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REASON FOR INVESTIGATION 
 
Three previous Grand Juries have issued reports emphasizing the need to update the Nevada 
County General Code Chapter II: Franchises.  The Board of Supervisors (BOS) agreed with 
these recommendations each year, then issued, and reissued Board Orders (BO) that required 
implementation of recommendations.  After three years of Board direction, many of the 
recommended actions are only now being completed.  The Grand Jury has continued to 
follow this matter because revenue due from franchisees is a significant source of income to 
the County. 
 
 

BACKGROUND 
 
In 2001, 2002, and again in 2003, the Grand Jury published reports concerning the collection 
of franchise fees in Nevada County.  The California State Franchise Act of 1937 allows 
municipalities and counties to grant franchises to establish operations and to collect fees from 
private sector utilities.  These franchise fees contribute substantially to the income of the 
county.  The Grand Jury reports expressed concern that the county's failure to audit monies 
received from these franchises left the county open to possible underpayment of fees due.  
 
The investigations done to prepare these reports spanning a three-year period led the Grand 
Jury to believe that the county was not managing these franchises in the best interests of the 
taxpayers of Nevada County.  This continued lack of management control could mean that 
the county is not receiving the full amount owed by some or all of these private sector 
utilities. 
 
Two Grand Jury recommendations have appeared in all three years of reports:  

• Update the county code (Nevada County General Code Chapter II: Franchises) 
• Conduct audits of all of the franchise holders  

 
 

METHOD OF INVESTIGATION 
 
The Grand Jury conducted interviews with representatives from the Auditor-Controller’s 
Office, the BOS, and with the Chief Financial Officer.  The Grand Jury analyzed two Cable 
Franchise Audit Reviews conducted under the auspices of the Buske Group, a consulting 
service retained by the County.  Fees collected by the County from all franchisees over the 
past five years were also studied. 
 



FINDINGS 
 
1. In late 2002 and early 2003 two franchise utilities were audited by outside consultants at 

a cost of $20,000.  The audit of USA Media for the period 4/99 through 6/02 has since 
resulted in additional revenue of $23,899.  The audit of AT&T Broadband (now 
Comcast), for the period of 10/98 through 9/02 yielded additional revenue of $79,636.35. 

 
2. California State Law (Broughton Act) sets forth a complex formula by which public gas 

and electric utilities calculate the amount of franchise fees due local governments.  The 
County accepts without verification and on a good faith basis the components used by the 
utilities in calculating the franchise fees. 

 
3. After several prior extensions of Board Orders, on October 7, 2003 the BOS again 

extended the deadlines for completion of the Franchise Code update and for 
implementation of a regular franchise fee audit program to June 30, 2004. 

  
4.   The Grand Jury was informed that a new franchise agreement, more favorable to the 

County and with a straightforward assessment formula was negotiated with Waste 
Management for the disposal of solid waste in western Nevada County.  This new 
agreement went into effect January 1, 2004. 

 
5. Because the franchise contract for eastern Nevada County with Tahoe Truckee Disposal 

Company is terminating, the BOS requested the Auditor-Controller to conduct audits of 
this franchisee for the years 2001, 2002, and 2003 to determine that the proper fees had 
been paid.  In a status report at its April 6, 2004 meeting, the BOS was advised that the 
Tahoe Truckee Disposal Company audit was not completed but should be done by June 
30, 2004   

 
6. The Grand Jury was advised that a renewal agreement, currently being negotiated 

between the County and Comcast, will serve as the basis for the cable TV franchise code 
in Western Nevada County.  This cable TV code will be presented to the BOS for 
approval sometime in June 2004. 

 
7. The Grand Jury was also advised that a schedule has been set up in the Auditor-

Controller’s office to audit all cable franchisees every 3 years. 
 
8. The franchise fees collected for the past five years are shown in the following table: 
 

FISCAL YEAR CABLE TV ELEC/GAS SOLID WASTE TOTAL
98/99 173,056.18$        220,999.73$        258,861.65$        652,917.56$        
99/00 148,184.04          246,193.61          246,077.53          640,455.18          
00/01 163,520.99          243,160.96          223,222.35          629,904.30          
01/02 154,833.50          334,085.04          309,350.15          798,268.69          
02/03 152,410.39          344,818.42          301,711.68          798,940.49          

TOTAL 792,005.10$        1,389,257.76$     1,339,223.36$     3,520,486.22$      
 



 
CONCLUSIONS 

 
1. It appears that the County is finally making headway in establishing some meaningful 

control over a significant source of revenue as witnessed by:  
• the signing of a new franchise agreement for solid waste disposal in western 

Nevada County 
• the audit currently underway of the prior disposal franchisee in eastern Nevada 

County 
• the collection of significant past due cable TV franchise fees 
• the pending renewal agreements for cable TV franchises  

 
2. Cable franchise audits now are planned for every 3 years.  These should result in future 

collections being more carefully monitored to assure the county receives the full amount 
of contracted obligations. 

 
3. Despite prior Grand Jury recommendations, plans are not yet in place for regular audits 

of other franchises operating within the County. 
 
4. The Auditor-Controller’s office appears to lack a clear understanding of the methodology 

and documentation utilized by PG&E in their calculation of fees due the County to assure 
that remittances are in compliance with the law and established procedures. 

 
 

RECOMMENDATIONS 
 
1. Again, the Grand Jury strongly urges the Board of Supervisors to instruct the County 

Executive Officer, County Counsel and the Auditor-Controller to finally complete the 
update to Nevada County General Code Chapter II: Franchises. 

 
2. The Auditor-Controller should develop a plan that will ensure that staff is provided with 

appropriate training to establish written procedures for regular internal audits of monies 
received from all franchisees. 

 
RESPONSES 

 
Board of Supervisors   September 27, 2004 
Auditor-Controller   August 30, 2004 
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