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County of Santa Clara to Sue State of California over 
Vehicle License Fees  

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

that it will sue the State of California for its failure to meet its constitutional obligation to 

provide counties and cities with Vehicle License Fee backfill.  In addition, the County 

will ask the court to authorize appropriate remedies. 

 In fiscal year 2003, the County received an average of $13.6 million each month in 

revenue from Vehicle License Fees to support critical services.  The state has advised that 

beginning in December the payment to the County of Santa Clara will be $2 million and 

there will be no payment in January and possibly February.  Funds that would have been 

available for these payments are being used to refund Vehicle License Fees to drivers 

who previously paid the full amount.  

 The County of Santa Clara has projected a loss of $70 million for the current year and 

$85 million for the year starting July 1.  

 “The State has a constitutional obligation to restore funding for County services,” said 

Supervisor Blanca Alvarado, Chairperson of the County of Santa Clara Board of 

Supervisors.  “It is a fiduciary obligation and a moral obligation. These are revenues that 

replace sources previously collected by counties.” 
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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.   

 

“To sidestep the constitutional obligation, the State Finance Director authorized a total 

VLF backfill of $1,000 to be shared by all California counties,” said Alvarado.  “If the 

consequences of that action were not so severe, it would be laughable.  This is clearly a 

failure on the part of the State to live up to the 1986 electoral mandate.”            

 

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, criminal justice programs, emergency medical services and health 

care programs, making the VLF and backfill of critical importance. 

 

The County of Santa Clara will join other California counties, the California State 

Association of Counties and the League of California Cities in this lawsuit.   
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