
 

 
 
 

City of Placerville 
MEMORANDUM 

 
DATE:  August 12, 2008 
 
TO: City Council 
 
FROM: John Driscoll, City Manager/City Attorney 
     
SUBJECT: RESOLUTION AUTHORIZING EXAMINATION OF  
 TRANSACTIONS AND USE TAX RECORDS 
______________________________________________________________________________ 
 
RECOMMENDATION  
 
That the City Council adopt a resolution authorizing examination of transactions and use tax 
records by Hinderliter, de Llamas and Associates. 
 
DISCUSSION 
 
Since the mid-1990s, Hinderliter, de Llamas and Associates (HdL) has been monitoring the 
City’s sales tax receipts.  On May 9, 1995, the City Council adopted Resolution 5912 authorizing 
HdL to receive and review sales and use tax data for the City of Placerville received from the 
State Board of Equalization. In reviewing the City’s sales and use tax data, HdL identifies 
situations in which the City is losing sales tax revenue either as a result of inaccurate reporting 
by an individual business or businesses, or as a result of misapplication of sales tax proceeds by 
the Board of Equalization. Since 1998, HdL has accounted for sales tax recovered for the City of 
Placerville in the amount of $473,947.00.  As compensation for recovery, HdL charges 15% of 
any new revenues that are generated for eight quarters plus 15% of retroactive payments. There 
are no other costs, and HdL only charges against recovered revenue. 
 
In November 1998, the City adopted Measure J, which created a special district supported by a 
“transaction tax,” the .25% sales tax add-on. Initially, the Board of Equalization has had a 
number of programs in place to monitor transaction tax totals and address any significant 
shortages. Until recently, the Board of Equalization’s programs were sufficient to adequately 
protect the interests of cities with “transaction taxes.”  However, the number of special districts 
supported by transaction taxes has more than doubled since 2003.  As of January 2007, over 75% 
of the businesses in California were located in or doing business in one or more special tax 
districts.  As a result of the increase in transaction tax districts, particularly in citywide districts, 
the Board of Equalization’s capacity to audit these transactions has been severely strained.   
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It now appears that there is a need for additional independent monitoring of transaction tax 
allocations.  HdL has access to statewide registration data and allocation data for over 90% of the 
state of California, and is therefore in a unique position to spot potential transaction tax 
allocation or payment errors. 
 
HdL has in place several programs to monitor transaction tax allocations, including the 
following: 
 

• Comparison of local tax allocations to transaction tax for brick and mortar stores and 
other cash register-based businesses, where clearly all transactions are conducted on-site 
and therefore subject to the transaction tax. 

• Review of any significant one-time use tax allocations to make sure that there is 
corresponding transaction tax (assuming that the taxpayer has nexus in the district). 

• Review of statewide transaction tax allocations and patterns to identify any obvious 
errors and omissions. 

• Identification of, and follow-up with, any potentially large purchasers of supplies and 
equipment (e.g., hospitals, universities, refineries, manufacturing plants) to ensure that 
their major vendors are properly reporting. 

 
As indicated above, the City of Placerville, as a result of Measure J, has a special tax district.  In 
order to have HdL monitor and audit these district revenues, we need to amend our agreement 
with HdL by a resolution that includes approval of the amendment of the City’s contract with 
HdL to allow them to monitor and audit transactions tax.  This resolution will also allow HdL to 
receive the appropriate information from the Board of Equalization and begin providing these 
additional services. 
 
FISCAL IMPACT  
 
As indicated in the above discussion, HdL’s compensation only comes against recovered 
revenues.  While it is impossible to ascertain at this point what additional revenues the City may 
receive as a result of HdL monitoring the Measure J sales tax increment, it is anticipated that the 
City will realize an increase in those revenues as a result of HdL’s efforts. 
 
 
Respectfully submitted,    Reviewed for fiscal impact:  
     
 
_________________________________   _________________________________ 
John Driscoll      Dave Warren 
City Manager/City Attorney    Finance Director 
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