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SUPERIOR COURT OF THE STATE OF CALIFORNIA
CONTRA COSTA COUNTY

CITY OF BRENTWOOD, et al.,
Petitionergldriaintiffs MSN11-1029
V. RULING ON MOTION FOR WRIT
ROBERT A. CAMPBELL, in his official capacity | OF MANDATE AND POST-TRIAL
as Auditor-Controller of Contra Costa County, ORDER
Responderd refendant
and
CITY OF RICHMOND,

Intervenor

l. Introduction

Chevron USA (“Chevron”) paid property taxes on téfnery it owns and operates in
Richmond, California. It asserted that the refyne@as over-valued in tax years 2004, 2005 &
2006, and filed an appeal with the Assessment Appimard (“AAB”).!

On November 19, 2009, after extensive hearingsAisessment Appeals Board foun
that Chevron’s property tax assessments were tgioihieach of those three years. The res

its decision was to entitle Chevron to a refunthimaggregate amount of $17,872,294.70.

! There are many parcels included in the “refineagdetailed in the Assessment Appeals Board'sigeci But it
is not necessary, for present purposes, to detedhiat level of detail. In this opinion, the tefthe refinery” is
used to denote the parcels that were the subjebeokAB’s decision. Also, sometimes the partak about
(fiscal) years 2004-05, 2005-06 and 2006-07. TberCadopts the AAB’s usage of “tax years 2004,5280d
2006."
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It fell to the county’s Auditor-Controller to refdrthe money to Chevron, and, more
pertinent, to determine how to account for thatimef The Auditor-Controller determined thd
the lawful method was to charge every tax jurisdicin the county a share of the cost of tha
refund.

Petitioners-plaintiffs were among the jurisdictiai@rged. They filed suit, seeking to
compel the Auditor-Controller to charge only thagdictions within the tax revenue area thg
contains the Chevron refinery.

The operative pleading is the Second Amendedi®efior Writ of Mandate and
Complaint for Declaratory and Injunctive Reliet.seeks (i) a writ of mandate, (ii) injunctive

relief, and (iii) declaratory relief. On Novemi&8, 2011 the City of Richmond intervened in

At

the case. On September 17, 2012, Petitionersdil@adtion for judgment on the writ pursuant to

Code of Civil Procedure Section 1094.

Since the issues on the writ, the complaint, aedbtion are largely identical, the Cg

set the matter simultaneously for trial and forrirepon Petitioners’ motion. Thus, all matters

came on for hearing and trial on November 20, 2(R&titioners were represented by Benja
P. Fay and Rick W. Jarvis. Respondent was reptesddry Rebecca J. Hooley and Eric S.
Gelston. Intervenor was represented by Brett lcePr

The Court heard testimony from three witnessesduhie morning session. In the
afternoon it heard argument from counsel.

At the Court’s request, the parties considered vpieviously filed evidence should b
considered with respect to the motion and whictodbe matters being tried. At the outset g
the afternoon session the parties stipulated that:

(1) With respect to the motion for a writ of mandates Court may consider all

the evidence filed with the moving and opposinggrapincluding the exhibi

2 “petitioners-plaintiffs” is an awkward refererithe Court will refer to them as “Petitioners.” Samly, it
sometimes refers to the Auditor-Controller as “Resfent.”
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(ii)

The Court accepted that stipulation and proceedsrdingly.

Four preliminary matters should be addressed béfionéng to the merits of the case.

1.

and deposition excerpts, subject to the Courtimgubn the evidentiary
objections filed with those papers. (See below.)

If the Court denies the motion or does not act updhen all of that materia
may still be considered for all other purposesgekthat the excerpts from

Mr. Ybarra’s deposition shall be excluded.

Does The Petition-Complaint names Does 1-10. Nothwag said about
them at trial. The Doe defendants are dismissed.

Injunctive Relief At trial, Petitioners did not seek injunctiveie¢l They

acknowledged that they have already been chargecdot$t of the refund to
Chevron and that there is nothing to enjoin. Thies prayer for injunctive
relief is denied.

Statement of decisionTrial was completed within one day and no party

requested a statement of decision. So, the Cgaues this Ruling and Ordg

=

Evidentiary Objections At the outset of the hearing the Court stated it

intended rulings on the evidentiary objections. dve argued with respect 1o
those rulings. As a result, the Court now makeal fihe following rulings on
the disputed evidence:

Requests for Judicial Notic&here was no objection to Petitioners’ request

U7

for judicial notice of Exhibits 52, 53, 56, 57, %8)d 59; or to Respondent’
request for judicial notice of Exhibits A through Ehe Court will take

judicial notice of them. There was objection tchibits 54, 60, 61 and 62.

~t

Those objections are overruled. Exhibit 54 is eaky the same as Exhib

62 as to which notice may be taken under EviderageGection 452(c).
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Thus, even though there is “restricted use” langudgs still before the
Court which will give it the weight to which it entitled. With respect
Exhibits 60, and 61 sdéaufman & Broad Communities, Inc, v Performair]
Plastering, Inc(2005) 133 Cal. App. 4th 26.

b. Other Evidentiary Objectionfespondent objected to Exhibits 28-37 to |

Fay’'s declaration. There was no question raisediaieir authenticity. Th
objection is overruled. Petitioners objected trageaph 8 of Mr. Ybarra’s
declaration. The hearsay objection is sustained.

. Analysis of the Issue

A. Definitions
It is necessary to be clear about some of the tédmatsare used by the parties and the
“Jurisdiction” refers to a governmental entity tthhaceives a share of the property t

collected in a county. Its precise definition isifial in Section 95.

ce

e

law.

AXES

“Fund” (as used in Section 4707) refers to an antestablished for each jurisdiction.

(Each jurisdiction is assigned a fund number.) , See example, Exhibit 40 to Mr. Fay
declaration. The first column lists the fund numldee second column identifies the jurisdic
to whose account that fund number is assigned.

“Tax Rate Area” means, with some exceptions, ‘@c# geographic area all of which

within the jurisdiction of the same combination lo€al agenci¢sand school entities for the

current fiscal year.” Section 95(g). Essentiaityis an area which encompasses a numh
jurisdictions. So, for example, Exhibit 41 to Mray's declaration lists the jurisdictions (

their fund numbers) in Tax Rate Area 08001.

3 All references are to the Revenue and TaxatioreGmdess otherwise noted.

“ “Local agency” means a city, county, and spedtridt. Section 95(a).

/'S

tion

1S

er of

and




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

B. The Property Tax Statutes At Issue

Although the parties have filed extensive briefd amidence, the issue is simply statg
whether the Auditor-Controller followed the lawspreading the cost of the Chevron refund
among all the jurisdictions that receive a sharthefcounty’s property tax receipts.

Respondent says he is required by Sections 96.2 &ndto apportion the costs as heg
did. Petitioners say he is not required to do.tidtey say his method results in something
fundamentally unfair: they are required to “paylanoney they did not receive in the first
place.

To decide this case, it is necessary to undergantething about the property tax
system. Fortunately, our Supreme Court explain@desof the key provisions of that system
an opinion released the day before the trial f thatter:

Following the passage of Proposition 13, the prigptex allocation system has
been governed by article 2 of chapter 6 of pario® division 1 of the Revenue
and Taxation Codesection 96 et segprimarily sections 96.1, 96.2, and 96.5.
Under these statutes, in every current fiscal yeaeh local entity receives
property tax revenues equal to what it receivetthénprior year (also referred tg
its base) (8 96.1, subd. (a)(1)), plus its propodi share of any increase in
revenues due to growth in assessed value withboitsdaries, which is defined
as the “ ‘annual tax increment’ ” (8§ 96.1, subd(Z# see 88 96.2, 96.5). The s
of these two amounts—the prior year base plusuheiot year's proportional
share of the tax increment—becomes each jurisdistivew base amount for th
following year's calculations. (88 96.1, subd.13)06.5.) Named after the
Assembly bill that originally enacted the fundanaistructure of this statutory

scheme, this system is commonly referred to a8At 8” allocation system,

with section 96.1 as its principal statut@ity of Scotts Valley v. County of Santa

n
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Cruz(2011) 201 Cal.App.4th 1, 8-9, 49 [133 Cal. Rptr.235].) Under this
statutory allocation system, “the proportional allbons established in the first
fiscal year following the passage of Propositionds8smodified for the following
fiscal year, are perpetuated year after year, antexdified by the Legislature.”
(Id. at p. 9.)

City of Alhambra et al. v. County of Los Angg2812) 55 Cal.% 707, 713.

The county collects all property taxes. So, theifar-Controller must apportion the
collected revenues to all the tax jurisdictionshie county. He does that using the property|tax
apportionment factors which are calculated in ti@ner specified in Section 96.2.

In simple terms, the Auditor-Controller determimagh jurisdiction’s percentage of the
taxes allocated to all jurisdictions in the coun8o, for example, if the taxes allocated to thg
(hypothetical) Martinez Mosquito Abatement Distipetrsuant to Sections 96.1 and 96.5 are
$1,000 and the taxes allocated to all jurisdictionhe county total $100,000, then the Martinez
Mosquito Abatement District has a property tax appoment factor of 1% (that is $1,000
divided by $100,000).

The Auditor-Controller, Mr. Campbell, testifiedectibly. He explained that the
jurisdictions’ property tax apportionment factore aggregated by tax revenue area. The
allocations are actually made to each tax reveneg @nd then divided among the jurisdictions
in a given tax revenue area by certain percentaeh are “more or less statié.”

Therefore, when, say, Chevron, pays its propergddo the tax collector, that money

goes into a “pot” that contains all of the tax payns from around the county. Those monieg are

® This calculation is mandatory. See Section 1Ghll’ is mandatory...”)

® That is to say, the division among the jurisdiatidn a tax revenue area is done by a “more orstesis” formula.
The apportionment factors for the individual jurettbns and therefore the tax revenue areas chaoge
dynamically.
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then apportioned to all jurisdictions in the couhyythe Auditor-Controller using the property
tax apportionment factors.

That is how a given year’s revenues are apportiovgtat, then, is an Auditor-
Controller to do when an Assessment Appeals Boatdrs that aefundbe paid to a taxpayer
for overpayments in earlier years?

C. How an Auditor-Controller is Supposed to Handleurels

The parties cite two different statutes as thes®of the Auditor-Controller’s duty with

respect to tax refunds. Petitioners point to $acti707. Respondent points to Section 96.2
which he says is consistent with Section 4707.

Petitioners point to Section 4707 because Contstdd0ounty is a “Teeter County” ar
because this case involves secured property tdkesquires a brief diversion to explain that

Desmond Teeter was the Auditor-Controller of Coftosta County in the 1940’s. Hg

d)

d

devised a plan for handling secured property taxesway that would smooth out the problems

associated with actually collecting the taxes dilie taxpayers. Fundamentally, the county

knew how much it was billing. It did not know haeauch it would be able to collect, since spme

taxpayers might not pay or might pay late.
The Teeter Plan distributes taxes to all the juctszhs in the county based not on the

amount actually collected (as had been done umn), but based on the amount billed. To

avoid paying the jurisdictions more than the cowtlects, the Teeter Plan creates a “tax loss

reserve fund.” It uses that fund to pay any shdrih the current year's payments to the
jurisdictions (based on the amount billed) thatmhigccur due to the failure to collect the full

amount billed’

" The Court derives its understanding of the Tetan largely from counsel and the testimony of RoBampbell
rather than from a detailed parsing of the statlitee description given above is a simplificatidribee Teeter plan|.
But for purposes of this opinion, it is probablgwficient description, since that is how the pstilescribed it and
there was no dispute about the description.
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In 1949 the legislature amended the Revenue andtibaxCode to allow counties to use

the Teeter Plan. Section 4701 et seq. At oralragmt, the Court was advised that most

counties have elected to use it, including Conwat&.

The significance of that is this. The Teeter Ripplies to the secured roll. Section 47401.

The parties agree that this case involves taxes the secured roll. Therefore, Section 4707
applies to this case. It says:
Should any tax or assessment which was apportianga time of levy be
changed by correction, cancellation or refund atitled by Part 9 of Division 1

of this code, a pro rata adjustment for the amofistich change shall be made

in

each of the funds to which apportionment previobsly been made. The total [pro

rata adjustments of amounts previously apportiatedl be entered on the

apportioned tax resources accounts of the audiidtize treasurer. The total

amount of the changes shall be entered on theextaxes receivable accounts

of the auditor.
Extracting the operative language that applies,htheestatute tells us:
“Should any tax or assessment which was apportiahétk time of levy be

changed by...refund...a pro rata adjustment for theusrnof such change shall

be made in each of the funds to which apportionmestiously has been made.

D. Whether Respondent Correctly Apportioned thev®on Refund

Here, it is undisputed that the assessment of Hei©n refinery for tax years 2005
through 2007 -- like all assessments in the countyas apportioned at the time of the levy

among all of the funds in the county using the roétspecified in Section 96%2Thus, the

8 petitioner concedes that “the property tax from@hevron Refinery was apportioned at the timéefievy of th
tax.” Petitioners’ Memorandum of Points and Authies In Support of Petitioners’ Motion for Judgmentthe
Writ, p.12, lines 9-10.

D
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refund should be charged pro rata to “each ofdinel$ to which apportionment [was]
previously...made;l.e. to all of the funds in the county.

Petitioners argue that “pro rata” means that shingtother than the property tax

apportionment factors should be used for the reflRespondent argues the contrary. Neither

cites any case directly on point.
Respondent points to Section 96.2(d). It provides
“For the 1980-81 fiscal year and each fiscal ybardafter, prior years' propert
tax revenues shall be apportioned using the facketermined pursuant to
subdivision (c) for the immediately preceding fisgaar.”

In other words, when there are changes to priarsyeallections (because of changes
such as refunds, corrections or cancellations) siveyld be apportioned using the property t
apportionment factors used for the year most récentled — regardless of whether the char
was to an assessment on last year’s roll, or 'ssaassment that is two, three or four years ¢
One simply takes the net of all changes in a figeal and apportions that net among all
jurisdictions using the prior year’s property tgppartionment factors. That, says responden
what he did. That, says respondent, is consistghtSection 4707.

That appears to be correct. Petitioners werelaralgive a convincing reason for
reading “pro rata” in a different way. At oraament, when asked what authority there w4
for a contrary reading of “pro rata,” Petitionecgunsel said he was using a dictionary defin
of pro rata “as related to or proportional.” Thessimilar to the Black’s Law Dictionary
definition of “pro rata” as “Proportionately; accimg to a certain rate, percentage, or propo
According to measure, interest, or liability.”

It adds little or nothing to the analysis. Fogrerone to insert petitioners’ definition irj

the operative statutory language quoted abovdathevould read:

ax
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“Should any tax or assessment which was apportiahétke time of levy be
changed by...refund...elated or proportionakdjustment for the amount of
such change shall be made in each of the fundfitchvapportionment
previously has been made.”
But that does not really further the analysis,if@loes not provide any clearer definitig
of “pro rata.” It does not elucidate the questitvelated or proportional to what?”
Petitioners argue that “pro rata” means the re&halld be paith proportion to the
amount of the original payment by that taxpayet thas actually received by a jurisdiction
The petitioner jurisdictions say that since thegereed none of the money that Chevron
overpaid, they should not have to pay any monej.bac
But that does violence to the language of Sectitiv4avhich directs a change in “each
the funds to which apportionment previously hasbeade.” It is undisputed that
apportionment was made to all jurisdictions in¢banty. Section 4707 does not say to mak
change “to each fund which actually received aipordf the money being refunded;” it does
say “to each fund based on the amount of tax inergrallocated to that fund as a result of th
money now being refunded.” It says “to each offthds to which apportionment previouslyj
has been made.” The evidence was clear and uniddspépportionment was made to every

fund in the county.

° As the Court noted at oral argument, Chevron has sclaiming the Assessment Appeals Board'’s detisias
incorrect and that its refund should have beentgred his Court has had that case (and a simése ¢or addition
tax years) on its docket. In describing the refaacn “overpayment” of taxes, the Court has adbibte
convention of speaking as if the Assessment Apfgadsd’s decision were correct, without prejudgimgny way
whether that is so. In other words, for purpodahis casehe Auditor-Controller acted as if the AAB’s déois
were correct and made the refund. The parties bagéed this under that set of facts, knowing thate may yet
be further adjustments if the Court finds errothiea AAB'’s rulings. However for purposestbis casgall assume
arguendo, that the AAB was right and so does th&tCdrhat simply enables the use of more straoghiird
language to describe a complicated situation. iNgtkhould be inferred from this usage other thatriging for
clarity while reserving all rights to all partigs all other cases.
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Thus, whether one looks to Section 4707, or tdi®@®®6.2, or to either of those secti
to elucidate the other, the result is the samespBedent correctly apportioned the cost of th
refund among all jurisdictions in the county.

The Court has focused on the meaning of “pro ragause that was the main point ¢
textual analysis made by Petitioners. Howeverelh@another question that bears examinat
when seeking to understand the meaning of Seci0ii.4

That question can be seen by quoting the key Egwagain, with the italicized additig

“Should any tax or assessment which was apportiahéte time of levy be changg
by...refund...a pro rata adjustment for the amounuchschange shall be made ir
each of the funds to which apportionmfaftwhat?] previously has been made.”

In other words, does one make an adjustment g@att fund which receivexhy
apportionmenbf tax revenues (ii) only to the funds which rereei an apportionment tiie
amount being refundéd

As noted above, one has to add words to Sectidi &rgive it the latter meaning. AsS
the statute reads (“to which apportionment previohas been made”) seems to suggest, m
naturally, that the adjustment should be madeltoi@dictions which received an
apportionment of the total tax revenues of the tpuiio limit apportionment of the refund to
only those jurisdictions in the tax revenue aretheftaxpayer receiving the refund would
require more words in Section 4707.

In addition, the next couple of sentences in $acti707 fortify that conclusion. They
say,

“The total pro rata adjustments of amounts previoapportioned shall be entered
the apportioned tax resource accounts of the aualitd the treasurer. The total o

the changes shall be entered on the secured reteecounts of the auditor.”
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The use of the word “total” is significant. Itgyests that the Auditor-Controller is to
make an aggregate, net adjustment. In other wthrdsAuditor-Controller is to take account
all of the corrections, cancellations, and refuimds given year, aggregate them, and then
apportion the net amount, pro rata, across allsund

That reading is in harmony with Section 96.2 wiselys, explicitly, that “prior years’

Df

property tax revenues shall be apportioned usiadabtors determined pursuant to subdivision

(c) for the immediately preceding fiscal year.” atlnefers to the property tax apportionment
factors.

These matters are discussed in more detail béfotle context of other arguments
raised by Petitioners.

E. Petitioners’ Arguments

Petitioners make a number of additional, seriogsments. The Court addresses theg
principal ones.

1. Petitioners received no share of the additionaperty taxes paid by

Chevron

There was considerable debate about whether Petisogeceived any part of the mon
refunded to Chevron. In a theoretical, mathembsiease Petitioners are correct: they did n¢

That can be seen by assuming that nothing chamgbe icounty in tax year 2005 excq
that the assessment increased for the Chevrorergfirdnder this hypothetical scenario, that
increase would have been used to calculate theaataruincrement for the tax rate area that
includes the refinery. Then the Auditor Controllyuld use that increased number to calcul
the property tax apportionment factors under Se@®.2. In doing so, the following would
occur:

In the tax rate area that contains the Chevronneiy: the numeratofthe amour

of property tax revenue allocated to the Chevrdineey tax rate area) would

12
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increase The_denominatofthe amount of property tax revenue allocatedltta®

rate areas in the county) would also increase

In the tax rate areas that do not contain the Cbeauefinery (ie., Petitioners’

jurisdictions) the_numeratofthe amount of property tax rate revenue alloc&ig¢d

Petitioners’ tax rate areas) would not increasgearease But the denominator

(the amount of property tax revenue allocated lttaalrate areas in the county
would increase'®
Thus, the property tax apportionment factor intieters’ tax rate areas would be low

since the denominator would increase while the matoeremained the same. That means {

property tax apportionment factor in the tax rataacontaining the refinery would necessarily

be higher, since the sum of all property tax apponment factors must equal 100%. Therefqg
as Petitioners say, all of the increase in revertidbbutable to the increase in Chevron’s
assessment would benefit the jurisdictions in éxeraite area containing the refinéty.

But there is a twist to this. Since Contra Costairly is a Teeter county each local
jurisdiction receives money based on the amoutddyihot collected. So, if, hypothetically,
Chevron were the only entity in the county thatiatly paid taxes that year, its money would
spread among all the jurisdictions in the courtsymoney would not stay in the refinery’s tax
rate area. However, Petitioners introduced noengd of default rates in these years that w:
allow the Court to determine where Chevron’s dslictually went, assuming they were
traceable.

So, in theory, Petitioners are right. The increaassessment redounded only to the
benefit of the jurisdictions in the tax rate areattcontains the refinery. But, in the real woilg

is not known whether or not Petitioners benefitedf Chevron’s payment.

19 As can be seen, apportionment of the Chevron sisses was included in the denominator for everiggliction
in the county.

1 See the spreadsheet attached as Exhibit A fdtustration of this
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To the extent that Petitioners have the burderra@dfpwith respect to this argument, t
have failed to carry it. They have shown thahieary they might be right. But they have
adduced no evidence to prove that, in practicey, die not receive any of the money that
Chevron paid to the county.

2. This is not fair

Petitioners argue that this is terribly unfair. eJtsay they did not get any of the mong
Chevron paid in tax years 2004 through 2006, yey Hre being required to help pay for the
refund. As noted immediately above, they haveethib prove the predicate of their argume
But assume, arguendo, that their predicate is cprassume they did not get any of the mon
Chevron paid in those tax years.

The quick answer is that the legislature need aes paws that are entirely fair, or wis
or good public policy. It has been observed tiH{#here is no equitable way to share proper
tax revenues, only different degrees of inequitity of Scotts Valley v. County of Santa Cr
(2011) 201 Cal. App. 4th 1, 7, quoting Sen. ComLocal Government, Rep. on Sen. Bill N
407 (1987-1988 Reg. Sess.) Apr. 20, 1987, p. & Thurt’s job is to apply the law as it is
written; not to second-guess the legislature’s @d®Marin Hospital District v. Rothma(1983
139 Cal. App. 3d 495, 498-99.

But there is far more of an answer to Petitionargument. The first problem with
Petitioners’ argument is that it focuses only om dime refund. They ignore everything else t
is happening in the county’s property tax system.

Former Auditor-Controller Steven Ybarra testifigedibly at trial that each year therg
are thousands (and in some years, tens of thousahtt®rrections, cancellations and refund
in the county. Respondent does not look at eathase refunds and additional payments alf
assign them only to the jurisdiction in which tieéewant property is located. So, every year

some jurisdictions will get additional money thiagy would not necessarily have received in
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first instance. In other years, those jurisdicsiovill be required to pay money “back” that the
did not necessarily receive in the first instantlat is because Respondent apportionsétef
all of the changessing the property tax apportionment factors. tTtheates net “winners” ang
“losers” among the county’s jurisdictions. Buatls what Sections 96.2(d) and 4707
contemplate. A jurisdiction that is a net winrigistyear may be a net loser next y&ar.

As Respondent and Intervenor argue, this has leeprocess for decades. No one
ever complained until now. Perhaps the plussesrandses to any given jurisdiction “washg
out” over the years. Perhaps they did not. Rdgssgdno one objected.

The reason for the objection now is that therenis large refund which shines a spotli
on the apportionment mechanism. This one caged{itioners’ judgment) shows the whole
system to be unfair.

But the fact that one large refund has unusuahfiie consequences does not mean

24

)

as

d

ght

the

system is fundamentally unfair. It means that piteecades, there is a potential for a painfully

anomalous result.

That is not the end of the story. For the AssessAppeals Board more recently
determined that the assessments of the Chevrarergfior fiscal years 2008 through 2010 w
too low. As a result of increased assessmentsyrGhenust pay approximately $25,000,000
additional property taxes for these years. Respoinshys he will apportion theenefitof those
additional funds using the property tax apportiontrfactors, precisely as he apportioned thg
burdenof the repayment of the refund. So, Petitionaiiseach get an apportioned share of
Chevron’s payment even though they would not haeeived any if the “right” amount had

been charged in the first place.

12 Again, this mathematical result does not take &eount the default rate in various jurisdictions Teeter
county. Determining who is a net “winner” or “la%enight require extensive analysis based on actab¢ctions.
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So, just as the thousands of micro-adjustmentge i€an call them that, wash out eacl
year; so too do these macro-adjustments somewtsdt ougt. Indeed, Petitioners will receive
net of approximately $7 million in apportioned fisdd They will not have lost money:; they v
have gained money. Viewed as a total systemhiaid to see how that is unfair to them.

Petitioners often refer to Section 96.2 as an “antiag shortcut.” Indeed, the Auditor]
Controller testified that it is much more efficidntuse property tax apportionment factors to
apportion corrections, cancellations and refuriise alternative would be a more burdensor
administrative process of matching each adjustrteit$ particular tax rate area, there being
more than a thousand tax rate aréa$he Legislature may well have decided that the 06
making precisely targeted adjustments is not wibrthat “rough justice” is good enough. Th
is a rational policy choice. It is not for this @bto second-guess.

3. Tax situs

Petitioners argue that the Auditor-Controller'si@ctviolates a fundamental rule of
property tax law: tax situs. They say, “It is adstanding rule that taxes on a property are ¢
paid to those local agencies in which the propisrsituated.*® Petitioners cite two caseSan
Francisco and San Mateo Electric Railway Co. v.t§d®04) 142 Cal. 222, 229 aQity of
Dinuba v. County of Tular€007) 41 Cal. %4859, 866. The former is, of course, a pre-

Proposition 13 case. The latter is not cited t®hplding, but rather for a dictum. And the

3 That is, $25 million (the Chevron underpaymenthusi $18 million (the Chevron overpayment).
% That is an argument made by Humboldt County, dised below.
15 petitioners’ Memorandum of Points and AuthoritieSupport of Petitioners’ Motion for Judgment ¢ Writ,

p.10, lines 11-12. Petitioners acknowledge this does not apply to supplemental and unitary tadedines 26-
28.
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applicability of that dictum is questionable sintsecontext was a discussion of the “tax
increment financing” system applicable to redeveiept agencie¥’

Respondent citeSity of Rancho Cucamonga v. Mackz(iri91) 228 Cal. App. 3d 929
as more relevant authority. There, one questics) maeed, whether legislation implementir]
Proposition 13, including Section 95 et s€dyiolates the tax situs principle because real

property taxes no longer go to the local agenciésnwvhose jurisdiction the real property is

g

located...[and because] tax money crosses jurisdigktiines and goes to local agencies in other

tax rate areas within the countyd. at 941.

The appellate court answered that clearly. Itarad that plaintiffs’ premise was wro
cities and other local agencies no longer imposeegty taxes. “[T]he only entity which now
imposes a property tax is the countyld’ at 941. As a result, “[t]he tax situs rule does
prevent a taxing entity, such as a county, fromoajigning taxes as it sees fit within its
jurisdictional boundaries. Thus, the Subject Liegiisn does not violate tax situs principlekd”

at 94218

' The Court is, of course, mindful of the importanéelicta in California Supreme Court cas&eelawler v. City|
of Redding1992)7 Cal.App.4' 778, 784. However on the prior pageQify of Dinuba the Supreme Court wrot¢
“counties have a mandatory duty to collect proptakes, then allocate and distribute the apprapgaatounts to
various taxing entities pursuantacomplex statutory scherheCity of Dinubaat 865 (emphasis supplied). Itis
unlikely the Supreme Court intended to capturectiraplexities of the statutory scheme in a one seeteictum.
Indeed, Petitioners in this case have pointed tts pd the complex statutory scheme that showttieasentence
they cite fromCity of Dinubais an oversimplification. See, for example, Ratiérs’ acknowledgement that
supplemental and unitary taxes are allocated tsdiations regardless of tax situs. In analyzir@peplex case
such as this, it helps to look at cases that ame mhioectly on point and that confront some of $pecific issues
raised here.

" The “Subject Legislation” at issue @ity of Rancho Cucamongeas Government Code §26912 and former
Revenue and Taxation Code §2237, later amendecdeandhbered as provisions including what were, atithe o
that decision, Sections 97, 97.5 and 98, the pesecs to current Sections 96.1, 96.2 and 96.5.

18 The principle of property tax situs is containedtie California Constitution at Article XIll, Séeh 14. But the
principal focus of the cases discussed in the atioois to that section concern such things as nimegaoperty;
railroad, airline and sea-going property; corpanagi headquartered in one county but having propeynother;
and water rights, None discuss the question ptedéay this case.
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Petitioners speak of “situs” as referring to eagisgiction rather than to the entire
county. City of Rancho Cucamongaiggests that post-Proposition 13, “situs” refera tounty,

Indeed, the post-Proposition 13 “complex statusmiyeme” that apportions property t
revenues does not respect a jurisdiction’s “sitasf number of ways. As Petitioners themsgq
recognize, the statute allocates tax revenues bitiga base amount and an annual tax
increment. While the latter factor is situs-driyéme former is not; it is historically derived.

The historical roots of the base amount partoositos. But when Proposition 13 was
adopted by the voters, the immediate legislatigpoase was enactment of a statute that fre
tax revenues from their situs in a given jurisdiotand re-allocated all revenues collected in
county according to a formula that required revetodeross jurisdictional boundaries.”
Revenue has crossed those boundaries ever since.

In addition, all supplemental taxes are allocatg&idgiproperty tax apportionment factg
— not tax situs. (See Section 75 et seq., espg8alttions 75.70- 75.72.) Petitioners
acknowledge thi&® The same is true for unitary taxes. They toocedloeated on a special ba
that is not tax situs based. Again, Petitionerscede thi€® A jurisdiction’s “situs” is not
relevant to that allocation.

Thus, the categorical statement that Petitioneteeni&@roperty taxes are only allocate
to those local agencies in which the taxed propertycated®* is clearly wrong.

In short, the “general policy of the law” discusse&an Francisco and San Mateo
Electric Railway Co. v. Scott, supra25, 229, has been superseded by a prescriptuglex
statutory scheme that may be informed, but is ootrolled, by the tax situs principle. The

statutory scheme preserves some elements of tisittaxprinciple. But it veers from that

19 petitioners’ Memorandum of Points and AuthoritieSupport of Petitioners’ Motion for Judgment twe Writ,
p.10.

21d. at pp.10-11.

2\d. at p.10, lines 9-10.
18
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principle in several important respects. This aas®ot be determined by a simple referend
a pre-Proposition 13 “general policy.”

4. The Humboldt County Audit

Petitioners point to an audit of Humboldt Countyfpened by the State Controller’s
Officer. Exhibit 54. Beginning on page 8, the Qofiéer’s Office finds that there were two lar,
refunds awarded to Humboldt County property taxpayethe period in question. The coun
charged the refunds to all tax jurisdictions ratihan to just those jurisdictions in which the
refunds were awarded. The State Controller's @ffletermined Humboldt County was wror
to have done that:

...[W]e concluded that only agencies within the taterareas of the successfu
appellants should be charged for the refund... Theslmdishe property tax systd
is situs that is, where the property is located. Propergssessed by its locatig
and local agencies receive a share of the taxesrafexl if services are provide

to that location. By charging agencies outsidetéixpayer’s area in order to

e to

ge
Ly

g

m

n

repay a portion of the taxes levied in the taxpayarea, the county is essentially

transferring property taxes levied for, and paidagencies outside the taxpaye
area to agencies within the taxpayer’'s area. Weiaaware of any statute that
would allow such a transfer....”
At the bottom of page 9, the report cites Sectiodldet seq. and 4707. But the State
Controller’s office does not provide any furthepknation for its conclusion.
Respondent argues that the Court should disregatdibocument since the State
Controller’'s Office intends the audit for “restect use.” It says, on page 6,
“This report is solely for the information and usfeHumboldt County, the

California Legislature, and the SCO; it is not mted to be and should not be
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used by anyone other than these specified parfibs restriction is not intende
to limit distribution of this report, which is a mter of public record.”

However the same finding is contained in Exhii@twhich does not contain the
“restricted use” language. That exhibit is thet&@ontroller's 2010 report to the legislature
Property Tax Apportionments. It, like Exhibit ®gntains Humboldt County’s response, wh
contends that it followed Section 4707 in appotitigrthe cost of the refunds as it did:

We are guided by Revenue and Taxation Code Se4ti0r, which requires thg
any refunding adjustment to the tax roll be appoed in the same manner thg
the tax revenue was originally apportionee, create a negative apportionmer
adjust the earlier positive apportionment of taxeraues. In Humboldt County
$1.00 property tax apportionments are distributeeMery taxing agency in the
County, not just to the agencies in the tax rat@asmwhere the tax dollars
originate. Therefore, our policy has been to a@tedhe cost of any refund to th
entire tax pool when we are required to adjustaiis.
The County’s response continued. It explainedatiinistrative problem alluded to
above,
Another concern is for the complexity of adminigigra TRA-based refunding
system. We probably couldn’t justify the staff @anmvolved in performing the
calculations described above for every little refuso we would have to set a
dollar threshold above which we employ the TRA-basgstem. By contrast, g
current system of applying refunds to the entiré8A®ol is very simple and
makes no distinction for the size of the refund.
Humboldt County said that it would not change #iqy without more research.
Petitioners’ evidence regarding Humboldt Countystthere. The Court has no

evidence that Humboldt County has changed its palicesponse to the State Controller’s
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Office report. It has no evidence of what, if dngg, the legislature did with the State
Controller’s Office report.

But Respondent points to more. He asserts teabtate Controller’s Office has also
audited Contra Costa County several times and éeer reriticized the method Respondent h
used for thirty years or more to apportion the adsefunds.

The State Controller Office’s audits of Contra @oSounty are Exhibits C (January
1998), D (August 1999), E (November 2004), F (R096), and G (April 2009) to the
Declaration of Robert Campbell dated October 19220They were produced during the ten
of, respectively, State Controllers Kathleen Cohr&kve Westly and John Chiang.

Exhibit D, for example, says that “The State Coltgr's Office audited the methods

employed by Contra Costa County to apportion alutaie property tax revenues for the pef

as

ure

iod

of July 1, 1995 through June 30, 1998. It “perfediests to determine whether there had been

any incorrect apportionment and allocation of propgax.” Id. p. 2. It also “interviewed key
personnel about the county’s processes for propaxtgpportionment and allocatiold. p.3. It
found that “Contra Costa County complied with Gaiifia statutes for the apportionment ang
allocation of property tax revenues for the pedaty 1, 1995 through June 30, 1998,” exce(
with respect to one finding not material hetd. p. 4. Similar statements are found in the ot
audit reports, including Exhibit G, the one prejpidy State Controller Chiang’s office. (Mr.
Chiang is the incumbent Controller whose officeglsoduced the Humboldt County report.
It is, of course, possible that the State Cordgri|Office did not examine the process
used by Contra Costa County to apportion the dosfonds, cancellations and corrections.
since Mr. Ybarra testified that there are thousarfdaich adjustments each year, it seems
unlikely that they would go unnoticed by the Cohiémowho has a statutory obligation to aud

the apportionment and allocation processes usélebstate’s Auditor-Controllers.
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The Court does not believe it is bound by theestaints in the Controller’s audit repof
pertaining to Humboldt County. ity of Scotts Valley v. County of Santa Cf2@11) 201
Cal.App.4" 1, Santa Cruz County asked that its interpretaifcthe Educational Revenue
Augmentation Fund (ERAF) statutes be given deferexrscbeing consistent with “long-stand
administrative interpretation of the relevant segil’ including the interpretation of the State
Controller’s Office as expressed in its “Reportte California State Legislature: Property T
Apportionments, Calendar Year 2007.” 201 Cal. APm#i42-43. The Court rejected the
County’s, and what may have been the State Coeti®IDffice’s interpretation of the ERAF
statutes and their effect on TEA cities, statiraf tiiw] hile administrative interpretation of a
statutory scheme is entitled to due regard, ibisdeterminative and cannot override the plai
language of the statutes and the import of theslagyve history’ Id. at 44.

Here, the Auditor-Controller’s interpretation isnt@ry to that of the State Controller’s
Office as expressed in the audit report. The Audontroller’s interpretation of the statutes
evidenced in his implementation of them, is itgelfong-standing administrative interpretatig
perhaps due equal deference. “The constructiansiatute by the officials charged with its
administration must be given great weightfarrott v. County of King$2001) 25 Cal. 4th 113
1154-1155 (Cal. 2001), quotindjghland Ranch v. Agricultural Labor Relations.Rd981) 29
Cal. 3d 848, 859. Given the conflict between thigal interpretation of the State Controller’s
Office with respect to an unresolved issue in ged#int county, and that of the Auditor-
Controller charged with implementation of the steguat issue in this county, limited deferen
(if any) is due to the interpretation put forthtie Humboldt County audit report.

5. The Legislative History

Petitioners cite the legislative history of Sect$2, which specifies that Auditor-

Controllers are to use property tax apportionmaatdrs. They argue that since the legislati
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adopting that section was said to be “revenue aguBection 96.2 cannot allow the kind of
revenue-shifting that Respondent defends.

a. Should the Court consider the leqgislatistdmy?

First, there is a serious question as to whethleeCiburt should consider legislative
history. Petitioners offer the legislative histofgespondent argues that when the languagg
statute is clear, the inquiry need go no furtheor this he cite€ryolife, Inc. v. Superior Court
of Santa Cru£2003) 110 Cal. App."71145, 1154 and other casésOur Supreme Court has
written,

To determine intent, “The court turns first to therds themselves for the
answer." Brown v. Kelly Broadcasting Co., sup48 Cal. 3d 711, 724, quoting
Moyer v. Workmen's Comp. Appeals B®173) 10 Cal. 3d 222, 230 [110 Cal.
Rptr. 144, 514 P.2d 1224].) "If the language isckend unambiguous there is
need for construction, nor is it necessary to tasandicia of the intent of the
Legislature (in the case of a statute) or of thierso(in the case of a provision
adopted by the voters)l.ungren v. Deukmejia(1988) 45 Cal. 3d 727, 735 [2
Cal. Rptr. 115, 755 P.2d 299]Delaney v. Superior Cou(990) 50 Cal. 3d 78
798.

Other cases state the same rule. For exadghsen v. BMW of North America, Inc.

(1995) 35 Cal. App. 4th 112
The key to statutory interpretation is applying seemingly plastic rules of
construction in proper sequenclalbert's Lumber, Inc. v. Lucky Stores, Inc.
(1992) 6 Cal. App. 4th 1233, 1238 [8 Cal. Rptr22@].) First, we must examir
the actual language of the statute, giving the wanéir ordinary, everyday

meaning. lpid.) If the words are reasonably free from ambigaitg uncertaint

22 See Defendant Robert Campbell’s Opposition tatiBetfor Writ of Mandate etc., p.35, n.126
23
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Jensen v. BMW of North America, Insupraat 122-123.
But there are other cases in which the Supremet®@asrmodified the “plain meaning]
rule to permit examination of the legislative higtof a statute even if the language seems ¢

In Goodman v. Lozan(2010) 47 Cal. 4th 1327 Justice Chin, writing &amnanimous court sai

the language controldd( at p. 1239Wingfield v. Fielde(1972) 29 Cal. App. 3

209, 219 [105 Cal. Rptr. 619].) If the meaningloé tvords is not clear, we muj

take the second step and refer to the legislatstery. Halbert's Lumber, Inc. v.

Lucky Stores, Inc., suprat p.1239.) "The final step--and one which whelve
should only be taken when the first two steps Haited to reveal clear meanin
is to apply reason, practicality, and common sénske language at hand. If
possible, the words should be interpreted to ma&mtworkable and reasonab
[citations], in accord with common sense and jestand to avoid an absurd

result [citations].'( Id. at pp. 1239-1240.)

In interpreting a statute, our primary goal is &éaetmine and give effect to the
underlying purpose of the lawPéople v. Valladol{(1996) 13 Cal.4th 590, 597
[54 Cal. Rptr. 2d 695, 918 P.2d 999].) “Our firs#sis to scrutinize the actual
words of the statute, giving them a plain and comseose meaning.tqid.) “If
the words of the statute are clear, the court shoat add to or alter them to
accomplish a purpose that does not appear on tleeofahe statute or from its
legislative history.” California Teachers, supr&8 Cal.3d at p. 698.) In other
words, we are not free to “give the words an eftgfferent from the plain and
direct import of the terms usedCélifornia Fed. Savings & Loan Assn. v. City
Los Angele$1995) 11 Cal.4th 342, 349 [45 Cal. Rptr. 2d Z®, P.2d 297]; se&
§ 1858.) However, “the “plain meaning” rule dasst prohibit a court from

determining whether the literal meaning of a seattdmports with its purpose (¢

24
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whether such a construction of one provision iss@iant with other provisions
the statute.” County of San Bernardino v. City of San Bernardit@97) 15
Cal.4th 909, 943 [64 Cal. Rptr. 2d 814, 938 P.26]| 3 To determine the most
reasonable interpretation of a statute, we lodksttegislative history and
background.Doe v. City of Los Angel€2007) 42 Cal.4th 531, 543 [67 Cal.
Rptr. 3d 330, 169 P.3d 55d)¢e).)

Goodman v. Lozan(2010) 47 Cal. 4th 1327, 1332.

Indeed inGoodmanthe Court stated: “Although we conclude thatrtteaning of ‘net
monetary recovery’ is plain, it is helpful to loaksection 1032's legislative history in light of
the conflict on this issue.Td. at 1335.

Similarly, in a 2009 case, a unanimous SupremetGound the plain meaning of a
statute, but then added, “[a]lthough we need nak ko extrinsic sources to discern legislativ
intent when the statutory language is susceptibtety one reasonable interpretation (see
Olson supra 42 Cal.4th at p. 1147), an examination of théslagve history supports our
conclusion....” Miller v. Bank of America, NT & S®009) 46 Cal. 4th 630, 642. It then
proceeded to examine the legislative history ofstia¢ute.

The path away from the “plain meaning” rule is notwisted. For example, in a case
decided by a unanimous Supreme Court just two wieet@eMiller, Justice Werdegar wrote

“As with all questions of statutory interpretatjome attempt to discern the

Legislature's intent, ‘being careful to give thatste's words their plain,

of

11%

commonsense meaning. [Citation.] If the languagihefstatute is not ambiguqus,

the plain meaning controls and resort to extrigsigrces to determine the
Legislature's intent is unnecessarKaganaugh v. West Sonoma County Unig

High School Dist(2003) 29 Cal.4th 911, 919 [129 Cal. Rptr. 2d,&2LP.3d

25
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54].)” Ste. Marie v. Riverside County Regional Park & Ofggrace Dist(2009)
46 Cal. 4th 282, 288.
And in a 2008 cas&/an Horn v. Watsof2008) 45 Cal. 4th 322 Justice Baxter, in
dissent, stated the “plain meaning” rule as follpows
“A statute's plain language is a dispositive inthca@f its meaning unless a lite

reading would lead to absurd consequences thelaagis did not intend H.g.,

Miklosy v. Regents of University of Califorr{2008) 44 Cal.4th 876, 888 [80 €

Rptr. 3d 690, 188 P.3d 62Ntetcalf v. County of San Joaqui2008) 42 Cal.4th
1121, 1131 [72 Cal. Rptr. 3d 382, 176 P.3d 6&4jalition of Concerned
Communities, Inc. v. City of Los Ange(2604) 34 Cal.4th 733, 737 [21 Cal.
Rptr. 3d 676, 101 P.3d 563].)an Horn v. Watsof2008) 45 Cal. 4th 322, 334
In Van Horn however, thenajority — having found the plain meaning of the statute
examined the legislative history as well.
And, in the most recent cageity of Alhambra v. County of Los Angeles, suina
Court returned to the “plain meaning” rule — buhatheless examined the legislative history]
the statute at issu€ity of Alhambrasuprg at 718-719 and 726-729.
Given this developing law, the Court reviews thgidkative history here. However, th
exegesis does not alter the Court’s decision asptined next.

b. The legislative history examined

Petitioners’ legislative history is found at Exhgb6, 57, 58, 60 and 61. Much of it ig
redundant. When considering SB 180, which addeat vgmow Section 96.2, some relevant
analyses said,

“The March 27 amendments allow county auditorseit®amine a percentage

share for each jurisdiction for each fiscal yeahus, when property tax reveny

26
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are received, they can be allocated to jurisdisti@ther than to tax rate areas.
This provision is at the request of county audiamd has no fiscal effect™
Respondent argues that there is no evidence oftwbdflarch 27 amendments were.
discussed below, there is some force to that argtimleen one tries to understand precisely
what the just-quoted language means.
However, Petitioners assert more generally, thal8Bprovided the text that becamg
Section 96.2, and that is true. See Statutes&®,1Ohapter 801, Section 9. The context of
just-quoted language appears to link to SectiohGhapter 801. So, the Court accepts the f

that the portion of the bill analysis that begii$é March 27 amendments...” refers to what

now Section 96.3% But that does not add a great deal to Petitisrangument for the following

reasons.
The Court notes initially that Petitioners arguattthis case is governed by Section 4

Thus, their argument about the legislative histfr§§ection 96.2 seems a bit off point.

As

he

act

S

r07.

Indeed, the timing of the enactment of the twoisestraises a question about using the

legislative history of Section 96.2 to determine kbgislature’s intent in enacting Section 47(
The predecessor to Section 96.2 [Section 97.5]emasted in 1980, then amended and
renumbered as Section 96.2 in 1994. Section 4 @¥/enacted years earlier — in 1949 — by
differently constituted legislature which presunyalvhd its own intent. (Petitioners have not|
provided any of the legislative history of Sectf07.)

Nonetheless, Petitioners appear to be arguinghibedegislature intended that the use

property tax apportionment factors (establishefention 96.2) should have no fiscal impact

% Dept. of Finance analysis of Sen. Bill No.180 (297980 Reg. Sess.) Apr. 8, 1980, p. 2 (Exh. 5@8, ®ept. o
Finance analysis of Sen. Bill No. 180 (1979-198@.F&ess.) Apr. 28, 1980, p. 2 (Exh. 57 at 828);tDefpFinance
analysis of Sen. Bill No. 180 (1979-1980 Reg. Sekme 2, 1980, p. 2 (Exh. 58 at 831); Enrolled Bdport for
Sen. Bill No.180 (1979-1980 Reg. Sess.) July 28019. 3 (Exh. 61 at 849).

4 petitioners’ argument might have been strongerthag provided more of the legislative history.

27|
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however they might be used — even if in conneatrdh Section 4707. Petitioners argue tha
when the Auditor-Controller used the property tapa@tionment factors to make adjustment
under Section 4707 he violated the legislativenhtbat no (disproportionate) fiscal impact
result from their use.

That is a heavy burden to place on a sentenceadyatonly “[t]his provision is at the
request of county auditors and has no fiscal effe®ften when a statement in a bill analysis
refers to “no fiscal effect” it is referring to tlmpact on the State General Fund. Judging fr
the meager content of these bill analyses, it weakeim that this legislation would have had
fiscal effect on the State General Fund.

On closer examination, it appears that “the MareciAthendments” may have been
intended to provide an alternative to what is n@2@). Again, the analysis is hampered by
fact that Petitioners submitted only a part ofldgslative history. One would have to compx

the state of the bill as it existpdior to the March 27 amendments with the bglenactedvith

the March 27 amendments; for a possible infererara the language quoted in the text is thiat

prior to the March 27 amendments the bill wouldénallowed revenues to be allocated only
tax rate areas.

The language quoted above (“The March 27 amendnadiotg”) suggests that the
purpose of that day’s amendments to SB 180 was/éotige counties a second option — to al
them to allocate revenues to individual jurisdiocigather than to tax rate areas. If that ishss
statement would mean that there is no fiscal effemte allocates revenues to jurisdictions
rather than to tax rate areas. That does noyrbalp understand the issue presented here.

Indeed, examined more broadly, the material pralioePetitioners belies their
argument that the legislature’s purpose was tochany fiscal effect on any local jurisdiction.

One bill analysis says that “This bill has no dirState or local costs. The bill would, howeV

28
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allow shifts of property tax revenues between laggncies...* If it is to allow shifts of

revenue between local agencies, it does seemttivatid have a “fiscal effect” on those
agencies.

It is possible that the section of the bill anadytiat refers to shifts of revenues amon
local agencies refers to other parts of SB 180t tBere is insufficient material from the

legislative history before the Court to exploretttyaestion in more detail. Petitioners have 1}

provided sufficient evidence for the Court to cand the legislative history is as they assert|

Still, at oral argument, Petitioners sought to edtthe argument. They said that “no
fiscal effect” means that Section 96.2 must beéraie neutral.” (In making this extended
argument, they sought to link this case to the Sepreme Court cas€jty of Alhambra v.
County of Los Angeles, supraBut that does not follow for the reasons statiedve.

There is one more point. When Section 96.2 wastedait amended a Revenue and
Taxation Code that already contained Section 47Q74s assumed that the legislature has in
mind existing laws when it passes a statute. ... failare of the Legislature to change the Ig
in a particular respect when the subject is gelyebbaffore it and changes in other respects a

made is indicative of an intent to leave the lavit a&ands in the aspects not amendestate

of McDill (1975) 14 Cal.3d 831, 837, cit. om., quotdgle v. Rusl{1955) 45 Cal.2d 345, 355,

The Court must therefore assume that the legiglainrenacting Section 96.2, was fully awa
of Section 4707 and chose not to change it.

Section 4707 requires adjustments to “be madedh ehthe funds to which
apportionment previously had been made.” In eng@i@action 96.2 the legislature directed t
apportionment be made using property tax apportenrirfactors. The legislature is presume
have considered the interplay between the twotswtuClearly there are consequences to h

an apportionment is made. One is that adjustnagstto be made as apportionments are m

% Dept. of Finance analysis of Sen. Bill No.180 (297980 Reg. Sess.) Apr. 8, 1980, p. 2 (Exh. 5@6}.8
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At best, then, the legislative history presentethtoCourt is inconclusive and subject
differing interpretations. It is not helpful intéemining the issue that must here be decided

6. The Auditor-Controller's Website and Letters

Petitioners argue that the Auditor-Controller’s s tells inquiring taxpayers where
their tax dollars go. In addition, Respondent semgearly letter to local jurisdictions stating
each city’s share of the property tax revenue geadmwithin its border®

As Respondent argues, this is general informapoovided to the public. It does not
begin to capture the complexities of the legiskgeheme. It is simply an attempt to be
informative at a level of generality. It is neitle admission nor a statement that estops
Respondent here.

1. Summary

It is likely that Petitioners’ position would habkeen correct in 1904, when the Supre
Court stated the “general principles”®&n Francisco and San Mateo Electric Railway Co.,
supra. But there has been much law created since then.

When Proposition 13 was enacted, the legislatuséehad to create a structure that
would ameliorate potentially disastrous consequefmejurisdictions with high tax rates that

would have seen their budgets slashed as a rdsidtoeased property tax revenues. The

me

general policy of tax situs was badly compromisethe legislative response, which distributed

property taxes across jurisdictional lines withéuaties?” More accurately, “tax situs” was

somewhat redefined, so that the situs became th&coather than individual jurisdictions.
Soon after that, AB 8 restored some more traditiontions of tax situs. It dedicated

annual tax increments to individual tax revenuaswreSection 96.5. It did not return fully to

notion of a jurisdiction as a situs. But it canheser than SB 154.

% Memorandum of Points and Authorities in SupporPsfitioner’s Motion for Judgment on the Writ, p§-26.
27 SB 154 (Chapter 292, Statutes of 1978) enactedfawent Code Section 26912. That section diseibut
property tax revenues across jurisdictional lirethat each jurisdiction would get approximatelg ame
proportion of the total county property tax revesitehad received prior to Prop 13.
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Since then, there have been changes to the RewexuEaxation Code. Some have
reflected older notions of tax situs (at the juic§dnal or tax revenue area level), and some
not. Fundamentally, the legislature has prescriseit of rules that now govern the collectig
and apportionment of property tax revenues. Thokss must be followed. Those rules do 1
require strict adherence to the old notions ofsiaixs.

Those rules also have a practical aspect to théey Tequire the Auditor-Controller to

use “property tax apportionment factors” to apmortmoney to the tax rate areas and

jurisdictions in his or her county. As Petitionargue, those apportionment factors might be

considered to be an “accounting shortcut.” Theythe result of a formula that apportions
money in a way that partakes of old notions ofdiixs and newer notions driven (probably)
political compromise.

While the statutes are not, perhaps, as clearegsntinght be, they must govern the
Auditor-Controller’s actions; not antique notiorfsag‘general policy” of tax situs.

The key questions are the meaning, in Section 4310the terms “pro rata” and “each
the funds to which apportionment previously hasibeade”. The parties focused their
arguments, in part, on “pro rata.” Had that phiasen omitted from the statute it would hav
read, in pertinent part,

Should any tax or assessment which was apportianga time of levy be
changed by...refund...an adjustment for the amounticti €hange shall be m4
in each of the funds to which apportionment presipinas been made.”

That would not have told the Auditor-Controllemhanuch of an adjustment to make |
each fund. The phrase “pro rata” did that. lddaimake a change in proportion to the amo
that was previously apportioned to that fund.

And as noted above, the statute directs adjustieriie made to “each of the funds t

which apportionment previously has been madedoés not say “each of the funds within th
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same jurisdiction as the property which is the satbpf the refund.” Petitioners’ reading wol
require changing the words of the statute.

Taxes are collected on a county-wide basis anad distributed among many
jurisdictions. The county collects all the propegx revenues and then apportions them

according to the formulas provided by statutethendynamism of the real world, there are

thousands or tens of thousands of corrections etlations and refunds each year. Since the

aggregate collections were initially apportionethgghe property tax apportionment factors,
makes perfect sense that the legislature decidaddortion the aggregate corrections,
cancellations and refunds using those same facidrat appears to be the more natural reag
of the statute.

This is also the reading that best harmonizes@e86.2 with Section 4707 so as to
full effect to both. “[E]very statute should bertstrued with reference to the whole system
law of which it is a part so that all may be harimaed and have effectMarin Hosp. Dist. v.
Rothman(1983) 139 Cal. App. 3d 495, 499, quotielect Base Materials v. Board of Equal
(1959) 51 Cal.2d 640, 645. Read together, Secf6rzand 4707 show a legislative intent t
apportion cancellations, corrections and refunasgugroperty tax apportionment factors.

If there had been no Section 4707, there is ngtgurethat property tax apportionmen

d

174

t
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ive
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[

factors for the prior year would have been usespjmortion prior years’ revenues. Section 96.2.

(In that context, “revenues” means not just coltetd, but net collections after cancellations,
corrections and refunds.)

Were Section 4707 to mean something significadtfgrent, one might expect the
legislature to have amended it at the time of thecement of Section 96.2 to preserve that
alternate meaning for Section 4707. Since thatrvaaslone, the two sections have to be reg

together. The best way to harmonize them is, ap&talent says, to use the property tax
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apportionment factors to apportion cancellationsiextions and refunds under both Section
96.2 and Section 4707.

Petitioners may be correct. It may be betteripyialicy to apportion large refunds in
special way. As to that, the Court has no vieweothan to note that Petitioners’ arguments

should be directed to the legislature.

V. Rulings

For all these reasons, the Court denies Petitib(ieraotion for judgment on the writ of

mandate and (ii) prayer for declaratory relieffutther finds that judgment should be entere
Respondent.

Respondent is to prepare an appropriate form @medht with respect to the petition f
a writ of mandate and complaint and an order denietitioners’ motion for judgment on thg

writ.

Dated: January 7, 2013

e Y
P { |
ks ]
e = 1 .
'.‘l:. _l'.l'.- T y i i -

~ Barry P.Gaode
Judge, Supeiior Court
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Exhibit A

Two Hypothetical Calculations Showing That An Increase in "Annual Tax Increment" Goes To The
Jurisdiction in Which the Increment Arises

Hypothetical One
1 2 3 4 5 6 7 8
Year 1 Year 2
Base PTAF $$ ATI Total PTAF $$
Richmond 1,000 20% 1,000 200 1,200 23.08% 1,200
Everywhere else 4,000 80% 4,000 4,000 76.92% 4,000
Total 5,000 100% 5,000 5,200 100.00%
Hypothetical Two
1 2 3 4 5 6 7 8
Year 1 Year 2
Base PTAF $$ ATI Total PTAF $$
Richmond 1,000 13.89% 1,000 200 1,200 15.87% 1,200
Brentwood 1,200 16.67% 1,200 100 1,300 17.20% 1,300
Concord 1,300 18.06% 1,300 50 1,350 17.86% 1,350
Antioch 1,700 23.61% 1,700 10 1,710 22.62% 1,710
Walnut Creek 2,000 27.78% 2,000 2,000 26.46% 2,000
Total 7,200 100% 7,200 360 7,560 100.00% 7,560

These two hypothetical examples show that a juigdi that has an annual tax

increment benefits from that increment dollar follar. (To simplify the illustration, the

calculations are done using jurisdictions rathanttax rate areas.)

The first hypothetical illustrates that by assugninere are only two jurisdictions in the

county, Richmond and “Everywhere else.” In YeaTfie County apportions $5,000 in taxes

$1,000 to Richmond and $4,000 to Everywhere elskiftn 4). Richmond’s property tax

apportionment factor is 20%, Everywhere else’0&gPTAF, column 3).
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The following year, there is an annual tax incretrd $200 in Richmond, but the valu
of the property remains the same in Everywhere €é&aumn 5). Thus, Richmond’s base
allocation (column 4) plus its ATI (columnb5) is 800, while the allocation for Everywhere e
remains at $4,000. That results in new propertyafgportionment factors (column 7). When
county distributes $5,200 using the property tgpaafionment factors, Richmond gets $1,20
and Everywhere else gets $4,000 (column 8). TRichimond gets all of the $200 ATI
generated in its tax revenue area.

The second hypothetical is precisely the samey, ibnlses more jurisdictions, some w
ATIs and one (Walnut Creek) with no ATI. In ea@se, the amount apportioned to a
jurisdiction (column 8) equals the base amount fiesATI.

The spreadsheet was created by assuming the nsimbEiumns 2 and 5. In
Hypothetical #1 the PTAF in column 3 was generagdividing the base for a jurisdiction by
the total for all bases at the foot of column & Hypothetical #2 the PTAF in column 7 was
generated by dividing the total in column 6 foriaeg jurisdiction (which is the base plus the
ATI) by the total for all jurisdictions at the foof column 6.

The dollars apportioned to a jurisdiction in colshand 8 were generated by
multiplying the PTAF (columns 3 and 7) by the tatabessments for the county (the foot of
column 1 in Hypothetical #1 and the foot of coluthim Hypothetical #2).

In all cases, it can be seen that all of the ATla@iven jurisdiction is apportioned to {
jurisdiction in column 8. (For example, in Hypatical #2, Brentwood has an ATl of $100 in
Year 2. Its apportionment increases from $1,200dar 1 to $1,300 in Year 2, giving it the f

ATI of $100.)
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