent
shall not be considered to be property taxes for the purposes of
that section and shall be available to be used for educational
facilities.

(C) Except as specified in subparagraph (E), of the total amount
paid each year pursuant to this section to county offices of
education, 19 percent shall be considered to be property taxes for
the purposes of Section 2558 of the Education Code, and 81 percent
shall not be considered to be property taxes for the purposes of that
section and shall be available to be used for educational
facilities.

(D) Except as specified in subparagraph (E), of the total amount
paid each year pursuant to this section for special education, 19
percent shall be considered to be property taxes for the purposes of
Section 56712 of the Education Code, and 81 percent shall not be
considered to be property taxes for the purposes of that section and
shall be available to be used for education facilities.

(E) If, pursuant to paragraphs (2) and (3), an agency reduces its
payments to an educational entity, the calculation made by the agency
pursuant to paragraph (3) shall determine the amount considered to
be property taxes and the amount available to be used for educational
facilities in the year the reduction was made.

(5) Local education agencies that use funds received pursuant to
this section for school facilities shall spend these funds at schools
that are: (A) within the project area, (B) attended by students
from the project area, (C) attended by students generated by projects
that are assisted directly by the redevelopment agency, or (D)
determined by the governing board of a local education agency to be
of benefit to the project area.

(b) Commencing with the first fiscal year in which the agency
receives tax increments and continuing through the last fiscal year
in which the agency receives tax increments, a redevelopment agency
shall pay to the affected taxing entities, including the community if
the community elects to receive a payment, an amount equal to 25
percent of the tax increments received by the agency after the amount
required to be deposited in the Low and Moderate Income Housing Fund
has been deducted. 1In any fiscal year in which the agency receives
tax increments, the community that has adopted the redevelopment
project area may elect to receive the amount authorized by this
paragraph.

(c) Commencing with the 11th fiscal year in which the agency
receives tax increments and continuing through the last fiscal year
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in which the agency receives tax increments, a redevelopment agency
shall pay to the affected taxing entities, other than the community
which has adopted the project, in addition to the amounts paid
pursuant to subdivision (b) and after deducting the amount allocated
to the Low and Moderate Income Housing Fund, an amount equal to 21
percent of the portion of tax increments received by the agency,
which shall be calculated by applying the tax rate against the amount
of assessed value by which the current year assessed value exceeds
the first adjusted base year assessed value. The first adjusted base
year assessed value is the assessed value of the project area in the
10th fiscal year in which the agency receives tax increment

revenues.

(d) Commencing with the 31st fiscal year in which the agency
receives tax increments and continuing through the last fiscal year
in which the agency receives tax increments, a redevelopment agency
shall pay to the affected taxing entities, other than the community
which has adopted the project, in addition to the amounts paid
pursuant to subdivisions (b) and (c¢) and after deducting the amount
allocated to the Low and Moderate Income Housing Fund, an amount
equal to 14 percent of the portion of tax increments received by the
agency, which shall be calculated by applying the tax rate against
the amount of assessed value by which the current year assessed value
exceeds the second adjusted base year assessed value. The second
adjusted base year assessed value is the assessed value of the
project area in the 30th fiscal year in which the agency receives tax
increments.

(e) (1) Prior to incurring any loans, bonds, or other
indebtedness, except loans or advances from the community, the agency
may subordinate to the loans, bonds or other indebtedness the amount
required to be paid to an affected taxing entity by this section,
provided that the affected taxing entity has approved these
subordinations pursuant to this subdivision.

(2) At the time the agency requests an affected taxing entity to
subordinate the amount to be paid to it, the agency shall provide the
affected taxing entity with substantial evidence that sufficient
funds will be available to pay both the debt service and the payments
required by this section, when due.

(3) Within 45 days after receipt of the agency's request, the
affected taxing entity shall approve or disapprove the request for
subordination. An affected taxing entity may disapprove a request
for subordination only if it finds, based upon substantial evidence,
that the agency will not be able to pay the debt payments and the
amount required to be paid to the affected taxing entity. If the
affected taxing entity does not act within 45 days after receipt of
the agency's request, the request to subordinate shall be deemed
approved and shall be final and conclusive.

(£) (1) The Legislature finds and declares both of the following:

(A) The payments made pursuant to this section are necessary in
order to alleviate the financial burden and detriment that affected
taxing entities may incur as a result of the adoption of a
redevelopment plan, and payments made pursuant to this section will
benefit redevelopment project areas.

(B) The payments made pursuant to this section are the exclusive
payments that are required to be made by a redevelopment agency to
affected taxing entities during the term of a redevelopment plan.

(2) Notwithstanding any other provision of law, a redevelopment
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agency shall not be required, either directly or indirectly, as a
measure to mitigate a significant environmental effect or as part of
any settlement agreement or judgment brought in any action to contest
the validity of a redevelopment plan pursuant to Section 33501, to
make any other payments to affected taxing entities, or to pay for
public facilities that will be owned or leased to an affected taxing
entity.

(g) As used in this section, a "local education agency" is a
school district, a community college district, or a county office of
education.

SEC. 4. Section 33681.12 of the Health and Safety Code, as added
by Section 15 of Chapter 211 of the Statutes of 2004, is amended to
read:

33681.12. (a) (1) During the 2004-05 fiscal year, a redevelopment
agency shall, prior to May 10, remit an amount equal to the amount
determined for that agency pursuant to subparagraph (I) of paragraph
(2) to the county auditor for deposit in the county's Educational
Revenue Augmentation Fund created pursuant to Article 3 (commencing
with Section 97) of Chapter 6 of Part 0.5 of Division 1 of the
Revenue and Taxation Code. During the 2005-06 fiscal year, a
redevelopment agency shall, prior to May 10, remit an amount equal to
the amount determined for that agency pursuant to subparagraph (I)
of paragraph (2) to the county auditor for deposit in the county's
Educational Revenue Augmentation Fund created pursuant to Article 3
(commencing with Section 97) of Chapter 6 of Part 0.5 of Division 1
of the Revenue and Taxation Code.

(2) For the 2004-05 and 2005-06 fiscal years, on or before
November 15, the Director of Finance shall do all of the following:

- (A) Determine the net tax increment apportioned to each agency
pursuant to Section 33670, excluding any amounts apportioned to
affected taxing agencies pursuant to Section 33401, 33607.5, or
33676.

(B) Determine the net tax increment apportioned to all agencies
pursuant to Section 33670, excluding any amounts apportioned to
affected taxing agencies pursuant to Section 33401, 33607.5, or
33676.

(C) Determine a percentage factor by dividing one hundred
twenty-five million dollars ($125,000,000) by the amount determined
pursuant to subparagraph (B).

(D) Determine an amount for each agency by multiplying the amount
determined pursuant to subparagraph (A) by the percentage factor
determined pursuant to subparagraph (C).

(E) Determine the total amount of property tax revenue apportioned
to each agency pursuant to Section 33670, including any amounts
apportioned to affected taxing agencies pursuant to Section 33401,
33607.5, or 33676.

(F) Determine the total amount of property tax revenue apportioned
to all agencies pursuant to Section 33670, including any amounts
apportioned to affected taxing agencies pursuant to Section 33401,
33607.5, or 33676.

(G) Determine a percentage factor by dividing one hundred
twenty-five million dollars ($125,000,000) by the amount determined
pursuant to subparagraph (F).

(H) Determine an amount for each agency by multiplying the amount
determined pursuant to subparagraph (E) by the percentage factor
determined pursuant to subparagraph (G).

(I) Add the amount determined pursuant to subparagraph (D) to the




amount determined pursuant to subparagraph (H).

(J} Notify each agency and each legislative body of the amount
determined pursuant to subparagraph (I).

(K) Notify each county auditor of the amounts determined pursuant
to subparagraph (I) for each agency in his or her county.

(3} The obligation of any agency to make the payments required
pursuant to this subdivision shall be subordinate to the lien of any
pledge of collateral securing, directly or indirectly, the payment of
the principal, or interest on any bonds of the agency including,
without limitation, bonds secured by a pledge of taxes allocated to
the agency pursuant to Section 33670.

(b) (1) Notwithstanding Sections 33334.2, 33334.3, and 33334.6,
and any other provision of law, in order to make the full allocation
required by this section, an agency may borrow up to 50 percent of
the amount required to be allocated to the Low and Moderate Income
Housing Fund pursuant to Sections 33334.2, 33334.3, and 33334.6
during the 2004-05 fiscal year and, if applicable, the 2005-06 fiscal
year, unless executed contracts exist that would be impaired if the
agency reduced the amount allocated to the Low and Moderate Income
Housing Fund pursuant to the authority of this subdivision.

(2) As a condition of borrowing pursuant to this subdivision, an
agency shall make a finding that there are insufficient other moneys
to meet the requirements of subdivision (a). Funds borrowed pursuant
to this subdivision shall be repaid in full within 10 years
following the date on which moneys are remitted to the county auditor
for deposit in the county's Educational Revenue Augmentation Fund
pursuant to subdivision (a).

(c) In order to make the allocation required by this section, an
agency may use any funds that are legally available and not legally
obligated for other uses, including, but not limited to, reserve
funds, proceeds of land sales, proceeds of bonds or other
indebtedness, lease revenues, interest, and other earned income. No
moneys held in a low- and moderate-income fund as of July 1 of the
applicable fiscal year may be used for this purpose.

(d) The legislative body shall by March 1 report to the county
auditor as to how the agency intends to fund the allocation required
by this section, or that the legislative body intends to remit the
amount in lieu of the agency pursuant to Section 33681.14.

(e) The allocation obligations imposed by this section, including
amounts owed, if any, created under this section, are hereby declared
to be an indebtedness of the redevelopment project to which they
relate, payable from taxes allocated to the agency pursuant to
Section 33670, and shall constitute an indebtedness of the agency
with respect to the redevelopment project until paid in full.

(f} It is the intent of the Legislature, in enacting this section,
that these allocations directly or indirectly assist in the
financing or refinancing, in whole or in part, of the community's
redevelopment project pursuant to Section 16 of Article XVI of the
California Constitution.

(g) In making the determinations required by subdivision (a), the
Director of Finance shall use those amounts reported as the "Tax
Increment Retained by Agency" for all agencies and for each agency in
the most recent published edition of the Controller's Community
Redevelopment Agencies Annual Report made pursuant to Section 12463.3
of the Government Code.

(h) If revised reports have been accepted by the Controller on or
before September 1, 2005, the Director of Finance shall use
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appropriate data that has been certified by the Controller for the
purpose of making the determinations required by subdivision (a).

(i) (1) Notwithstanding any other provision of law, a county
redevelopment agency may enter into a loan agreement with the
legislative body to have the agency remit to the county's Educational
Revenue Augmentation Fund for each of the 2004-05 and 2005-06 fiscal
years an amount greater than that determined pursuant to
subparagraph (I) of paragraph (2) of subdivision (a) if all of the
following conditions are met:

(A} The agency does not exercise its authority under subdivision
(b) to borrow from its Low and Moderate Income Housing Fund to
finance its payments to the county's Educational Revenue Augmentation
Fund.

(B) The agency does not have any outstanding loans from its Low
and Moderate Income Housing Fund that were made under subdivision (b)
of Section 33981.5, subdivision (b) of Section 33681.7, or
subdivision (b) of Section 33681.9.

(C) The loan agreement requires the county to repay any excess
remitted amounts, including interest, to the agency within three
fiscal years subsequent to the fiscal year in which the loan is made.

(D) The agency making the loan does not participate in pooled
borrowing under Section 33681.15.

(2) A loan agreement described in paragraph (1) shall be
transmitted to the county auditor not later than December 1 of the
fiscal year in which the loan is made. Any amount remitted by the
agency to the county Educational Revenue Augmentation Fund for the
2004-05 or 2005-06 fiscal year in excess of the amount determined
pursuant to paragraph (1) of subdivision (a) shall be credited to the
amount that would otherwise be subtracted by the county auditor
pursuant to subdivision (a) of Section 97.71 of the Revenue and
Taxation Code for, as applicable, the 2004-05 and 2005-06 fiscal

years.

SEC. 5. Section 33681.15 is added to the Health and Safety Code,
to read:

33681.15. (a) For the purposes of this section, an "authorized

issuer" is limited to a joint powers entity created pursuant to
Article 1 (commencing with Section 6500) of Chapter 5 of Division 7
of Title 1 of the Government Code that consists of no less than 100
local agencies issuing bonds pursuant to the Marks-Roos Local Bond
Pooling Act of 1984 (commencing with Section 6584) of the Government
Code.

(b) An authorized issuer may issue bonds, notes, or other evidence
of indebtedness to provide net proceeds to make one or more loans to
one or more redevelopment agencies to be used by the agency to
timely make the payment required by Section 33681.12.

(c) With the prior approval
of the legislative body by adoption of a resolution by a majority of
that body that recites that a first lien on the property tax revenues
allocated to the legislative body will be created in accordance with
subdivision (h), an agency may enter into an agreement with an
authorized issuer issuing bonds pursuant to subdivision (b) to repay
a loan used to make the payment required by Section 33681.12,
notwithstanding the expiration of the time limit on establishing
loans, advances, advances and indebtedness, and the time limit on
repayment of indebtedness. For the purpose of calculating the amount
that has been divided and allocated to the redevelopment agency to




determine whether the limitation adopted pursuant to Section 33333.2
or 33333.4 or pursuant to an agreement or court order has been
reached, any funds used to repay a loan entered into pursuant to this
section shall be deducted from the amount of property tax revenue
deemed to have been received by the agency.

(d) A loan made pursuant to this section shall be repayable by the
agency from any available funds of the agency not otherwise
obligated for other uses and shall be repayable by the agency on a
basis subordinate to all existing and future obligations of the
agency.

(e) Upon making a loan to an agency pursuant to this section, the
trustee for the bonds issued to provide the funds to make the loan
shall timely pay, on behalf of the agency, to the county auditor of
the county in which the agency is located the net proceeds {(after
payment of costs of issuance, credit enhancement costs, and reserves,
if any) of the loan in payment in full or in part, as directed by
the agency, of the amount required to be paid by the agency pursuant
to Section 33681.12 and shall provide the county auditor with the
repayment schedule for the loan, together with the name of the
trustee.

(f} In the event the agency shall, at any time and from time to
time, fail to repay timely the loan in accordance with the schedule
provided to the county auditor, the trustee for the bonds shall
promptly notify the county auditor of the amount of the payment on
the loan that is past due.

(g} The county auditor shall reallocate from the legislative body
and shall pay, on behalf of the agency, the past due amount from the
first available proceeds of the property tax allocation that would
otherwise be transferred to the legislative body pursuant to Chapter
6 (commencing with Section 95) of Part 0.5 of Division 1 of the
Revenue and Taxation Code. This transfer shall be deemed a
reallocation of the property tax revenue from the legislative body to
the agency for the purpose of payment of the loan, and not as a
payment by the legislative body on the loan.

(h) To secure repayment of a loan to an agency made pursuant to
this section, the trustee for the bonds issued to provide the funds
to make the loan shall have a lien on the property tax revenues
allocated to the legislative body pursuant to Chapter 6 (commencing
with Section 95) of Part 0.5 of Division 1 of the Revenue and
Taxation Code. This lien shall arise by operation of this section
automatically upon the making of the loan without the need for any
action on the part of any person. This lien shall be valid, binding,
perfected, and enforceable against the legislative body, its
successors, creditors, purchasers, and all others asserting rights in
those property tax revenues, irrespective of whether those persons
have notice of the lien, irrespective of the fact that the property
tax revenues subject to the lien may be commingled with other
property, and without the need for physical delivery, recordation,
public notice, or any other act. This lien shall be a first priority
lien on these property tax revenues. This lien shall not apply to
any portion of the property taxes allocated to the agency pursuant to
Section 33670.

SEC. 6. Section 97.70 of the Revenue and Taxation Code, as added
by Section 21 of Chapter 211 of the Statutes of 2004, is amended to
read:

97.70. Notwithstanding any other provision of law, for the
2004-05 fiscal year and for each fiscal year thereafter, all of the

-113-




following apply:

(a) (1) (A) The auditor shall reduce the total amount of ad
valorem property tax revenue that is otherwise required to be
allocated to a county's Educational Revenue Augmentation Fund by the
countywide vehicle license fee adjustment amount.

(B) If, for the fiscal year, after cowmplying with Section 97.68
there is not enough ad valorem property tax revenue that is otherwise
required to be allocated to a county Educational Revenue
Augmentation Fund for the auditor to complete the allocation
reduction required by subparagraph (A), the auditor shall
additionally reduce the total amount of ad valorem property tax
revenue that is otherwise required to be allocated to all school
districts and community college districts in the county for that
fiscal year by an amount equal to the difference between the
countywide vehicle license fee adjustment amount and the amount of ad
valorem property tax revenue that is otherwise required to be
allocated to the county Educational Revenue Augmentation Fund for
that fiscal year. This reduction for each school district and
community college district in the county shall be the percentage
share of the total reduction that is equal to the proportion that the
total amount of ad valorem property tax revenue that is otherwise
required to be allocated to the school district or community college
district bears to the total amount of ad valorem property tax revenue
that is otherwise required to be allocated to all school districts
and community college districts in a county. For purposes of this
subparagraph, "school districts" and "community college districts" do
not include any districts that are excess tax school entities, as
defined in Section 95.

(2} The countywide vehicle license fee adjustment amount shall be
allocated to the Vehicle License Fee Property Tax Compensation Fund
that shall be established in the treasury of each county.

(b) (1) The auditor shall allocate moneys in the Vehicle License
Fee Property Tax Compensation Fund according to the following:

(A) Each city in the county shall receive its vehicle license fee
adjustment amount.

(B} Each county and city and county shall receive its vehicle
license fee adjustment amount.

(2) The auditor shall allocate one-half of the amount specified in
paragraph (1) on or before January 31 of each fiscal year, and the
other one-half on or before May 31 of each fiscal year.

(c) For purposes of this section, all of the following apply:

(1) "Vehicle license fee adjustment amount" for a particular city,
county, or a city and county means, subject to an adjustment under
paragraph (2) and Section 97.71, all of the following:

(A) For the 2004-05 fiscal year, an amount equal to the difference
between the following two amounts:

(i) The estimated total amount of revenue that would have been
deposited to the credit of the Motor Vehicle License Fee Account in
the Transportation Tax Fund, including any amounts that would have
been certified to the Controller by the auditor of the County of
Ventura under subdivision (j) of Section 98.02, as that section read
on January 1, 2004, for distribution under the law as it read on
January 1, 2004, to the county, city and county, or city for the
2004-05 fiscal year if the fee otherwise due under the Vehicle
License Fee Law (Pt. 5 (commencing with Section 10701) of Div. 2) was
2 percent of the market value of a vehicle, as specified in Section
10752 and 10752.1 as those sections read on January 1, 2004.
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{ii) The estimated total amount of revenue that is required to be
distributed from the Motor Vehicle License Fee Account in the
Transportation Tax Fund to the county, city and county, and each city
in the county for the 2004-05 fiscal year under Section 11005, as
that section read on the operative date of the act that amended this
clause.

(B) (i) Subject to an adjustment under clause (ii), for the
2005-06 fiscal year, the sum of the following two amounts:

(I) The difference between the following two amounts:

(Ia) The actual total amount of revenue that would have been
deposited to the credit of the Motor Vehicle License Fee Account in
the Transportation Tax Fund, including any amounts that would have
been certified to the Controller by the auditor of the County of
Ventura under subdivision (j) of Section 98.02, as that section read
on January 1, 2004, for distribution under the law as it read on
January 1, 2004, to the county, city and county, or city for the
2004-05 fiscal year if the fee otherwise due under the Vehicle
License Fee Law (Part 5 (commencing with Section 10701) of Division
2) was 2 percent of the market value of a vehicle, as specified in
Sections 10752 and 10752.1 as those sections read on January 1, 2004.

(Ib) The actual total amount of revenue that was distributed from
the Motor Vehicle License Fee Account in the Transportation Tax Fund
to the county, city and county, and each city in the county for the
2004-05 fiscal year under Section 11005, as that section read on the
operative date of the act that amended this sub-subclause.

(IT) The product of the following two amounts:

(ITa) The amount described in subclause (I).

(ITb) The percentage change from the prior fiscal year to the
current fiscal year in gross taxable assessed valuation within the
jurisdiction of the entity, as reflected in the equalized assessment
roll for those fiscal years. For the first fiscal year for which a
change in a city's jurisdictional boundaries first applies, the
percentage change in gross taxable assessed valuation from the prior
fiscal year to the current fiscal year shall be calculated solely on
the basis of the city's previous jurisdictional boundaries, without
regard to the change in that city's jurisdictional boundaries. For
each following fiscal year, the percentage change in gross taxable
assessed valuation from the prior fiscal year to the current fiscal
year shall be calculated on the basis of the city's current
jurisdictional boundaries.

(ii) The amount described in clause (i) shall be adjusted as
follows:

(I} If the amount described in subclause (I) of clause (i) for a
particular city, county, or city and county is greater than the
amount described in subparagraph (A) for that city, county, or city
and county, the amount described in clause (i) shall be increased by
an amount equal to this difference.

(IT) If the amount described in subclause (I) of clause (i) for a
particular city, county, or city and county is less than the amount
described in subparagraph (A) for that city, county, or city and
county, the amount described in clause (i) shall be decreased by an
amount equal to this difference.

(C) Por the 2006-07 fiscal year and for each fiscal year
thereafter, the sum of the following two amounts:

(i) The vehicle license fee adjustment amount for the prior fiscal
year, if Section 97.71 and clause (ii) of subparagraph (B) did not




apply for that fiscal year, for that city, county, and city and
county.

(ii) The product of the following two amounts:

(I) The amount described in clause (i).

(IT) The percentage change from the prior fiscal year to the
current fiscal year in gross taxable assessed valuation within the
jurisdiction of the entity, as reflected in the equalized assessment
roll for those fiscal years. For the first fiscal year for which a
change in a city's jurisdictional boundaries first applies, the
percentage change in gross taxable assessed valuation from the prior
fiscal year to the current fiscal year shall be calculated solely on
the basis of the city's previous jurisdictional boundaries, without
regard to the change in that city's jurisdictional boundaries. For
each following fiscal year, the percentage change in gross taxable
assessed valuation from the prior fiscal year to the current fiscal
year shall be calculated on the basis of the city's current
jurisdictional boundaries.

(2) "Countywide vehicle license fee adjustment amount" means, for
any fiscal year, the total sum of the amounts described in paragraph
(1) for a county or city and county, and each city in the county.

(3) On or before June 30 of each fiscal year, the auditor shall
report to the Controller the vehicle license fee adjustment amount
for the county and each city in the county for that fiscal year.

(d) For the 2005-06 fiscal year and each fiscal year thereafter,
the amounts determined under subdivision (a) of Section 96.1, or any
successor to that provision, shall not reflect, for a preceding
fiscal year, any portion of any allocation required by this section.

(e} For purposes of Section 15 of Article XI of the California
Constitution, the allocations from a Vehicle License Fee Property Tax
Compensation Fund constitute successor taxes that are otherwise
required to be allocated to counties and cities, and as successor
taxes, the obligation to make those transfers as required by this
section shall not be extinguished nor disregarded in any manner that
adversely affects the security of, or the ability of, a county or
city to pay the principal and interest on any debts or obligations
that were funded or secured by that city's or county's allocated
share of motor vehicle license fee revenues.

(f) This section shall not be construed to do any of the
following:

(1) Reduce any allocations of excess, additional, or remaining
funds that would otherwise have been allocated to county
superintendents of schools, cities, counties, and cities and counties
pursuant to clause (i) of subparagraph (B) of paragraph (4) of
subdivision (d) of Sections 97.2 and 97.3 or Article 4 (commencing
with Section 98) had this section not been enacted. The allocations
required by this section shall be adjusted to comply with this
paragraph.

(2) Require an increased ad valorem property tax revenue
allocation or increased tax increment allocation to a community
redevelopment agency.

(3) Alter the manner in which ad valorem property tax revenue
growth from fiscal year to fiscal year is otherwise determined or
allocated in a county.

(4) Reduce ad valorem property tax revenue allocations required
under Article 4 (commencing with Section 98).

(g} Tax exchange or revenue sharing agreements, entered into prior
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to the operative date of this section, between local agencies or
between local agencies and nonlocal agencies are deemed to be
modified to account for the reduced vehicle license fee revenues
resulting from the act that added this section. These agreements are
modified in that these reduced revenues are, in kind and in lieu
thereof, replaced with ad valorem property tax revenue from a Vehicle
License Fee Property Tax Compensation Fund or an Educational Revenue
Augmentation Fund.

SEC. 7. Section 97.71 of the Revenue and Taxation Code, as added
by Section 22 of Chapter 211 of the Statutes of 2004, is amended to
read:

97.71. Notwithstanding any other provision of law, for each of
the 2004-05 and 2005-06 fiscal years, all of the following apply:

(a) (1) The total amount of revenue required to be allocated to
each county and each city and county under Section 97.70 shall be
reduced by the dollar amount indicated as follows:

Property
Tax Reduction
per County

Alameda . .......0viiinnna. $ 14,993,115
Alpine ......iei i, 13,578
Amador ... e e e e 341,856
Butte ........uii .. e 1,968,640
Calaveras .......uiiinenenn 367,372
ColUSA v v it ittt e e e e e 227,244
Contra Costa .......c.cuiii.n.. 9,266,091
Del Norte .......c.iiiiiiienena, 260,620
El Dorado .........ciuiuieunne.. 1,465,981
Fresno ...... ¢t eeneeeeon 7,778,611
Glenn ....... ... ... 302,192
Humboldt ........... ... .o, 1,433,725
Imperial ........ i, 1,499,081
INYO i it e it e e e e e e e 188,370
2= o 6,684,032
Kings .. viiiiniiiie e, 1,409,501
Lake . ... e 531,524
Lassen ..........c.c.0iiiiiiian. 317,119
Los Angeles .......ciiiiiinnn. 103,217,625
Madera ........iiiiiiieinnann. 1,164,287
Mariml &ttt e et e e 2,369,777
MariposSa ... it 177,419
Mendocino ....... ... 997,570
Merced ......... e e e 2,211,012
ModoC ... i e e e 119,325
MOMO .ttt i i it e e e e e e e 92,964
Monterey .........c.ii i 3,789,991
Napa ...t i it e 1,128,692
Nevada . ....vii et 503,547
Orange . ... ... i 27,730,861
Placer ........ .. iiieeinein. 2,219,818
Plumas .. ... ittt 238,066
Riverside ..........cciviiieunn. 14,161,003
Sacramento ..... ... .., 12,232,737
San Benito .................... 477,872

San Bernardino ................ 16,361,855




San Diego ........... ... ... 27,470,228
San Francisco ................. 15,567,648
San Joaquin ... ..ceiiiieanean 6,075,964
San Luis Obispo ............... 2,350,289
San Mateo .......... . ..., 6,704,877
Santa Barbara .......cciiiia... 3,894,357
Santa Clara .......ivivuuunnn.. 17,155,293
Santa Cruz ..........oueiinennn. 2,433,423
Shasta ...ttt it eiennn 1,592,267
FSRNY o or- R 37,051
Siskiyou ... iviii i, 496,974
S0lano ... e e e 3,796,251
Sonoma .......... e e e 4,439,389
Stanislaus ..... .t 4,516,707
SUELEE ittt ittt e e 764,351
Tehama .......... ... 618,393
Trinity .....oiiiiiiiiiii, 104,770
Tulare .. ...t e e 3,781,964
TUOLUMIIE ...ttt ettt e et ceeannn 515,961
Ventura ........c.ciieeuinmeenenns 7,085,556
YOlo i e e e e e 1,735,079
D411 o - S 620,137

(2) The total amount of reductions for all counties and cities and
counties determined pursuant to this subdivision is three hundred
fifty million dollars ($350,000,000) for the 2004-05 fiscal year and
that same amount for the 2005-06 fiscal year.

(b} (1) The total amount of revenue required to be allocated to a
city and county under Section 97.70 shall be reduced by the product
of the following two amounts:

(A) The percentage represented by the following fraction:

(i) The numerator is the total amount of money allocated to the
city and county from the Motor Vehicle License Fee Account in the
Transportation Tax Fund for the 2002-03 fiscal year pursuant to
subdivision (c¢) of Section 11005, as reported in the State Controller'
s Monthly Motor Vehicle License Fee Reports for the 2002-03 fiscal
year.

(ii) The denominator is the total amount of money allocated among
all cities and cities and counties from the Motor Vehicle License Fee
Account in the Transportation Tax Fund for the 2002-03 fiscal year
pursuant to subdivision (c¢) of Section 11005, as reported in the
State Controller's Monthly Motor Vehicle License Fee Reports for the
2002-03 fiscal year.

(B) Three hundred fifty million dollars ($350,000,000).

(2) (A) The total amount of revenue required to be allocated to
each city under Section 97.70 shall be reduced by the sum of the
following three amounts:

(i) The product of the following two amounts:

(I) The percentage represented by the following fraction:

(Ia) The numerator is the total amount of money allocated to the
city from the Motor Vehicle License Fee Account in the Transportation
Tax Fund for the 2002-03 fiscal year, as reported in the State
Controller's Monthly Motor Vehicle License Fee Reports for the
2002-03 fiscal year.

(Ib) The denominator is the total amount of money allocated among
all cities from the Motor Vehicle License Fee Account in the
Transportation Tax Fund for the 2002-03 fiscal year, as reported in
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the State Controller's Monthly Motor Vehicle License Fee Reports for
the 2002-03 fiscal year.

(IT) The product of the following two amounts:

(ITa) Thirty-three and one-third percent.

(ITb) The difference between three hundred fifty million dollars
($350,000,000) and the amount described in paragraph (1).

(ii) The product of the following two amounts:

(I) The percentage represented by the following fraction:

(Ia) The numerator is the total amount of money transmitted to the
city under Section 7204 for the 2002-03 fiscal year, as reported in
Table 21A of the 2002-03 edition of the State Board of Equalization
Annual Report.

(Ib) The denominator is the total amount of money transmitted to
all cities under Section 7204 for the 2002-03 fiscal year, as
reported in Table 21A of the 2002-03 edition of the State Board of
Equalization Annual Report.

(IT) The product of the following two amounts:

(ITa) Thirty-three and one-third percent.

(IIb) The difference between three hundred fifty million dollars
($350,000,000) and the amount described in paragraph (1).

(iii) The product of the following two amounts:

(I) The percentage represented by the following fraction:

(Ia) The numerator is the total amount of ad valorem property tax
revenue allocated to the city for the 2002-03 fiscal year, as
reported in the 2001-02 edition of the State Controller's Cities
Annual Report.

(Ib) The denominator is the total amount of ad valorem property
tax revenue allocated among all cities for the 2002-03 fiscal year,
as reported in the 2001-02 edition of the State Controller's Cities
Annual Report.

(IT) The product of the following two amounts:

(ITa) Thirty-three and one-third percent.

(ITb) The difference between three hundred fifty million dollars
($350,000,000) and the amount described in paragraph (1).

(B) Notwithstanding subparagraph (A), the reduction required by
this paragraph for any city shall not be less than 2 percent, nor
more than 4 percent, of the general revenues of the city, as reported
in the 2001-02 edition of the State Controller's Cities Annual
Report. If the amount determined for a city under subparagraph (a)
exceeds 4 percent of the general revenues of the city, as reported in
the 2001-02 edition of the State Controller's Cities Annual Report,
the amount of that excess shall be allocated among the reductions
required for all other cities in percentage shares corresponding to
those reduction amounts.

(3) On or before September 15, 2004, the Controller shall notify
the auditor of each county and city and county of the reductions
required by this subdivision.

{4) The total amount of reductions for all cities and cities and
counties determined pursuant to this subdivision shall be three
hundred fifty million dollars ($350,000,000) for the 2004-05 fiscal !
year and that same amount for the 2005-06 fiscal year. ‘

(5) (A) In lieu of a reduction under paragraph (2), a city may
transmit to the county auditor for deposit in the county Educational
Revenue Augmentation Fund an amount equal to that reduction. For the
2004-05 fiscal year, if the county auditor does not receive a
payment under this paragraph from a city on or before October 1,
2004, the auditor shall make the reduction required by paragraph (2).
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For the 2005-06 fiscal year, if the county auditor does not receive
a payment under this paragraph from a city on or before October 1,
2005, the auditor shall make the reduction required by paragraph (2).

(B) Notwithstanding any other provision of law, to make the
transmittals authorized by this paragraph, a city may use any funds
or revenues, the use of which is not restricted by federal law or the
California Constitution.

(6) (A) Notwithstanding any other provision of law, a city that
has established a reserve for subsidence contingencies may, for the
2004-05 and 2005-06 fiscal years only, retain interest earned on that
reserve for the previous calendar year in an amount not to exceed
the amount of the reduction for that city regquired by this
subdivision.

(B) The Legislature finds and declares that the amounts retained
by a city pursuant to subparagraph (A) are in excess of trust needs
and are free from the public trust for navigation, commerce,
fisheries, and any other trust uses and restrictions.

(C) A city that has retained an amount under subparagraph (A)
shall, beginning with the 2006-07 fiscal year, repay to the reserve
for subsidence contingencies that amount so retained. The repayment
shall be made in annual increments, which increments shall not be
less than five hundred thousand dollars ($500,000), until the amount
retained by the city has been repaid. Those amounts repaid to the
reserve for subsidence contingencies are subject to the public trust
and shall be used only for the purposes prescribed by law for the
reserve.

(c) That amount of revenue that is not allocated to a county, city
and county, or a city as a result of subdivisions (a) and (b), and
that amount that is received by the county auditor under paragraph
(5) of subdivision (b), shall be deposited in the county Educational
Revenue Augmentation Fund and shall be allocated as specified in
subdivision (d) of Section 97.3.

(d) For the 2005-06 fiscal year and each fiscal year thereafter,
the amounts determined under subdivision (a) of Section 96.1, or any
successor to that provision, shall not reflect, for a preceding
fiscal year, any portion of any allocation required by this section.

SEC. 8. Section 97.72 of the Revenue and Taxation Code, as added
by Section 23 of Chapter 211 of the Statutes of 2004, is amended to
read:

97.72. Notwithstanding any other provision of law, for each of
the 2004-05 and 2005-06 fiscal years, all of the following apply:

{a) (1) (A) (i) Except as otherwise provided in clauses (ii) and
(iii), the total amount of ad valorem property tax revenue, other
than these revenues that are pledged to debt service, otherwise
allocated for each of those fiscal years to each enterprise special
district shall be reduced by the lesser of the following: !

(I) Forty percent of the amount of ad valorem property tax revenue |
of the district for the 2001-02 fiscal year, as reported in the
2001-02 edition of the State

Controller's Special Districts Annual Report.

(IT) An amount equal to 10 percent of that district's total
revenues for the 2001-02 fiscal year, from whatever source, as
reported in the 2001-02 edition of the State Controller's Special
Districts Annual Report.

(ii) The total amount of ad valorem property tax revenue otherwise




allocated for each of those fiscal years to each enterprise special
district that is a transit district shall be reduced by 3 percent of
the amount of ad valorem property tax revenue of the district for the
2001-02 fiscal year, as reported in the 2001-02 edition of the State
Controller's Special Districts Annual Report.

(iii) The total amount of ad valorem property tax revenue
otherwise allocated for each of those fiscal years to an enterprise
special district that also performs, as reported in the 2001-02
edition of the State Controller's Special Districts Annual Report,
nonenterprise functions other than fire protection or police
protection shall be decreased by both of the following, not to exceed
10 percent of a district's total revenues from whatever source, as
reported in the 2001-02 edition of the State Controller's Special
Districts Annual Report:

(I) Forty percent of the amount of ad valorem property tax revenue
of the district's enterprise functions for the 2001-02 fiscal year,
as reported in the 2001-02 edition of the State Controller's Special
Districts Annual Report.

(IT) Ten percent of the amount of ad valorem property tax revenue
of the district's nonenterprise functions for the 2001-02 fiscal
year, as reported in the 2001-02 edition of the State Controller's
Special Districts Annual Report.

(B} If an enterprise special district is located in more than one
county, the auditor of each county in which that enterprise special
district is located shall implement that portion of the total
reduction, required by subparagraph (A) with respect to that
district, determined by the ratio of the amount of ad valorem
property tax revenue allocated to that district from the county to
the total amount of ad valorem property tax revenue allocated to that
district from all counties. '

(2) The Controller shall determine the amount of the ad valorem
property tax revenue reduction required by paragraph (1) for each
enterprise special district in each county. The Controller shall
then determine whether the total amount of ad valorem property tax
revenue reductions under paragraph (1) and Section 97.73 is less than
three hundred fifty million dollars ($350,000,000). If, for either
the 2004-05 or 2005-06 fiscal year, the total of the amount of these
reductions is less than three hundred fifty million dollars
($350,000,000), the total amount of ad valorem property tax revenue
allocated to each enterprise special district, other than an
enterprise special district that is a transit district, shall be
reduced by an additional amount eqgual to that district's
proportionate share of the difference, provided that the total
reduction under this section for a district shall not exceed 10
percent of that district's revenue from whatever source for the
2001-02 fiscal year, as reported in the 2001-02 edition of the State
Controller's Special Districts Annual Report. If, as a result of
this 10-percent limitation, any portion of the difference remains
unapplied, that remaining portion shall, as many times as necessary,
be applied in proportionate shares among those enterprise special
districts, other than transit districts, for which the 10-percent
limitation has not been reached, until a three hundred fifty million
dollar reduction ($350,000,000) has been applied. The Controller
shall, on or before October 25, 2004, notify the Director of Finance
of the reduction amounts determined under this subdivision. The
Director of Finance shall, on or before November 12, 2004, notify
each county auditor of the allocation reductions required by this
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paragraph and Section 97.73.

(b} That amount of ad valorem property tax revenue that is not
allocated to an enterprise special district as a result of
subdivision (a) shall instead be deposited in the county Educational
Revenue Augmentation Fund and shall be allocated as specified in
subdivision (d) of Section 97.3.

{c) For purposes of this section, all of the following apply:

(1) “Enterprise gpecial district" means a special district that
performs, as reported in the 2001-02 edition of the State Controller'
s Special Districts Annual Report, an enterprise function.
"Enterprise special district" does not include a fire protection
district that was formed under the Shade Tree Law of 1909 set forth
in Article 2 (commencing with Section 25620) of Chapter 7 of Division
2 of Title 3 of the Government Code, a local health care district as
described in Division 23 (commencing with Section 32000) of the
Health and Safety Code, or a qualified special district as defined in
Section 97.34.

(2) With respect to an enterprise special district that also
performs, as reported in the 2001-02 edition of the State Controller'
s Special Districts Annual Report, a police protection nonenterprise
function with certified peace officers, as described in Chapter 4.5
(commencing with Section 830) of Title 3 of Part 2 of the Penal Code,
or a fire protection nonenterprise function, "the amount of ad
valorem property tax revenue of the district for the 2001-02 fiscal
year" does not include ad valorem property tax revenue of that
district for fire protection or police protection nonenterprise
functions, as reported in the 2001-02 edition of the State Controller!
5 Special Districts Annual Report.

(3) For purposes of this section, "revenues that are pledged to
debt service" includes only those amounts required as the sole source
of repayment to pay debt service costs in the 2002-03 fiscal year on
debt instruments issued by an enterprise special district for the
acquisition of fixed assets. For purposes of this paragraph, "fixed
assets" means land, buildings, equipment, and improvements, including
improvements to buildings.

(d) For the purposes of this section, if a special district's
financial transactions do not appear in the 2001-02 edition of the
State Controller's Special Districts Annual Report, the Controller
shall use the most recent data available for that district.

(e) For the 2005-06 fiscal year and each fiscal year thereafter,
the amounts determined under subdivision (a) of Section 96.1, or any
successor to that provision, shall not reflect, for a preceding
fiscal year, any portion of any allocation required by this section.

SEC. 9. Section 97.73 of the Revenue and Taxation Code, as added
by Section 24 of Chapter 211 of the Statutes of 2004, is amended to
read:

97.73. Notwithstanding any other provision of law, for each of
the 2004-05 and 2005-06 fiscal years, all of the following apply:

(a} (1) (A) The total amount of ad valorem property tax revenue,
other than those revenues that are pledged to debt service, otherwise
allocated for each of those fiscal years to each nonenterprise
special district shall be reduced by 10 percent of the amount of ad
valorem property tax revenue of the district for the 2001-02 fiscal
year, as reported in the 2001-02 edition of the State Controller's
Special Districts Annual Report.

(B) (i) Notwithstanding subparagraph (&), for the Laguna Niguel
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Community Service District in the County of Orange, the reduction
described in subparagraph (A) shall be 4 percent rather than 10
percent.

(ii) If the district described in clause (i) is not dissolved
before July 1, 2006, for each of the 2006-07 and 2007-08 fiscal
vears, the auditor shall reduce the total amount of ad valorem
property tax revenue, other than those revenues that are pledged to
debt service, otherwise allocated to that district for each of those
fiscal years by 6 percent of the amount of ad valorem property tax
revenue of the district for the 2001-02 fiscal year, as reported in
the 2001-02 edition of the State Controller's Special Districts
Annual Report.

(C) If a nonenterprise special district is located in more than
one county, the auditor of each county in which that nonenterprise
special district is located shall implement that portion of the total
reduction, required by subparagraph (A) with respect to that
district, determined by the ratio of the amount of ad valorem
property tax revenue allocated to that district from the county to
the total amount of ad valorem property tax revenue allocated to that
district from all counties.

(2) The Controller shall determine the amount of the ad valorem
property tax revenue reduction required by paragraph (1)} for each
nonenterprise special district in each county and notify the Director
of Finance of these amounts on or before October 25, 2004.

(b) That amount of ad valorem property tax revenue that is not
allocated to a nonenterprise special district as a result of
subdivision (a) shall instead be deposited in the county Educational
Revenue Augmentation Fund and shall be allocated as specified in
subdivision (d) of Section 97.3.

(c) For purposes of this section, all of the following apply:

(1) (A) "Nonenterprise special district" means a special district
that engages solely, as reported in the 2001-02 edition of the State
Controller's Special Districts Annual Report, in nonenterprise
functions, and a qualified special district as defined in Section
97.34.

(B) Notwithstanding any other provision of law, "nonenterprise
special district" does not include any of the following:

(i) A fire protection district that was formed under the Shade
Tree Law of 1909 set forth in Article 2 (commencing with Section
25620) of Chapter 7 of Division 2 of Title 3 of the Government Code.

(ii) A police protection district formed pursuant to Part 1
(commencing with Section 20000) of Division 14 of the Health and
Safety Code.

(iii) A fire protection district formed under the Fire Protection
District Law of 1987 (Part 2.7 (commencing with Section 13800) of
Division 12 of the Health and Safety Code) or a fire protection
district formed under the Fire Protection District Law of 1961, or
any of its statutory predecessors, and that existed on January 1,
1988.

(iv) Any library special district, including, but not limited to,
the following: .

(I) A county free library system established pursuant to Article 1
(commencing with Section 19100) of Chapter 6 of Part 11 of Division
1 of Title 1 of the Education Code.

(IT) A unified school district and union school district public
library district established pursuant to Chapter 3 (commencing with




Section 18300) of Part 11 of Division 1 of Title 1 of the Education
Code.

(ITI) A library district established pursuant to Chapter 8
(commencing with Section 19400) of Part 11 of Division 1 of Title 1
of the Education Code.

(Iv) A library district in unincorporated towns and villages
established pursuant to Chapter 9 (commencing with Section 19600) of
Part 11 of Division 1 of Title 1 of the Education Code.

(v) A memorial district formed pursuant to Article 1 (commencing
with Section 1170) of Chapter 1 of Part 2 of Division 6 of the
Military and Veterans Code.

{(vi) A mosquito abatement district or a vector control district
formed pursuant to Chapter 1 (commencing with Section 2000) of
Division 3 of the Health and Safety Code, or any predecessor to that
law.

(vii) The Glenn County Pest Abatement District and the East Side
Mosquito Abatement District formed pursuant to Chapter 8 {commencing
with Section 2800) of Division 3 of the Health and Safety Code.

(2) With respect to a nonenterprise special district that
performs, as reported in the 2001-02 edition of the State Controller!'
s Special Districts Annual Report, nonenterprise functions and police
protection services with certified peace officers, as described in
Chapter 4.5 (commencing with Section 830) of Title 3 of Part 2 of the
Penal Code, or nonenterprise functions and fire protection services,
"the amount of ad valorem property tax revenue of the district for
the 2001-02 fiscal year" does not include ad valorem property tax
revenue of that district for fire protection or police protection
nonenterprise functions, as reported in the 2001-02 edition of the
State Controller's Special Districts Annual Report.

(3) With respect to a nonenterprise special district formed
pursuant to Article 3 (commencing with Section 5500) of Chapter 3 of
Division 5 of the Public Resources Code that performs, as reported in
the 2001-02 edition of the State Controller's Special Districts
Annual Report, nonenterprise functions and police protection services
with certified peace officers, as described in Chapter 4.5
(commencing with Section 830) of Title 3 of Part 2 of the Penal Code,
or nonenterprise functions and fire protection services, "the amount
of ad valorem property tax revenue of the district for the 2001-02
fiscal year" does not include total expenditures net of total
revenues by that district for fire protection or police protection
nonenterprise functions, as reported in the 2001-02 edition of the
State Controller's Special Districts Annual Report.

(4) For purposes of this section, "revenues that are pledged to
debt service" includes only those amounts required as the sole source
of repayment to pay debt service costs in the 2002-03 fiscal year on
debt instruments issued by a nonenterprise special district for the
acquisition of fixed assets. For purposes of this paragraph, "fixed
assets" means land, buildings, equipment, and improvements, including
improvements to buildings.

(d) For the purposes of this section, if a special district's
financial transactions do not appear in the 2001-02 edition of the
State Controller's Special Districts Annual Report, the Controller
shall use the most recent data available for that district.

(e) For the 2005-06 fiscal year and each fiscal year thereafter,
the amounts determined under subdivision (a) of Section 96.1, or any
successor to that provision, shall not reflect, for a preceding
fiscal year, any portion of any allocation required by this section.
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SEC. 9.5. Section 97.74 of the Revenue and Taxation Code is
repealed.

SEC. 10. Section 7203.1 of the Revenue and Taxation Code, as
amended by Section 29.5 of Chapter 211 of the Statutes of 2004, is
amended to read:

7203.1. (a) Notwithstanding any other provision of law, during
the revenue exchange period only, the authority of a county or a city
under this part to impose a tax rate as specified in an oxrdinance
adopted pursuant to Sections 7202 and 7203 is suspended, and the tax
rate to be applied instead during that period under any ordinance as
so adopted is the applicable of the following:

(1) In the case of a county, 1 percent.

(2} In the case of a city, three-quarters of 1 percent or less.

(b) For purposes of this section, "revenue exchange period" means
the period on and after July 1, 2004, and before the first day of the
first calendar quarter commencing more than 90 days following a
notification to the board by the Director of Finance pursuant to
subdivision (b) of Section 99006 of the Government Code.

{c} Subdivision (a) is a self-executing provision that operates
without regard to any decision or act on the part of any local
government. A change in a local general tax rate resulting from
either the rate limitations applied by subdivision (a) or the end of
the revenue exchange period is not subject to voter approval under
either statute or Article XIII C of the California Constitution.

(d) Existing tax exchange or revenue sharing agreements, entered
into prior to the operative date of this section, between local
agencies or between local agencies and nonlocal agencies shall be
deemed to be temporarily modified to account for the reduction in
sales and use tax revenues resulting from this section, with those
reduced revenues to be replaced as may otherwise be provided by law.

SEC. 11. Section 10754.11 of the Revenue and Taxation Code, as
added by Section 35 of Chapter 211 of the Statutes of 2004, is
amended to read:

10754 .11. (a) (1) On August 15, 2006, the Controller shall
transfer from the General Fund to the Gap Repayment Fund, which is
hereby created in the State Treasury, an amount equal to the total
amount of offsets that were applied to new vehicle registrations
before October 1, 2003, and that were applied to vehicle license fees
with a due date before October 1, 2003, that were not transferred
into the Motor Vehicle License Fee Account in the Transportation Tax
Fund and the Local Revenue Fund due to the operation of Item
9100-102-0001 of Section 2.00 of the Budget Act of 2003. The amount
of this transfer shall include transfers not made for offsets applied
on or after June 20, 2003, transfers required under clause (iii) of
subparagraph (B) of paragraph (2) of subdivision (a) of Section 11000
as that section read on June 30, 2004, and the additional amounts
required to be transferred to the Local Revenue Fund pursuant to
paragraph (2) of subdivision (a) of Section 11001.5 and paragraph (2)
of subdivision {(d) of that same section, less any amount that was
appropriated under clause (iii) of subparagraph (D) of paragraph (3)
of subdivision (a) of Section 10754, as that section read on June 30,
2004 . ,

(2) The Controller may make the transfer required by paragraph (1)
prior to August 15, 2006, if that transfer is authorized by the
Legislature.
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(b) Moneys in the Gap Repayment Fund are hereby appropriated to
the Controller for allocation by the Controller to each city, county,
and city and county in an amount equal to the amount that was not
allocated to each of these entities due to the operation of Item
9100-102-001 of Section 2.00 of the Budget Act of 2003, less any
amount that was allocated to each entity under clause (ii) of
subparagraph (D) of paragraph (3) of subdivision (a) of Section
10754, as that section read on June 30, 2004.

(c) This section is operative for the period beginning on and
after July 1, 2004.

SEC. -12. Section 11001.5 of the Revenue and Taxation Code, as
amended by Section 37 of Chapter 211 of the Statutes of 2004, is
amended to read:

11001.5. (a) (1) Notwithstanding Section 11001, and except as
provided in paragraph (2) and in subdivisions (b) and (d), 24.33
percent, and on and after July 1, 2004, 74.9 percent, of the moneys
collected by the department under this part shall be reported monthly
to the Controller, and at the same time, deposited in the State
Treasury to the credit of the Local Revenue Fund, as established
pursuant to Section 17600 of the Welfare and Institutions Code. All
other moneys collected by the department under this part shall
continue to be deposited to the credit of the Motor Vehicle License
Fee Account in the Transportation Tax Fund and first allocated to the
County of Orange as provided in subdivision (a) of Section 11005 and
as necessary for the service of indebtedness as pledged by Sections
25350.6 and 53585.1 of the Government Code and in accordance with
written instructions provided by the Controller under Sections
25350.7, 25350.9, and 53585.1 of the Government Code, and the balance
shall be allocated to each city and city and county as otherwise
provided by law.

(2) For the period beginning on and after July 1, 2003, and ending
on February 29, 2004, the Controller shall deposit an amount equal
to 28.07 percent of the moneys collected by the department under this
part in the State Treasury to the credit of the Local Revenue Fund.
All other moneys collected by the department under this part shall
continue to be deposited to the credit of the Motor Vehicle License
Fee Account in the Transportation Tax Fund and allocated to each
city, county, and city and county as otherwise provided by law.

{b) Notwithstanding Section 11001, net funds collected as a result
of procedures developed for greater compliance with vehicle license
fee laws in order to increase the amount of vehicle license fee
collections shall be reported monthly to the Controller, and at the
same time, deposited in the State Treasury to the credit of the
Vehicle License Fee Collection Account of the Local Revenue Fund as
established pursuant to Section 17600 of the Welfare and Institutions
Code. All revenues in excess of fourteen million dollars
($14,000,000) in any fiscal year shall be allocated to cities and
cities and counties as specified in subdivisions (b) and (c) of
Section 11005.

(c) Notwithstanding Section 11001, 25.72 percent of the moneys
collected by the department on or after August 1, 1991, and before
August 1, 1992, under this part shall be reported monthly to the
Controller, and at the same time, deposited in the State Treasury to
the credit of the Local Revenue Fund, as established pursuant to
Section 17600 of the Welfare and Institutions Code. All other moneys
collected by the department under this part shall continue to be
deposited to the credit of the Motor Vehicle License Fee Account in
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the Transportation Tax Fund and allocated to each city, county, and
city and county as otherwise provided by law.

(d) Notwithstanding any other provision of law, both of the
following apply:

(1) This section is operative for the period beginning on and
after March 1, 2004.

(2} It is the intent of the Legislature that the total amount
deposited by the Controller in the State Treasury to the credit of
the Local Revenue Fund for the 2003-04 fiscal year be equal to the
total amount that would have been deposited to the credit of the
Local Revenue Fund if paragraph (1) of subdivision (a) was applied
during that entire fiscal year. The department shall calculate and
notify the Controller of the adjustment amounts that are required by
this paragraph to be deposited in the State Treasury to the credit of
the Local Revenue Fund. The amounts deposited in the State Treasury
to the credit of the Local Revenue Fund pursuant to this paragraph
shall be deemed to have been deposited during the 2003-04 fiscal
year.

(e) This section does not amend nor is it intended to amend or
impair Section 25350 and following of, Section 53584 and following
of, the Government Code, or any other statute dealing with the
interception of funds.

SEC. 13. Section 11005 of the Revenue and Taxation Code, as added
by Section 40 of Chapter 211 of the Statutes of 2004, is amended to
read:

11005. After payment of refunds therefrom and after making the
deductions authorized by Section 11003 and reserving the amount
determined necessary by the Pooled Money Investment Board to meet the
transfers ordered or proposed to be ordered pursuant to Section
16310 of the Government Code, commencing with the 2004-05 fiscal
year, the balance of all motor vehicle license fees and any other
money appropriated by law for expenditure pursuant to this section
and deposited to the credit of the Motor Vehicle License Fee Account
in the Transportation Tax Fund and remaining unexpended therein at
the close of business on the last day of the calendar month, shall be
allocated by the Controller by the 10th day of the following month
in accordance with the following:

(a) First, to the County of Orange. For the 2004-05 fiscal year,
that county shall be allocated fifty-four million dollars
($54,000,000) in monthly installments. For the 2005-06 fiscal year
and each fiscal year thereafter, that county shall receive, in
monthly installments, an amount equal to the amount allocated under
this section for the prior fiscal year, adjusted for the percentage
change in the amount of revenues credited to the Motor Vehicle
License Fee Account in the Transportation Tax Fund from the revenues
credited to that account in the prior fiscal year. Moneys allocated
to the County of Orange under this subdivision shall be used first
for the service of indebtedness as provided in paragraph (1) of
subdivision (a) of Section 11001.5. Any amounts in excess of the
amount required for this service of indebtedness may be used by that
county for any lawful purpose.

(b) Second, to each city, the population of which is determined
under Section 11005.3 on August 5, 2004, in an amount equal to the
additional amount of vehicle license fee revenue, including offset
transfers, that would be allocated to that city under Sections 11000
and 11005, as those sections read on January 1, 2004, as a result of
that city's population being determined under Section 11005.3.




(¢} Third, to the cities and cities and counties of this state in
the proportion that the population of each city or city and county
bears to the total population of all cities and cities and counties
in this state, as determined by the population research unit of the
Department of Finance. For the purpose of this subdivision, the
population of each city or city and county is that determined by the
lJast federal decennial or special census, or a subsequent census
validated by the demographic research unit or subsequent estimate
prepared pursuant to Section 2107.2 of the Streets and Highways Code.

SEC. 14. The Legislature finds and declares all of the following:

(a) (1) This act would, by means of provisions relating to the
allocation of property tax and vehicle license fee revenues,
comprehensively revise and reform local government finance.

(2) The Local Taxpayers and Public Safety Protection Act, which
appears as Proposition 65 on the November 2, 2004, general election
ballot {(hereafter Proposition 65), would suspénd the effect and
operation of any interim statute, as defined in Proposition 65,
pending the approval of that interim statute in a specified manner by
the statewide electorate at the first statewide election occurring
after that statute takes effect.

(3) This act comprehensively revises and reforms local government
finance by means of various provisions that take effect between
November 1, 2003, and November 3, 2004, and that, if proposed on or
after November 3, 2004, would be subject to voter approval under
Section 1 of Article XIII E of the California Constitution, as added
by Proposition 65, should that measure be approved by the voters and
take effect.

(4) Therefore, this act is in its entirety an interim statute
within the meaning of Proposition 65, the effect and operation of
which is suspended pending voter approval as required by that
measure, should that measure be approved by the voters and take
effect.

{b} (1) Chapter 211 of the Statutes of 2004 added Section 97.70
to, amended Section 10754 of, and repealed Section 11000 of, the
Revenue and Taxation Code. The amendments made to Section 10754 of,
and the repeal of Section 11000 of, the Revenue and Taxation Code
deleted provisions relating to allocations

of state General Fund revenues that were previously
required to be made to cities, counties, and cities and counties to
compensate these entities for revenue losses resulting from offsets
to the vehicle license fee. Beginning with the 2004-05 fiscal year,
Section 97.70 of the Revenue and Taxation Code provides ad valorem
property tax revenues to cities, counties, and cities and counties in
lieu of these allocations of state General Fund revenues.

(2) Therefore, it is the intent of the Legislature in enacting
this act and Chapter 211 of the Statutes of 2004 to ensure that, for
the 2004-05 fiscal year and each fiscal year thereafter, no state
General Fund revenues be allocated to cities, counties, and cities
and counties to compensate these entities for offsets to the vehicle
license fee, except as otherwise provided by Section 10754.11 of the
Revenue and Taxation Code.

SEC. 15. Notwithstanding Section 17610 of the Government Code, if
the Commission on State Mandates determines that this act contains
costs mandated by the state, reimbursement to local agencies and
school districts for those costs shall be made pursuant to Part 7
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{(commencing with Section 17500) of Division 4 of Title 2 of the
Government Code. If the statewide cost of the claim for
reimbursement does not exceed one million dollars ($1,000,000),
reimbursement shall be made from the State Mandates Claims Fund.
SEC. 16. This act is an urgency statute necessary for the
immediate preservation of the public peace, health, or safety within
the meaning of Article IV of the Constitution and shall go into
immediate effect. The facts constituting the necessity are:

In order to enact the statutory changes needed to implement the
Budget Act of 2004 to allow the state and local governments to
preserve the public peace, health, and safety, it is necessary that
this act take effect immediately.

-129-




Assembly Bill No. 1766

CHAPTER 162

An act to add Section 97.68 to the Revenue and Taxation Code,
relating to local government finance, and declaring the urgency thereof,
to take effect immediately.

[Approved by Governor August 2, 2003. Filed with
Secretary of State August 2, 2003.]

LEGISLATIVE COUNSEL'S DIGEST

AB 1766, Committee on Budget. Local government finance.

Existing property tax law requires the county auditor, in each fiscal
year, to allocate property tax revenue to local jurisdictions in accordance
with specified formulas and procedures, and generally requires that each
Jjurisdiction be allocated an amount equal to the total of the amount of
revenue allocated to that jurisdiction in the prior fiscal year, subject to
certain modifications, and that jurisdiction’s portion of the annual tax
increment, as defined. Existing property tax law also reduces the
amounts of ad valorem property tax revenue that would otherwise be
annually allocated to the county, cities, and special districts pursuant to
these general allocation requirements by requiring, for purposes of
determining property tax revenue allocations in each county for the
1992-93 and 1993-94 fiscal years, that the amounts of property tax
revenue deemed allocated in the prior fiscal year to the county, cities, and
special districts be reduced in accordance with certain formulas. It
requires that the revenues not allocated to the county, cities, and special
districts as a result of these reductions be transferred to the Educational
Revenue Augmentation Fund in that county for allocation to school
districts, community college districts, and the county office of
education,

This bill would, for the fiscal adjustment period, as defined, decrease
the amount of ad valorem property tax revenue allocated to a county’s
Educational Revenue Augmentation Fund by the countywide
adjustment amount, as defined, and require this amount to be allocated
instead to the Sales and Use Tax Compensation Fund, which this bill
would create in each county. This bill would, during this same period,
also require the county auditor to allocate moneys from the Sales and Use
Tax Compensation Fund to cities and counties to reimburse these entities
for local tax revenue losses resulting from a specified statute, as
provided.
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By imposing new allocation dutics upon local tax officials in the
annual allocation of ad valorem property tax revenues, this bill would
impose a state-mandated local program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement, including the creation of a State Mandates Claims Fund
to pay the costs of mandates that do not exceed $1,000,000 statewide and
other procedures for claims whose statewide costs exceed $1,000,000.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
reimbursement for those costs shall be made pursuant to these statutory
provisions.

This bill would take effect immediately as an urgency statute.

The people of the State of California do enact as follows:

SECTION 1. Section 97.68 is added to the Revenue and Taxation
Code, to read:

97.68. Notwithstanding any other provision of law, in allocating ad
valorem property tax revenue allocations for each fiscal year during the
fiscal adjustment period, all of the following apply:

(a) (1) The total amount of ad valorem property tax revenue
otherwise required to be allocated to a county’s Educational Revenue
Augmentation Fund shall be reduced by the countywide adjustment
amount.

(2) The countywide adjustment amount shall be deposited in a Sales
and Use Tax Compensation Fund that shall be established in the treasury
of each county.

(b) For purposes of this section, the following definitions apply:

(1) “Fiscal adjustment period” means the period beginning with the
200405 fiscal year and continuing through the fiscal year in which the
Director of Finance notifies the State Board of Equalization pursuant to
subdivision (b) of Section 99006 of the Government Code.

(2) “Countywide adjustment amount™ means the combined total
revenue loss of the county and each city in the county that is annually
estimated by the Director of Finance, based on the taxable sales in that
county in the prior fiscal year as determined by the State Board of
Equalization and reported to the director on or before August 15 of each
fiscal year during the fiscal adjustment period, to result for each of those
fiscal years from the 0.5 percent reduction in local sales and use rate tax
authority applied by Section 7203.1.
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(c) For each fiscal year during the fiscal adjustment period, moneys
in the Sales and Use Tax Compensation Fund shall be allocated among
the county and the cities in the county, and those allocations shall be
subsequently adjusted, as follows:

(1) The Director of Finance shall, on or before September 1 of each
fiscal year during the fiscal adjustment period, notify each county
auditor of that portion of the countywide adjustment amount for that
fiscal year that is attributable to the county and to each city within that
county.

(2) The county auditor shall allocate revenues in the Sales and Use
Tax Compensation Fund among the county and cities in the county in the
amounts described in paragraph (1). The auditor shall allocate one-half
of the amount described in paragraph (1) in each Janvary during the fiscal
adjustment period and shall allocate the balance of that amount in each
May during the fiscal adjustment period.

(3) After the end of each fiscal year during the fiscal adjustment
period, other than a fiscal year subject to subdivision (d), the Director of
Finance shall, based on the actual taxable sales for the prior fiscal year,
recalculate each amount estimated under paragraph (1) and notify the
county auditor of the recalculated amount.

(4) If the amount recalculated under paragraph (3) for the county or
any city in the county is greater than the amount allocated to that local
agency under paragraph (2), the county auditor shall, in the fiscal year
next following the fiscal year for which the allocation was made, transfer
an amount of ad valorem property tax revenue equal to this difference
from the Sales and Use Tax Compensation Fund to that local agency.

(5) If the amount recalculated under paragraph (3) for the county or
any city in the county is less than the amount allocated to that local
agency under paragraph (2), the county auditor shall, in the fiscal year
next following the fiscal year for which the allocation was made, reduce
the total amount of ad valorem property tax revenue otherwise allocated
to that city or county from the Sales and Use Tax Compensation Fund
by an amount equal to this difference and instead allocate this difference
to the county Educational Revenue Augmentation Fund.

(6) If there is an insufficient amount of moneys in a county’s Sales and
Use Tax Compensation Fund to make the transfers required by
paragraph (4), the county auditor shall transfer from the county
Educational Revenue Augmentation Fund an amount sufficient to make
the full amount of these transfers.

(d) (1) If Section 7203.1 ceases to be operative during any calendar
quarter that is not the calendar quarter in which the fiscal year begins,
the excess amount, as defined in paragraph (2), of the county and each

95

-132-




Ch. 162 4

city in the county shall be reallocated from each of those local agencies
to the Educational Revenue Augmentation Fund.

(2) For purposes of this subdivision, ‘“excess amount” means the
product of both of the following:

(A) The total amount of ad valorem property tax revenue allocated to
that local agency pursuant to paragraph (2) of subdivision (c).

(B) That percentage of the fiscal year in which Section 7203.1 is not
operative.

(e) For the 2005-06 fiscal year and each fiscal year thereafter, the
amounts determined under subdivision (a) of Section 96.1, or any
successor to that provision, may not reflect any portion of any property
tax revenue allocation required by this section for a preceding fiscal year.

(f) This section may not be construed to do any of the following:

(1) Reduce any allocations of excess, additional, or remaining funds
that would otherwise have been allocated to cities, counties, cities and
counties, or special districts pursuant to clause (i) of subparagraph (B)
of paragraph (4) of subdivision (d) of Section 97.2 and clause (i) of
subparagraph (B) of paragraph (4) of subdivision (d) of Section 97.3, had
this section not been enacted. The allocation made pursuant to
subdivisions (a) and (c) shall be adjusted to comply with this paragraph.

(2) Require an increased ad valorem property tax revenue allocation
to a community redevelopment agency.

(3) Alter the manner in which ad valorem property tax revenue
growth from fiscal year to fiscal year is determined or allocated in a
county.

SEC. 2. Existing tax exchange or revenue sharing agreements,
entered into prior to the operative date of this act, between local agencies
or between local agencies and nonlocal agencies shall be deemed to be
temporarily modified to account for the reduced sales and use tax
revenues, resulting from the temporary reduction in the local sales and
use tax rate, with those reduced revenues to be replaced in kind by
property tax revenue from a Sales and Use Tax Compensation Fund or
an Educational Revenue Augmentation Fund, on a temporary basis, as
provided by this act.

SEC. 3. Notwithstanding Section 17610 of the Government Code,
if the Commission on State Mandates determines that this act contains
costs mandated by the state, reimbursement to local agencies and school
districts for those costs shall be made pursuant to Part 7 (commencing
with Section 17500) of Division 4 of Title 2 of the Government Code.
If the statewide cost of the claim for reimbursement does not exceed one
million dollars ($1,000,000), reimbursement shall be made from the
State Mandates Claims Fund.
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SEC. 4. This act is an urgency statute necessary for the immediate
preservation of the public peace, health, or safety within the meaning of
Article IV of the Constitution and shall go into immediate effect. The
facts constituting the necessity are:

In order to enact the necessary statutory changes to implement the
Budget Act of 2003 to allow the state to provide essential public services
that are needed to maintain the public peace, health, and safety, it is
necessary that this act take effect immediately.
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COUNTY OF LOS ANGELES -135-
DEPARTMENT OF AUDITOR-CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 90012-2766

PHONE: (213) 974-8301 FAX: (213) 626-5427

J. TYLER McCAULEY
AUDITOR-CONTROLLER

County of Los Angeles Test Claim
Accounting for Local Revenue Realignment

Declaration of Leonard Kaye
Leonard Kaye makes the following declaration and statement under oath:

I, Leonard Kaye, SB 90 Coordinator, in and for the County of Los Angeles, am
responsible for filing test claims, reviews of State agency comments, Commission
staff analysis, and for proposing parameters and guidelines (P's& G's) and
amendments thereto, all for the complete and timely recovery of costs mandated by
the State. Specifically, I have prepared the subject test claim.

I declare that it is my information and belief that on September 1, 2004, the County
of Los Angeles began performing new accounting duties and incurring costs as a
result of comprehensive revisions to local government finances under statutes
claimed herein: Chapter 211, Statutes of 2004 [SB1096], Chapter 610, Statutes of
2004 [AB 2115], and Chapter 162, Statutes of 2003 [AB 1766]; and, that the test
claim legislation imposed duties, not required under prior law, as follows:

1. Property taxes - Educational Revenue Augmentation Fund
[ERAF]. The test claim legislation requires additional shifts to
ERAF accounts, not required under prior law. The 1992-93 ERAF
shift is now being called ERAF I; the 1993-94 ERAF shift is now
being called ERAF II. The State Department of Finance has
provided guidance on the amounts and timing of the new ERAF III
shifts for local jurisdictions. These shifts will only be implemented
by local taxing agencies for 2004/05 and 2005/06. It should be
noted that cities, counties, redevelopment agencies, special districts,
and joint county special districts are included in ERAF III. As the
shifted payment criterion for each type of taxing agency is different,
this shifting process is complex. The specific elements of the
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process are detailed in the following provisions of the test claim
legislation: Health & Safety Code [H&S] Section 33681.12 added
by Statutes of 2004, Chapter 211 [SB1096] and amended by
Statutes of 2004, Chapter 610 [AB 2115]1 H&S Sections 33681.13,
33681.14 as added by SB 1096; H&S Section 33681.15 added by
AB 2115; Revenue & Taxation Code [R&T] Sections 97.75, 97.77
added by SB 10961 R&T Sections 97.31, 98.02, as amended by
SB1096; R&T Sections 97.71, 97.72, 97.73 as added by SB 1096
and amended by AB 2115.

2. Motor Vehicle License Fee [MVLF] Swap — The motor vehicle
license fee swap for property taxes is to be a permanent swap. The
State Department of Finance provided county Auditors with
estimated 2004-05 amounts to be taken from the ERAF Fund for the
counties and cities. A one-time “true-up” will be made in 2005-06
and then the MVLF Swap amount will grow as the agency’s
assessed value grows. Growth calculations should be made
beginning in 2005/06 and each following year. The calculation is to
be based on the percentage change in gross taxable assessed value
from the prior fiscal year to the current fiscal year using the city’s
prior jurisdictional boundaries (growth is without annexed areas).
The specific elements of the process are detailed in the following
provisions of the test claim legislation: Revenue & Taxation Code
[R&T] Sections 96.81, 97.76 added by SB 1096; R&T Sections
97.70 as added by SB 1096 and amended by AB 2115.

3. Triple Flip (0.25% Reduction to Bradley-Burns Sales Tax
Authority) — The State will take 0.25% of local sales and use tax to
repay its Economic Recovery Bonds. The local counties and cities
will be reimbursed for this loss from the ERAF Fund. This
reimbursement will continue until the State bonds are paid. The
State will replace the schools’ appropriated ERAF funds with State
general fund monies. The specific elements of the process are
detailed in the following provisions of the test claim legislation:
R&T Section 97.68 added by Statutes of 2003, Chapter 162 [AB
1766] and amended by SB 1096.

I declare that it is my information and belief that in making the required allocation
changes, substantial work is performed which was not required under prior law.
Not only is each affected local unit’s property tax collection and distribution
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factors and percentage formulas modified in accordance with the test claim
legislation, but also, continuous monitoring of revenue transfers into and out of
specific affected local unit revenue accounts is necessary. This substantial work is
necessary to ensure (to State agencies) that a specific local units’ actual tax
revenue (collections and transfers) throughout the year met new target tax revenue
allocations under the test claim legislation.

I declare that it is my information and belief that in order to develop and
implement an ancillary tax revenue allocation system in compliance with the
subject test claim legislation, new and additional work was performed, as detailed
in the attached test claim, including work performed to plan, implement, report,
distribute and administer local realignments in accordance with the test claim
legislation.

I declare that it is my information and belief that the cost studies conducted to
measure costs incurred in 2004-05 and to be incurred in 2005-06 for Los Angeles
County and 23 other counties reasonably reflect the costs incurred as an
unavoidable result of complying with the test claim legislation.

I declare that it is my information and belief that in performing necessary work
pursuant to the test claim legislation; costs well in excess of $1,000 per annum are
incurred and that such costs exceed the minimum cost that must be incurred to file a
test claim in accordance with Government Code Section 17564(a).

I declare that it is my information and belief that the County’s State mandated
duties and resulting costs in implementing the subject law require the County to
provide new State-mandated services and thus incur costs which are, in my opinion,
reimbursable "costs mandated by the State", as defined in Government Code section
17514:

" ' Costs mandated by the State' means any increased costs which a local
agency or school district is required to incur after July 1, 1980, as a result
of any statute enacted on or after January 1, 1975, or any executive order
immplementing any statute enacted on or after January 1, 1975, which
mandates a new program or higher level of service of an existing
program within the meaning of Section 6 of Article XIII B of the
California Constitution."

I declare that I searched the Commission on State Mandates [Commission] web site
for prior Commission decisions pertinent to this test claim seeking reimbursement
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for accounting duties in allocating property tax revenues; and, found Commission’s
CSM - 4448 decision [attached on pages 137-151 of Volume II}; and, that it is my
information and belief that this decision, on page 149, affirms and supports
claimants contentions in this matter with respect to finding [on page 149] that
reimbursable “costs mandated by the State” were incurred when performing
property tax allocations, similar to those claimed herein.

I declare that it is my information and belief that the funding disclaimer that the
County may charge a fee to cover its increased costs [Section 17556(d) of the
Government Code] is not available as Revenue and Taxation Code Section 97.75,
included as part of the test claim legislation expressly provides that:

“Notwithstanding any other provision of law, for the 2004-05 and
2005-06 fiscal years, a county shall not impose a fee, charge, or
other levy on a city, nor reduce a city's allocation of ad valorem
property tax revenue, in reimbursement for the services
performed by the county under Sections 97.68 and 97.70. For the
2006-07 fiscal year and each fiscal year thereafter, a county may
impose a fee, charge, or other levy on a city for these services,
but the fee, charge, or other levy shall not exceed the actual cost
of providing these services.” [Emphasis added]

I declare that it is my information and belief that the current funding disclaimer that
the test claim legislation “imposes duties that are necessary to implement,
reasonably within the scope of, or expressly included in a ballot measure approved
by the voters in a statewide or local election ...” [Government Code Section
17556(f)] is not available to bar recovery of otherwise reimbursable costs as the test
claim legislation is a comprehensive revision to local government finances ... *, as
stated in the Senate Floor Analysis of SB 1096, as attached hereto, on page 157 of
Volume II; and, consequently such comprehensive revisions are outside the scope
of, and not encompassed in, Propositions 1A [attached in Volume II on pages 163-
1641 or Proposition 57 [attached in Volume II on pages 165-170].

I declare that it is my information and belief that the current funding disclaimer that
the test claim legislation “imposes duties that are necessary to implement,
reasonably within the scope of, or expressly included in a ballot measure approved
by the voters in a statewide or local election ...” [Government Code Section
17556(1)] is also not available to bar recovery of otherwise reimbursable costs as
the test claim legislation implements the State Budget Act of 2004, not voter
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initiatives, as the Budget Committee Analysis for AB 2115, [on page 162 of
Volume II], plainly states that:

“ The 2004-05 budget includes $1.3 billion of annual General Fund
(GF) savings in 2004-05 and 2005-06 by reducing property tax
revenues to, or shifting them from, local government. These savings
were implemented by SB 1096. Subsequent to enactment of SB 1096, a
number of errors, omissions, and necessary revisions have been
identified. This cleanup bill addresses various technical issues raised
by local governments, the State Controller's Office, the Board of
Equalization, and legislative staff. The bill was developed with the
participation of bipartisan Assembly and Senate staff as well as the
Administration.” :

I declare that I am personally conversant with the foregoing facts and if required, I
could and would testify to the statements made herein.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct of my own knowledge, except as to matters which are
stated as information and belief, and as to those matters I believe them to be true.

55 __f{__r,;‘____éﬂ%ﬁ;@,/,a; Cf “%/ <
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BEFORE THE

COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

Claim of:

County of Los Angeles

Claimant

No. CSM-4448

Revenue and Taxation Code
Sections 95, 95.1, 97, 97.01, 97.02,
97.03, 97.035, 97.04, 97.43, 975,
98, and 99

Chapter 697, 699, 700, 899, 1369,
Statutes of 1992

Chapter 66, 68, 904, 905, 1279,
Statutes of 1993

Allocation of Property Tax Revenues

DECISION

The attached Proposed Statement of Decision of the Commission on State Mandates is hereby

adopted by the Commission on State Mandates as its decision in the above-entitled matter.,

This Decision shall become effective on

IT IS SO ORDERED October 18, 1994.

October 18, 1994.




Hearing: October 18, 1994
File, Number: CSM-4448
Staff: sharlese T, Steed

g:\sts\erafallo\sod. rov

PROPOSED STATEMENT OF DECISION
ADOPTED MANDATE
Revenue and Taxation Code
Sections 95, 95.1, 97, 97.01,
'97.02, 97.03, 97.035, 97.04, 97.43,97.5,98, and 99,
Added and Amended By
Chapter 697, Statutes of 1992, Chapter 699, Statutes of 1992,
Chapter 700, Statutes of 1992, Chapter 899, Statutes of 1992,
Chapter 1369, Statutes of 1992, Chapter 66, Statutes of 1993,
Chapter 68, Statutes of 1993, Chapter 904, Statutes of 1993,
Chapter 905, Statutes of 1993, Chapter 1279 Statutes of 1993

Allocation of Property Tax Revenues

E. -::HI'I”E S mmary

The Commission on State Mandates at its hearing of July 21, 1994, determined that a
reimbursable state mandated program is imposed upon counties pursuant to certain provisions of
Revenue and Taxation Code sections 97, 97.01, 97.02, 97.03, 97.035, 97.5, 98, and 99, as added
and amended by Chapter 697, Statutes of 1992, and other specified chaptered statutes. The
reimbursable costs related to such programs are limited to those costs that apply to school districts
since counties are specifically prohibited from charging school districts for their administrative
costs of allocating property tax revenues to school districts. In addition, the Commission
determined that Revenue and Taxation Code sections 95, 95.1, 97.04, and 97.43, as added and
amended by Chapter 697, Statutes of 1992, and other specified chaptered statutes, do not impose

a reimbursable state mandated program upon counties. _

Member Shuman moved to adopt the staff recommendation. Member Lucas seconded the motion.
The vote on the motion was unanimous. The motion carried.

Staff has prepared the attached proposed statement of decision which identifies the basis far the
Com mission 's decision.

70007
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BEFORE THE
COMMISSION ON STATE MANDATES

STATE OF CALIFORNIA

, { No. CS M-444.8
Claim of; ) Revenue and Taxation Cede
) Sections 95, 95.1, 97, 97.01, 97.02,
) 97.03, 97.035, 97.04, 9743, 975,
, ) 98, and 99
County of Los Angeles ) Chapter 697,'699, 700, 899, 1369,
) statutes of 1992
_ ) Chapter 66, 68, 904, 905, 1279,
Claimant ) Statutes of 1993
) Allocation of Property Tax Revenues
)
)
)

PROPQSED STATEMENT QF DECISION
This claim was heard by the Commission on State Mandates (Commission) on July 21, 1994, in

Sacramento, California, during a regularly scheduled hearing.

Mr. Leonard Kaye appeared on behalf of the County of Los Angeles, Ms. Marianne Reich

appeared on behalf of the Auditor-Controller Department, County of Los Angeles, and
Mr. James Apps appeared on behalf of the Department of Finance. Evidence both oral and
documentary having been introd uced, the matter submitted, and vote taken, the Commissiop finds:

I1SSUE
Do the provisions of Revenue and Taxation Code sections 95, 95.1, 97, 97.07, 97.02, 97.03,

97.035, 97.04, 97.43, 97.5, 98, and 99, as added and amended by Chapter 697, Statutes of

1992, and other specified chaptered statutes, require local agencies to implement a new program

or provide a higher level of service in an existing program within the meaning of section 6 article

XIIIB of the California Constitution and Government Code section 175 149

/
1
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The test claim was filed with the Commission on December 27, 1993, by the County of Los

Angeles.

The elements for filing a test claim, as specified in section 1183 of Title 2 of the California Code

of Regulations, were satisfied.

Revenue & Taxation Code Sections 95 and 95.1
The Commission noted that Revenue & Taxation Code sections 95, amended by Chapter 1369,

Statutes of 1992, and 95.1, amended by Chapter 68, Statutes of 1993, define specified terms, and

that these definitions, in and of themselves, cannot be found to impose a new program or higher

level of service upon a local agency.

Revenue & Taxation Code Section 97
Revenue and Taxation Code section 97, amended by Chapters 697 and 699, .Statutes of 1992,

states in pertinent part:

"(e)(3)  The county shall use the additional revenue received pursuant to this
subdivision only to fund the actual costs of assessing, collecting,
and allocating property taxes. At least once each fiscal year, the
county auditor shall report the amount of these actual costs and
allowable overhead costs to the legislative body and any other
jurisdiction or person that request the information. To the extent
that actual costs for assessing, collecting, and allocating property
taxes plus allowable overhead costs are less than the amount
determined ll:l)ursuant to paragraph (2), the county auditor shall
apportion the difference to each incorporated city as otherwise

required by this section.

L I R I A R B I |
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It is the intent of the Legislature in enacting this subdivision to
recognize that since the adoption of Article XIII A of the California
Constitution by the voters, county governments have borne an
unfair and disproportionate part of the financial burden of assessing,
collecting, and allocating property tax revenues for cities. It is
further the intent of the Legislature that the adjustments provided
for by this subdivision shall constitute charges by a county for the
assessment, collection, and allocation of property taxes and shall not
exceed the actual costs reasonably borne by a county for those

activities.

--------------------------------------------

Notwithstanding subdivision (f), no invoice as described in that
subdivision shall be submitted to any school district, community college

district, or county office of education, nor shall any of those entities be
required to pay any invoice, for property tax administrative costs for

services rendered in the 1990-91 fiscal year, or in any subsequent fiscal -

year. This subdivision shall not be construed to prevent the auditor of
any county from imposing and collecting from school districts,
community college districts, and county offices of education, in
accordance with subdivision (f), invoices for property tax administrative
costs for services rendered to those entities in the 1989-90 fiscal year."

-141-

The Commission acknowledged that Revenue & Taxation Code section 97 does require the county

auditor to follow guidelines which sct forth instructions for counties regarding property tax

reduction and allocation computations, deposits to the Educational Revenue Augmentation Fund,

and property tax administrative costs. In addition, the Cum mission observed that the Revenue &

Taxation Code section 97, subdivision (g), precludes counties from charging schools for

administrative costs of property tax revenue allocation after the 1989-90 fiscal year and from

recovering any lost school administrative fees by charging other types of jurisdictions.

The Commission noted that Revenue & Taxation Code 97, subdivision (e)(3), includes, but is not

limited to, a requirement for the county auditor, at least once each yeas, to report the amount of

actual costs of assessing, collecting, and allocating property taxes and allowable overhead costs

to the legislative body and any other jurisdiction or person that request the information.

1/
/.
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Revenue & Taxation Code Sections 97.01 and 97.02
Revenue and Taxation Code section 97.01, as added and amended by Chapters 699 and 1369,

Statutes of 1992, states in part:

@

--------------------------------------------------

Notwithstanding any other provision of this chapter for the 1993-94 fiscal year
only, for purposes of the calculations and allocations made by each county
pursuant to Section 97, the amount of property tax revenue deemed allocated
in the prior fiscal year to the Educational Revenue Augmentation Fund shall be
reduced by the total amount of the reductions required for each county or city
and county and each city or city and county pursuant to paragraph (1) of

subdivision (a).

For the purpose of this section, the population of a city, county , OF city and
county shall be the population determined pursuant to Section 11 005.

Revenue and Taxation Code section 97.02, as addied by Chapter 68, Statutes of 1993,

states:

"(a)

"(®)

Notwithstanding any other provision of this chapter, the computations and
allocations made by each county pursuant to Section 97, as modified by Section
97.03 for the 1992-93 fiscal year, shall be modified for the 1993-94 fiscal year

as follows:

"(1) The amount of property tax revenue deemed allocated to the county or
city and county in the prior fiscal year shall be reduced by an amount
equal to eighty cents ($.80) per each resident of the county or city and
county. In addition, the amount of property tax revenue deemed
allocated in the prior fiscal year to each city or city and county shall be
reduced by an amount equal to one dollar and two cents ($1.02) per

each resident of that city or city and county.
“(2)  The amount of property tax revenues not alloca.ted to the county, city
ed

and county, and any ¢ty as a result of the reductions calculat
shall be deposited in the Educational Revenue

pursuant to paragragh (m}g ;
Augmentation Fund established pursuant to paragraph (1) of subdivision
(dy of Section 97.03.

For the purpose of this section, the population of a city, county or city and
county stiall be the population determined pursuant to Section 1 1005.

-142-

Tie Commission acknowledged that Revenue & Taxation Code sections 97.01 and 97.02 do

mandate new activiti es for counties, which include, but are not limited to, how property tax

revenues allocat ed by counties are now to be modified to fund the required transfers to schools

and modifies the 1992-93 and 1993-94 computations and allocations.

1

. 0011




-143-

Revenue & Taxation code Section 97.03
Revenue and Taxation Code section 97.03, as added and amended by chapters 699, 700, and

1369, Statutes of 1992, and Chapter 1279, Statutes of 1993, states in pertinent part:
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“Notwithstanding any other provision of this chapter, the computations and allocations
ursuant to Section 97 shall be modified for the 1992-93 fiscal.

made by each coun% _ _ .
year pursuant to subdivisions (a) to (d), inclusive, and for the 1997-98 and 1998-99
fiscal years pursuant to subdivision (e), as follows:

4444444444444444444444444

H
Coecea .

"(d)(1)  The amount of property tax revenues not allocated to the county, cities
within the county, and special districts as a result of the reductions
calculated pursuant to subdivisions (a), (b), and (c) shall instead be
deposited in the Educational Revenue Augmentation Fund to be established
in each county. The amount of revenue in the Educational Revenue
Augmentation Fund, derived from whatever source, shall be allocated
pursuant to paragraphs (2) and (3) to school districts and county offices of
education, in total, and to community college districts, in total, in the same
proportion that property tax revenues were distributed to school districts
and county offices of education, in total, and community college districts,

in total, during the 1991-92 fiscal year.

“(2) The auditor shall, based on information provided by the county
superintendent of schools pursuant to this paragraph, allocate the proportion
of the Educational Revenue Augmentation Fund to those school districts
and county offices of education within the county that are not excess tax
school entities, as defined in Section 95.1. The county superintendent of
schools shall determine the amount to be allocated to each school district
and county office of education in inverse proportion to the amounts of
property tax revenue per average daily attendance in each school district

and county office of education. In no event shall any additional money be

_—rt o agem A .

apon et Sepppithesduad do aotehptdistin’ education becoming an excess
tax school entity.

“(3)  The auditor shall, based on information provided by the Chancellor of the
California Community Colleges pursuant to this paragraph, allocate the
proportion of the Educational Revenue Augmentation Fund to those
community college districts within the county that are not excess tax school
entities, as defined in Section 84750 of the Education Code. The
chancellor shall determine the amount to be allocated to each community
college district in inverse proportion to the amounts of property tax revenue
per funded full-time equivalent student in each communify college district.
In no event shall any additional money be allocated from the fund to a

community college district upon that district becoming an excess tax school

entity.

“(4) I, after making the allocation required pursuant to paragraph (2), the
auditor determines that there are still additional funds to be allocated, the
auditor shall allocate those excess funds pursuant to paragraph (3). If, after
making the allocation pursuant to paragraph (3), the auditor determines that

T 0012
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there are still additional funds to be allocated, the auditor shall allocate
those excess funds pursuant to paragraph (2).

For purposes of allocations made pursuant to Section 97 for the 1993-94
fiscal year, the amounts allocated from the Educational Revenue
Augmentation Fund pursuant to this subdivision, other than amounts
deposited in the Educational Revenue Augmentation Fund pursuant to
Section 33681 of the Health and Safety Code, shall be deemed prope rty tax
revenue allocated to the Education Revenue Augmentation Fundp in the prior

fiscal year.

-----------------------------------------

-144-

The Commission observed that the above statute does provide the county with new instructions,

as stated therein, for the allocation of property tax revenue deemed allocated for the 1992-93,

1997-98, and 1

998-99 fiscal years.

The Commission also observed that subdivisions (a)(3), (b)(3), and (c)(3)(A), of Revenue and

Taxation Code section 97.03, are mandates for the Director of Finance, and as such, do not -

mandate 2 new

program or higher level of service upon a local agency.

Revenue & Taxation Code Section 97.035
Revenue and Taxation Code section 97.035, as added and amended by Chapter 68, 904, and 905,

Statutes of 199
"Notwi

3, states in pertinent part:

thstanding any other provision of this chapter, the computations and
ons made by each county pursuant to Section 97, as modified by Section

allocati
97.03 for the 1992-93 fiscal year, shall be modified for the 1993-94 fiscal year
pursuant to subdivisions (a) to (¢), inclusive, as follows:

“2)

The amount of property tax revenue deemed allocated in the prior fiscal
year to each county and city and county shall be reduced by an amount
to be determined by the Director for Finance in accordance with the

following:

-------------------------------------------------------------------

Notwithstanding any other provision of this subdivision, the amount of
the reduction specified in paragraph (1) for any county or city and
county that has first implemented, for the 1993-94 fiscal year, the
alternative procedure for the distribution of property tax levies
authorized by Chapter 2 gcommencing with Section 4701) of Part 8
shall be reduced, for the 1993-94 fiscal year only, in the amount of any
increased revenue allocated to school districts, county offices of

~ 0013
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education, and community college districts that would not have been
allocated for the 1993-94 fiscal year but for the implementation of that

alternative procedure. "

(A1)

‘()

"3

The amount of property tax revenues not allocated to the county,
city and county, cities within the county, and special districts as a
result of the reductions required by subdivisions (a), (b), and (c)
shall instead be deposited in the Educational Revenue Augmentation
Fund established in each county' or city and county pursuant to
Section 97.03. The amount of revenue in the Educa tional Revenue
Augmentation Fund, derived from whatever source, shall be
allocated pursuant to paragraphs (2) and (3) to school districts and
county offices of education, in total, and to community college
districts, in total, in the same proportion that property tax revenues
were distributed to school districts and county offices of education,
in total, and community college districts, in fotal, during the 1992-

93 fiscal year.

The county auditor shall, based on information provided by the
county superintendent of schools pursuant to this paragraph, allocate
that proportion of the revenue in the Educational Revenue
Augmentation Fund to be allocated to school districts and county
offices of education only to those school districts and county offices
of education within the county that are not excess tax school

entities, as defined in Section 95.1. .

The county auditor shall, based on information provided by the
Chancellor of the California Community Colleges pursuant to this
paragraph, allocate that proportion of the revenue in the Education
Revenue Augmentation Fund to be allocated to community college

districts only to those community college districts within the county
that are not excess tax school eéntities, as defined in Section 95.1.

LI 2 R B B ) L A 2 I I I I IO D T B B B T N R R RN N R T R I R

and reductions for property tax revenue allocation.

allocations for property tax revenues for the 1993-94 fiscal year.

T Q014
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The Commission observed that this section does provide the county, notwithstanding requirements
for the Chancellor of the California Community Colleges and county superintendent of schools

and any other agency, as stated therein, with new instructions for modification of computations

The Commission noted that the above section does mandate new activities for countie , which

include, but are not limited to, following specific modifications for the computations and




-146-

Revenue & Taxation Code Section 97.04
Revenue and Taxation Code section 97.04, as added and amended by Chapter 1369, Statutes of

1992 and Chapter 68, Statutes of 1993, states:
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“Notwithstanding Section 97.03 or 97.035 or any other provision of this chapter,
in implementing the changes in allocations of property tax revenues required by
Sections 97.01, 97.02, 97.03, and 97.035, the county auditor may elect to
determine and give effect to the changes in allocations of property tax revenues
required by sections 97.01, 97.02, 97.03, and 97.035 on a countf/wide, rather than
tax rate area, basis. If the county auditor so elects, he or she shall ensure adequate
recognition of year-to-year revenue growth so that the results of changes
implemented on a countywide basis do not differ materially from the results which

would be obtained from the use of a tax rate area basis. "

program or higher level of service upon a local agency.

Revenue & Taxation Code Section 97.43
Revenue and Taxation Code section 97.43, as added by Chapter 899, Statutes of 1992, states:

"Notwithstanding any other provisions of law pertaining to the annual calculations
pursuant to the TEA formula as defined in this chapter, for the 1990-91 fiscal year
only, each qualifying city that received an allocation pursuant to the TEA formula
in the 1989-90 fiscal year shall be allocated 90 percent of the 1989-90 fiscal year
amount received pursuant to the TEA formula."” '

claimable in this test claim, and therefore, is not a reimbursable mandate.

Revenue & Taxation Code Section 97.5
Revenue and Taxation Code section 97.5, as amended by Chapter 697, Statutes of 1992 and

Chapter 66, Statutes of 1993, states in pertinent part:

“Except as otherwise provided in section 97.51 or 97.52, for the purpose of
apportioning property tax revenues each fiscal year:

0015

The Commission observed that the above section states that the county auditor “may elect” to

determine property tax allocations on a countywide basis, and therefore, does not mandate a new

The Commission observed that the above section provides instructions for the county auditor

regarding property tax allocations for qualifying cities for 1990-91 fiscal year. The Commission

also observed that since the above section is applicable to the 1990-91 fiscal year only it is not
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-------------------------------------------

The total amount of property tax revenue allocated t0 aqh iyrisdicti
with respect to all tax rate areas as determined pursuant t Sub: 1%/%‘185
(a) shall be added to compute a total amount of property tax revenue for

a jurisdiction in all tax rate areas.

Each amount determined pursuant to subdivision (b) shall be divided
by the total of all such amounts computed. ‘The quotient determingg
shall be used to apportion actual property tax collections and shall be
known as the “property tax apportioriment factors. *

---------------------------------------------

(d)(2) Each proportionate share of property tax administrative costs

determined pursuant to paragraph (1), except for those proportionate
shares determined with respect to a school entity, shall be deducted
from the property tax revenue allocation of the relevant jurisdiction or
community redevelopment agency, and shall be added to the property
tax revenue allocation of the county. For purposes of applying this
paragraph for the 19950-91 fiscal year, each proportionate share of
property tax administrative costs shall be deducted from those amounts
allocated to the relevant jurisdiction or community redevelopment

agency after January 1, 1991,

-----------------------------------------

This section, as amended by Senate Bill 399 of the 1993-94 Regular
Session, shall apply to the entire 1993-94 fiscal year, regardless of the

operative date of Senate Bill 399, and to each fiscal year thereafter”,

-147-

The Commission noted that Revenue and Taxation Code section 97.5 does mandate new activities

for the Counfjes, which include hnt are nat limitad th naw inctruntiane far tha apparticnneeans ~F

property tax revenues ,

Revenue & Taxation Code Section 98
Rezvenue and Taxation Code section 98, amended by Chapter 699, Statutes of 1992, states in

pertinent part:

For purposes of the calculations made pursuant to this section for the 1993-
94 and 1998-99 fiscal years, the amount of property tax revenue allocated
to the county, a city, a special district, a school district, community college
district, or an Educational Reserve Augmentation Fund in the prior fiscal
year shall be that amount as determined pursuant to Section 97, as modified

or -as provided in Section 97.01 or 97

----------------------------------------

13
. .
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- 10 -
The Commission noted that the above section does mandate new activities, which include, but are

not limited to, requirements for property tax revenue allocations and therefore does impose a new

program or higher level of ser-vice upon counties.

Revenue & Taxation Code Section 99
Revenue and Taxation Code section 99, as amended by Chapter 697 and 1369, Statutes of 1992,

relates to the requirements of counties in recomputing costs and states, in pertinent part:

“(a)  For the purposes of the computations required by this chapter:

"(1) In the case of a jurisdictional change, other than a city incorporation or
a formation of a district as defined in Section 2215, the auditor shall

adjust the allocation of property tax revenue determined pursuant to
section 96 or 97, or the annual tax increment determined pursuant to
Section 98, for local agencies whose service area or service
responsibility would be altered by the jurisdictional change, as
determined pursuant to subdivisien (b) or (¢).

The Commission observed that the above section sets forth additional parameters for the county

‘I" auditor, which include, but are not limited to, converting property tax allocation formulas.

Government Code section 17500 and following, and section 6, article XIII B of the California

Constitution and related case law.

CONCLUSION

The Commission determines that it has the authority to decide this claim under the provisions of

Government Code sections 17500 and 17551, subdivision (a).

~ 0017
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The Commission concludes that the provisions of Revenue and Taxation Code sections 95 and
95.1, as added and amend& as specified herein, do not impose a new program or higher level of
service in an existing program within the meaning of section 6 of article XIIIB of the California
Constitution and Government Code section 17514 because they define specified terms, and these

definitions, in and of themselves, cannot be found to mandate a new program or higher level of

service upon a local agency,

The Commission concludes that the provisions of Revenue & Taxation Code section 97.04, as

added and amended as specified herein, do not impose a new program or higher level of service

in an existing program within the meaning of section 6 of article XIIIB of the California
Constitution and Government Code section 17514 because it states that the county auditor “may

elect" to determine property tax allocations on a countywide basis, and therefore, provides

unfettered discretion as to compliance with this section.

The Commission concludes that the provisions of Revenue and Taxation Code section 97.43, as

added and amended as §pecified herein, do not im pose a new program or higher level of service
in an existing program within the meaning of section 6 of article XIIIB of the California
Constitution and Govemment Code section 17514 because this section provides property tax

allocation instructions for the county auditor for qualifying cities for the 1990-91 fiscal year, and

therefore, this fiscal year is not claimable in this test claim.

The Commission concludes that the provisions of Revenue and Taxation Code sections 97, 99.01,
97.02, 97.03, 97.035, 97.5, 98, and 99, as added and amended as specified herein, do impose
a new program or higher level of service in an existing program upon counties within the meaning
of section 6 of article XIIIB of the California Constitution and Government Code section 17514

by requiring counties to redesign the terms, conditions, rules and formulas for reallocating

California's local property tax revenues.

0018
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The Commission concludes that the new and additional accounting procedures are the result of the

legislation subject to this test claim which requires counties to implement new accounting

procedures to be able to allocate property taxes in accordance with the new laws,

However, the Commission concludes that the reimbursable state mandated activities are limited
fo only that portion of the new and additional accounting procedures that apply to school districts
because counties are specifically forbidden from charging school districts for the administrative

cost of allocating property taxes as specified and from recovering any lost school administrative

fees by charging other types of jurisdictions.

The Commission concludes that the adoption of the staff recommendations are conditioned upon

the documentation, specification, and justification-of any ongoing activities and related costs.

Accordingly, costs which apply only to school districts that relate to the aforementioned
reimbursable state mandated program contained in Revenue and Taxation Code sections 97, 97.01,
97.02, 97.03, 97.035, 97.5, 98, and 99, are costs mandated by the state and are subject to
reimbursement within the meaning of section 6 of article XIIIB of the California Constitution.
T'herefore, the claimant is directed to submit parameters and guidelines, pursuant to Government

Clode section 17557 and Title 2, California Code of Regulations, section 1183.1, to the

Commission for its consideration.

The foregoing conclusions pertaining to the requirements contained in Revenue and Taxation Code

sections 97, 97.01, 97.02, 97.03, 97.035, 97.5, 98, and 99, are subject to the following

conditions:

The determination of a reimbursable state mandated program does not mean that
all increased costs claimed will be reimbursed. Reimbursement, if any, is subject
to Commission approval of parameters and guidelines for reimbursement of the
mandated program; approval of a statewide cost estimate; a specific legislative

Igpurpose; a timely-filed claim for reimbursement; and

appropriation for suc
subsequent review of the claim by the State Controller’s Office.
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As provided in the subject legislation, except Chapter 1369, statutes of 1992, and
Chapter 700, Statutes of 1992, if the statewide cost estimate for this mandate does
not exceed one million dollars ($1,000,000) during the first twelve (12) month
period following the operative date of the mandate, the Commission shall certify
such estimated amount to the State Controller’s Office, and the State Controller
shall receive, review, and pay claims from the State Mandates Claims Fund as

claims are received. (Government Code section 17610.)
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| SENATE RULES COMMITTEE | SB 1096

[office of Senate Floor Analyses I |

[1020 N Street, Suite 524 [ |

| (916) 445-6614 Fax: (916) | [

|327-4478 | |
UNFINISHED BUSINESS

Bill No: SB 1096

Author: Senate Budget and Fiscal Review Committee

Amended: 7/27/04

Vote: 27 - Urgency

ALL SENATE VOTES NOT RELEVANT

ASSEMBLY FLLOOR : 69-9, 7/28/04 - See last page for vote

SUBJECT : Budget Trailer Bill: 1local government finance

SOURCE : Author

DIGEST : This bill generates $1.3 billion in annual

General Fund (GF) savings in 2004-05 and 2005-06 by
reducing payments to, or shifting funds from, local
governments and implementing statutory provisions of the
local government portion of the 2004-05 budget plan,
including changes to Vehicle License Fee (VLF) Law.

Assembly amendments delete the prior version. As it left
the Senate, this bill merely expressed intent to enact
statutory changes relating to the 2004-05 Budget Act.

ANALYSIS : This bill:

1. Makes the following changes to existing law regarding
the VLF:

A. Eliminates the current VLF "offset" mechanism and
permanently sets the VLF rate at 0.65 percent as of
CONTINUED




II.

A.
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January 1, 2005. Under current law, the basic VLF
rate is two percent, but an offset is applied that
reduces the effective rate to taxpayers to 0.65
percent.

Eliminates VLF "backfill" payments along with the
"trigger" provision in current law that reduces
taxpayer offsets in the event that the General Fund
has insufficient funds to make backfill payments to
cities and counties for their revenue loss due to the
VLF offsets. VLF backfill payments would be replaced
by property tax revenues as discussed below.

Repeals the VLF "poison pills" and makes permanent
the current vehicle depreciation schedule
administratively adopted by the State Department of
Motor Vehicles (DMV).

Revises the allocation of VLF revenues (at the 0.65
percent rate) as follows:

74.9 percent to the Local Revenue Fund (LRF), which
funds a portion of Realignment. Under current law
the LRF receives 24.33 percent of both VLF revenue
and GF backfill payments -- equivalent to 24.33
percent of the full two percent VLF rate. The new
LRF allocation of 74.9 percent of the 0.65 percent
VLF rate will provide an equivalent amount of
funding (about $1.5 billion in 2004-05).

25.1 percent (about $500 million in 2004-05) to
the Motor Vehicle License Fee (MVLF) Account in the
Transportation Tax Fund to fund vehicle registration
administration and enforcement ($277 million in
2004-05) with the remainder allocated to cities on a
per-capita basis ($215 million in 2004-05). The
measure also continues existing dedications of the
MVLF revenue and intercept mechanisms that provide
security for Orange County's bankruptcy debt.

Authorizes cities and counties to securitize their
"WLF receivables," defined as each entity's share of
the approximately $1.3 billion VLF "gap" loan. The gap
amount is the amount of backfill not paid to local
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governments in 2003-04, but which the state has
statutorily promised to pay to local governments by
August of 2006.

1. Replaces VLF backfill payments to cities and counties
with property tax revenues as follows:

A.

Creates a new VLF Property Tax Compensation Fund in
each county to replace VLF backfill payments. The
fund will receive property tax revenues diverted from
each county's Educational Revenue Augmentation Fund
(ERAF), which helps fund K-14 education. If the
amount needed for replacement of backfill exceeds the
amount of ERAF in a county, then property tax revenue
will be diverted from the basic AB 8 allocations to
K-14 education (excluding basic aid districts). Under
Proposition 98 and existing law governing school
apportionments, the state GF will replace the property
tax revenues diverted from K-14 education.

Establishes initial allocations for 2004-05 to each
city and each county of replacement property tax
revenues. This initial amount would be the estimated
full MVLF Account allocation that each entity would
have received under current law (as of January 1,
2004) in 2004-05 from both VLF revenues and GF
backfill payments less (in the case of cities) the
amount of actual MVLF Account revenues allocated to
them in 2004-05 (from remainder after Realignment and
administrative costs are funded). County auditors
would make payments to each city and each county twice
annually-by January 31 and by May 31. The State
Controller would provide these estimates to county
auditors by September 1, 2004.

Provides for allocations in 2005-06 to be
calculated based on the total actual amount of MVLF
Account revenue plus backfill payments that each city
and each county would have received in 2004-05 less
actual MVLF allocations in 2004-05 adjusted by the
increase in gross taxable assessed value within each
city or each county. These amounts would be
communicated to the auditors by the State Controller
by September 1, 2005.
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Provides for allocations in subsequent years to be
the property tax replacement revenue for each city and
each county in the prior year adjusted by the increase
in gross taxable assessed value within each city or
each county.

Includes provisions to provide allocations to new
cities and to adjust allocations to recently
incorporated cities after their initial seven-year
population estimate ends.

Provides for a total of $700 million of annual
reductions in VLF property tax replacement revenues to
cities and counties in 2004-05 and in 2005-06, as
follows:

A.

$350 million to counties. The reduction to each
county will be in proportion to their current share of
MVLF Account revenue allocated to all counties.

$350 million to cities. The reduction to each city
will be in proportion to its share (compared with the
statewide total for .all cities) of sales tax, property
tax, and VLF revenues in 2002-03, with each revenue
source weighted equally. However, individual city
reductions must be at least a minimum of two percent
and may not exceed four percent of general revenues as
reported to the State Controller for 2001-02. The
measure authorizes the City of Long Beach to borrow
interest earnings on its tidelands subsidence reserve
to cover the reductions.

Provides for a total of $350 million of annual property
tax shifts from special districts to ERAF in 2004-05 and
2005-06, as follows:

A.

Property tax allocations to enterprise special
districts (excluding amounts pledged to debt service)
would be reduced by 40 percent. However, no reduction
could exceed 10 percent of a district's total
revenues. Reductions to transit districts would be
limited to three percent of their property tax
revenue. Public utility districts and sewage and
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sanitation districts serving the Lake Tahoe Basin and
subject to special requirements of the Porter-Cologne
Water Act would be treated as nonenterprise districts
(see below) .

Property tax allocations to nonenterprise special
districts (excluding amounts pledged to debt service)
would be reduced by 10 percent.

No reductions would apply to districts providing
fire protection or police functions or to property tax
revenues used for those purposes by districts with
broader functions. Reductions also would not apply to
hospital or health care districts, library districts,
veteran's memorial districts, and mosquito abatement
and vector control districts.

Any shortfall in the $350 million property tax
shift would be made up by increasing the property tax
shifts from enterprise special districts (excluding
transit districts) on a proportionate basis, subject
to the cap of 10 percent of total revenues for any
district.

Provides for a total of $250 wmillion of annual payments
from redevelopment agencies to ERAF in 2004-05 and
2005-06, as follows:

A.

The amount of the payment for each agency would be
in proportion to its share of statewide tax increment
revenue (gross tax increment revenue and tax increment
revenue net of pass-throughs to other entities would
be weighted equally in this calculation). Agencies
could borrow from their current annual contributions
to their Low and Moderate Income Housing Funds (but
not from any fund balance) to make these payments or
from their "parent" city or county. In the event that
a redevelopment agency failed to make a required
payment, the county auditor would be required to
deduct the amount from property tax allocations to the
parent city or county.

Authorizes extensions of statutory redevelopment
time limits by one year for each year of the ERAF
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payments if the existing time limit has no more than
10 years remaining or if the existing time limit is
between 10 years and 20 years provided that the agency
is in compliance with housing requirements.

1. Makes various technical corrections to the "Triple-Flip"
provisions that govern the temporary replacement of a
quarter-cent of the local Bradley-Burns sales and use
tax with special property tax allocations from ERAF to
cities and counties. During the period of the
Triple-Flip the amount of property tax revenue allocated
to a county's ERAF will be decreased by an equivalent
amount. The county auditor would form a Sales and Use
Tax Compensation Fund for cities and counties and
reimburse these entities for revenue losses resulting
from the suspension of the Bradley-Burns Law.

2. Contains legislative findings and declarations that this
entire measure is a comprehensive revision to local
government finances that would be an "interim measure"
in its entirety under Proposition 65 on the November 2,
2004 general election ballot. Therefore, if Proposition
65 is approved by the voters and takes effect, all
provisions of this measure would be repealed.

3. Requires the state to pay deferred mandate obligations
over a period of no more than five years beginning in
2006-07.

4. Forgives county property tax allocation errors
identified by the State Controller in audits conducted
prior to June 30, 2001.

5. Clarifies that a special reduction in ERAF allocations
to eligible counties in 1993-94 carries forward into
subsequent years.

6. Includes an urgency clause.
Comments
The VLF replacement revenues provided by this measure would

be included in property tax revenues that would be
protected by the proposed legislative constitutional
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amendment on local government finance. The allocations
provided in this bill of VLF tax revenues to Realignment
and local governments also would be consistent with the VLF
allocations in the proposed legislative constitutional
amendment .

Proposition 65, the local government initiative on the
November General Election Ballot, suspends any statute
enacted since November 2003 that would require voter
approval under its provisions (these are termed "interim
measures" by Proposition 65). Interim measures under
Proposition 65 include any reduction in property tax
revenues to individual local governments and any reduction
or elimination of VLF backfill payments. The finding in
this bill states the Legislature's intent that this entire
measure should be suspended as an interim measure if
Proposition 65 passes and becomes effective. The purpose
of this statement is to emphasize that the bill operates as
a whole, so that, for example, VLF replacement property tax
revenues should not be provided to local governments if the
VLF backfill also remains in place under Proposition 65.

AB 1457 temporarily suspended a VLF "poison pill" provision
that would have prevented the Controller from continuing to
allocate VLF revenues and backfill payments to counties for
Realignment. The temporary suspension ended on July 15th.
The poison pill provision was activated after the
California Supreme Court declined in December 2003 to
review a decision that state law transferring the Medically
Indigent Adult (MIA) program to counties constituted a
reimbursable state-mandated local program ($3.4 million was
at stake in that decision). The MIA poison pill also
eliminated the specific statutory basis for the VLF
depreciation schedule, although the DMV has adopted the
same depreciation schedule through regulation.

FISCAL EFFECT : Appropriation: No Fiscal Com.: Yes
Local: Yes

According to Senate Budget and Fiscal Review Committee, the
primary fiscal effect of this measure is to achieve state
General Fund savings of $1.3 billion annually in 2004-05
and in 2005-06. These savings result from the temporary
reduction in VLF replacement property tax revenues to
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cities and counties ($700 million annually), which reduces
the amount of property tax shifted from K-14 education, and
from the temporary ERAF shifts from special districts and
redevelopment agencies ($600 million annually), which
increases property tax revenues for K-14 education. The
additional property tax revenue to K-14 education will
reduce the state's funding obligation under Proposition 98.

Deferred mandate claims by cities, counties, and special
districts are expected to total $1 billion or more by the
end of 2004-05. Therefore, the commitment to pay claims
over five years could cost approximately $200 million
annually starting in 2006-07 and ending in 2010-11, if all
claims are determined to be valid and if payments are made
in equal installments. However, this requirement affects
only the timing and not the amount of state costs because
the California Constitution currently requires the state to
reimburse mandated costs.

ASSEMBLY FLOOR

AYES: Aghazarian, Benoit, Berg, Bermudez, Bogh, Calderon,
Campbell, Chan, Chavez, Chu, Cogdill, Cohn, Cox, Daucher,
Dutton, Dymally, Firebaugh, Frommer, Garcia, Goldberg,
Hancock, Harman, Haynes, Jerome Horton, Shirley Horton,
Houston, Keene, Kehoe, Koretz, La Malfa, La Suer, Laird,
Leno, Leslie, Lieber, Liu, Lowenthal, Maddox, Maldonado,
Matthews, McCarthy, Montanez, Mountjoy, Mullin,
Nakanishi, Nakano, Nation, Negrete McLeod, Oropeza,
Pacheco, Parra, Pavley, Plescia, Reyes, Richman,
Ridley-Thomas, Runner, Salinas, Samuelian, Simitian,
Steinberg, Strickland, Vargas, Wesson, Wiggins, Wolk,
Wyland, Yee, Nunez

NOES: Canciamilla, Corbett, Correa, Diaz, Dutra, Jackson,
Longville, Maze, Spitzer

NO VOTE RECORDED: Bates, Levine

ILB:sl 7/29/04 Senate Floor Analyses

SUPPORT/OPPOSITION: NONE RECEIVED
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CONCURRENCE IN SENATE AMENDMENTS

AB 2115 (Budget Committee)

As Amended August 23, 2004

2/3 vote. Urgency

|ASSEMBLY: | | (May 26, 2004) |SENATE: |28-4 | (August 25, |

I I | | | |2004) |

(vote not relevant)
Original Committee Reference: BUDGET

SUMMARY: Makes technical corrections and clarifying changes to
SB 1096 (Chapter 211, Statutes of 2004), the local government
budget trailer bill. Also adds several provisions to facilitate
the operation of SB 1096.

The Senate Amendments delete the Assembly version of this bill,
and instead:

1) Correct the formula that allocates the cities' two-year $350
million annual shortfall in vehicle license fee (VLF)
property tax replacement revenue. The intent of SB 1096 was
to allocate the cities' contributions in the manner agreed to
by the Governor and the League of California Cities and the
California State Association of Counties. In that agreement,
the reduction to each city generally is in proportion to its
share (compared with the statewide total for all cities) of
sales tax, property tax, and VLF, with each revenue source
weighted equally. However, to mitigate the double reduction
to San Francisco as both a city and a county, the agreement
based San Francisco's share of the statewide city reduction
on its share of VLF alone. SB 1096 inadvertently omitted this
provision. This measure corrects the city formula to restore
the omitted provision, consistent with the agreement between
local government and the Governor. This correction will
avoid an unintended $12.5 million increase in the total
annual reduction to San Francisco in 2004-05 and 2005-06.

2) Correct the allocation mechanism for the annual $350 million
property tax shift from special districts in 2004-05 and
2005-06. The allocation language in SB 1096 would have the
unintended effect of doubling the amount of the special
district shift in 2005-06 and then increasing their ongoing
annual property tax base by $1.05 billion after the two-year
period of the shift (rather than just restoring the $350
million reduction). This measure revises the allocation
mechanism to be consistent with the intended budget action.
The cleanup provisions in this bill also clarify that the
calculations of districts' property tax shifts will be based
on data reported to the State Controller and published in the
2001-02 State Controller's Special Districts Annual Report.
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3) Restore a provision in the agreement between local
governments and the Governor that allow redevelopment
agencies (RDAs) to finance the two-year contribution of their
local government. However, this measure limits the financing
to loans to counties by their RDAs, which must be repaid with
interest within three years after the year of the loan.

4) Provide that the allocation of the annual $250 million
property tax shift from RDAs in 2004-05 and 2005-06 will be
based on data in the most recent RDA report published by the
State Controller.

5) Allow Los Angeles County to issue "VLF receivable" bonds
separately from other local governments, which may issue VLF
receivable bonds using a 100-member joint powers authority.

6) Include two mosquito abatement districts that were
inadvertently excluded within the exemption from the special
district property tax shift for mosquito control districts.

7) Limit to 4 percent, rather than 10 percent, the property tax
reduction to the Laguna Niguel Community Service District.

8) Specify that redevelopment pass-throughs to schools will be
held harmless for property tax diversions from a county
Educational Revenue Augmentation Fund (ERAF) to fund VLF
replacement revenues and to backfill "Triple-Flip" local
sales tax revenue reductions.

9) Revise the allocation of VLF property tax replacement
revenue and Motor Vehicle License Fee (MVLF) revenue to
Orange County. Under SB 1096, cities receive all MVLF revenue
net of Realignment funding and debt service payments on
Orange County's bankruptcy debt. These MVLF revenues are
offset against the amount of VLF replacement revenue needed
in establishing the ongoing base of VLF property tax that
cities receive. However, after the Orange County debt is paid
off, the county would receive all of its VLF funding from
property tax, while the MVLF revenues used for debt service
would, instead, be allocated to cities without any reduction
in their property tax revenue. This would increase state
costs by tens of millions of dollars annually by diverting
more property tax from schools to fund the higher property
tax allocation to Orange County. Meanwhile, cities would
receive an equivalent "windfall" because they would receive
the "freed-up" MVLF funds previously used for debt service.
This measure provides a permanent MVLF allocation to Orange
County of $54 million annually (plus growth) as part of its
ongoing VLF funding. The MVLF revenue will be dedicated
first to debt service and then as general county revenue.
This revision will not change overall VLF funding for Orange
County but will eliminate the additional unintended future
state cost and windfall to cities.

10)Correct the VLF "gap" loan repayment language and explicitly
provides an appropriation for the gap repayments. (The gap
amount is the approximately $1.3 billion in backfill not paid
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to local governments in 2003-04, but which the state has
statutorily promised to pay to local governments by August of
2006.) The correction makes it clear that each city and
county will be repaid the same amount that they did not
receive due to the funding gap.

11)Explicitly end the VLF backfill after 2003-04. SB 1096
repeals the backfill provision, but was not chaptered until
August. The budget and the local government financing
provisions of SB 1096 and Proposition 1A on the November
ballot, assume that the backfill ends after 2003-04.

12)Clarify the quarter-cent suspension of the local sales tax
under the Triple-Flip. The changes would replace the
language reducing the local rate by a quarter percent to
instead reduce the rate to one percent (in the case of a
county) or " three-quarters of one percent or less" in the
case of a city. The intent of the change is to address those
cities with less than the full one- percent rate or have
scheduled rate changes. The clarification ensures that the
combined rate will be one percent during the suspension
period and that rates are fully restored after the suspension
period.

13) Make other minor technical corrections.

AS PASSED BY THE ASSEMBLY , this bill was a spot budget trailer
bill.
FISCAL EFFECT : The bill's fiscal effect is consistent with the

assumptions included in the 2004-05 budget agreement. In the
absence of the corrections made by this bill, state savings and
the revenue loss to special districts would increase by $350
million in 2005-06 which would change to an ongoing state loss
and equivalent gain to special districts of $700 million
annually in later years. The bill also avoids a future
additional state cost of tens of millions of dollars annually
after Orange County bankruptcy debt is repaid.

COMMENTS : The 2004-05 budget includes $1.3 billion of annual
General Fund (GF) savings in 2004-05 and 2005-06 by reducing
property tax revenues to, or shifting them from, local
government. These savings were implemented by SB 1096.
Subsequent to enactment of SB 1096, a number of errors,
omissions, and necessary revisions have been identified. This
cleanup bill addresses various technical issues raised by local
governments, the State Controller's Office, the Board of
Equalization, and legislative staff. The bill was developed
with the participation of bipartisan Assembly and Senate staff
as well as the Administration. '

Analysis prepared by : Dan Rabovsky / BUDGET / (916-319-2099)

FN: 0008652




Proposition TA

This amendment proposed by Senate Constitutional Amendment 4 of
the 2003-2004 Regular Session (Resolution Chapter 133, Statutes of
2004) expressly amends the California Constitution by amending sections
thereof and adding a section thereto; therefore, existing provisions pro-
posed to be deleted are printed in strHeeeutype and new provisions pro-
posed to be added are printed in italic type to indicate that they are new.

PROPOSED AMENDMENTS TO ARTICLES XI, XIIT, AND XIII B
First—That Section 15 of Article XI thereof is amended to read:

SEC. 15. (a) AM From the revenues derived from taxes imposed

. pursuant to the Vehicle License Fee Law (Part 3 (commencing with Section
10701) of Division 2 of the Revenue and Taxation Code}, or its successor,
other than fees on trailer coaches and mobilehomes, over and above the
costs of collection and any refunds authorized by law, those revenues
derived from that portion of the vehicle license fee rate that does not
exceed 0.65 percent of the market value of the vehicle shall be allocated to

" i .
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en-and-afterJuly-foHowinetheappreval-of this-seetionby—the-voters: as
follows:

(1} An amount shall be specified in the Vehicle License Fee Law, or the
successor to that law, for deposit in the State Treasury to the credit of the
Local Revenue Fund established in Chapter 6 (commencing with Section
17600) of Part 5 of Division 9 of the Welfare and Institutions Code, or its
successor, if any, for allocation to cities. counties, und cities and counlies
as otherwise provided by law.

(2) The balance shall be allocated 1o cities, counties, and cities and
countics as otherwise provided by law.

(b) If a statute enacted by the Legislature reduces the annual vehicle
license fee below 0.65 percent of the market value of a vehicle, the
Legislature shall, for each fiscal year for which that reduced fee applies,
provide by statute for the allocation of an additional amount of money that
is equal to the decrease, resulting from the fee reduction, in the total
amount of revenues that are otherwise required to be deposited and allo-
cated under subdivision (a) for that same fiscal year. That amount shall be
allocated to cities. counties, and cities and counties in the same pro rata
amounts and for the same purposes as are revenues subject lo sub-
division (a).

Second—That Section 25.5 is added to Article XIII thereof, to read:

SEC. 25.5. (a) On or after November 3, 2004, the Legislature shall
not enact a statute fo do any of the following:

(1) () Except as otherwise provided in subparagraph (B), modify the
manner in which ad valorem property tax revenues are allocated in accor-
dance with subdivision (a) of Section 1 of Article XIIl A so as 1o reduce for
any fiscal vear the percentage of the total amount of ad valorem property
tax revenues in a county that is allocated among all of the local agencies
in that county below the percentage of the total amount of those revenues
that would be allocated among those agencies for the same fiscal vear
under the statutes in effect on November 3. 2004. For purposes of this sub-
paragraph, “percentage ” does not include any property tax revenues ref-
erenced in paragraph (2).

(B) Beginning with the 2008-09 fiscal year and except as otherwise
provided in subparagraph (C), subparagrapl (4) may be suspended for a
fiscal year if all of the following conditions are met:

(i) The Governor issues a proclamation that declares that, due to u
severe state fiscal hardship, the suspension of subparagraph (4) is neces-
sary.

(ii) The Legislature enacts an wrgency statute, pursuant to a hifl
passed in each house of the Legislature by rollcall voie entered in the jour-
nal, two-thirds of the membership concurring, that contains a suspension
of subparagraph (4) for that fiscal year and does not contain any other
provision.

(iii} No later than the effective date of the statute described in clause
(i), a statute is enacted that provides for the full repayment to local agen-
cies of the total amount of revenue losses, including interest as provided
by law, resulting from the madification of ad valorem property tax revenue
allocations to local agencies. This full repayment shall be made not later
than the end of the third fiscal year immediately following the fiscal year
fo which the modification applies.

(C) (i) Subparagraph (4) shall not be suspended for more than two
fiscal years during any period of 10 consecutive fiscal years, which
period begins with the first fiscal year for which subparagraph (4) is sus-
pended.
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(ii) Subparagraph (4) shall not be suspended during any fiscal year if
the full repayment required by a statute enacted in accordance with cluuse
(iii) of subparagraph (B) has not yet been completed.

(iii) Subparagraph (4} shall not be suspended during any fiscal year if
the amount that was required to be paid to cities, counties, and cities and
counties under Section 10754.11 of the Revenue and Taxation Code, as
that section read on November 3, 2004, has not been paid in full prior 1o
the effective date of the statute providing for that suspension as described
in clause (ii) of subparagraph (B).

(iv) A suspension of subparagraph (4) shall not result in a total ad va-
lorem property tax revenue loss to all local agencies within a county that
exceeds 8 percent of the total amount of ad valorem property tax revenues
that were allocated among all local agencies within that county for the fis-
cal year immediately preceding the fiscal year for which subparagraph (4)
is suspended.

(2) (A) Except as otherwise provided in subparagraphs (B) and (C),
restrict the authority of a city, county, or city and county to impose a lax
rate under, or change the method of distributing revenues derived under,
the Bradley-Burns Uniform Local Sales and Use Tax Law set forth in Part
1.5 (commencing with Section 7200) of Division 2 of the Revenue and
Taxation Code, as that law read on November 3, 2004. The restriction
imposed by this subparagraph also applies to the entitlement of a city,
county, or city and county to the change in tax rate resulting from the end
of the revenue exchange period, as defined in Section 7203.1 of the
Revenue and Taxation Code as that section read on November 3, 2004.

(B) The Legislature may change by statute the method of distributing
the revenues derived under a use tax imposed pursuant to the Bradley-
Burns Uniform Local Sales and Use Tax Law to allow the State to pai-
ticipate in an interstate compuact or to comply with federal law.

(C) The Legislature may authorize by statute two or more specifically
identified local agencies within a county, with the approval of the govern-
ing body of each of those agencies, to enter into a contract to exchange
allucations of ad valorem property tax revenues for revenues derived from
a tax rate imposed under the Bradley-Burns Uniform Local Sales and Use
Tax Law. The exchange under this subparagraph of revenues derived from
a tax rale imposed under that law shall not require voter approval for the
continued imposition of any portion of an existing tax rate from which
those revenues are derived.

(3) Except as otherwise provided in subparagraph (C) of para-
graph (2), change for any fiscal year the pro rata shares in which ad
valorem property tax revenues are allocated among local agencies in a
county other than pursuant to a bill passed in each house of ihe
Legislature by rollcall vote entered in the journal, two-thivds of the
membership concurring.

(4) Extend beyond the revenue exchange period, as defined in Section
7203.1 of the Revenue and Tuxation Code as that section read on
November 3, 2004, the suspension of the authority, set forth in that section
on that date. of a city, county, or city and county to impose a sules and use
tax rate under the Bradley-Burns Uniform Local Sales and Use Tax Law:.

(5) Reduce, during any period in which the rate authority suspension
described in paragraph (4) is operative, the pavments to a city, county, or
city and county that are required by Section 97.68 of the Revenue and
Taxation Code, as that section read on November 3, 2004.

(6) Restrict the authority of a local entity to impose a transactions and
use tax rate in accordance with the Transactions and Use Tax Law (Part
1.6 (commencing with Section 7251) of Division 2 of the Revenue and
Taxation Code}, or change the method for distributing revenues derived
under a transaction and use tax rate imposed under that law, as it read on
November 3, 2004.

(b) For purposes of this section, the following definitions apply:

(1) “Ad valorem property lax revenues” means all revenues derived
Jrom the tax collected by a county under subdivision (a) of Section 1 of
Article XU A, regardless of any of this revenue being otherwise classified
by statute.

(2) “Local agency” has the same meaning as specified in Section 95
of the Revenue and Taxation Code as that section read on November 3,
2004.

Third—That Section 6 of Article XIII B thereof is amended to read:

SEC. 6. (a} Whenever the Legislature or any state agency mandates
a new program or higher level of service on any local government, the

State shall provide a subvention of funds to reimburse suek that lacal gov-
ernment for the costs of suek the program or increased level of service,
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Proposition TA (cont.)

except that the Legislature may, but need not, provide suek « subvention
of funds for the following mandates:

ey

(1) Legislative mandates requested by the local agency affected 5.

)

(2) Legislation defining a new crime or changing an existing definition
of a crime—er .

I

(3) Legislative mandates enacted prior to January 1, 1975, or execu-
tive orders or regulations initially implementing legislation enacted prior
to January 1, 1975.

(b) (1) Except as provided in paragraph (2), for the 200506 fiscal
year and every subsequent fiscal year, for a mandate for which the costs
of a local government claimant have been determined in a preceding fis-
cal year to be payable by the State pursuant to law, the Legislature shall
either appropriate, in the annual Budget Act, the full payable amount that
has not been previously paid, or suspend the operation of the mandate for
the fiscal year for which the annual Budget Act is applicable in a manner
prescribed by luw.

(2) Payable claims for costs incurred prior to the 2004-035 fiscal vear
that have nat been paid prior to the 2005-06 fiscal year may be paid over
a term of years, as prescribed by law.

(3) Ad valorem property tax revenues shall not be used to reimburse a
local govermment for the costs of u new program or higher level of service.

(4) This subdivision applies io a mandate only as il affects a city.
county, city and county, or special district.

(5) This subdivision shall not apply to a requirement to provide or rec-
ognize any procedural or substantive protection, right, benefit, or employ-
ment status of any local government employee or retiree, or of any local
government employee organization, that arises from, affects. or directly
relates to future, current, or past local government employment and that
constitules a mandate subject to this section.

(c) A mandated new program or higher level of service includes a
transfer by the Legislature from the State to cities, counties, cities and
counties, or special districts of complete or partial financial responsibili-
ty for a required program for which the State previously had complete or
partial financial responsibility.

Fourth—That the people find and declare that this measure and the
Taxpayers and Public Safety Protection Act, which appears as Proposition
65 on the November 2, 2004, general election baliot (hereafter Proposition
65) both relate to local government, including matters concerning tax rev-
enues and reimbursement for the cost of state mandates, in a comprehen-
sive and substantively conflicting manner. Because this measure is intend-
ed to be a comprehensive and competing alternative to Proposition 65, it
is the intent of the people that this measure supersede in its entirety
Proposition 65, if this measure and Proposition 65 both are approved and
this measure receives a higher number of affirmative votes than
Proposition 65. Therefore, in the event that this measure and Proposition
65 both are approved and this measure receives a higher number of
affirmative voles, none of the provisions of Proposition 65 shall take effect.

Proposition 65

This initiative measure is submitted to the people in accordance with
the provisions of Section 8 of Article 11 of the California Constitution.

This initiative measure amends an article of, and adds an article to, the
California Constitution; therefore, existing provisions proposed fo be
deleted are printed in steileout-type and new provisions proposed to be
added are printed in italic type to indicate that they are new.

"PROPOSED LAW

THE LOCAL TAXPAYERS AND PUBLIC SAFETY
PROTECTION ACT

SECTION 1. Short Title

These amendiments to the California Constitution shall be known and
may be cited as the Local Taxpayers and Public Safety Protection Act.

SECTION 2. Findings and Purposes

(a) The people of the State of California find that restoring local con-
trol over local tax dollars is vital to insure that local tax dollars are used to
provide critical local services, including, but not limited to, police, fire,
emergency and trauma care, public health, libraries, criminal justice, and
road and street maintenance. Reliable funding for these services is essen-
tial for the security, well-being, and quality of life of all Californians.

(b) For many years, the Legislature has taken away local tax dollars
used by local governments so that the state could control those local tax
dollars. In fact, the Legislature has been taking away billions of local tax
dollars each year, forcing local governments to either raise local fees
or taxes to maintain services, or cut back on critically needed
local services.

() The Legistature’s diversion of local tax doHars from local govern-
ments harms local governments’ ability to provide such specific services
as police, fire, emergency and trauma care, public health, libraries, crimi-
nal justice, and road and strect maintenance.

(d) In recognition of the harm caused by diversion of local tax dollars
and the importance placed on voter control of major decisions concerning
government finance, and consistent with existing provisions of the
California Constitution that give the people the right to vote on fiscal
changes, the people of the State of California want the right to vote upon
actions by the state government that take local tax dollars from local gov-
ernments.

(e) The Local Taxpayers and Public Safety Protection Act is designed
to insure that the people of the State of California shall have the right to
approve or reject the actions of state government to take away local rev-
enues that fund vitally needed local services.

(f) The Local Taxpayers and Public Safety Protection Act strengthens
the requirement that if the state mandates local governments to implement

new or expanded programs, then the state shall reimburse local govern-
ments for the cost of those programs.

(g) The Local Taxpayers and Public Safety Protection Act does
not amend or modify the School Funding Initiative, Proposition 98
(Section 8 of Article XVI of the California Constitution).

(h) Therefore, the people declare that the purposes of this act are to:

(1) Require voter approval before the Legislature removes local
tax dollars from the control of local government, as described in this
measure.

(2) Insure that focal tax dollars are dedicated to local governments to
fund local public services.

(3) Insure that the Legislature reimburses local governments when the
state mandates local governments to assume more financial responsibility
for new or existing programs.

(4) Prohibit the Legislature from deferring or delaying annual reim-
bursement to local governments for state-inandated programs.

SECTION 3. Article XIII E is added to the California Constitution,
to read:

ARTICLE XIII E

LOCAL TAXPAYERS AND PUBLIC SAFETY
PROTECTION ACT

SECTION 1. Statewide Voter Approval Required

(a) Approval by a majority vote of the electorate, as provided for in
this section, shall be required before any act of the Legislature takes effect
that removes the following funding sources, or portions thereof. from the
control of any local government:

(1} Reduces, or suspends or delays the receipt of. any local govern-
ment’s proportionate share of the local property tax when the Legislature
exercises its power to apportion the local property tax; or requires any
local government to remit local properiy taxes to the Stale, a siate-
created fund, or, without the consent of the affected local governments, tv
another local government.

(2) Reduces, or delays or suspends the receipt of the Local
Government Base Year Fund to any local government, without appropriat-
ing funds 1o offset the reduction, delay, or suspension in an equal amount.

(3) Restricts the authority to impose, or changes the method of distrib-
uting, the local sales tax.

(4) Reduces, or suspends or delays the receipt of, the 2003 Local
Government Payment Deferral.

(5) Fails to reinstate the suspended Bradley-Burns Uniform Local
Sales and Use Tax rate in accordance with Section 97.68 of the Revenue
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TEXT OF PROPOSED LAW

This law proposed by Assembly Bill 9 of the 2003-2004 Fifth
Extraordinary Session (Chapter 2, 2003-2004 Fifth Extraordinary Session)
is submitted to the people in accordance with the provisions of Article
XVI of the California Constitution.

This proposed law adds sections to the Government Code; therefore,
new provisions proposed to be added are printed in italic type to indicate
that they are new.

PROPOSED LAW

SEC. 3. Title 18 {commencing with Section 99050) is added to the
Government Code, to read:

TITLE 18. THE ECONOMIC RECOVERY BOND ACT
CHAPTER 1. GENERAL PROVISIONS

99050. (a) This title shall be known and may be cited as the
Economic Recovery Bond Act.

{b) Thé Legislature finds and declares that it is essential to the
public welfare that an efficient, equitable, and alternative source of
funding be established in order to preserve public education and critical
health and safety programs that otherwise could not be funded in light of
the accumulated state budget deficit, and that securing the availability
of the proceeds of the bonds proposed to be issued and sold pursuant to
this title is the most efficient, equitable, and economical means
available.

99051. As used in this title, the following terms have the following
meanings:

(a) (1) "Accumulated state budget deficit" has the same meaning as in
Section 1.3 of Article XVI of the California Constitution.

(2) The amount referred to in paragraph (1) shall be as certified by
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the Director of Finance.

(b) "Ancillary obligation" means an obligation of the state entered
into in connection with any bonds issued under this title, including the
following:

(1) A credit enhancement or liquidity agreement, including any
credit enhancement or liquidity agreement in the form of bond insurance,
letter of credit, standby bond purchase agreement, reimbursement
agreement, liquidity facility, or other similar arrangement.

(2) A remarketing agreement.

(3) An auction agent agreement.

(4) A broker-dealer agreement or other agreement relating to the
marketing of the bonds.

(5) An interest rate or other type of swap or hedging contract.

(6) An investment agreement, forward purchase agreement, or similar
structured investment contract.

(c) "Committee" means the Economic Recovery Financing Committee
created pursuant to Section 99055.

(d) "Fund" means the Economic Recovery Fund created pursuant to
Section 99060.

(e) "Resolution® means any resolution, trust agreement, indenture,
certificate, or other instrument authorizing the issuance of bonds
pursuant to this title and providing for their security and repayment.

(f) "Trustee" means the Treasurer or a bank or trust company within
or without the state acting as trustee for any issue of bonds under this
title and, if there is more than one issue of bonds, the term means the
trustee for each issue of bonds, respectively. If there are cotrustees for
an issue of bonds, "trustee" means those cotrustees collectively.

CHAPTER 2. ECONOMIC RECOVERY
FINANCING COMMITTEE

99055. (a) Solely for the purpose of authorizing the issuance and
sale pursuant to the State General Obligation Bond Law of the bonds
authorized by this title and the making of those determinations and the
taking of other actions as are authorized by this title, the Economic
Recovery Financing Committee is hereby created. For purposes of this
title, the Economic Recovery Financing Committee is"the committee" as that
term is used in the State General Obligation Bond Law (Chapter 4
(commencing with Section 16720) of Part 3 of Division 4 of Title 2).

(b) The committee consists of all of the following members:

(1) The Governor or his or her designee.

(2) The Director of Finance.

(3) The Treasurer.

(4) The Controller.

(5) The Secretary of Business, Transportation and Housing.

(6) The Director of General Services.

(7) The Director of Transportation.

{c) Notwithstanding any other provision of law, any member may
designate a deputy to act as that member in his or her place and stead for
all purposes, as though the member were personally present.

(@) The Legislature finds and declares that each member of the
committee has previously acted as a member of a similar finance committee.

(e) A majority of the members of the committee shall constitute a
quorum of the committee and may act for the committee.

(f ) The Director of Finance shall serve as chairperson of the
committee.
CHAPTER 3. ECONOMIC RECOVERY FUND

99060. (a) The proceeds of bonds issued and sold pursuant to this




title shall be deposited in the Economic Recovery Fund, which is hereby
established in the State Treasury.

(b) Moneys in the fund shall be invested in the Surplus Money
Investment Fund, and any income from that investment shall be credited to
the fund.

(c) Except for amounts necessary to pay costs of issuance,
administrative costs, and any other costs payable in connection with the
bonds, and to retire or refund bonds issued and sold pursuant to this
title or bonds issued and sold under Title 17 (commencing with Section
99000), the remaining balance of the fund, as determined by the committee,
shall be transferred to the General Fund to fund the purposes set forth in
this title.

99062. Out of the first money realized from the sale of bonds as
provided in this chapter, there shall be redeposited in the General
Obligation Bond Expense Revolving Fund, established by Section 16724.5,
the amount of all expenditures made for purposes specified in that
section, and this money may be used for the same purpose and repaid in the
same manner whenever additional bond sales are made.

99064 . The proceeds of the bonds issued and sold pursuant to this
chapter shall be available for the purpose of providing an efficient,
equitable, and economical means of doing both of the following:

{a) Funding the accumulated state budget deficit, which may be
accomplished in part by refunding or repaying bonds issued pursuant to
Title 17 (commencing with Section 99000).

{b) Paying costs relating to the issuance of bonds under this title,
including, but not limited to, providing reserves, capitalized interest,
and the costs of obtaining or entering into any ancillary obligation,
costs associated with the repayment or refunding of the fiscal recovery
bonds issued pursuant to Title 17 (commencing with Section 99000), and
‘administrative and other costs associated with implementing the purposes
of this title.

CHAPTER 4. BOND PROVISIONS

99065. (a) Subject to subdivision (b), bonds in the total amount of
‘ fifteen billion dollars ($15,000,000,000), not including the amount of any
refunding bonds issued in accordance with Section 99075, or so much
thereof as is necessary, may be issued and sold to provide a fund to be
used for carrying out the purposes expressed in this title and to
reimburse the General Obligation Bond Expense Revolving Fund, pursuant to
Section 16724.5. The bonds, when sold, shall be and constitute a valid and
binding obligation of the State of California, and the full faith and
credit of the State of California is hereby pledged for the punctual
payment of both principal of, and interest on, the bonds as the principal
and interest become due and payable. Additionally, the bonds, when sold,
shall be secured by a pledge of revenues and any other amounts in the
Fiscal Recovery Fund created pursuant to Section 99008. The bonds may be
secured by different lien priorities on amounts in the Fiscal Recovery
Fund. ,
{b) The amount of bonds that may be issued and sold pursuant to
subdivision (a) shall be reduced by the amount of bonds issued pursuant to
Title 17 (commencing with Section 99000), and by the amount of bonds
issued pursuant to the California Pension Obligation Financing Act
(Chapter 7 (commencing with Section 16910) of Part 3 of Division 4 of
Title 2), except to the extent those bonds will be retired, defeased, or
redeemed with the proceeds of bonds authorized by this title.

{(c) Pursuant to this section, the Treasurer shall sell the bonds
authorized by the committee. The bonds shall be sold upon the terms and
conditions specified in a resolution to be adopted by the committee
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pursuant to Section 16731 and Section 99070. Whenever the committee deems
it necessary for an effective sale of the bonds, the committee may
authorize the Treasurer to sell any issue of bonds at less than their par
value. Notwithstanding Section 16754.3, the discount with respect to any
issue of the bonds shall not exceed 3 percent of the par value thereof,
net of any premium.

99066. The bonds authorized by this title shall be prepared,
executed, issued, sold, paid, and redeemed as provided in the State
General Obligation Bond Law (Chapter 4 (commencing with Section 16720) of
Part 3 of Division 4 of Title 2), and all of the provisions of that law,
except subdivisions (a) and (b) of Section 16727 or any other provision in
that law that is inconsistent with the terms of this title, apply to the
bonds and to this title and are hereby incorporated in this title as
though set forth in full in this title.

99067. For purposes of this title, the Department of Finance is
designated the"board" as that term is used in the State General Obligation
Bond Law.

99069. Notwithstanding any other provision of this title, or of the
State General Obligation Bond Law, if the Treasurer sells bonds pursuant
to this title that include a bond counsel opinion to the effect that the
interest on the bonds is excluded from gross income for federal tax
purposes subject to designated conditions, the Treasurer may maintain
separate accounts for the bond proceeds invested and for the investment
earnings on those proceeds, and may use or direct the use of those
proceeds or earnings to pay any rebate, penalty, or other payment required
under federal law or take any other action with respect to the investment
and use of those bond proceeds that is required or desirable under federal
law in order to maintain the tax-exempt status of those bonds and to
obtain any other advantage under federal law on behalf of the funds of
this state.

99070. (a) (1) The committee shall determine whether or not it is
necessary or desirable to issue bonds authorized pursuant to this title in
order to carry out the purposes of this title and, if so, the amount of
bonds to be issued and sold, the times at which the proceeds of the bonds
authorized by this title shall be required to be available, and those
other terms and conditions for the bonds authorized by this title as it
shall determine necessary or desirable.

(2) In addition to all other powers specifically granted in this
title and the State General Obligation Bond Law, the committee may do all
things necessary or convenient to carry out the powers and purposes of
this title, including the approval of any indenture and any ancillary
obligation relating to those bonds, and the delegation of necessary duties
to the chairperson, and to the Treasurer as agent for sale of the bonds.

(3) The committee shall determine the amount of the bonds to be
issued so that the net proceeds of the bonds issued to fund the
accumulated budget deficit, when added to the net proceeds of any bonds
issued pursuant to Title 17 (commencing with Section 99000) for that
purpose, exclusive of bonds issued pursuant to this title for the purpose
of refunding bonds issued pursuant to this title or Title 17 (commencing
with Section 99000), will not exceed fifteen billion dollars
($15,000,000,000) in the aggregate. Nothing in this section shall be
construed to limit the ability of the committee to authorize the issuance
of any amount of bonds that it shall determine necessary or appropriate to
accomplish the purposes of this title, including the refunding or
redemption of the bonds issued pursuant to Title 17 (commencing with
Section 99000), subject to the limit on the total amount of bonds set
forth in Section 99065.
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(b) Successive issues of bonds may be authorized and sold to carry
out those actions progressively, and it is not necessary that all of the
bonds authorized to be issued be sold at any one time. In addition to all
other powers specifically granted in this title and the State General
Obligation Bond Law, the committee may do all things necessary or
convenient, including the delegation of necessary duties to the
chairperson and to the Treasurer as agent for sale of the bonds, to carry
out the powers and purposes of this title.

99071. The principal of and interest on the bonds and the payment of
any ancillary obligations shall be payable from and secured by a pledge of
all state sales and use tax revenues in the Fiscal Recovery Fund
established pursuant to Section 99008 and any earnings thereon. To the
extent that moneys in the Fiscal Recovery Fund are deemed insufficient to
make these payments, pursuant to an estimate certified by the Director of
Finance and approved by the committee, there shall be collected each year
and in the same manner and at the same time as other state revenue is
collected, in addition to the ordinary revenues of the state, a sum in an
amount required to pay the principal of, and interest on, the bonds and
the payment of any ancillary obligations for which payment is authorized
by this title and for which the full faith and credit of the state has
been pledged. It is the duty of all officers charged by law with any duty
in regard to the collection of the revenue to do and perform each and
every act that is necessary to collect that additional sum.

99072. (a) Notwithstanding Section 13340, there is hereby
continuously appropriated from the Fiscal Recovery Fund established
pursuant to Section 99008 an amount that will equal the total of the
following:

(1) The sum annually necessary to pay the principal of, and interest
on, bonds issued and sold as described in Section 99070, as the principal
and interest become due and payable, together with any amount necessary to
satisfy any reserve and coverage requirements in the resolution.

(2) The sum necessary to pay any ancillary obligations entered into
in connection with the bonds.

(3) Any trustee and other administrative costs incurred in
connection with servicing the bonds and ancillary obligations.

(4) Redemption, retirement, defeasance or purchase of any bonds as
authorized by the committee prior to their stated maturity dates.

(b) Notwithstanding Section 13340, if the funds appropriated by
subdivision (a) are estimated to be insufficient to meet the requirement
specified in paragraphs (1) to (4), inclusive, of subdivision (a), as
approved pursuant to Section 99071, there is hereby continuously
appropriated from the General Fund, for the purposes of this chapter, an
amount that will provide sufficient revenues to meet whatever requirements
specified in paragraphs (1) to (4), inclusive, of subdivision (a) cannot
be met from revenues appropriated from the Fiscal Recovery Fund.

(c) The sales and use tax revenues received pursuant to Sections
6051.5 and 6201.5 of the Revenue and Taxation Code and deposited into the
Fiscal Recovery Fund are hereby irrevocably pledged to the payment of
principal and interest on the bonds issued pursuant to this title, to
payment of any ancillary obligations, and to costs necessary for servicing
and administering the bonds and ancillary obligations. The Legislature may
elect to deposit additiomnal revenues in the Fiscal Recovery Fund. The
pledge of this subdivision shall vest automatically upon execution and
delivery of any resolution or agreement relating to ancillary obligations,
without the need for any notice or filing in any office or location.

99074. All money deposited in the Economic Recovery Fund that is
derived from accrued interest on bonds sold shall be reserved in that fund
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and shall be available for transfer to the Fiscal Recovery Fund as a
credit to expenditures for bond interest.

99075. The bonds may be refunded in accordance with Article 6
(commencing with Section 16780) of Chapter 4 of Part 3 of Division 4 of
Title 2, which is a part of the State General Obligation Bond Law.
Approval by the electors of the state for the issuance of the bonds
described in this title shall include approval of the issuance of any
bonds issued to refund any bonds originally issued under this title or any
previously issued refunding bonds.

99076. The Legislature hereby finds and declares that, inasmuch as
the proceeds from the sale of bonds authorized by this title are
not"proceeds of taxes" as that term is used in Article XIII B of the
California Constitution, the disbursement of these proceeds is not subject
to the limitations imposed by that article.

99077. The state hereby pledges and agrees with the holders of any
bonds issued pursuant to this title that it will not reduce the rate of
imposition of either of the taxes imposed pursuant to Sections 6051.5 and
6201.5 of the Revenue and Taxation Code, which generate the revenue
deposited in the Fiscal Recovery Fund.

SEC. 8. Sections 1 to 4.20, inclusive, of this act shall become
operative only if both of the following occur:

(a) ACA 5 of the 2003—-04 Fifth Extraordinary Session is submitted to
and approved by the voters at the March 2, 2004, statewide primary
election.

(b) The voters adopt the Economic Recovery Bond Act, as set forth in |
Section 3 of this act.
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