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County of Santa Clara Urges Legislature to Reject 
Governor’s Shift of VLF Revenues 

 
SAN JOSE, CALIF. —Today, the County of Santa Clara Board of Supervisors voted 

unanimously to urge the California State Legislature to reject the Governor’s proposed 

shift of the local VLF revenues and to honor the commitment made in 1998. 

Background  

Prior to 1935, cities and counties collected property taxes on motor vehicles to fund 

essential local public health and public safety services.  In 1935, the Legislature first 

enacted the Vehicle License Fee (VLF) Act, replacing the property tax on vehicles with a 

1.75 percent fee charged against the value of the vehicle.   In 1948, the rate of the VLF 

was increased to 2 percent of the value of the vehicle.   

 

In 1986, the electorate voted overwhelmingly to constitutionally dedicate the proceeds of 

VLF to fund city and county services.  In 1998, during a period of strong economic 

growth, the Legislature reduced the VLF paid by vehicle owners and made up the loss of 

revenue to cities and counties with revenue from the rapidly growing State General Fund.  

Over time, the VLF has been steadily reduced, so now vehicle owners only pay 32.5 

percent of the original amount. The amount paid to local governments in lieu of the 67.5 

percent fee previously collected is known as the VLF backfill.   
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The VLF and backfill constitute between 15 and 25 percent of typical city and county 

general purpose revenues.  For Santa Clara County, it is equivalent to 27.5 percent of the 

County’s discretionary revenue.  More than half of the County’s general funds go to front 

line law enforcement, fire, emergency medical services and health care programs, making 

VLF and backfill of critical importance.   The proposed elimination of the VLF backfill 

would result in an annual loss of approximately $80 million for Santa Clara County.  

Since the proposed effective date is February 2003, the County’s actual loss of VLF 

backfill revenue could be $50 million through June 2003. In fiscal year 2004, that 

revenue loss could grow beyond the $80 million. 

 

Board’s Action 

In calling the legislature to reject the Governor’s proposal, the Board cited the unfairness 

of shifting $4.2 billion in locally controlled revenues from local services.   

 

“The plan places a disproportionate share of the burden on local governments,” said 

Supervisor Blanca Alvarado.  “No state programs have been asked to shoulder such a 

disproportionate share of the budget pain.” 

 

The current law provides a solution.  The law provides that if there is insufficient revenue 

to fund the backfill, the VLF is to go back to its normal levels to avoid disadvantaging 

cities and counties that depend on these funds for vital services.   

 

“Like other counties,” Alvarado continued.  “We have been operating in good faith, 

providing services for which the State has promised to make up the difference in cost.  It 

just doesn’t make sense not to rely on the change in funding process that was created for 

times such as these.”   

#   #   # 
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