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County Officials Halt Projects to Cover VLF Shortfall 
 
 
SAN JOSE, CALIF.-- Faced with a shortfall of $70 million in Vehicle License Fee (VLF) 

revenue, today the County of Santa Clara Board of Supervisors approved a plan to halt 

several capital improvements and technology projects.  The plan is a stopgap measure to 

buy time and avoid immediate layoffs and service reductions. 

 

“The State recently informed us that in December the County will only receive $2 million 

of its monthly Vehicle License Fee revenue,” said County Executive Pete Kutras. 

“Compared to an average of $13.6 million per month in fiscal year 2003 this represents 

an unprecedented mid-year failure of the State to live up to its obligation.”     

 

The VLF backfill represents 27.5 percent of our County’s discretionary funding, which 

translates to a loss of $70 million in the current year and an annual loss of $85 million.  

Last week Kutras and Supervisor Jim Beall, Chair of the Children, Seniors and Families 

Committee and Supervisor Liz Kniss, Chair of the Health and Hospital System 

Committee took the County’s case to the State Capitol.   

 

“We are getting hammered and have to act fast to stop the hemorrhaging,” said 

Supervisor Jim Beall.   
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The County’s stopgap plan uses one-time revenue totaling $55.6 million and eliminates 

$15.4 million in technology and construction renovation design projects.   

 

“The County of Santa Clara is known for strong fiscal management and compassionate 

leadership,” said Supervisor Liz Kniss.  “We have to take these prudent steps.  We can’t 

simply put our heads in the sand and hope that the State will bail us out.” 

 

The bulk of the one-time revenue will be comprised of $20 million from the Milpitas 

Redevelopment Agency Agreement; $19 million of contingency appropriation (financial 

hardship fund), down from $36.5 million; and $12.5 million fund balance available at the 

close of fiscal year 2003.      

 

The plan calls for the elimination of $6.6 million in technology projects, including:  a 

$1.2 million multi-phase safety-enhancement project to give sheriff’s deputies real-time 

access to information in their vehicles; a $2 million project to effectively track 

information on offenders, i.e., automate booking, coordinate records, analyze data and 

ultimately reduce the time local law enforcement arresting officers spend on paperwork, 

enabling them to return to active patrolling in their own communities more quickly; the 

elimination of a $2.2 million jail medical information management system; and halting 

work on four other projects. 

 

Several capital improvement projects totaling $8.8 million also will be suspended.  Two 

of the larger projects are $2.5 million for design of replacement facility for the Narvaez 

building and $1.5 million for the design of a multi-service health center on the grounds of 

Valley Health Center.  Both facilities would replace overcrowded facilities that provide 

Drug and Alcohol Dependency Services, Mental Health and Public Health services.  A 

third large-scale project is the Wright Center Implementation Phase I, a probation project 

to remodel space in an existing facility to accommodate group program space, classroom, 

interview rooms and work areas for clinicians.  Thirteen other projects also would be 

suspended. 

 

-more- 
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During the past several years, the Board of Supervisors has planned projects that would 

put services in the communities where people need them.  The stopgap plan now moves 

several of those projects to the back burner to allow officials a chance to plan appropriate 

service reductions without the threat of immediate, chaotic layoffs.      

 
Background  
 
The County was informed by the state recently that its monthly December VLF payment 

would only be $2 million and that there would be no payment made in January and there 

may not be a payment made in February. 

 
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.   

 

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. 

 
 

#   #   # 
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