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Fiscal procedures are obsolete. Much of the Law's provisions 
"Finance, Taxation and Bonds" is outdated after the passage 

of Proposition 13. Sections that explain how FPDs set their 
property tax rates are now obsolete because individual agencies 
no longer levy taxes separately. The Law still describes how to 
issue general obligation bonds, a practice which is now 
unconstitutional after Proposition 13. 

Further, the Law is silent on many fiscal issues which have 
become more important in recent years. Benefit assessments, 
special taxes, and fees for services are not mentioned in the 
current Law. 

The procedures for setting FPDs' budgets are similarly outdated. 
The May 15 deadline for adopting a preliminary budget does not 
match the counties' new deadlines for estimating property tax 
revenues. Further, the Law does not mention the need to set a 
district's "appropriations limit" as required by the 1979 Gann 
Initiative. 

POLICY QUESTION: SHOULD THE LAW BE REVISED TO REFLECT 
CONSTITUTIONAL CHANGES AND FISCAL REALITIES THAT HAVE OCCURRED 
SINCE 1961? 

* * * 
Boundary changes. When the Legislature created the District 

Reorganization Act in 1965, it repealed the boundary change 
procedures in most special district laws and unified them under a 
single statute with supervision by local agency formation 
commissions (LAFCOs). In 1985, the Legislature completed this 
unification effort with the enactment of the Cortese-Knox Local 
Government Reorganization Act (AB 115, Cortese, 1985). 

However, FPDs have a unique exception. In 1965, they retained 
some independent control over their boundary changes. This 
authority is outside of, but parallel to, the Cortese-Knox Act. 
For example, current Law still permits a city to withdraw from an 
FPD without going through the LAFCO process. A disgruntled city 
council might be able to strip an FPD of the bulk of its revenues 

thout consideration for its effect on other agencies or con­
stituents. 

POLICY ISSUE: IS THERE ANY REASON FOR FIRE PROTECTION 
DISTRICTS TO RETAIN THEIR SEPARATE BOUNDARY CHANGE POWERS? 
SHOULD THEY BE SUBJECT TO THE SAME PROCEDURES AS ALL OTHER SPE­
CIAL DISTRICTS? 
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the county supervisors had discretion over the alloca-
, Legislature mandated certain criteria. 

was the requirement that each fire or police district 
rece an amount sufficient to maintain the same "level of pro-
tection" as in 1977-78. SB 154 also gave priority to districts 
which had low fiscal reserves. 

The Legislature used this one-year bailout as the basis for its 
long-term solution Assembly Bill 8 in 1979. AB 8 shifted some 
of school districts' property tax revenues to local agencies and 
replaced the schools' losses with increased subsidies from the 
State General Fund. Money from this "AB 8 shift" goes directly 
to counties and cities. But for districts, the money goes into a 
Special District Augmentation Fund in each county. 

Each year the county auditor must compute the size of the Fund. 
Using a ratio based on what a district received in bailout aid in 
1977-78 and the growth in its assessed value since then, the 
auditor reduces the property tax allocation to each district 
which received bailout funds and places this amount in the Aug­
mentation Fund. 

The Senate Local Government Committee's surveyed the counties on 
how they allocate money from the Special District Augmentation 
Fund. Earlier this year, the Committee published the results as 
Stepchild Of Proposition 13. The study found that public safety 
districts, including FPDs, have consistently received between 65% 
and 70% of the money. Further, public safety districts receive 
approximately $1.04 for every dollar they "contribute" to the 
Fund. Dependent public safety districts do better, receiving 
back about $1.07, compared to independent public safety 
districts' 93¢. 

Of course, these are statewide averages which mask local differ­
ences. When Alameda, Los Angeles, Riverside, Orange, Sacramento, 
and Tulare counties' data are removed, the differences between 
dependent and independent public safety districts narrow consid­
erably. Nearly half of the counties, mostly small and rural, 
return to their independent public safety districts at least what 

contributed. 

Nevertheless, how counties allocate the Special District Augmen­
tation Fund continues to be a bitterly contested issue in many 
counties. Fire districts have sued their county supervisors in 
Sacramento and San Diego counties Others suits are being dis­
cussed. 

Special taxes. When Proposition 13 capped local property 
taxes, it also permitted local agencies to levy special taxes 
with 2/3 voter approval. The Legislature has enacted three 
statutes that FPDs can use to charge special taxes: 
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community and a 14-mile stretch of Highway 1. Particularly on 
weekends and holidays, the District responds to traffic accidents 
and other incidents involving vacationers and tourists. The 
residents of Bolinas must bear these costs because there is no 
way to recoup them from nonresidents. 

FIRE DISTRICT FINANCING --- CAPITAL COSTS 

When FPDs need to pay for capital expenses, they can put aside a 
little money every year in a reserve account or they can finance 
the cost with alternative methods: 

• Mello-Roos Act 
• Bonds 
• Developers' payments 
• Grants and loans 

Mello-Roos Act. Any local government can finance any type of 
public works project under the Mello-Roos Community Facilities 
Act (Government Code 53311). An FPD can use the Act to build a 
new fire station, buy fire apparatus, install additional fire 
hydrants, or construct water storage tanks. A district can issue 
long-term bonds to finance its costs. The bonds are repaid with 
revenues from a voter approved special tax. 

This method has become increasingly attractive to local agencies 
that need new public facilities to support new development. 
Although the special taxes require 2/3 voter approval, if there 
are fewer than 12 registered voters in the area the landowners 
vote. In a newly developing area owned by one or two landowners, 
the developers can vote in the special taxes which will be paid 

the home purchasers who will arrive later. A Mello-Roos bond 
issue can apply throughout an agency's jurisdiction, or it can be 
limited to just the specific area which benefits the most. 

Bonds. When Proposition 13 capped local property tax rates, 
it effectively rendered new general obligation bonds obsolete. 
Until 1978, local agencies had asked their voters to approve 
general obligations bonds with 2/3 votes and then used higher 
property taxes to pay for them. Counties, cities, and districts 
used "G.O." bonds to pay for public facilities that benefitted 
the entire community. FPDs used to be able to use G.O. bonds to 
build and equip new fire stations. 

California's voters will be asked to reauthorize the use of G.O. 
bonds on the June 1986 ballot. ACA 55 (Cortese, 1984) will per­
mit local agencies to ask their voters to issue new G.O. bonds. 
As always, the bonds would require 2/3 voter approval. 
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Last month, Governor George Deukmejian vetoed Senate Bill 161 
(.11·1arks) which would have created a new loan program to help small 
and rural fire agencies buy fire apparatus. The $900,000 
appropriation in SB 161 would have gone to the State Office of 
Emergency Services (OES) to administer. Called the "State Assis­
tance for Fire Equipment" or SAFE Act, the bill would have per­
mitted OES to make lower interest loans for up to five years to 
FPDs and other local fire agencies to buy new or used fire appa­
ratus and equipment. In his veto message, the Governor said that 
the bill's merits "do not outweigh the need for funding top pri­
ority programs and continuing a prudent reserve for fiscal uncer­
tainties. Senator Marks has asked local fire officials for their 
advice on whether he should reintroduce his bill again in 1986. 

SOURCES 

Materials from the following reports contributed to the prepara­
tion of this background paper: 

Kaye, Loren. Power To Tax. California Taxpayers Association, 
1984. 

O'Brien, Thomas A. Stepchild Of Proposition 13: A Survey of 
the Special District Augmentation Fund. Senate Local Government 
Committee, 1985. 

Senate Local Government Committee. Fire District Financing: 
A Summary Report. 1982. 

Senate Local Government Committee. Fire Suppression Assess­
ments: A Review for Citizens and Local Officials. 1983. 
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ThLs has proven to be very cost-effective and has provided Mid Valley the ability 

to ma.intain services at a time when the revenue base is ever shrinking relative 

to the costs of maintaining services. Deferral of the purchase of new fire apparatus 

since 1978 and the repowering of current fire equipment has provided the District 

annual savings. However, this can not go on indefinitely as the emergency vehicle 

fleet will not hold up. Lately, however, a point has been reached in which Mid 

no longer enjoys cost reduction alternatives which do not impact services. 

In the 1984/85 and current fiscal years, Mid Valley has had to implement dramatic 

reductions in order to maintain expenditures within the constraints of revenue 

shortages. 

The District's Auditor confirms the fact the District is potentially insolvent 

and made the following statement within his letter to the Mid Valley Board of 

Directors on September 27, 1985. He stated as follows: 

11The District suffered a large loss during the fiscal year relative to the 

equity of the District. Losses of this size would in two years completely 

deplete the equity of the District. We realize management is aware of this 

problem area, however, we want to emphasize the need for close monitoring 

of changes in anticipated revenues and expenditures and the need for making 

necessary cost reductions before the District finds it's self in an insolvent 

position." 

The Mid Valley Board is very cognizant of its situation and has directed Staff 

to employ those means in which to avoid the depletion of the District's equity. 

Toward this, the District has removed from service 3 fire engines, 2 paramedic 

squads and reduced the staffing on 5 engines. This equates to ·38 personnel 

being eliminated from emergency post positions. Further reductions are currently 

being implemented which will result in an additional 9 positions being cut and 

will remove from service 3 water tenders. Hopefully, those water tenders will 

be staffed with volunteer fire fighters but this has yet to be organized and implemented, 
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slature repealed the Business Inventory Subvention (BIE) in 

local governments, such losses were replaced with floating lien 

revenues and vehicle license fees for local agencies with the exception 

Special Districts. Since Special Districts' losses were not fully offset 

floating lien date revenues, legislation was enacted which created a $10 

llion State appropriation to fully replace the BIE losses. Unfortunately, 

cl exceeded the $10 million. Additional legislation was enacted in 

1 which created loans for the excess 1984-85 Business Inventory Subven-

on losses. 

It is anticipated that in 1985-86 and years thereafter that floating lien date 

property tax revenues will continue to be insufficient to cover Business 

Inventory Subvention losses. Such losses also negatively impact the Special 

ct Augmentation Funds. Therefore, the Legislature needs to provide an 

adequate replacement for the loss of BIE. 

i District Augmentation Funds are not distributed in the same manner in 

ous counties. Some fire protection districts fare better than others, 

they all provide the same services. The Legislature, therefore, needs to 

address the inequities in the Special District Augmentation Fund to ensure 

all fire protection districts have adequate revenues to fulfill their 

ce demands. 
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The attached charts were recently prepared by a private 

management audit consulting firm and graphically illustrate the 

increasing demands for fire protection and emergency medical 

services by Fire Protection Districts of Los Angeles County. 

In order to meet these increasing demands for our services, it is 

essential to have the necessary funds for the required additional 

resources. These additional resources would include strategi­

cally placed, manned, and equipped fire stations which would 

ensure proper distribution resulting in reduced response times. 

We will then be able to meet the challenge of ever increasing 

service demands. 

FIRE PROTECTION DISTRICT FINANCING 

I am deeply concerned about current and future revenue sources to 

continue to effectively protect the health and welfare of those 

who reside and work in the areas served by the Los Angeles County 

Fire Protection Districts. 

My key concern is that of budgetary constraints and uncertainties 

associated with limited property tax revenues. There are not 

enough total dollars to meet our service requirements and growth 

needs. Additional funds are required to permanently and ade­

quately provide for the shortfall in Business Inventory 



on 

lopment 

the 

BIE) in 198 

Districts' 

revenues, 

r 

in 1985 6 

In 85-86G 

fset 

Los 

ss 

re onal District 

revenue created by city 

Bus ss Invento Subvention 

governments, 

revenues and vehi 1 

s were replaced 

fees for local 

were not 

on was 

$10 

created 

on 

est 

s 

c 

0 str cts. s Spec 

offset f lien date 

a $ 0 million State 

osses. rtunately, 

i islation was enacted 

r excess 1984-85 Business 

Co re P Dis-

a Bus nvento 

0% of the $6.6 mi lion claim after 

lien date tax revenues. 



- 22 -

I therefore respectfully urge consideration of enacting suitable 

legislation to provide Fire Protection Districts with additional 

permanent replacement revenue to fully offset the repealed State 

business inventory subventions. 

Th permanent funding needs to be identified for 1985-86 and 

thereafter for Fire Protection Districts from stable sources such 

as State appropriations, a reallocation of property tax revenues, 

Motor Vehicle License Fees, cigarette taxes, or other stable 

revenues. 

COMMUNITY REDEVELOPMENT AGENCIES 

Another key concern is funding deficiencies caused by city 

redevelopment agencies. Legislation.by Montoya enacted in 1976 

addressed the financial impact of Community Redevelopment 

Agencies on local agencies. It gave us assistance in dealing 

with newly enacted Community Redevelopment Agencies, but 

amendments are necessary. Under the existing law, fire 

protection districts may lose their total tax increment to a 

Community Redevelopment Agency even though they continue to be 

responsible for fire protection in the project area. Freezing 

the districts' revenue reduces our ability to provide existing 

service while service demands are being created. 
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The Los Angeles County Fire Protection Districts alone have Pre­

Montoya Community Redevelopment Agency losses of over $7.8 

million for 1984-85 (an increase of $1.5 million from 1983-84). 

Legislation is therefore urged which would require those CRAs 

that existed prior to 1977 or their respective cities to 

reimburse fire protection districts for our losses in property 

tax revenues in a reasonable manner. 

Since the Montoya legislation, the Consolidated Fire Protection 

District has been successful in recovering our share of the 

incremental property taxes from those Community Redevelopment 

Agencies created after 1976. The process, however, is time 

consuming and subject to litigation. It is therefore requested 

that legislation be enacted to require all "post Montoya" CRAs-­

those formed after 1976--to reimburse fire protection districts 

for their losses. 

In addition, legislation is also needed that would require 

future Community Redevelopment Agencies to automatically pass 

through all appropriate incremental property tax revenues to 

fire protection districts to avoid further erosion of the tax 

base. 
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SPECIAL DISTRICT AUGMENTATION FUNDS 

I understand that there is diversity in the allocation of Special 

District Augmentation Funds in different counties, and that 

cons ration has been given to establishing a statewide policy 

of ng a formula using recent years' average allocations to 

each existing agency. If such a formula is utilized, it would 

provide for a permanent funding base. 

Fo Fire Protection Districts of Los Angeles County, such a 

formula would be similar to recent SDAF allocations. In 

November, 1983, the Los Angeles County Board of Supervisors 

adopted a policy.for distribution of available Special District 

Augmentation Funds between the Public Library and Fire Protection 

stricts as a whole based on their actual prior year's 

allocation, subject to modification for significant ctianges in 

ing or requirements. Upon receipt of final property tax 

allocation information, the Auditor-Controller adjusted each 

1 district's allocation on a pro rata basis. In October 

1984, the Board of Supervisors continued that general allocation 

formula by distributing the growth in available augmentation 

funds in proportion to the districts' 1983-84 actual distri­

bution. The Los Angeles County Fire Protection Districts as a 

whole therefore received 79.15%, 79.17%, and 79.19% of the SDAF 

in fiscal years 1982-83, 1983-84, and 1984-85 respectively. 
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However, the problem is that even if the Fire Protection 

Districts' receive augmentation funds under this formula there 

is not enough revenue in the fund to meet our service require­

ments and growth needs. In 1985-86, forecasts of the total 

amount of Accelerated Lien Date (ALD) revenues to be realized 

were overly optimistic, and revenue shortfalls in the SDAF 

resulted. Current indications are that the shortfall between BIE 

losses and ALD replacement funding appears likely to continue 

indefinitely and negatively impacts the size of the SDAF. I 

therefore urge your consideration of a guaranteed annual fiscal 

relief for fire protection districts for 1986-87 and beyond. 

In closing, I would like to again express appreciation for your 

past successes and continued interest in the area of fire 

protection districts and our financial needs. 
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CONSOLIDATED FIRE PROTECTION DISTRICT 
• 

OF LOS ANGELES COUNTY 

COMMUNITY REDEVELOPMENT LOSSES 

(in millions} 

Millions 1982-83 1983-84 1984-85 
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Public Independently 
Library Garbage Governed Total 

1979-80 Actual $40,148,119 $10,849,272 $ 2,025,223 $ 1,150,638 $54,173,252 

% of Total 74.11 20.03 3.74 2.12 100.00 
% Increase 

· 1980-81 Actual $48,489,123 $13,367,447 $ - $ 1,079,004 $68,685,635 

% of Total 78.70 19.55 - 1.75 100.00 
% Increase 20.78 11.07 -- (6.23) 13.76 

1981-82 Actual $54,202,097 $13,367,447 $ - $ 1,116,091 $68,685,635 

% of Total 78.92 19.46 -- 1.62 100.00 w 
% Increase 11.78 10.93 - 3.44 11.45 w 

1982-83 Actual $60,604,327 $14,738,202 ~ $ - $ 1,225,087 $76,567,616 

% of Total 79.15 19.25 -- 1.60 100.00 
% Increase 11.81 10.25 - 9.77 11.48 

1983-84 Actual $64,836,313 $15,768,256 $ -- $ 1,294,858 $81,899,427 

% of Total 79.17 19.25 - 1.58 100.00 
% Increase 6.98 6.99 -- 5.70 6.95 

1984-85 Allocation* $65,679,213 $15,969,531 $ - $ 1,292,856 $82,941,600 

% of Total 79.19 19.25 -- 1.56 100.00 
% Increase 1.30 1.28 -- ( 1.55) 1.27 

*The budgeted increase was 1.30% due to BIX loss. The actual SDAF received PA:rlw 
was $67,211,049, or a 3.66% increase. 8/85 
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To give you sane idea of the ~roblem, Palo Verde's estimated bill 

for State Fund Compensation alone is $5500. Our annual bud~et i 

less than :1::1500. Nearby Svrain' s Flat Volunteer Company was for~ed 

to close because they could not raise the liability insurance for 

their trucks. 

\Ve have no easy solution to offer. In several counties, the '3oards 

of Supervisors act as an umbrella to provide insurance for volunteer 

companies. Humboldt County has historically little interest in such 

a solution. If the State were to mandate coveraze, it would be 

helpful if they could also find a source of funds in a courty with 

a $1.7 million deficit. 

It is our hope that this committee will consider the reluctance of 

the insurarce industry to cover high risk public servants. 'Vve are 

convinced that the best solution would be a statewide benefit pack­

age affordable for individual volunteers. FirE Protection Districts 

or local councils might administer this packa~e. The industry shoul 

find coverage of thousands of firefighters to be cost-effective in 

some form, and both rural and urban areas should benefit from the 

reduced rates available from such a large base. 

As taxpayers we mizl1t expect to be provided with fire protection. 

qural volunteer companies have traditionally provided much of their 

own protection. 'Sut unless the insurance menace is addressed, rural 

volunteer companies will continue to close. Ohai could easily be­

come the rule, rather than the exception ..• 

Thank you. 
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