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May 23, 2018 

Assembly Member Eloise Gómez Reyes 
California State Assembly 
State Capital Room 2175 
Sacramento, CA  95814 

Subject:  SUPPORT of AB 2268 (as amended April 2, 2018) 

Dear Assembly Member Reyes: 

The El Dorado Local Agency Formation Commission (LAFCO) is pleased to join the California 
Association of Local Agency Formation Commissions (CALAFCO) in support of Assembly Bill AB 2268 
as amended April 2, 2018.  This bill would restore funding to approximately 140 cities that had annexed 
inhabited territory in reliance on previous financial incentives, then suffered significant fiscal harm when 
those funds were swept away due to the passage SB 89 (2011). The bill also offers similar incentives to 
support future annexations of inhabited territory to improve services to affected residents consistent with 
state LAFCO policies. 
The VLF gap created by SB 89, one of the 2011 budget bills, created a financial disincentive for future 
city incorporations and annexations of inhabited territory.  Further, it created severe fiscal penalties for 
those communities which chose to annex inhabited territories, particularly unincorporated islands. In 
several previous legislative acts, the Legislature had directed LAFCOs to work with cities to annex 
unincorporated inhabited islands. The loss of financial incentive for these inhabited annexations has 
made it difficult for LAFCos to follow this legislative directive.  
Reinstating revenues for annexations is consistent with statewide LAFCo legislative policies of providing 
communities with local governance and efficient service delivery options, including the ability to annex. 
The inability to do so creates a tremendous detriment to the creation of logical development boundaries 
and to the prevention of urban sprawl. Because AB 2268 reinstates a critical funding component to cities 
who previously annexed inhabited territory and did so relying on this financing, and to those cities who 
annex inhabited territory in the future, El Dorado LAFCO supports this bill.   
Thank you for authoring this important piece of legislation. Please feel free to contact me or José 
Henríquez, El Dorado LAFCO’s Executive Officer, should you have any questions about El Dorado 
LAFCO’s position. 

Respectfully, 

Shiva Frentzen, Chair 
El Dorado LAFCO  

Cc: Pamela Miller, Executive Director, CALAFCO 
Dan Carrigg, Deputy Executive Director and Legislative Director, League of CA Cities 
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AMENDED IN ASSEMBLY APRIL 16, 2018

AMENDED IN ASSEMBLY APRIL 2, 2018

california legislature—2017–18 regular session

ASSEMBLY BILL  No. 2268

Introduced by Assembly Member Reyes

February 13, 2018

An act to amend Section 97.70 of the Revenue and Taxation Code,
relating to local government finance.

legislative counsel’s digest

AB 2268, as amended, Reyes. Local government finance: property
tax revenue allocations: vehicle license fee adjustments.

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 provides 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 requires that, for purposes of
determining property tax revenue allocations in each county for the
1992–93 and 1993–94 fiscal years, 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.
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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 additional property tax revenues in the form of a vehicle
license fee adjustment amount, as defined, from a Vehicle License Fee
Property Tax Compensation Fund that exists in each county treasury.
Existing law requires that these additional allocations be funded from
ad valorem property tax revenues otherwise required to be allocated to
educational entities. Existing law, for the 2006–07 fiscal year, and for
each fiscal year thereafter, requires the vehicle license fee adjustment
amount to be the sum of the vehicle license fee adjustment amount for
the prior fiscal year, if specified provisions did not apply, and the
product of that sum and the percentage change from the prior fiscal
year in the gross taxable valuation within the jurisdiction of the entity.
Existing law establishes a separate vehicle license fee adjustment amount
for a city that was incorporated after January 1, 2014, 2004, or on or
before January 1, 2012.

This bill, for the 2018–19 fiscal year, would instead require the vehicle
license fee adjustment amount to be the sum of the vehicle license fee
adjustment amount in the 2017–18 fiscal year, the product of that sum
and the percentage change in gross taxable assessed valuation within
the jurisdiction of that entity between the 2017–18 fiscal year to the
2018–19 fiscal year, and the product of the amount of specified motor
vehicle license fee revenues that the Controller allocated to the
applicable city in July 2010 and 1.17. This bill, for the 2019–20 fiscal
year, and for each fiscal year thereafter, would require the vehicle license
fee adjustment amount to be the sum of the vehicle license fee
adjustment amount for the prior fiscal year and the product of the amount
as so described and the percentage change from the prior fiscal year in
gross taxable assessed valuation within the jurisdiction of the entity.

By imposing additional duties upon local tax officials with respect
to the 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.

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 the statutory
provisions noted above.
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Vote:   majority.   Appropriation:   no.  Fiscal committee:   yes.

State-mandated local program:   yes.

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

 line 1 SECTION 1. Section 97.70 of the Revenue and Taxation Code
 line 2 is amended to read:
 line 3 97.70. Notwithstanding any other law, for the 2004–05 fiscal
 line 4 year and for each fiscal year thereafter, all of the following apply:
 line 5 (a) (1)  (A)  The auditor shall reduce the total amount of ad
 line 6 valorem property tax revenue that is otherwise required to be
 line 7 allocated to a county’s Educational Revenue Augmentation Fund
 line 8 by the countywide vehicle license fee adjustment amount.
 line 9 (B) If, for the fiscal year, after complying with Section 97.68

 line 10 there is not enough ad valorem property tax revenue that is
 line 11 otherwise required to be allocated to a county Educational Revenue
 line 12 Augmentation Fund for the auditor to complete the allocation
 line 13 reduction required by subparagraph (A), the auditor shall
 line 14 additionally reduce the total amount of ad valorem property tax
 line 15 revenue that is otherwise required to be allocated to all school
 line 16 districts and community college districts in the county for that
 line 17 fiscal year by an amount equal to the difference between the
 line 18 countywide vehicle license fee adjustment amount and the amount
 line 19 of ad valorem property tax revenue that is otherwise required to
 line 20 be allocated to the county Educational Revenue Augmentation
 line 21 Fund for that fiscal year. This reduction for each school district
 line 22 and community college district in the county shall be the percentage
 line 23 share of the total reduction that is equal to the proportion that the
 line 24 total amount of ad valorem property tax revenue that is otherwise
 line 25 required to be allocated to the school district or community college
 line 26 district bears to the total amount of ad valorem property tax revenue
 line 27 that is otherwise required to be allocated to all school districts and
 line 28 community college districts in a county. For purposes of this
 line 29 subparagraph, “school districts” and “community college districts”
 line 30 do not include any districts that are excess tax school entities, as
 line 31 defined in Section 95.
 line 32 (2) The countywide vehicle license fee adjustment amount shall
 line 33 be allocated to the Vehicle License Fee Property Tax Compensation
 line 34 Fund that shall be established in the treasury of each county.
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