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Description/Analysis 

Issue: The current fiscal climate and financial condition of the City requires the Finance 

Department to ensure the continued and uninterrupted billing of business tax accounts and the 

uninterrupted audit of sales tax allocations to the City.  Migrating to a new business tax billing 

system at this time would not only delay and interrupt the current pace of billing, but would also 

require the expenditure of funds not currently budgeted for the replacement of the existing 

business tax billing system, migration to that system, and staff training in order to implement the 

system. 

In addition, delaying and postponing ongoing sales tax audits at this time, or transferring to a new 

consultant, would potentially interrupt revenues to the City.  Therefore, staff does not believe that 

it is in the best interest of the City to change consultants at this time.  We are recommending that 

competitive bidding be suspended and that the Finance Department be authorized to execute a 

new three-year agreement with MuniServices, LLC for various revenue audits, recovery services, 

and the provision and maintenance of the current business tax billing system, under the same 

terms and conditions as the current agreement.

Policy Considerations: The recommendation is consistent with Sacramento City Code section 

3.56.230 (C),  when, upon a two- thirds vote of the City Council, it is determined that it is 

in the best interests of the City to suspend competitive bidding.  The collection and 

recovery of tax revenues due the City is consistent with the City Council’s policy of 

collecting funds for General Fund operations in order to provide essential City services.  

Environmental Considerations: Under the California Environmental Quality Act (CEQA) 

Guidelines, this action does not constitute a project, as defined in section 15378, and is

therefore exempt from review.  

Sustainability: None

Commission/Committee Action: None

Rationale for Recommendation: The primary reason for recommending that competitive bidding be 

suspended at this time is to ensure the continued timely billing of new and renewal business tax 

accounts and to avoid any delays and interruptions in the collection of business taxes, generating 

approximately $7.5 million in General Fund revenues annually.  Migrating to a new business tax 

billing system at this time would delay and interrupt the current pace of quarterly billing while the 

database is being transferred and integrated into another vendor’s system and until City staff is fully 

trained in the functionality of a new system.  In the past two years, staff have already been required to 

learn a number of new systems and processes and we currently do not have the staff time or 

resources available to dedicate to the transition and training that would be required with a new vendor 

for the business tax billing system, in addition to keeping pace with current workload.  

Additionally, transferring responsibility for ongoing sales tax audits at this time could delay and 

postpone additional sales tax revenues due to the City from the discovery and notice to the Board of 

Equalization of misallocated sales and use taxes.   Projected net new sales tax revenues to the City 
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over the next four quarters is approximately $1.8 million, based on previous years audit results.  Any

potential delay or interruption in these ongoing audits resulting from a change of consultants at this 

time would more than likely result in a negative impact on revenue to the City. On July 25, 2006,

Resolution No. 2006-545 designated MuniServices, LLC (fka MBIA MuniServices Company) as the 

authorized consultant to examine sales and use tax records maintained by the Board of Equalization 

on behalf of the City.  It is also recommended that MuniServices, LLC again be designated as the 

authorized consultant to examine sales and use tax records for the duration of a new three-year 

agreement.

Financial Considerations: Approval of the new agreement with MuniServices, LLC will allow for 

uninterrupted existing and potential new revenues to the City.  Reduced or delayed revenues to the 

City during the current fiscal climate would potentially disrupt and negatively impact cash flows to the 

City’s General Fund.  

It is anticipated that in three years, the fiscal climate and financial condition of the City will have 

stabilized, and a new RFP will be issued requesting these services for a five-year term. 

MuniServices, LLC has agreed to offer the current terms, conditions, and pricing for the next three 

years under a new agreement, with a potential discount from the previous agreement pricing on the  

compliance auditing of transient occupancy taxes and property taxes if the City requests these 

specific services be initiated.  Both of these audits are currently being considered by the Finance 

Department in order to ensure that the City is collecting all due revenues.

Fees for these services are to be paid on a contingency basis, as a percentage of new revenues 

recovered by the City due to the efforts of MuniServices, LLC, plus an annual fixed fee amount on 

certain services requested, as follows:

Sales and use tax audit services: 20% contingency

Sales and use tax information services: $18,815 annual fixed fee, with CPI adj

Business tax compliance services: 30% contingency

Business tax system (BizLINK): $30,000 annual fixed fee, with CPI adj, plus

$3,000 annual not-to-exceed additional user, 

transfer, and replacement fees

Utility user tax audit services: 25% contingency

Utility user tax revenue protection services: $36,000 annual fixed fee

Transient occupancy tax audit services: $83,000 not-to-exceed fixed fee

Transient occupancy tax seminar services: $4,000 not-to-exceed fixed fee

Property tax and tax increment audit services: 25% contingency

At this time, there is no budget available for replacement of the current business tax system.  

The cost for the current services will be covered under the Revenue Division operating budget in 

FY2011/12 through FY2013/14. 
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Emerging Small Business Development (ESBD): Not applicable.
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Background:

The current agreement with MuniServices, LLC (No. 2006-0789) resulted from a 
Request for Proposals issued in May 2006, with proposals received from only two 
qualified firms capable of providing the full range of services requested.  MuniServices,
LLC was awarded the contract based on qualifications, experience, scope of services, 
and cost and has been providing these services to the City for approximately the past 
20 years, after successfully bidding on each RFP issued every five years or so.  During 
these years, MuniServices, LLC has provided the City with sales and use tax auditing, 
sales and use tax analysis and reporting, business tax compliance auditing, utility user 
tax compliance auditing and revenue protection services, and transient occupancy tax 
compliance auditing.  In February 2009, MuniServices, LLC, also began providing the 
City with a proprietary business tax system (BizLINK) after the City’s previous legacy 
system was discontinued.  Implementing this system was an option available under the 
current agreement.

The current business tax system is fully operational and allows for the timely billing of 
business tax accounts on a quarterly basis.  After initial problems with inaccurate 
account information, mainly due to implementation issues and staff assimilation of a 
new system, the database is now accurate and functional.  The current system costs 
are paid for on an ongoing quarterly basis and are allocated for within the Finance 
Department’s current budget.  Migrating to another vendor system in the current 
environment would result in the interruption and disruption of a continuous stream of 
General Fund revenues (approximately $7.5 million in FY10) and the expenditure of 
funds not currently budgeted for procurement and implementation of a new business tax 
system.  Additionally, staff is presently fully trained in the operation and use of the 
current system.  Implementing another vendor system at this time would potentially 
impact performance levels, as staff is already at or near capacity in terms of assimilating 
any new systems at this time.  In the past two years, staff has been required to learn a 
new cashiering system, a new parking citation system, a parking garage permit system, 
and an online parking citation contest process.  

The sales and use tax audit services provided by MuniServices, LLC are ongoing.  
These services detect and correct point of sale distribution and allocation errors, 
thereby generating new sales and use tax revenues which would not otherwise have 
been realized by the City.  Specifically, these services include taxable nexus field 
audits, permit audits, deficiency assessment audits, accounts payable audits, and 
quarterly distribution report (QDR) audits.  Misallocated Bradley-Burns sales tax 
revenue may be recovered for only three quarters prior to the State Board of 
Equalization (SBOE) being notified of the reporting error, and misallocated District sales 
tax revenue for between three quarters and three years.  Therefore, QDR audits must 
be conducted in a timely manner in order to preserve the opportunity for the City to 
recover misallocated revenues.  These audits are conducted each and every quarter in 
order to minimize the potential of lost revenue to the City.  Based on previous years 
audit results, projected net new sales tax revenue to the City over the next four quarters 
is approximately $1.8 million.   Any potential delay or interruption in these ongoing 
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audits would impact the projected net new revenue to the City, adding additional strain 
to budgets during the current fiscal climate.  Changing consultants at this time would 
potentially cause delay or interruption of these audits during a transition period, which 
would require Council action to authorize a new consultant to examine SBOE records 
and for a new consultant to initiate and implement their audit schedule.  
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Agreement: Revenue Audit and Business Tax System Agreement June 14, 2011

Attachment 1

RESOLUTION NO. 

Adopted by the Sacramento City Council

SUSPENDING COMPETITIVE BIDDING AND APPROVING THE PROPOSED 
THREE-YEAR AGREEMENT WITH MUNISERVICES, LLC TO PROVIDE REVENUE 

AUDITS, RECOVERY SERVICES, AND A BUSINESS TAX SYSTEM 

BACKGROUND

A. On July 25, 2006 the Finance Department informed the City Council that a 
Request for Proposals for revenue audit and revenue recovery services had 
been issued, and MuniServices, LLC (fka MBIA MuniServices Company) had 
been selected to provide those services for a five-year period.

B. In February 2009, MuniServices, LLC began providing the City with a proprietary 
business tax system (BizLINK) as an option under the 2006 agreement.  

C. The Finance Department is requesting authorization to suspend competitive 
bidding and to enter into a new three-year agreement with MuniServices, LLC at 
the same terms, conditions, and pricing as under the agreement expiring July 31, 
2011.

D. In accordance with City Code Chapter 3.60, Section 170, the City Council may, 
by two-thirds vote, suspend competitive bidding for any contract in the best 
interests of the City.  Suspending competitive bidding for these services at this 
time is in the best interests of the City, in order to avoid delays in tax collections 
and minimize any adverse impact to cash flows to the General Fund.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1. The City Council hereby approves a three-year agreement with 
MuniServices, LLC for revenue audits, recovery services and a business 
tax system, attached hereto as Exhibit A.

Section 2. The City Council hereby suspends competitive bidding in the best interest 
of the City and authorizes the City Manager or designee to execute the 
Agreement for Revenue Audit, Recovery Services, and Business Tax 
System.

Section 3. Exhibit A, and all Exhibits attached thereto, are part of this resolution.

Table of Contents:
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Agreement: Revenue Audit and Business Tax System Agreement June 14, 2011

Exhibit A – Professional Services Agreement with MuniServices, LLC.
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Agreement: Revenue Audit and Business Tax System Agreement June 14, 2011

Attachment 2

RESOLUTION NO. 

Adopted by the Sacramento City Council

DESIGNATING A CITY CONSULTANT AS THE AUTHORIZED CITY 
REPRESENTATIVE TO EXAMINE SALES AND USE TAX RECORDS

BACKGROUND

A. Pursuant to California Revenue and Taxation Code Sections 7200, et seq., and 
7215, et seq., the City of Sacramento has adopted a sales, use, and transaction 
tax ordinance (or ordinances) which meet the requirements of those code 
sections; and

B. Pursuant to California Revenue and Taxation Code Section 7056, the City of 
Sacramento, by resolution, may designate any officer, employee or any other 
person to examine all of the sales, transaction, and use tax records of the State 
Board of Equalization pertaining to sales and use taxes collected for the City; and 

C. The City of Sacramento has entered into an agreement for sales tax audit and 
information services with the firm of MuniServices, LLC, to designate 
MuniServices, LLC as the authorized Consultant to examine such tax records 
maintained by the Board on behalf of the City of Sacramento, and 

D. All legal prerequisites prior to the adoption of this Resolution have occurred.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1. That the Revenue Manager, or other officer or employee of the City or any 
other person designated in writing by the Finance Director to the State 
Board of Equalization (hereafter referred to as Board), is hereby appointed 
to represent the City with authority to examine sales, transaction, and use 
tax records of the Board pertaining to sales, transaction, and use taxes 
collected for the City by the Board pursuant to the contract between the 
City and the Board.  The information obtained by examination of Board 
records shall be used only for purposes related to the collection of City 
sales, transaction, and use taxes by the Board pursuant to that contract.

Section 2. That the Revenue Manager, or other officer or employee of the City or any 
other person designated in writing by the Finance Director to the Board, is 
hereby appointed to represent the City with authority to examine those 
sales, transaction, and use tax records of the Board, for purposes related 
to the governmental functions of the City.
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Agreement: Revenue Audit and Business Tax System Agreement June 14, 2011

Section 3. In all respects as set forth above, the City Council of the City of 
Sacramento hereby certifies to the State Board of Equalization that 
MuniServices, LLC is the designated representative of the City of 
Sacramento to examine all of the sales, transaction, and use tax records 
of the Board pertaining to sales and use taxes collected by the Board on 
behalf of the City of Sacramento.

Section 4. Pursuant to California Revenue and Taxation Section 7056(b), the City 
Council of the City of Sacramento certifies that MuniServices, LLC (the 
“Consultant”) meets all of the following conditions:

a. Consultant has an existing contract with the City to examine sales tax 
records;

b. Consultant is required by that contract to disclose information 
contained in, or derived from, those sales tax records only to an officer 
or employee of the City who is authorized by resolution to examine the 
information;

c. Consultant is prohibited by the contract from performing consulting 
services for a retailer during the term of the contract; and 

d. Consultant is prohibited from retaining the information contained in, or 
derived from, those sales tax records after the contract has expired.
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