NOTICE OF SPECIAL MEETING

Pursuant to Section 54956 of the Government Code of the State of California, a Special
Meeting of the Tracy City Council is hereby called for:

Date/Time: Tuesday, July 5, 2022, 6:00 p.m.
(or as soon thereafter as possible)

Location: Tracy City Hall
333 Civic Center Plaza, Tracy, CA.

Government Code Section 54954 .3 states that every public meeting shall provide an
opportunity for the public to address the Tracy City Council on any item, before or during
consideration of the item, however no action shall be taken on any item not on the agenda.

This meeting will be open to the public for in-person and remote participation pursuant
to Government Code Section 54953(e)

The City of Tracy remains under a local emergency for COVID-19 and is now
conducting teleconference meetings pursuant to State Law. Teleconferenced
locations may include various locations including Tracy City Hall. In accordance with
the California Department of Public Health Guidelines, universal masking is
recommended for all persons regardless of vaccination status and social distancing
protocols will be in place for Tracy City Hall.

Members of the public may participate remotely in the meeting via the following
method.

For Remote Public Comment:

During the Items from the Audience, public comment will be accepted via the options listed
below. If you would like to comment remotely, please follow the protocols below:
e Comments via:
o Online by visiting https://cityoftracyevents.webex.com and using the following
Event Number: 2559 155 3181 and Event Password: TracyCC
o If you would like to participate in the public comment anonymously, you
may submit your comment via phone or in WebEx by typing “Anonymous”
when prompted to provide a First and Last Name and inserting
Anonymous@example.com when prompted to provide an email address.
o Join by phone by dialing +1-408-418-9388, enter 25591553181#8722922#
Press *3 to raise the hand icon to speak on an item

e Protocols for commenting via WebEx:
o If you wish to comment under “ltems from the Audience/Public Comment”
portion of the agenda:
= Listen for the Mayor to open “ltems from the Audience/Public
Comment’, then raise your hand to speak by clicking on the Hand icon
on the Participants panel to the right of your screen.
= [f you no longer wish to comment, you may lower your hand by clicking
on the Hand icon again.
o Comments for the “ltems from the Audience/Public Comment” will be accepted
until the public comment period is closed.

e The total allotted time for public comment under “ltems from the Audience/Public
Comment” will be 15 minutes.
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Call to Order
Roll Call

Items from the audience - In accordance with Council Meeting Protocols and Rules of
Procedure, adopted by Resolution 2019-240, a five-minute maximum time limit per
speaker will apply to all individuals speaking during “Iltems from the Audience/Public
Comment”. For non-agendized items, Council Members may briefly respond to
statements made or questions posed by individuals during public comment; ask
questions for clarification; direct the individual to the appropriate staff member; or
request that the matter be placed on a future agenda or that staff provide additional
information to Council.

ADOPT A RESOLUTION: 1) ORDERING THE CITY CLERK TO SUBMIT A
MEASURE TO THE CITY OF TRACY VOTERS AT THE NOVEMBER 8, 2022,
GENERAL MUNICIPAL ELECTION, AN ORDINANCE REPEALING AND
REPLACING, IN ITS ENTIRETY, CHAPTER 6.04 (BUSINESS TAXES) OF THE
TRACY MUNICIPAL CODE, AND, IF APPROVED BY THE CITY COUNCIL, 2)
AUTHORIZING THE SUBMISSION OF AN ARGUMENT ON BEHALF OF THE CITY
COUNCIL WITH DESIGNATED AUTHOR(S) AND DIRECTING THE CITY
ATTORNEY TO PREPARE AN IMPARTIAL ANALYSIS OF THE BUSINESS TAXES
MEASURE ON THE NOVEMBER 2022 BALLOT

Council ltems and Comments
Adjournment

Mayor

Posting Date: July 1, 2022

The City of Tracy is in compliance with the Americans with Disabilities Act and will make all
reasonable accommodations for the disabled to participate in employment, programs and
facilities. Persons requiring assistance or auxiliary aids in order to participate, should contact
the City Manager’s Office at (209) 831-6000 at least 24 hours prior to the meeting.



July 5, 2022
AGENDA ITEM 4
REQUEST

ADOPT A RESOLUTION: 1) ORDERING THE CITY CLERKTO SUBMIT A MEASURE
TO THE CITY OF TRACY VOTERS AT THE NOVEMBER 8, 2022, GENERAL
MUNICIPAL ELECTION, AN ORDINANCE REPEALING AND REPLACING, IN
ITS ENTIRETY, CHAPTER 6.04 (BUSINESS TAXES) OF THE TRACY MUNICIPAL
CODE, AND, IF APPROVED BY THE CITY COUNCIL, 2) AUTHORIZING THE
SUBMISSION OF AN ARGUMENT ON BEHALF OF THE CITY COUNCIL WITH
DESIGNATED AUTHOR(S) AND DIRECTING THE CITY ATTORNEY TO PREPARE
AN IMPARTIAL ANALYSIS OF THE BUSINESS TAXES MEASURE ON THE
NOVEMBER 2022 BALLOT

EXECUTIVE SUMMARY

The City of Tracy has an outdated, regressive, and complicated business tax system
that disproportionately burdens small businesses. On March 22, 2022, at the Special
Council meeting, the City Council directed staff to bring back at the July 5, 2022,
meeting, actions related to submitting a measure to the voters to adopt an ordinance
revising Chapter 6.40 “Business Taxes” on business activities in Tracy. If approved by
the City Council, the proposed measure would appear on the November 8, 2022,
General Municipal Election as a ballot measure.

By putting the proposed ballot measure to the voters, this change in the Business Taxes
of the City would add resources to the general-purpose fund while also supporting small
businesses with gross receipts of less than $200,000. An alternative to the flat tax is a
progressive gross receipts tax, in which larger businesses with higher gross receipts pay
more than smaller businesses with less gross receipts. In a progressive system, every
business pays their fair and proportional share into the City’s General Fund. These
resources would go towards maintaining and improving City streets and roads,
upgrading parks and community facilities, as well as increasing support foreconomic
development and job growth.

This item requests Council approval of aresolution authorizing the submission of a ballot
measure, including the ballot question and proposed ordinance. The resolution further
authorizes the City Clerk to allow for the submission of arguments for and against, as
well as rebuttals, regarding the measure; authorizes the submission of an argument for
the measure on behalf of the Council, and directs the City Attorney to prepare an
impartial analysis of the ballot measure. This item further requests that Council, by
motion, designate an author of the Council’s argument for the measure.

DISCUSSION
Background

In March 2020, the City Council formed an Ad-Hoc Committee of the City Council to
develop policies and actions to ensure the City’s long-term fiscal sustainability. On
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March 9, 2021, the City Council held a fiscal sustainability workshop where they adopted
the City’s Guiding Budget Principles and several fiscal strategies. The City Council
directed the Ad-Hoc Committee to continue working through these strategies and to
return to the City Council with further actions for consideration. One of these strategies
was to revise the City’s existing Business Taxes scheme, which has not been updated
for the last four decades.

After careful analysis and comparisons with neighboring communities, staff believes that
Tracy’s 39-year-old business tax structure is currently disproportionate to small, locally
owned businesses. The current base rate is $100/first owner, plus $20 for each
additional owner, full-time employee/worker, or independent agent. Any part-time
employee/worker (32 hours or less) is an additional $10 (pro-rated quarterly), plus aone-
time $14 application fee. Due to this flat tax structure and reliance on the total employee
count, large employers in Tracy, such as warehouse businesses and big corporations
are currently not paying their proportionate share of tax relative to their gross receipts.

During the March 22, 2022, City Council workshop, staff presented the General Fund’s
ten-year forecast that discussed the impacts of the potential loss of Sales Tax revenues
and what an increase from arevision to the Business Taxes revenue would look like for
the City. It is estimated that the proposed revisions to the Business Taxes structure will
generate approximately $5M in annual tax revenue for the City’s General Fund.
Updating Tracy’s Business Taxes scheme to ensure that larger businesses pay their
proportionate share of taxes while reducing the impact on small businesses would help
to maintain and even improve City streets, roads, parks, community facilities, and
economic development. It would also allow for investment in:

o after-school programs, anti-gang activities, and recreation programs that
keep young people off the streets, out of trouble, and away from drugs
and gangs

o rapid emergency and medical response times for police and fire by

ensuring adequately staffed and trained police officers and firefighters

With the recommendation of the Ad-Hoc Committee, the City Council directed Staff to
proceed with the documents required to place a general tax measure on the ballot for
the General Municipal Election on November 8, 2022. The draft tax ordinance is a
general tax measure and requires a 50% plus one vote for approval.

Proposed General Business Taxes

In early March 2022, staff hired a consultant to conduct a survey to determine initial
support for the proposed Business Taxes measure which would likely appear on the
November 2022 ballot. The survey was conducted by Godbe Corporation, in connection
with the Lew Edward Group (who provided broader guidance on drafting the ballot
measure). The survey outcome showed that 57.1 percent will “probably” or “definitely”
support the measure. The survey also asked for community spending priorities.
Maintaining City streets, roads and repairing potholes was the top spending priority.

Over the past four months, the City has met with the Chamber of Commerce, the Tracy
City Center Association (TCCA), Rotary, and hosted four separate meetings for Tracy’s
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business community to discuss how to make the City’s Business Taxes more equitable
by switching to a gross receipts tax. The Ad-Hoc Committee initially explored options for
the gross receipts tax to begin after the first $100,000 in gross revenue with aflat fee of
$100. However, the small business community’s feedback influenced the final
recommendation, which reflects the tax to begin after $200,000 at a base fee of $50.

It is worth noting that the proposed amended Business Taxes measure is not alicense
to operate within the City. The changes suggested to the Business Taxes do not entitle
the holder of the Business Tax certificate to conduct business before complying with all
requirements of the Tracy Municipal code and other applicable laws, nor to conduct
business in a zone where such abusiness violates the law.

Businesses can estimate their individual cost using this simple rate estimator:
https://hdlcompanies.formstack.com/forms/cityoftracy sampleratecalculator

Progressive Business Taxation in Other Cities

An alternative to the flat tax is a progressive gross receipts tax, in which larger
businesses with higher gross receipts pay more than smaller businesses with less gross
receipts. In a progressive system, every business pays their fair and proportional share
into the City’s General Fund. Several other Bay Area cities have implemented various
forms of progressive business taxation, most notably San Franciscoin 2012, as well as
Stockton, Modesto, Walnut Creek, and San Jose. Additionally, Riverside, CA, and
Seattle, WA have forms of progressive business taxes. In all these cities, the smallest
businesses pay a much lower amount than the larger businesses. The City of Oakland is
also considering similar changes to its business taxes scheme.

Changes to the Tracy Municipal Code

Staff has drafted arevised Title 6, Chapter 6.40 Business Taxes to impose a general tax
on businesses engaged in business activity in Tracy. Other minor amendments are
being proposed to modernize the language of the existing ordinance. The proposed
Ordinance is attached as Exhibit A to the resolution. Attachment A shows the new
Chapter 6.04 and Attachment B shows a redlined version of the proposed as compared
against the existing Chapter 6.04.

Summary of Business Taxes Rate Structure

Proposed Gross

Business Rate Categories Minimum Fee Receipts Rate
GENERAL BUSINESS 0.001 X Gross
MANUFACTURING, WAREHOUSING, WHOLESALING 0.0015 X Gross
CONTRACTOR 0.002 X Gross

S50 Flat Rate Per Business

SERVICE (first $200,000 of GR) 0.002 X Gross
PROFESSIONALS 0.003 X Gross
RENTAL (COMMERCIAL) 0.003 X Gross

RENTAL (RESIDENTIAL) 0.003 X Gross
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In accordance with State law, the proposed amendment will be presented as a ballot
question. Specifically, the proposed approves the following ballot label for the proposed
General Tax, to be submitted for a“Yes” or “No” vote:

To ensure large businesses pay a proportionate share and provide
funding forCity services such as: repairing potholes/streets; keeping YES
public areas healthy/safe/clean; maintaining neighborhood police
patrols/9-1-1 emergency response/fire protection; supporting our

economy/ general government use, shall the ordinance to update
the City of Tracy business taxes be adopted with typical rates
between 0.1% and 0.3% of gross receipts, as described in the NO
ordinance, providing an additional $4,000,000 annually, until ended
by voters?

Election Related Actions

Section 9282 of the Elections Code allows “...the legislative body, or amember or
members of the legislative body authorized by that body, or an individual voter who is
eligible to vote on the measure, or bonafide association of citizens, or acombination of
voters and associations...” to file an argument for or against a ballot measure submitted
by a legislative body. The statute requires that written arguments not exceed 300 words
in length and meet certain formatting requirements. The resolution sets forth the
requirements for these arguments and requires their submission by the dates set by the
County Registrar of Voters. In addition, the resolution requests that Council authorize
the submission of an argument for the measure on behalf of the City Council and
designate an author, by motion. Only one argument filed in support of, or against, a
measure may be selected to appear with the measure. Section 9287 of the Elections
Code provides that if multiple arguments in favor of, or against, the measure are timely
filed with the City Clerk’s Office, then the City Clerk must grant preference first to any
argument authored by the legislative body, then to an authorized Council member or
members, then to a bona fide citizens group, and finally to an individual voter registered
and eligible to vote on the measure.

Section 9280 of the Elections Code provides that once a ballot measure qualifies for the
ballot, the governing body may direct the City Clerk to transmit a copy of the measure to
the City Attorney to prepare an impartial analysis. The proposed resolution establishes
requirements and states that the analysis must be submitted by the deadline established
by the County Registrar of Voters.

STRATEGIC PLAN

This agendaitem supports Governance Strategic Goal 2: ensure short- and long-term
fiscal health.

FISCAL IMPACT

The City currently collects approximately $900,000 annually in Business Taxes. ltis
estimated that the proposed revisions to the Business Taxes structure will generate
approximately $5M in annual tax revenue for the City’s General Fund.
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This table provides an estimate of the taxes collected under the updated tax measure;
approximately a $4 million increase in revenue is projected.

Est. GRTax on

Businesses Above

Business Rate Categories E Est. Count of Businessesg Est. Taxable Gross Receiptsg Est. Min Fees ($50) gThreshoId of $200k g
RENTAL (COMMERCIAL) 76 $ 39,200,000.00 $ 1,000.00 $ 103,200.06
CONTRACTOR 1301 $ 174,250,000.00 $ 14,350.00 $ 195,140.57
EXEMPT 122 $ - S - S -
GENERAL BUSINESS 693 $ 2,269,963,135.97 $ 8350.00 $ 2,236,563.30
MANUFACTURING, WAREHOUSING, WHOLESALING 219 $ 1,228,756,429.46 S 2,000.00 $ 1,831,134.70
PROFESSIONALS 313 $ 148,650,000.00 $ 9,100.00 $ 311,100.55
RENTAL (RESIDENTIAL) 236 $ 54,120,000.00 $ 30000 $ 118,260.19
SERVICE 1901 $ 128,439,910.20 $ 3520000 $ 111,445.90
SUBTOTAL 4861 $ 4,043,379,475.63 S 73,0000 $ 4,906,845.27
GRANDTOTAL  § 4,979,945.27

RECOMMENDATION

Adopt a Resolution, 1) Ordering the City Clerk to submit a measure to the City of Tracy
Voters at the November 8, 2022, General Municipal Election an Ordinance repealing
and replacing, in its entirety, Chapter 6.04 (Business Taxes) of the Tracy Municipal
Code, and, if approved by City Council, 2) Authorizing the Submission of an argument
on behalf of the City Council with designated author(s) and directing the City Attorney
to prepare an impartial analysis of the Business Taxes Measure on the November
2022 Ballot.

Prepared by: Karin Schnaider, Finance Director
Sara Cowell, Accounting Manager

Approved by: Midori Lichtwardt, Acting City Manager

ATTACHMENTS

A — Clean Copy: Chapter 6.04 Business Taxes — Code of Ordinance
B — Redline Strikethrough Copy: Chapter 6.04 Business Taxes — Code of Ordinance
C - Powerpoint Presentation



ATTACHMENT A

Title 6 - BUSINESSES, PROFESSIONS AND TRADES
Chapter 6.04 BUSINESS TAXES

Chapter 6.04 BUSINESS TAXES

Sections:

6.04.010 DEFINITIONS.

6.04.020 REVENUE MEASURE.

6.04.030 EFFECT ON OTHER LAWS.

6.04.040 BUSINESS TAX PAYMENTS REQUIRED.

6.04.050 EVIDENCE OF DOING BUSINESS.

6.04.060 CONSTITUTIONAL APPORTIONMENT.

6.04.070 EXEMPTIONS.

6.04.080 POSTING AND KEEPING TAX CERTIFICATES.

6.04.090 CONFIDENTIALITY AND EXAMINATION.

6.04.100 FAILURE TO FILE STATEMENTS OR CORRECTED STATEMENTS.
6.04.110 AMOUNT OF BUSINESS TAX DEBT TO CITY.

6.04.120 EFFECT OF CONVICTIONS.

6.04.130 DUTY OF CITY TO ISSUE TAX CERTIFICATES.

6.04.140 BUSINESS TAXES PAYABLE AT CITY OFFICES.

6.04.150 SEPARATE TAXES REQUIRED—WAREHOUSES EXCEPTED.
6.04.160 TAX CERTIFICATE PERIOD.

6.04.170 BUSINESS TAXES—PAYMENT, DELINQUENCIES, AND PENALTIES.
6.04.180 TAXPAYER INFORMATION REQUIRED.

6.04.190 SUBSEQUENT TAX PAYMENTS.

6.04.200 EXTENSIONS OF FILING DATES—INTEREST CHARGES.

6.04.210 REFUNDS.

6.04.220 DETERMINATIONS OF BUSINESS CLASSIFICATIONS AN ADMINISTRATIVE FUNCTION.
6.04.230 APPLICATIONS FOR CHANGES OF BUSINESS CLASSIFICATIONS.
6.04.240 APPEALS ON DECISIONS OF BUSINESS CLASSIFICATIONS.
6.04.250 RULES AND REGULATIONS.

6.04.260 REFERRALS TO OTHER AGENCIES—PREPAYMENT OF TAXES.

Tracy, California, Code of Ordinances Created: 2022-04-07 12:48:59 [EST]
(Supp. No. 59)
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Title 6 - BUSINESSES, PROFESSIONS AND TRADES
Chapter 6.04 BUSINESS TAXES

6.04.270 ENFORCEMENT.

6.04.280 REMEDIES CUMULATIVE.
6.04.290 SEVERABILITY.

6.04.300 VIOLATIONS—PENALTIES.

6.04.310 DETERMINATION OF TAX DUE BASED ON GROSS RECEIPTS PLUS ANNUAL
REGISTRATION TAX.

Article 1. General Provisions

6.04.010 Definitions.

For the purposes of this chapter, unless otherwise apparent from the context, certain
words and phrases used in this chapter are defined as follows:

"Business" means and includes full-time or part-time professional services and retail,
wholesale, manufacturing, or other occupations, trades, or callings of any kind, whether or not
carried on for profit or livelihood.

"Business tax" means the business activity tax.

"City" means the City of Tracy, a municipal corporation of the State of California, in its
present incorporated form or in any later reorganized, consolidated, enlarged, or
reincorporated form.

“Code” means the Tracy Municipal Code, as amended from time to time.

"Collector" means the Finance Director of the City or other designees charged by the
Finance Director or City Manager of the City, as the case may be, with the administration of the
provisions of this chapter.

“County” means the County of San Joaquin.

“Constitution” means the United States Constitution or the California Constitution, as the
case may be.

"Employee" means all persons engaged in the operation or conduct of any business,
whether as a member of the owner's family, agent, manager, solicitor, and all other persons
employed or working in said business including, without limitations of the foregoing, all
individuals who derive all or part of their income from commissioned sales. For purposes of
computing tax based on employees, the average number of employees per year, as defined in
this section, will be used.

Tracy, California, Code of Ordinances Created: 2022-04-07 12:48:59 [EST]
(Supp. No. 59)
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"Fixed place of business" means premises in the City where a business is conducted from
day to day and regularly kept open for the purposes of such business, also referred to as
"regular place of business."

“Gross Receipts” means the total amount of the sale price of all sales, and/or the total
amount charged or received for the performance of any act or service or employment, of
whatever nature it may be, for which a charge is made or credit allowed, whether or not such
act, service or employment is done as a part of or in connection with the sale of materials,
goods, wares or merchandise, and when such act, service or employment occurs as a result of
any activity within the City. Included in “gross receipts” shall be all receipts, cash, credits and
property of any kind or nature, except as excluded in this subsection, without any deduction
therefrom on account of the cost of the property sold, the cost of the materials used, labor or
service costs, interest paid or payable, or losses or other expenses whatsoever as shown by
either the Federal or State income tax return required to be filed by such person.

Excluded from “gross receipts” shall be:

(a) Cash discounts allowed and taken on sales;

(b) Credit allowed on property accepted as part of the purchase price and which property
may later be sold;

(c) Any tax required by law to be included in or added to the purchase price and collected
from the consumer or purchaser;

(d) Such part of the sale price of property returned by purchasers upon rescission of the
contract of sale as is refunded either in cash or by credit;

(e) Amounts collected for others where the business is acting as an agent or trustee to the
extent that such amounts are paid to those whom collected;

(f) The amount of each single sale to a single customer in excess of fifty thousand dollars
($50,000.00) where the gross profits derived therefrom does not exceed one percent
(1%) of the sale price; and

(g) The amount of gross receipts which has been the measure of a license tax paid to any
other City.

“Hearing officer” means an impartial person designated by the City Manager, as defined
in Chapter 1.12 of the Tracy Municipal Code.

"Manufacturing" means making materials, raw or partly finished, into wares suitable for
use by persons other than the manufacturer, including, but not limited to, fabrication,
processing, packing, bottling, assembling, canning, compounding, and forging.

"Not-for-profit entities" means any organization that qualifies under Section 501,
subsection (c) (3) of the United States Internal Revenue Code or equivalent federal statute.

"Peddler" means any person who goes from house to house or from place to place orin or
along the streets of the City selling and making an immediate delivery, or offering for sale and

Created: 2022-04-07 12:48:58 [EST]
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immediate delivery, anything of value in his possession to persons other than dealers in such
commodities.

"Person" means any individual, firm, company, partnership, limited liability partnership,
joint venture, association, proprietorship, social club, fraternal organization, joint stock
company, domestic or foreign corporation, limited liability corporation, estate, trust, business
trust, receiver, trustee, trustee in bankruptcy, administrator, executor, assignee, syndicate, or
any other group or combination acting as a unit, whether mutual, cooperative, fraternal,
nonprofit or otherwise, excepting: the United States of America, the State of California, and any
political subdivision of either thereof upon which the City is without power to impose the tax
herein provided.

"Solicitor" means a person engaged in soliciting, canvassing, or taking orders from house
to house, or from place to place, or by telephone, or by any other means of communication for
any goods, wares, or merchandise or any article to be delivered in the future, or for services to
be performed in the future, or for making, manufacturing, or repairing any article whatsoever
for future delivery, or for subscriptions to periodicals or tickets of admission to entertainments
or memberships in any clubs.

“State” means the State of California.

"Sworn statement" means an affidavit sworn to before a person authorized to take oaths
or a declaration or certification made under penalty of perjury.

"Tax Certificate" means the business tax certificate and any other identifying decal or
marker as may be required by the Collector for purposes of this Chapter 6.04.

"Tax Certificate Holder" means the Person to whom a Tax Certificate has been issued.

"Transient business" means every business not conducted at a "fixed place of business" or
at a regular place of business, whether the person conducting such transient business is or is
not a resident of the City.

"Warehousing business" means every business conducted solely for the purpose of
maintaining or renting space for the storage of any kind of property.

"Wholesale business" means every business conducted solely for the purpose of selling
goods, wares, or merchandise in wholesale lots for resale.

(Ord. 1044 § 1 (part), 2002)

6.04.020 Revenue measure.

This chapter is enacted for the sole purpose of raising revenue for municipal purposes and
is not intended for regulation. The issuance of any Tax certificate shall not be construed as
authorizing any business to operate without first complying with all other applicable laws and
regulations.

Created: 2022-04-07 12:48:58 [EST]
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(Ord. 1044 § 1 (part), 2002)

6.04.030 Effect on other laws.

(a) Persons required to pay a Business Tax for transacting and carrying on any business under
this chapter shall not be relieved from the payment of any similar tax for the privilege of
doing such business required by any other law of the City, the County or the State and
shall remain subject to the regulatory provisions of those other laws.

(b) Any Person required to pay a Business Tax for transacting and carrying on any business
under this chapter shall not be relieved from the payment of such Business Tax,
notwithstanding that such business is not in compliance with zoning, health, safety, or
other regulatory provisions of the Code or other State or federal law. Compliance with the
provisions of this chapter shall not constitute evidence that such business is in compliance
with any other such regulations or provisions of law.

(c) Definitions used under this chapter shall apply only to the application of the provisions of
this chapter, and such definitions shall prevail in the event of inconsistencies with any
definitions in the Code or State or federal law.

(Ord. 1044 § 1 (part), 2002)

6.04.040 Required business tax payment.

(a) It shall be unlawful for any person to transact and carry on any business, trade, profession,
calling, or occupation in the City without first having paid the Business Tax, as prescribed in
this chapter or without complying with any and all applicable requirements of this chapter.

(b) This section shall not be construed to require any Person to pay a Business Tax or to
comply with any other requirement of this chapter prior to doing business within the City if
such requirements conflict with applicable statutes of the United States or of the State.

(Ord. 1044 § 1 (part), 2002)

6.04.050 Evidence of doing business.

When any Person, by the use of signs, circulars, cards, telephone books, or newspapers,
shall advertise, hold out, or represent that the Person is in business in the City, or when any
Person holds an active license or permit issued by a governmental agency indicating that the
Person is in business in the City, or when any Person makes a sale, takes an order, renders a
commercial service, or performs any other similar act within the City, and such Person fails to
deny by a sworn statement given to the Collector that the Person is not conducting a business
in the City after being requested to do so by the Collector, then such facts shall be considered
prima facie evidence that the Person is conducting a business in the City.

Created: 2022-04-07 12:48:58 [EST]
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(Ord. 1044 § 1 (part), 2002)

6.04.060 Constitutional apportionment.

(a)

None of the Business Taxes provided for by this chapter shall be so applied as to occasion
an undue burden upon interstate commerce or be violative of the Equal Protection and
Due Process Clauses of the Constitution (b) In any case where a Business Tax is believed
by a Person transacting or carrying on any business in the City to place an undue burden
upon interstate commerce or be violative of such constitutional clauses, such Person may
apply to the Collector for an adjustment of the tax. Such application may be made before
or at the time the tax is required to be paid or within six (6) months after the payment of
the prescribed Business Tax. The applicant, by sworn statement and supporting
testimony, shall show the applicant's method of business, the gross volume or estimated
gross volume of such business, and such other information as the Collector may deem
necessary in order to determine the extent, if any, of such undue burden or violation. The
Collector shall then conduct an investigation and, after having first obtained the written
approval of the City Attorney, shall fix as the Business Tax for the applicant an amount
that is reasonable and nondiscriminatory or, if the Business Tax has already been paid,
shall order a refund of the amount over and above the Business Tax so fixed. Such
investigation, fixing of the Business Tax, and order of refund shall be accomplished within
a reasonable time upon receiving the requisite information by the City. In fixing the
Business Tax, the Collector shall have the power to fix the Business Tax on any basis which
will assure that the Business Tax assessed shall be uniform with that assessed on
businesses of like nature, so long as the amount assessed does not exceed the Business
Tax prescribed by this chapter. If it is determined that no Business Tax is due, the
applicant exempt from the Business Tax shall obtain, and the Collector shall issue, a Tax
Certificate indicating such exemption from the tax.

(Ord. 1044 § 1 (part), 2002)

6.04.070 Exemptions

(a)

Nothing contained in this chapter shall be deemed or construed as applying to any person
transacting, engaging in, and carrying on any business exempt by virtue of the
Constitution or applicable statutes of the United States or of the State from payment of
taxes prescribed herein.

(b) Exemptions Requiring tax-exempt Tax Certificates. The following Persons shall be
exempted from the provisions of this chapter, except that any such Person shall be
required to obtain a tax-exempt Tax Certificate:

(1) Not-for-profit entities, as defined in this Code;
Created: 2022-04-07 12:48:58 [EST]
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(c)

(d)

(e)

(f)

(2) Banks, including national banking associations as provided by subsection 1(a) of
Section 16 of Article XIll of the State Constitution; and

(2) Insurance companies and associations as provided by Section 14 of Article XlIIl of the
State Constitution provided however that insurance brokers shall not be excluded
under this section.

Exemptions Not Requiring tax-exempt Tax Certificates. The following Persons shall be
exempted from the provisions of this chapter, and shall not be required to obtain a tax-
exempt Tax Certificate:

(1) Any delivery by a firm lacking a fixed place of business in the City, which delivery is
occasional and incidental to a business carried on outside the City provided, however,
that four (4) or more deliveries within any twelve (12) month period shall be
considered proof that any further delivery is not occasional and incidental to such
business;

(2) Any public utility or other organization which is wholly owned and operated by a
political subdivision of the State and any public district organized under the laws of
the State; and

(3) Any vehicle which is subject to the Motor Carriers of Property Permit Fee Act
(California Revenue and Taxation Code section 7231 et. al); provided, however, this
exemption shall only apply to the transportation business.

Claims for exemption. Any Person desiring to claim an exemption from the payment of a
Business Tax and to have a free tax-exempt Tax Certificate issued shall make an application
therefor upon a form prescribed by the City and shall furnish such information and make
such affidavits as may be required, on an annual basis. Upon the determination being
made that the applicant is entitled to an exemption from the payment of the Business Tax
for any reason set forth in this chapter, the City, upon the applicant complying with the
provisions of this chapter or any other law of the City which may require a permit for the
doing of the particular act proposed to be done, shall issue a free tax-exempt Tax
Certificate to such Person, which certificate shall show upon its face that the business is
exempt from the Business Tax.

Revocation of exemptions. The City may revoke any tax-exempt Tax Certificate granted
pursuant to the provisions of this chapter upon information that the business is not
entitled to the exemption as provided therein. In such revocation, the procedure to be
followed and the right of appeal shall be as provided in this chapter for the determination
of a disputed tax.

Sworn statements. The City may require the filing of a sworn statement from any person
claiming to be excluded by the provisions of the section, which statement shall set forth all
the facts upon which the exclusion is claimed.

(Ord. 1044 § 1 (part), 2002)
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6.04.080 Posting and keeping Tax Certificates — Record keeping.

(a) Any Person carrying on business at a fixed place of business in the City shall keep the Tax
Certificate posted in a conspicuous place on the premises where such business is carried
on.

(b) Every Tax Certificate holder not having a fixed place of business in the City shall keep the
Tax Certificate upon his or her person, or if required by the Collector affixed in plain view
upon any cart, vehicle, van, or other movable structure or device, at all times while
transacting or carrying on the business for which it is issued.

(c) All Persons subject to the provisions of this chapter shall keep complete records of
business transactions, including sales, receipts, purchases, and other expenditures, and
shall retain all such records for examination by the Collector. Such records shall be
maintained for a period of at least three years. No Person required to keep records under
this section shall refuse to allow authorized representatives of the Collector to examine
said records at reasonable times and places.

(Ord. 1044 & 1 (part), 2002)

6.04.090 Information confidentiality.

No statement shall be conclusive as to the matters set forth in any application filed under
the provisions of this chapter and neither the filing thereof, the assessment or payment of any
tax, nor the issuance of any Tax Certificate shall preclude the City from collecting by
appropriate action such sum as is actually due and payable. Such statement, and each of the
several items therein contained, shall be subject to audit and verification by the Finance
Director, who is hereby authorized to examine, audit, and inspect such books and records of
any Tax Certificate Holder or applicant for a Tax Certificate as may be necessary for the
judgment of the Collector to verify or ascertain the amount of Business Tax due.

(a) Itis unlawful for the Collector or any person having an administrative duty under the
provisions of this chapter to make known in any manner whatever the business affairs,
operations, or information obtained by an investigation of records and equipment of any
Person required to have a Tax Certificate, or pay a Business Tax, or any other person visited
or examined in the discharge of official duty, or the amount or source of income, profits,
losses, expenditures, or any particular thereof, set forth in any statement or application, or
copy of either, or any book containing any abstract particulars thereof to be seen or
examined by any person. Provided that nothing in this section shall be construed to
prevent:

(1) The disclosure to, or the examination of records and equipment by, another City
official, employee, or agent for collection of taxes for the sole purpose of
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(2)

(3)

(4)

(5)

(6)

(7)

administering or enforcing any provisions of this chapter, or collecting taxes imposed
hereunder;

The disclosure of information to, or the examination of records by Federal or State
officials, or the tax officials of another city or county, or city and county, if a reciprocal
arrangement exists, or to a grand jury or court of law, upon subpoena;

The disclosure of information and results of the examination of records of particular
taxpayers, or relating to particular payers, to a court of law in a proceeding brought to
determine the existence or amount of any Business Tax liability of the particular
taxpayers to the City;

The disclosure after the filing of a written request to that effect, to the taxpayer
himself, or to his successors, receivers, trustees, executors, administrators, assignees,
and guarantors, if directly interested, of information as to the items included to the
measure of any paid tax, any unpaid tax or amounts of tax required to be collected,
interest and penalties; further provided, however, that the City Attorney approves
each such disclosure and that the Collector may refuse to make any disclosure
referred to in this paragraph when in his opinion the public interest would suffer
thereby;

The disclosure of the names and addresses of persons to whom Business Tax receipts
have been issued, and the general type or nature of their business;

The disclosure by way of public meeting or otherwise of such information as may be
necessary to the City Council in order to permit it to be fully advised as the facts when
a taxpayer files a claim for refund of Business Taxes or submits an offer of
compromise with regard to a claim asserted against him by the City for Business
Taxes, or when acting upon any other matter;

The disclosure of general statistics regarding taxes collected or business done in the
City.

(Ord. 1044 § 1 (part), 2002)

6.04.100 Failure to file statements or corrected statements.

(a) If any Person fails to file any required statement within the time prescribed, or if, after
demand therefor made by the Collector, such Person fails to file a corrected statement, or
if any Person subject to the tax imposed by this chapter fails to submit the information
required by the Collector necessary to determine the Business Tax due and payable, or if
the Collector is not satisfied with the information supplied and the statement filed, the
Collector may determine the amount of the Business Tax due from such Person by means
of such information as he may be able to obtain.

(b) If such a determination is made, the Collector shall give notice of the amount so assessed
by serving such notice electronically, personally, or by depositing it in the United States
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Post Office, postage prepaid, addressed to the Person so assessed at his last known
address.

(c) Assessments so established shall be paid within fifteen (15) days after the mailing of such
notice, subject to the provisions of section 6.04.180 of this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.110 Amount of business tax debt to the city.

The amount of any Business Tax imposed by this chapter shall be deemed a debt to the
City, and any Person carrying on any trade, calling, profession or occupation mentioned in this
chapter without having a Tax Certificate from the City shall be liable to an action in the name of
the City in any court of competent jurisdiction for the amount of the Business Tax by this
chapter imposed on such trade, calling, profession, or occupation.

(Ord. 1044 § 1 (part), 2002)

6.04.120 Effect of convictions.

The conviction and punishment of any Person for transacting any trade, calling, profession,
or occupation without a tax shall not excuse or exempt such person from the payment of any
Business Tax due or unpaid at the time of such conviction, and nothing in this chapter shall
prevent a criminal prosecution for any violation of the provisions of this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.130 Duty of City to issue business tax certificates.

(a) It shall be the duty of the City to prepare and issue a Tax Certificate pursuant to the
provisions of this chapter for every person liable to pay a Business Tax and to state in each
Tax Certificate the period of time covered thereby; the name of the person or business to
whom issued; the business classification to which the Tax Certificate is issued; the trade,
calling, profession, or occupation to which the license certificate is issued and the location
or place of business where such trade, calling, profession, or occupation is to be carried

(b) No Tax Certificate granted or issued under any provision of this chapter shall be in any
manner transferred or assigned, nor shall such Tax Certificate authorize any Person, other
than is therein mentioned or named, to not pay a Business Tax.

(c) The City may make a charge of Ten ($10.00) Dollars for each duplicate Tax Certificate
issued to replace any Tax Certificate issued under the provisions of this chapter that has
been lost or destroyed. In no case shall any mistake made by the City in stating the
amount of a Business Tax prevent or prejudice the collection by the City of what shall be
due from any Person carrying on a trade, calling, profession, or occupation subject to
Business Tax under this chapter.
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(Ord. 1044 § 1 (part), 2002)

6.04.140 Business taxes payable at City offices.

All Business Taxes shall be paid in advance in lawful money of the United States to the City
of Tracy, in a manner prescribed by the Collector.

(Ord. 1044 & 1 (part), 2002)

6.04.150 Separate business tax certificate required—Warehouses excepted.

A separate Tax Certificate shall be obtained for each branch establishment or location.
Warehouses and distributing establishments used in connection with and incidental to a
Business Taxed under the provisions of this chapter shall not be deemed to be separate places
of business or branch establishments.

(Ord. 1044 & 1 (part), 2002)

6.04.160 Business tax certificate period.

No Tax Certificate shall be issued for a period of more than twelve (12) months of the
City’s fiscal year beginning July 1 and ending June 30. Any application for a Tax Certificate
received by the City mid-fiscal year will use a prospective estimate of how much the applicant
would pay had they applied at the beginning of the Tax Certificate period.

(Ord. 1044 § 1 (part), 2002)

6.04.170 Business taxes—Payment, delinquencies, and penalties.

(a) All Business Taxes shall be due on the first day of July and delinquent at 5:00 p.m. on the
last day of July.

(b) For failure to pay a Business Tax when due, the Collector shall add a penalty of ten (10%)
percent of such Business Tax on the first day of delinquency and shall add a further penalty
of ten (10%) percent of such Business Tax on the first day of every subsequent calendar
month following such first day of delinquency provided the amount of such penalties to be
added shall in no event exceed fifty (50%) percent of the Business Tax due. The penalties
provided in this subsection shall be assessed from the date when such deficiency was
required to be paid pursuant to the provisions of this chapter.

(Ord. 1044 § 1 (part), 2002)
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6.04.180 Application - Initial.

(a)

(b)

(c)

Upon a Person making an application for the first business Tax Certificate for a newly
established or acquired business, such Person shall furnish to the Collector a statement,
upon a form provided by the Collector; setting forth the following information:

(1) The exact nature or kind of business;

(2) The place where such business is to be carried on, and if the same is not to be carried
on at any permanent place of business, the places of residence of the owners of same;

(3) Inall cases where the amount of tax to be paid is measured by gross receipts, the
application shall set forth such information as may be therein required and as may be
necessary to determine the amount of the tax to be paid by the applicant;

(4) Any further information which the Collector may require.

If the amount of the tax to be paid by the applicant is measured by gross receipts, he or
she shall estimate the gross receipts for the period covered. Such estimate, if accepted by
the Collector as reasonable, shall be used in determining the amount of tax to be paid by
the applicant; provided, however, the amount of the tax so determined shall be tentative
only, and such person shall, within 60 days after the expiration of the period covered,
furnish the Collector with a statement, upon a form prescribed by the Collector, showing
the applicant’s actual gross receipts during the period covered, and the tax for such period
shall be finally ascertained and paid in the manner provided by this chapter for the
ascertaining and paying of such taxes, after deducting from the payment found to be due
the amounts initially paid.

In all cases, the applicant shall, upon filing his or her application, pay no less than the
prescribed minimum tax in advance, without being prorated, to cover the remaining
portion of the current reporting period.

(d) The Collector shall not issue to any such person another business Tax Certificate for the

same or any other business until such Person shall have furnished to him or her a
statement and paid the tax as herein required.

(Ord. 1044 § 1 (part), 2002)

6.04.190 Application - Renewal.

In all cases, the applicant for the renewal of a Business Tax Certificate shall submit to

the Collector for his or her guidance in ascertaining the amount of the tax to be paid by the
applicant, a statement, upon a form prescribed by the Collector, setting forth such information
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concerning the applicant’s business during the preceding year as may be required by the
Collector to enable him or her to ascertain the amount of the tax to be paid by said applicant
pursuant to the provisions of this chapter. (Ord. 1044 § 1 (part), 2002)

6.04.200 Extensions of filing dates—Interest charges.

The Collector shall have the power, for good cause, to extend the time for filing any
required sworn statement for a period not exceeding sixty (60) days and in such case to waive
any penalty that would have otherwise accrued, except that twelve (12%) percent simple
interest shall be added to any tax determined to be payable.

(Ord. 1044 § 1 (part), 2002)

6.04.210 Refunds.

No refund of an overpayment of a Business Tax imposed by this chapter shall be allowed in
whole or in part unless a claim for a refund is filed with the Collector within a period of one (1)
years after the last day of the calendar month following the period for which the overpayment
was made, and all such claims for refunds shall be filed with the Collector on forms the
Collector furnishes in the manner prescribed by the Collector. Upon the filing of such a claim
and when the Collector determines, in a reasonable time, that an overpayment has been made,
the Collector may refund the amount overpaid.

(Ord. 1044 § 1 (part), 2002)

6.04.220 Determinations of business classifications an administrative function.

The final determination of which business or class of business a Tax Certificate Holder or
applicant for a Tax Certificate is engaged in, or about to engage in, shall be an administrative
function of the City.

(Ord. 1044 & 1 (part), 2002)

6.04.230 Applications for changes of business classifications.

(a) In any case, where a Tax Certificate Holder or an applicant for a Tax Certificate believes that
his or her business is not assigned to the proper classification under this chapter because of
circumstances peculiar to it, as distinguished from other businesses of the same kind, he or
she may apply to the Collector for reclassification. Such application shall contain such
information as the Collector may deem necessary and require in order to determine
whether the applicant’s individual business is properly classified. The Collector shall then
conduct an investigation following which he or she shall assign the applicant’s individual
business to the classification shown to be proper on the basis of such investigation. The
proper classification is that classification which, in the opinion of the Collector, most nearly
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fits the applicant’s business. The reclassification shall not be retroactive but shall apply at
the time of the next regularly ensuing calculation of the applicant’s tax. No business shall be
classified more than once a year.

(b) The Collector shall notify the applicant of the action taken on the application for
reclassification. Such notice shall be given by serving it personally or by depositing it in the
United States Post Office postage prepaid, addressed to the applicant at his or her last
known address. Such applicant may, within 10 working days after the mailing or serving of
such notices, make a written request to the Collector for a appeal hearing on the
application’s reclassification. If such a request is made within the time prescribed, the
Collector shall cause the matter to be set for hearing before the City Council within 15 days.
The Collector shall give the applicant at least 10 days’ notice of the time and place of the
hearing in the manner prescribed under section 1.12.020 for serving notice of the action
taken on the application for reclassification. The City Council shall consider all evidence
adduced and shall adopt a resolution reflecting its decision. The decision of the City Council
shall be final.

(Ord. 1044 § 1 (part), 2002)

6.04.240 Appeals on decisions of business classifications.

Any applicant or Tax Certificate Holder aggrieved by the business classification decision of
the City shall have the right of appeal to an impartial Hearing Officer as outlined by section
1.12.030 of the Code. Such appeal shall be taken by filing with the City Clerk, within fifteen (15)
days after the notice of the decision of the City, a written statement setting forth the grounds
for the appeal. The City Clerk shall set a time and place for a hearing on such appeal within
thirty (30) days after the receipt of the appeal. Notwithstanding chapter 1.12 of the Code, the
decisions and orders of the Hearing Officer shall be final and conclusive.

(Ord. 1111 & 4 Exh. A (part), 2007: Ord. 1044 § 1 (part), 2002)

6.04.250 Rules and regulations.

The City Manager may promulgate such rules and regulations, not inconsistent with the
provisions of this chapter, as may be necessary or desirable to aid in the enforcement of the
provisions of this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.260 Referrals to other agencies—Prepayment of taxes.

(a) Referrals to other agencies. The Collector may refer to any governmental agency any
statement and all other information submitted by persons subject to the provisions of this
chapter in connection with the conduct of a business regulated or supervised or otherwise
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the concern of any such agency, including agencies concerned with health regulations,
zoning conformance, fire safety, police considerations, or any other safeguard of the public
interest. (b) Prepayment of taxes. The Collector may advise any person filing a statement in
connection with the payment of a Business Tax for a new or other business not actually in
operation that such person may desire to defer the payment of the Business Tax until the
person has obtained whatever approval may be required in order to transact and carry on
the business until such business is actually in operation. If any person does, however, pay
the Business Tax in advance of the commencement of the operation of the business, but
does not operate the business because City or other governmental agency did not grant an
approval which is required by regulation or law in order for such business to be transacted
and carried on, then the Business Tax shall be refunded in full, after the person has
informed Collector in a timely manner, to the person having paid such tax minus the
application fee as set by resolution of the City Council and revised from time to time.

(Ord. 1044 § 1 (part), 2002)

6.04.270 Enforcement.

(a) It shall be the duty of the Collector to enforce each and all of the provisions of this chapter,
and the various City departments shall render such assistance in the enforcement as may
from time to time be required by the Collector, City Manager, or City Council.

(b) The Collector, in the exercise of the duties imposed upon the Collector shall examine, or
cause to be examined, all places of business in the City to ascertain whether the provisions
of this chapter have been complied with.

(c) The Collector, and each designee, and any police officer or duly authorized inspector, shall
have the power and authority to enter free of charge at any reasonable time any place of
business or to question any person, which business or person is, or there is reasonable
cause to believe such business or person may be, subject to the provision of this chapter,
and demand an exhibition of proof of Business Tax payment.

(d) The Collector's designees who have satisfactorily completed a certified course in "Powers
of Arrest" may thereafter exercise the powers of arrest as specified in Section 836.5 of the
California Penal Code on any person who has committed a misdemeanor or infraction in
their presence which is a violation of the provisions of this chapter.

(Ord. 1044 & 1 (part), 2002)

6.04.280 Remedies cumulative.

All remedies prescribed in this chapter shall be cumulative, and the use of one or more
remedies by the City shall not bar the use of any other remedy for the purpose of enforcing the
provisions of this chapter.

(Ord. 1044 § 1 (part), 2002)
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6.04.290 Severability.

If any section, subsection, sentence, clause, phrase, or portion of this chapter is for any
reason held to be invalid or unconstitutional by the decision of any court of competent
jurisdiction, such decision shall not affect the validity of the remaining portions of this chapter.
The City Council hereby declares that it would have adopted this chapter, and each section,
subsection, clause, phrase, or portion thereof, irrespective of the fact that any one or more
sections, subsections, clauses, phrases, or portions be declared invalid or unconstitutional.

(Ord. 1044 § 1 (part), 2002)

6.04.300 Violations—Penalties.

Any person violating any of the provisions of this chapter or knowingly or intentionally
misrepresenting to any officer or employee of the City any material fact in procuring, or
attempting to procure, the Business Tax certificate provided for in this chapter shall be deemed
guilty of an infraction.

(Ord. 1044 & 1 (part), 2002)

Article 2. Taxes

6.04.310 Determination of tax due based on gross receipts plus annual registration tax.

(a) Every person who engages in business at a fixed place of business within the City shall
pay a Business Tax based upon gross receipts at the specified rates, for the following
categories and classifications:

(1) CATEGORY 1: General retail, wholesale, restaurants, hotels, tour operators, and
manufacturing ($1.00 per thousand gross receipts, $125.00 minimum annual tax):

(A) Any establishment or business that conducts retail (the sale of goods to ultimate
consumers, usually in small quantities), or wholesale (the sale of goods in
guantity, as to retailers or jobbers, for resale), or restaurant (an establishment
where meals, prepared food, and/or beverages are served to customers).

(B) “Manufacturing” includes every person conducting or carrying on a business
consisting of manufacturing, packing, or processing any goods, wares,
merchandise, or commodities at a fixed place of business within the City or
conducting or carrying on a business of cold storage or refrigeration.
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(C) “Tour operator” means a business that provides tours in the City for
compensation.

(2) CATEGORY 2: Rental units (commercial and residential) ($2.00 per thousand of gross
receipts, $125.00 minimum annual tax):

(A) Any business, individual, or entity that leases, rents, or otherwise provides
property to another individual or entity for compensation.

(3) CATEGORY 3: Service and professionals ($3.00 per thousand of gross receipts,
$125.00 minimum annual tax):

(A) “Services” means any professional services, as that term is ordinarily and
commonly used and understood, wherein individuals are engaged in the
business of offering to the public professional or semiprofessional services for
compensation, and not specifically covered under any other part, chapter, or
section of this chapter, and shall include those professions that may require
governmental certification or licensure, but not be limited to the services
rendered by a person engaged in the practice or profession such as hairstylist,
beautician or cosmetologist, aesthetician, or art instructor.

(B) “Professional services” means any professional services, as that term is ordinarily
and commonly used and understood, wherein individuals are engaged in the
business of offering to the public professional or semiprofessional services for
compensation, and not specifically covered under any other part, chapter or
section of this chapter, and shall include those professions generally requiring
governmental certification or a professional degree, but not be limited to the
services rendered by a person engaged in the practice or profession of law,
medicine, surgery, dentistry, ophthalmologist, optometry, chiropractic,
osteopathy, chiropody, dental technician, laboratory technician, physical
therapist, mortician, undertaker, psychologist, psychotherapy, radiologist,
speech therapist, veterinary, licensed financial planner, licensed investment
counselor, real estate agent, real estate broker, stock/bond or security agent or
broker, civil, mechanical, electrical, industrial, or other class of engineer,
surveyor, geologist, appraiser, architect, accountant, real estate management,
property management, income tax preparers, bookkeepers, income tax
consultants, developer, or marriage counselors.

(4) CATEGORY 4: Contractors ($2.00 per thousand of gross receipts, $125.00 minimum
annual tax):
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(A) Contractors: every person, firm, or corporation conducting, managing, or
carrying on the business of contractor, subcontractor, or builder; or engaging in
the construction or repair of any buildings; or engaged in any engineering,
construction, operating, or advertising as such, or representing himself as such,
and regularly employing help for building construction, sewer construction,
plumbing construction or general construction.

(5) CATEGORY 5: Catch-all provision: If there are no gross receipts, as defined in section
6.04.010, then the business shall be deemed to produce gross receipts in an amount
at least equal to the cost of maintaining such operations. Such cost of operations
shall include, but not be limited to, rent and/or depreciation, salaries and wages,
fixed charges, and other expenses.
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ATTACHMENT B

Title 6 - BUSINESSES, PROFESSIONS AND TRADES
Chapter 6.04 BUSINESS TAXES

Chapter 6.04 BUSINESS TAXES

Sections:

6.04.010 DEFINITIONS.

6.04.020 REVENUE MEASURE.

6.04.030 EFFECT ON OTHER LAWS.

6.04.040 BUSINESS TAX PAYMENTS REQUIRED.
6.04.050 EVIDENCE OF DOING BUSINESS.
6.04.060 CONSTITUTIONAL APPORTIONMENT.

6.04.070 EXEMPTIONS.

6.04.080 POSTING AND KEEPING HEENSETAX CERTIFICATES.

6.04.090 CONFIDENTIALITY AND EXAMINATION.

6.04.100 FAILURE TO FILE STATEMENTS OR CORRECTED STATEMENTS.

6.04.110 AMOUNT OF BUSINESS TAX DEBT TO CITY.

6.04.120 EFFECT OF CONVICTIONS.

6.04.130 DUTY OF CITY TO ISSUE HHCENSE-TAX CERTIFICATES.

6.04.140 BUSINESS TAXES PAYABLE AT CITY OFFICES.

6.04.150 SEPARATE HICENSESTAXES REQUIRED—WAREHOUSES EXCEPTED.
6.04.160 HICENSETAX CERTIFICATE PERIOD.

6.04.170 BUSINESS TAXES—PAYMENT, DELINQUENCIES, AND PENALTIES.
6.04.180 TAXPAYER INFORMATION REQUIRED.

6.04.190 SUBSEQUENT TAX PAYMENTS.

6.04.200 EXTENSIONS OF FILING DATES—INTEREST CHARGES.

6.04.210 REFUNDS.

6.04.220 DETERMINATIONS OF BUSINESS CLASSIFICATIONS AN ADMINISTRATIVE FUNCTION.
6.04.230 APPLICATIONS FOR CHANGES OF BUSINESS CLASSIFICATIONS.
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6.04.250 RULES AND REGULATIONS.
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Title 6 - BUSINESSES, PROFESSIONS AND TRADES
Chapter 6.04 BUSINESS TAXES

6.04.270 ENFORCEMENT.

6.04.280 REMEDIES CUMULATIVE.
6.04.290 SEVERABILITY.

6.04.300 VIOLATIONS—PENALTIES.

6.04.310 DETERMINATION OF TAX DUE BASED ON GROSS RECEIPTS PLUS ANNUAL
REGISTRATION TAXBUSINESS TAXPER-AVERAGE-NUMBER-OFEMPLOYEES.

Article 1. General Provisions

6.04.010 Definitions.

For the purposes of this chapter, unless otherwise apparent from the context, certain
words and phrases used in this chapter are defined as follows:

"Ave
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"Business" means and includes full-time or part-time professional services and retail,
wholesale, manufacturing, or other occupations, trades, or callings of any kind, whether or not
carried on for profit or livelihood.

"Business tax" means the business leense-activity tax.

"City" means the City of Tracy, a municipal corporation of the State of California, in its
present incorporated form or in any later reorganized, consolidated, enlarged, or
reincorporated form.

“Code” means the Tracy Municipal Code, as amended from time to time.

"Collector" means the Finance ManagerDirector of the City or other City-officerofficers,or
employee-employees—designees charged by the Gity-Finance ManagerDirector or City Manager

of the City, as the case may be, with the administration of the provisions of this chapter.

“County” means the County of San Joaquin.

“Constitution” means the United States Constitution or the California Constitution, as the
case may be.

"Employee" means all persons engaged in the operation or conduct of any business,
whether as as member of the owner's family, agent, manager, solicitor, and any-and-alall other
persons employed or working in said business including, without limitations of the foregoing, all
individuals who derive all or part of their income from commissioned sales. For purposes of
computing tax based on employees, the average number of employees per year, as defined in
this section, will be used.

"Fixed place of business" means premises in the City where a business is conducted from
day to day and regularly kept open for the purposes of such business, also referred to as
"regular place of business."

“Gross Receipts” means the total amount of the sale price of all sales, and/or the total
amount charged or received for the performance of any act or service or employment, of
whatever nature it may be, for which a charge is made or credit allowed, whether or not such
act, service or employment is done as a part of or in connection with the sale of materials,
goods, wares or merchandise, and when such act, service or employment occurs as a result of
any activity within the City. Included in “gross receipts” shall be all receipts, cash, credits and
property of any kind or nature, except as excluded in this subsection, without any deduction
therefrom on account of the cost of the property sold, the cost of the materials used, labor or
service costs, interest paid or payable, or losses or other expenses whatsoever as shown by
either the Federal or State income tax return required to be filed by such person.

Excluded from “gross receipts” shall be:
(a) Cash discounts allowed and taken on sales;
(b) Credit allowed on property accepted as part of the purchase price and which property
may later be sold;
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(c) Any tax required by law to be included in or added to the purchase price and collected
from the consumer or purchaser;

(d) Such part of the sale price of property returned by purchasers upon rescission of the
contract of sale as is refunded either in cash or by credit;

(e) Amounts collected for others where the business is acting as an agent or trustee to the
extent that such amounts are paid to those whom collected;

(f)_The amount of each single sale to a single customer in excess of fifty thousand dollars
(550,000.00) where the gross profits derived therefrom does not exceed one percent
(1%) of the sale price; and

(g) The amount of gross receipts which has been the measure of a license tax paid to any

other City.

“Hearing officer” means an impartial person designated by the City Manager, as defined
in Chapter 1.12 of the Tracy Municipal Cis-Code.

LU H o+ n

"Manufacturing" means making materials, raw or partly finished, into wares suitable for
use by persons other than the manufacturer, including, but not limited to, fabrication,
processing, packing, bottling, assembling, canning, compounding, and forging.

"Not-for-profitrprefit erganizationentities" means any organization that qualifies under
Section 501, subsection (c) (3) of the United States Internal Revenue Code or equivalent federal

statute.; ereguivalentstate stotute: group-of persensorganized-asan-asseciationcooperative;

"Peddler" means any person who goes from house to house or from place to place orin or
along the streets of the City selling and making an immediate delivery, or offering for sale and
immediate delivery, anything of value in his possession to persons other than dealers in such
commodities.

"Person" means any individual, firm, company, partnership, limited liability partnership,
joint venture, association, proprietorship, social club, fraternal organization, joint stock
company, domestic or foreign corporation, limited liability corporation, estate, trust, business
trust, receiver, trustee, trustee in bankruptcy, administrator, executor, assignee, syndicate, or
any other group or combination acting as a unit, whether mutual, cooperative, fraternal,
nonprofit or otherwise, excepting: the United States of America, the State of California, and any
political subdivision of either thereof upon which the City is without power to impose the tax
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"Solicitor" means a person engaged in soliciting, canvassing, or taking orders from house
to house, or from place to place, or by telephone, or by any other means of communication for
any goods, wares, or merchandise or any article to be delivered in the future, or for services to
be performed in the future, or for making, manufacturing, or repairing any article whatsoever
for future delivery, or for fer-subscriptions to periodicals or tickets of admission to
entertainments or memberships in any clubs.

“State” means the State of California.

"Sworn statement" means an affidavit sworn to before a person authorized to take oaths
or a declaration or certification made under penalty of perjury.

"Tax Certificate" means the business tax certificate and any other identifying decal or
marker as may be required by the Collector for purposes of this Chapter 6.04.

"Tax Certificate Holder" means the Person to whom a Tax Certificate has been issued.

"Transient business" means every business not conducted at a "fixed place of business" or
at a regular place of business, whether the person conducting such transient business is or is
not a resident of the City.

"Warehousing business" means every business conducted solely for the purpose of

maintaining or renting space for the storage of any kind of property,-exceptfrozenfood
ocilitios.

"Wholesale business" means every business conducted solely for the purpose of selling
goods, wares, or merchandise in wholesale lots for resale.

(Ord. 1044 § 1 (part), 2002)

6.04.020 Revenue measure.

This chapter is enacted for the sole purpose of raising revenue for municipal purposes and

is not mtended for regulatlon —pmwded%ewever—thapa%ense—ee#ﬁﬁeate—sha#net—be—ssue—#

; atien- The issuance
of sueh— any Tax heeﬂse—certlflcate shall not be construed as authorlzmg any busmess to operate
without first complying with all other applicable laws and regulations.

(Ord. 1044 § 1 (part), 2002)
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6.04.030 Effect on other laws.

(a) Persons required to pay a businesstaxBusiness Tax for transacting and carrying on any
business under this chapter shall not be relieved from the payment of any busiress-similar
tax taxBusinessTFax-for the privilege of doing such business required by any other law of
the City, the County or the State- and shall remain subject to the regulatory provisions of
those other laws.

(b) Any Pperson required to pay a busiress-taxBusiness Tax for transacting and carrying on any
business under this chapter shall not be relieved from the payment of such business
faxBusiness Tax, notwithstanding that such business is not in compliance with zoning,
health, safety, or other regulatory provisions of the Code or other State or federal law.
Compliance with the provisions of this chapter shall not constitute evidence that such
business is in compliance with any other such regulations or provisions of law.

(Ord. 1044 § 1 (part), 2002)

6.04.040 Business-tax-paymentsreguiredRequired business tax payment.

(a) here-are-hereby-imposed-upen-the-businesse Fees—profession

chapter-It shall be unlawful for any person to transact and carry on any business, trade,
profession, calling, or occupation in the City without first having paid the tBusiness Tax, as
prescribed in this chapter or without complying with any and all applicable requirements

and-etherprevisions-of this chapter.

(b) This section shall not be construed to require any Pperson to pay a busiress-taxBusiness
Tax or to comply with any other requirement of this chapter prior to doing business within
the City if such requirements conflict with applicable statutes of the United States or of the
State.

(Ord. 1044 § 1 (part), 2002)

6.04.050 Evidence of doing business.

When any Pperson, by the use of signs, circulars, cards, telephone books, or newspapers,
shall advertise, hold out, or represent that the Pperson is in business in the City, or when any
Pperson holds an active license or permit issued by a governmental agency indicating that the
Pperson is in business in the City, or when any Pperson makes a sale, takes an order, renders a
commercial service, or performs any other similar act within the City, and such Pperson fails to
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deny by a sworn statement given to the Collector that the Pperson is not conducting a business
in the City after being requested to do so by the Collector, then such facts shall be considered
prima facie evidence that the Pperson is conducting a business in the City.

(Ord. 1044 § 1 (part), 2002)

6.04.060 Constitutional apportionment.

(@) __None of the businesstaxBusiness Taxes provided for by this chapter shall be so applied as
to occasion an undue burden upon interstate commerce or be violative of the Eequal
Pprotection and Ddue Pprocess Celauses of the Constitution s-efthe-United-States-and-the
State:

(b) In any case where a businesstaxBusiness Tax is believed by a Pperson transacting or
carrying on any business in the City to place an undue burden upon interstate commerce
or be violative of such constitutional clauses, he-such Person may apply to the Collector
for an adjustment of the tax. Such application may be made before or at the time the tax
is required to be paid or within six (6) months after the payment of the prescribed
business-taxBusiness Tax. The applicant, by sworn statement and supporting testimony,
shall show the applicant's method of business, ard-the gross volume or estimated gross
volume of such business, and such other information as the €eleeterCollector may deem
necessary in order to determine the extent, if any, of such undue burden or violation. The
ColeetorCollector shall then conduct an investigation and, after having first obtained the
written approval of the City Attorney, shall fix as the busiresstaxBusiness Tax for the
applicant an amount that is reasonable and nondiscriminatory or, if the business
taxBusiness Tax has already been paid, shall order a refund of the amount over and above
the business-taxBusiness Tax so fixed. Such investigation, fixing of the business
taxBusiness Tax, and order of refund shall be accomplished-retaterthan-one-week-after
the-date-the-application-isreceived within a reasonable time upon receiving the requisite
information by-by the City. In fixing the businesstaxBusiness Tax, the Collector shall have
the power to fix the businesstaxBusiness Tax on any basis which will assure that the
businesstaxBusiness Tax assessed shall be uniform with that assessed on businesses of
like nature, so long as the amount assessed does not exceed the busiresstaxBusiness Tax
prescribed by this chapter. If it is determined that no businesstaxBusiness Tax is due, the
applicant exempt from the businesstaxBusiness Tax shall obtain, and the Collector shall
issue, a License—certificateTax Certificate indicating such exemption from the tax.

(Ord. 1044 § 1 (part), 2002)

6.04.070 Exemptions -

(a) Nothing contained in this chapter shall be deemed or construed as applying to any person
transacting, engaging in, and carrying on any business exempt by virtue of the
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(b)

Constitution or applicable statutes of the United States or of the State from payment of
taxes prescribed herein.

Exemptions Requiring tax-exempt Tax Certificates. The following Persons shall be

(c)

exempted from the provisions of this chapter, except that any such Person shall be -the

payment-ofa-businesstaxBusinessTax-but-shat-be-required to obtain a tax-exempttax-
exempt Heense-certificateTax Certificate:

(2) Banks, including national banking associations as provided by subsection 1(a) of

Section 16 of Article Xlll of the State Constitution; and

(2) Insurance companies and associations as provided by Section 14 of Article Xl of the
State Constitution provided however that insurance brokers shall not be excluded
under this section.

Exemptions Not Requiring tax-exempt Tax Certificates. The following Persons shall be

exempted from the provisions of this chapter, and shall not be required to obtain a tax-
exempt Tax Certificate:

(1) Any delivery by a firm lacking a fixed place of business in the City, which delivery is
occasional and incidental to a business carried on outside the City provided, however,
that four (4) or more deliveries within any twelve (12) month period shall be
considered proof that any further delivery is not occasional and incidental to such
business;

(2) Any public utility or other organization which is wholly owned and operated by a
political subdivision of the State and any public district organized under the laws of
the State; and
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(3) _Any vehicle which is subject to the Highway-Carriers Uniform-BusinessLicense
FaxMotor Carriers of Property Permit Fee Act (California Revenue and Taxation Code
section 7231 et. al); provided, however, this exemption shall only apply to the
transportation business.

(db) Claims for exemption. Any Pperson desiring to claim an exemption from the payment of a
businesstaxBusiness Tax and to have a free tax-exempttax-exempt license- Tax eCertificate
issued shall make an application therefor upon a form prescribed by the City and shall
furnish such information and make such affidavits as may be required, on an annual basis.
Upon the determination being made that the applicant is entitled to an exemption from
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the payment of the busiresstaxBusiness Tax for any reason set forth in this chapter, the
City, upon the applicant complying with the provisions of this chapter or any other law of
the City which may require a permit for the doing of the particular act proposed to be
done, shall issue a free taxtax-exempt Heense-Tax Ceertificate to such Pperson, which
ticense-certificate shall show upon its face that the business is exempt from the business
taxBusiness Tax.

(e€) Revocation of exemptions. The City may revoke any tax-exempttax-exempt Tax Clicense
eertificate granted pursuant to the provisions of this chapter upon information that the
business is not entitled to the exemption as provided therein. In such revocation, the
procedure to be followed and the right of appeal shall be as provided in this article-chapter
for the determination of a disputed tax.

(fe) Sworn statements. The City may require the filing of a sworn statement from any person
claiming to be excluded by the provisions of the section, which statement shall set forth all
the facts upon which the exclusion is claimed.

(Ord. 1044 § 1 (part), 2002)
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6.04.080 Posting and keeping license-Ttax Ceertificates — Record keeping.

(a) Any business-Person carrying on business at a fixed place of business in the City shall keep
the license—certificateTax Certificate posted in a conspicuous place #-on the premises
where such business is carried on.

(b) Every license-certificateTax Certificate holder not having a fixed place of business in the
City shall keep the license-certificateTax Certificate upon his or her person, or if required
by the Collector affixed in plain view upon any cart, vehicle, van, or other movable
structure or device, at all times while transacting or carrying on the business for which it is
issued.

(c) All Ppersons subject to the provisions of this chapter shall keep complete records of
business transactions, including sales, receipts, purchases, and other expenditures, and
shall retain all such records for examination by the Collector. Such records shall be
maintained for a period of at least three years. No Pperson required to keep records under
this section shall refuse to allow authorized representatives of the Collector to examine
said records at reasonable times and places.

(Ord. 1044 § 1 (part), 2002)

6.04.090 Confidentiality-and-examinatienlnformation confidentiality.
Statements-notconclusive-butconfidential-No statement shall be conclusive as to the

matters set forth in any application filed under the provisions of this chapter and neither the
filing thereof, the assessment or payment of any tax, nor the issuance of any license
certificateTax Certificate shall preclude the City from collecting by appropriate action such sum
as is actually due and payable. Such statement,; and each of the several items therein
contained, shall be subject to audit and verification by the Finance ManagerDirector, erhis-duly
autherized-deputies;-who are-is hereby authorized to examine, audit, and inspect such books
and records of any license-Ttax Ceertificate Hholder or applicant for a iecense-certificateTax
Certificate as may be necessary in-for the judgment of the Finrance-ManagerCollector to verify
or ascertain the amount of business-taxBusiness Tax due.

(a) It is unlawful for the Collector or any person having an administrative duty under the
provisions of this chapter to make known in any manner whatever the business affairs,
operations, or information obtained by an investigation of records and equipment of any
Pperson required to have a license-certificateTax Certificate, or pay a businesstaxBusiness
Tax, or any other person visited or examined in the discharge of official duty, or the
amount or source of income, profits, losses, expenditures, or any particular thereof, set
forth in any statement or application, or copy of either, or any book containing any
abstract particulars thereof to be seen or examined by any person. Provided that nothing
in this section shall be construed to prevent:
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(1a) The disclosure to, or the examination of records and equipment by, another City
official, employee, or agent for collection of taxes for the sole purpose of
administering or enforcing any provisions of this chapter, or collecting taxes imposed
hereunder;

(2b) The disclosure of information to, or the examination of records by Federal or State
officials, or the tax officials of another city or county, or city and county, if a reciprocal
arrangement exists, or to a grand jury or court of law, upon subpoena;

(3€) The disclosure of information and results of the examination of records of particular
taxpayers, or relating to particular payers, to a court of law in a proceeding brought to
determine the existence or amount of any busiress-taxBusiness Tax liability of the
particular taxpayers to the City;

(4d) The disclosure after the filing of a written request to that effect, to the taxpayer
himself, or to his successors, receivers, trustees, executors, administrators, assignees,
and guarantors, if directly interested, of information as to the items included to the
measure of any paid tax, any unpaid tax or amounts of tax required to be collected,
interest and penalties; further provided, however, that the City Attorney approves
each such disclosure and that the Collector may refuse to make any disclosure
referred to in this paragraph when in his opinion the public interest would suffer
thereby;

(5e) The disclosure of the names and addresses of persons to whom businesstaxBusiness
Tax receipts have been issued, and the general type or nature of their business;

(6f) The disclosure by way of public meeting or otherwise of such information as may be
necessary to the City Council in order to permit it to be fully advised as the facts when
a taxpayer files a claim for refund of businesstaxBusiness Taxes; or submits an offer
of compromise with regard to a claim asserted against him by the City for business
taxBusiness Taxes, or when acting upon any other matter;

(7g) The disclosure of general statistics regarding taxes collected or business done in the
City.

(Ord. 1044 § 1 (part), 2002)

6.04.100 Failure to file statements or corrected statements.

(a)__If any Pperson fails to file any required statement within the time prescribed, or if, after
demand therefor made by the Collector, such Pperson fails to file a corrected statement,
or if any Pperson subject to the tax imposed by this chapter fails to submit the
information required by the Collector necessary to determine the businesstaxBusiness
Tax due and payable, or if the Collector is not satisfied with the information supplied and
the statement filed, the Collector may determine the amount of the businesstaxBusiness
Tax due from such Pperson by means of such information as he may be able to obtain.
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(b) _If such a determination is made, the Collector shall give a-notice of the amount so
assessed by serving such notice electronically, personally, or by depositing it in the United
States Post Office-atFraey-Catifernia, postage prepaid, addressed to the Pperson so
assessed at his last known address.

(c) Assessments so established shall be paid within fifteen (15) days after the mailing of such
notice, subject to the provisions of section 6.04.180 of this articlechapter.

(Ord. 1044 § 1 (part), 2002)

6.04.110 Amount of business tax debt to the city.

The amount of any busiress-taxBusiness Tax imposed by this chapter shall be deemed a
debt to the City, and any Pperson carrying on any trade, calling, profession; or occupation
mentioned in this chapter without having a lieense-certiticateTax Certificate from the City shall
be liable to an action in the name of the City in any court of competent jurisdiction for the
amount of the businesstaxBusiness Tax by this chapter imposed on such trade, calling,
profession, or occupation.

(Ord. 1044 § 1 (part), 2002)

6.04.120 Effect of convictions.

The conviction and punishment of any Pperson for transacting any trade, calling,
profession,; or occupation without a lieense-tax shall not excuse or exempt such person from
the payment of any business-taxBusiness Tax due or unpaid at the time of such conviction, and
nothing in this chapter shall prevent a criminal prosecution for any violation of the provisions of
this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.130 Duty of City to issue license-business tax certificates.

(a) It shall be the duty of the City to prepare and issue a Hieense-certificateTax Certificate
pursuant to the provisions of this chapter for every person liable to pay a business
taxBusiness Tax and to state in each license-certificateTax Certificate the period of time
covered thereby; the name of the person or business to whom issued; the business
classification to which the license-certificateTax Certificate is issued; the trade, calling,
profession, or occupation to which the license certificate is issued -the-rumberofthe
section-ofthischapterunderwhich-such-license-certificate-isissued:-and the location or

place of business where such trade, calling, profession, or occupation is to be carried-en-

(b) No license—certificateTax Certificate granted or issued under any provision of this chapter
shall be in any manner transferred or assigned, nor shall such license-certificateTax
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Certificate authorize any Pperson, other than is therein mentioned or named, to not pay a

(c) The City shal-may make a charge of Five-Ten andne/100ths-(5$510.00) Dollars for each
duplicate license-certificateTax Certificate issued to replace any license—certificateTax
Certificate issued under the provisions of this chapter whieh-that has been lost or
destroyed. In no case shall any mistake made by the City in stating the amount of a
businesstaxBusiness Tax prevent or prejudice the collection by the City of what shall be
actuaty-due from any-eneany Person ene carrying on a trade, calling, profession, or
occupation subject to businesstaxBusiness Tax under this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.140 Business-taxBusiness taxes payable at City offices.

All business-taxBusiness Taxes shall be paid in advance in lawful money of the United
States at-the-City-offices:to the City of Tracy, in a manner prescribed by the Collector.

(Ord. 1044 § 1 (part), 2002)

6.04.150 Separate business tax certificatelicenses required—Warehouses excepted.

A separate license-Taxe Certificate shall be obtained for each branch establishment or
location. Warehouses and distributing establishments used in connection with and incidental to
a businesstaxBusiness Taxed under the provisions of this chapter shall not be deemed to be
separate places of business or branch establishments.

(Ord. 1044 § 1 (part), 2002)

6.04.160 License-Business tax certificate period.

No license-certificateTax Certificate shall be issued for a period of more than twelve (12)
months of the City’s fiscal year beginning July 1 and ending June 30. Any application for a Tax
Certificate received by the City mid-eyelefiscal year will use a prospective estimate of how much

(Ord. 1044 § 1 (part), 2002)
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6.04.170 Business taxes—Payment, delinquencies, and penalties.

{4)—All Arnual Business Taxesbusiness-taxes shall be due on the first day of July and delinquent

(b)

at 5:00 p.m. on the last day of July.

For failure to pay a businresstaxBusiness Tax when due, the Collector shall add a penalty of
ten (10%) percent of such busiresstax-Business Tax on the first day of delinquency and
shall add a further penalty of ten (10%) percent of such businress-taxBusiness Tax on the
first day of every subsequent calendar month following such first day of delinquency
provided the amount of such penalties to be added shall in no event exceed fifty (50%)
percent of the businesstaxBusiness Tax due. The penalties provided in this subsection shall
be assessed from the date when such deficiency was required to be paid pursuant to the
provisions of this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.180 FaxpayerinformationrequiredAppllication - Initial.

(a)

Upon a Pperson making an application for the first business tax-certificateTax Certificate for a

newly established or acquired business, such Pperson shall furnish to the eelectorCollector
a swoern-statement, upon a form provided by the eglecterCollector; setting forth the
following information:

—(1) The exact nature or kind of business:

——(2) The place where such business is to be carried on, and if the same is not to be
carried on at any permanent place of business, the places of residence of the owners
of same;
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(b)

—(3) In all cases where the amount of tax to be paid is measured by gross receipts,
the application shall set forth such information as may be therein required and as may
be necessary to determine the amount of the tax to be paid by the applicant;

—(4) Any further information which the eellecterCollector may require.

—(B}—If the amount of the tax to be paid by the applicant is measured by gross

(c)

receipts, he or she shall estimate the gross receipts for the period covered. Such estimate,
if accepted by the Ceollector as reasonable, shall be used in determining the amount of tax
to be paid by the applicant; provided, however, the amount of the tax so determined shall
be tentative only, and such person shall, within 60 days after the expiration of the period
covered, furnish the eelecterCollector with a swera-statement, upon a form prescribed by
the eollecterCollector, showing the applicant’s actual gross receipts during the period
covered, and the tax for such period shall be finally ascertained and paid in the manner
provided by this chapter for the ascertaining and paying of such taxes, after deducting
from the payment found to be due the amounts initially paid.

—f{E6}—In all cases, the applicant shall, upon filing his or her application, pay no less than

(d)

the prescribed minimum tax in advance, without being prorated, to cover the remaining
portion of the current reporting period.

—{BD}—The eollectorCollector shall not issue to any such person another business tax

certificateTax Certificate for the same or any other business; until such Pperson shall have
furnished to him or her a swern-statement and paid the tax as herein required. {be
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(Ord. 1044 § 1 (part), 2002)

6.04.190 Subsegquent-taxpaymentsApplication - Renewal.

In all cases, the applicant for the renewal of a bBusiness taxcertificateTax Certificate
shall submit to the eellectorCollector for his or her guidance in ascertaining the amount of the
tax to be paid by the applicant, a swern-statement, upon a form prescribed by the
eellectorCollector, setting forth such information concerning the applicant’s business during the
preceding year as may be required by the eelecterCollector to enable him or her to ascertain
the amount of the tax to be paid by said applicant pursuant to the provisions of this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.200 Extensions of filing dates—Interest charges.

tn-additionte-the-otherpowersconferred-upon-him;theThe CollectorCollector shall have

the power, for good cause-shews, to extend the time for filing any required sworn statement
for a period not exceeding sixty (60) days and in such case to waive any penalty that would
have otherwise accrued, except that twelve (12%) percent simple interest shall be added to any
tax determined to be payable.

(Ord. 1044 § 1 (part), 2002)

6.04.210 Refunds.

No refund of an overpayment of a businresstaxBusiness Tax imposed by this chapter shall
be allowed in whole or in part unless a claim for a refund is filed with the CelleeterCollector
within a period of three-one (13) years after the last day of the calendar month following the
period for which the overpayment was made, and all such claims for refunds shall be filed with
the €eHectorCollector on forms the €eHeeterCollector furnishes in the manner prescribed by
the €eHlectorCollector. Upon the filing of such a claim and when the CellecterCollector
determines, in a reasonable -thattime, that an overpayment has been made, the
colleeterCollector may refund the amount overpaid.

(Ord. 1044 § 1 (part), 2002)
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6.04.220 Determinations of business classifications an administrative function.

The final determination of which business or class of business a license-certificate
holderTax Certificate Holder or applicant for a license—certificateTax Certificate is engaged in, or
about to engage in, shall be an administrative function of the City.

(Ord. 1044 § 1 (part), 2002)

6.04.230 Applications for changes of business classifications.

(a) In any case, where a Tax Certificate Holder or an applicant for a Ttax Ceertificate believes

that his or her business is not assigned to the proper classification under this seetienchapter
because of circumstances peculiar to it, as distinguished from other businesses of the same
kind, he or she may apply to the Collector for reclassification. Such application shall contain
such information as the Collector may deem necessary and require in order to determine
whether the applicant’s individual business is properly classified. The Collector shall then
conduct an investigation following which he or she shall assign the applicant’s individual
business to the classification shown to be proper on the basis of such investigation. The
proper classification is that classification which, in the opinion of the Collector, most nearly
fits the applicant’s business. The reclassification shall not be retroactive but shall apply at
the time of the next regularly ensuing calculation of the applicant’s tax. No business shall be
classified more than once a year.

(b) The Collector shall notify the applicant of the action taken on the application for
reclassification. Such notice shall be given by serving it personally or by depositing it in the
United States Post Office atFracy—California-postage prepaid, addressed to the applicant at
his or her last known address. Such applicant may, within 10 working days after the mailing
or serving of such notices, make a written request to the Collector for a appeal hearing on
the application’s reclassification. If such a request is made within the time prescribed, the
Collector shall cause the matter to be set for hearing before the City Council within 15 days.
The Collector shall give the applicant at least 10 days’ notice of the time and place of the
hearing in the manner prescribed under section 1.12.020 for serving notice of the action
taken on the application for reclassification. The City Council shall consider all evidence
adduced and shall adopt a resolution reflecting its decision. The decision of the City Council
shall be final.

Created: 2022-04-07 12:48:59 [EST]
(Supp. No. 59)
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(Ord. 1044 § 1 (part), 2002)

6.04.240 Appeals on decisions of business classifications.

Any applicant or license-certificate-holderTax Certificate Holder aggrieved by the business

classification decision of the City shall have the rlght of appeal to an impartial Hearing Officer

. , g toras outlined by section
1. 12 030 of the Code Such appeal shall be taken by flllng W|th the Clty Clerk, within fifteen (15)
days after the notice of the decision of the City, a written statement setting forth the grounds
for the appeal. The City Clerk shall set a time and place for a hearing on such appeal within
thirty (30) days after the receipt of the appeal. Notwithstanding chapter 1.12 of theis Code, the
decisions and orders of the Hearing Officer shall be final and conclusive.

(Ord. 1111 § 4 Exh. A (part), 2007: Ord. 1044 § 1 (part), 2002)

6.04.250 Rules and regulations.

The City Manager may promulgate such rules and regulations, not inconsistent with the
provisions of this chapter, as may be necessary or desirable to aid in the enforcement of the
provisions of this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.260 Referrals to other agencies—Prepayment of taxes.

(a) Referrals to other agencies. The CelleeterCollector may refer to any governmental agency
any statement and all other information submitted by persons subject to the provisions of
this chapter in connection with the conduct of a business regulated or supervised or
otherwise the concern of any such agency, including agencies concerned with health
regulations, zoning conformance, fire safety, police considerations, or any other safeguard
of the public interest.

(b) Prepayment of taxes. The CellectorCollector may advise any person filing a statement in
connection with the payment of a businesstaxBusiness Tax for a new or other business not
actually in operation that such person may desire to defer the payment of the business
taxBusiness Tax until the person has obtained whatever approval may be required in order
to transact and carry on the business until such business is actually in operation. If any
person does, however, pay the business-taxBusiness Tax in advance of the commencement
of the operation of the business, but does not actuath-operate the business because seme
City or other governmental agency did not grant an approval which is required by
regulation or law in order for such business to be transacted and carried on, then the
businesstaxBusiness Tax shall be refunded in full,_after the person has informed Collector
in a timely manner, to the person having paid such tax minus the application fee as set by
resolution of the City Council and revised from time to time.

Created: 2022-04-07 12:48:59 [EST]
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(Ord. 1044 § 1 (part), 2002)

6.04.270 Enforcement.
(a) It shall be the duty of the €electorCollector -and-the-Collectoris-hereby-directed-to

enforce each and all of the provisions of this chapter, and the various City departments
shall render such assistance in the enforcement hereef-as may from time to time be
required by the CelteetorCollector, City Manager, or City Council.

(b) The Collector, in the exercise of the duties imposed upon the Collector -hereunderand
acting-through-dulyauthorized-City-employees;-shall examine, or cause to be examined, all
places of business in the City to ascertain whether the provisions of this chapter have been
complied with.

(c) The Collector, and each ef-his-assistantsdesignee, and any police officer or duly authorized
inspector, shall have the power and authority to enter free of charge at any reasonable
time any place of business; or to question any person, which business or person is, or there
is reasonable cause to believe such business or person may be, subject to the provision of
this chapter, and demand an exhibition of proof of busiresstaxBusiness Tax payment.

(d) The Collector's designees who have satisfactorily completed a certified course in "Powers
of Arrest" may thereafter exercise the powers of arrest as specified in Section 836.5 of the
California Penal Code on any person who has committed a misdemeanor or infraction in
their presence which is a violation of the provisions of this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.280 Remedies cumulative.

All remedies prescribed in this chapter shall be cumulative, and the use of one or more
remedies by the City shall not bar the use of any other remedy for the purpose of enforcing the
provisions of this chapter.

(Ord. 1044 § 1 (part), 2002)

6.04.290 Severability.

If any section, subsection, sentence, clause, phrase, or portion of this chapter is for any
reason held to be invalid or unconstitutional by the decision of any court of competent
jurisdiction, such decision shall not affect the validity of the remaining portions of this chapter.
The City Council hereby declares that it would have adopted this chapter, and each section,
subsection, clause, phrase, or portion thereof, irrespective of the fact that any one or more
sections, subsections, clauses, phrases, or portions be declared invalid or unconstitutional.

(Ord. 1044 § 1 (part), 2002)

Created: 2022-04-07 12:48:59 [EST]
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6.04.300 Violations—Penalties.

Any person violating any of the provisions of this chapter or knowingly or intentionally
misrepresenting to any officer or employee of the City any material fact in procuring, or
attempting to procure, the Business Tax ticense-certificate provided for in this chapter shall be
deemed guilty of an infraction.

(Ord. 1044 § 1 (part), 2002)

Article 2. Taxes

Created: 2022-04-07 12:48:59 [EST]
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6.04.310 Determination of tax due based on gross receipts plus annual registration tax.

(a) Every person who engages in business at a fixed place of business within the City shall
pay a Business Tax based upon gross receipts at the fellowingspecified rates, andfor
ithe following categories and classifications:

(1) CATEGORY 1: General retail, wholesale, restaurants, hotels, tour operatorses, and
manufacturing ($1.00 per thousand gross receipts, $125.00 minimum annual tax):

Created: 2022-04-07 12:48:59 [EST]
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(A) Any establishment or business that conducts retail (the sale of goods to ultimate
consumers, usually in small guantities), or wholesale (the sale of goods in
guantity, as to retailers or jobbers, for resale), or restaurant (an establishment
where meals, prepared food, and/or beverages are served to customers).

(B) “Manufacturing” includes every person conducting or carrying on a business
consisting of manufacturing, packing, or processing any goods, wares,
merchandise, or commodities at a fixed place of business within the City or
conducting or carrying on a business of cold storage or refrigeration.

(C) “Tour operator” means a business that provides tours in the City for
compensation.

(2) CATEGORY 2: Rental units (commercial and residential) ($2.00 per thousand of gross
receipts, $125.00 minimum annual tax):

(A) Any business, individual, or entity that leases, rents, or otherwise provides
property to another individual or entity for compensation.

(3) CATEGORY 3: Service and professionals ($3.00 per thousand of gross receipts,
$125.00 minimum annual tax):

(A) “Services” means any professional services, as that term is ordinarily and
commonly used and understood, wherein individuals are engaged in the
business of offering to the public professional or semiprofessional services for
compensation, and not specifically covered under any other part, chapter, or
section of this chapter, and shall include those professions that may require
governmental certification or licensure, but not be limited to the services
rendered by a person engaged in the practice or profession such as hairstylist,
beautician or cosmetologist, aesthetician, or art instructor.

(B) “Professional services” means any professional services, as that term is ordinarily
and commonly used and understood, wherein individuals are engaged in the
business of offering to the public professional or semiprofessional services for
compensation, and not specifically covered under any other part, chapter or
section of this chapter, and shall include those professions generally requiring
governmental certification or a professional degree, but not be limited to the
services rendered by a person engaged in the practice or profession of law,
medicine, surgery, dentistry, ophthalmologist, optometry, chiropractic,
osteopathy, chiropody, dental technician, laboratory technician, physical
therapist, mortician, undertaker, psychologist, psychotherapy, radiologist,

Created: 2022-04-07 12:48:59 [EST]
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speech therapist, veterinary, licensed financial planner, licensed investment
counselor, real estate agent, real estate broker, stock/bond or security agent or
broker, civil, mechanical, electrical, industrial, or other class of engineer,
surveyor, geologist, appraiser, architect, accountant, real estate management,
property management, income tax preparers, bookkeepers, income tax
consultants, developer, or marriage counselors.

(4) CATEGORY 4: Contractors ($2.00 per thousand of gross receipts, $125.00 minimum
annual tax):

(A) Contractors: every person, firm, or corporation conducting, managing, or
carrying on the business of contractor, subcontractor, or builder; or engaging in
the construction or repair of any buildings; or engaged in any engineering,
construction, operating, or advertising as such, or representing himself as such,
and regularly employing help for building construction, sewer construction,
plumbing construction or general construction.

(5) CATEGORY 5: Catch-all provision: Where the gross receipts, as defined in section
6.04.010, are less than the cost of maintaining operations of the business, then the
business shall be deemed to produce gross receipts in an amount at least equal to
the cost of maintaining such operations. Such cost of operations shall include, but
not be limited to, rent and/or depreciation, salaries and wages, fixed charges, and
other expenses.

Created: 2022-04-07 12:48:59 [EST]
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Creating More Equitable
Business Taxes

July 5%, 2022



BUSINESS TAXES BALLOT MEASURE

*Background

* Survey, community outreach, and
Ad-Hoc Committee’s
recommendation

* Next Steps
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BACKGROUND

In March 2020, the City Council formed an Ad-
Hoc Committee of the City Council to develop
policies and actions to ensure the City’s long-
term fiscal sustainability.

On March 9, 2021, the City Council held a fiscal
sustainability workshop where they adopted the
City’s Guiding Budget Principles and several
fiscal strategies.

One of these strategies was to revise the City’s
existing Business Taxes scheme, which has not

been updated for the last four decades. /A

TRACY
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CURRENT TAX STRUCTURE

* The current tax structures is a flat tax based on
number of employees, which has remained
unchanged and without an inflation increase since
1984.

» Base rate is $100/first owner plus $20 for each
additional owner or full-time employee/worker,
independent agent, part-time employee/worker (32
hours or less) is additional $10 (pro-rated quarterly),
plus one-time $14 application fee. (suggesting
inserting the current range/cap /e.g. — minimum
possible to max currently possible.) /a

Think Inside the Triangle™



INCREASING EQUITABILITY FOR

LOCAL SMALL BUSINESSES

* Due to this flat tax structure and reliance on the
total employee count, large employers in Tracy, such
as warehouse businesses and big corporations are
currently not paying their proportionate share of tax
relative to their gross receipts; and

* Small, locally owned businesses in the City are
currently paying a higher effective rate compared to
larger businesses who are currently paying far less
than their respective “fair share” when compared

with respect to gross receipts generated by the
businesses. /.

Think Inside the Triangle™



BUSINESS TAXES AVERAGE

EFFECTIVE TAX RATE PAID

Average Current City Effective Tax Rates

Average Large Business - 0.0117%

Average Medium Business - 0.0277%

0.0000% 0.0200% 0.0400% 0.0600% 0.0800% 0.1000% 0.1200% 0.1400% 0.1600% 0.1800%
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BUSINESS TAXES AVERAGE

EFFECTIVE TAX RATE PAID

Last Ord.
City Name Population Businesses Tax Type Est. Revenue Revision
Modesto 214,221 7,750 Gross Receipts $14,068,205 1997
Stockton 307,000 15,111 Gross Receipts $13,215,000 2005
Fremont 237,807 8,553 Gross Receipts $11,700,000 2016
San Leandro 90,553 9,900 Employees $7,191,859 1995
/ Units
Livermore 86,493 8,601 Gross Receipts $6,933,658 2018
/Gross Expense
Pleasanton 82,372 9,800 Gross Receipts $4,422.151 2017
Concord 129,688 9,447 GrossReceipts /| ¢4 115 577 2017
Employees
Gross Receipts /
Hayward 159,620 9051 O — $2,978,708 1978
Manteca 81,592 3,779 Flat Rate $718,836 1990
Brentwood 63,800 4,840 Gross Receipts $718,700 2016 o
Lathrop 23,284 1,391 Flat $189,242 2002
Oakley 42,129 1,200 Gross Receipts $159,586 2018 TRACY

74
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CITY COUNCIL DIRECTION TO CONSIDER

MODERNIZING TRACY’S BUSINESS TAXES

* After careful analysis and comparisons with
neighboring communities, staff believe that Tracy’s
39-year-old business license structure is currently
disproportionate to small, locally owned businesses.

* During the March 22, 2022, with the
recommendation of the Ad-Hoc Committee, the City
Council directed Statt to proceed with the
documents required to place a general tax measure

on the ballot for the General Municipal Election on
November 8, 2022. Ly
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SURVEY, COMMUNITY
OUTREACH, AND AD-HOC
COMMITTEE’S
RECOMMENDATION
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VOTER SURVEY

* In early March 2022, staff hired a consultant to
conduct a survey to determine initial support for
the proposed Business Taxes measure which would
likely appear on the November 2022 ballot.

TRACY
4
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INITIAL SUPPORT FOR HYPOTHETICAL BUSINESS
LICENSE TAX MEASURE LIKELY
NOVEMBER 2022 VOTERS

Shall the ordinance to update/ simplify the City of
Tracy business license ordinance to provide funding
for City services/ facilities, such as:

* 9-1-1 emergency response;

Definitely No .
y * streets/ pothole repair;

* fire protection;
Definitely Yes

20.7% * neighborhood police patrols;
 park maintenance;

Probably Yes * senior/ youth services; and;

[+)
36.4% « for general government use;

be adopted, ensuring all businesses are treated fairly,
with typical rates between 0.1% and 0.3% of gross

Probably No , receipts, described in the ordinance, providing an
additional $4.1 million dollars annually, until ended
by voters, requiring independent audits?




COMMUNITY SPENDING PRIORITIES

| 75.1%
E. Maintain city streets, roads and repair potholes 1.05
K. Keep public areas healthy, safe, and clean 1.01
D. Maintain neighborhood police patrols 1.00
A. Maintain 9-1-1 emergency response times D.98
B. Maintain crime prevention and investigation programs D.98
C. Maintain fire protection services 21
F. Support the local economy and increase local jobs -B7
] 65.8%
I. Maintain quality of life for local residents -B7
-2 -1 0 1 A
Maintaining city streets, roads and repairing potholes is the top TRACY

spending priority. ‘,//
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COMMUNITY OUTREACH

Over the past four months, the City has met
with Tracy’s business community to discuss
how to make the City’s Business Taxes more
equitable by switching to a gross receipts tax.

»The Chamber of Commerce,

»The Tracy City Center Association (TCCA),

» Rotary, and

» Hosted four separate meetings small business
roundtables

Eusmesses can esglma!e !”elr |na|V|aua| COS! using !”IS S|mp|e ra!e es!|ma!or: ‘ A

https://hdlcompanies.formstack.com/forms/cityoftracy sampleratecalculator TRACY
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https://hdlcompanies.formstack.com/forms/cityoftracy_sampleratecalculator

AD-HOC COMMITTEE RATE
STRUCTURE RECOMMENDATION

* The Ad-Hoc Commuittee initially explored
oFtions for the gross receipts tax to begin
atter the first $100,000 in gross revenue with

a flat fee of $100.

* The small business community’s feedback
influenced the final recommendation, which
reflects the tax to begin after $200,000 at a
base fee of $50.

15

Think Inside the Triangle™



INCREASING EQUITABILITY FOR

LOCAL SMALL BUSINESESS

By increasing the thresholds to $200K,
this would be more favorable to smaller
businesses in the City.

Tax Amount

Taxable Gross  Base Rate @ $50 per $1.00-$3 / thousand

Receipts Account

Number of Accts

-Over $100,000-
4,861 $4B $73,100 $4,906,845
TOTAL $4,979,945
Za
TRACY
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RECOMMENDED BUSINESS

LICENSE TAX MODEL

Proposed Gross

This is the recommended model

. . . Business Rate Categories Minimum Fee Receipts Rate
for the City to adopt. This option ceneraLBusINESs 0.001 X Gross
1 1 MANUFACTURING, WAREHOUSING, WHOLESALING 0.0015 X Gross
has the benefit of spreading the
. CONTRACTOR - 0.002 X Gross
burden of an increase across SERVICE 550 Flat Rate Per Business =~~~
. . . . (first $200,000 of GR) :
multiple business types while it ProFessionALs 0.003 X Gross
will also create a more equitable = XENTALICOMMERCIAL D003 X Sross
RENTAL (RESIDENTIAL) 0.003 X Gross

structure for businesses.

Est. GR Tax on
Businesses Above
Business Rate Categories Est. Count of Businesses Est. Taxable Gross Receiptsg Est. Min Fees ($50) Threshold of $200k
RENTAL (COMMERCIAL) 76 S 39,200,000.00 S 1,000.00 S 103,200.06
CONTRACTOR 1301 S 174,250,000.00 S 14,350.00 S 195,140.57
EXEMPT 122 $ -8 -8 -
GENERAL BUSINESS 693 S 2,269,963,135.97 S 8,350.00 $ 2,236,563.30
MANUFACTURING, WAREHOUSING, WHOLESALING 219 $ 1,228756,429.46 2,000.00 $ 1,831,134.70
PROFESSIONALS 313 S 148,650,000.00 S 9,100.00 $ 311,100.55
RENTAL (RESIDENTIAL) 236 $ 54,120,000.00 $ 3,100.00 $ 118,260.19
SERVICE 1901 S 128,439,910.20 S 35,200.00 $ 111,445.90
SUBTOTAL 4861 S 4,043,379,475.63 S 73,100.00 $ 4,906,845.27 /
GRAND TOTAL S 4,979,945.27 A
Ae——
TRACY
A ,//
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FLAT TAX VERSES

PROGRESSIVE TAX

* An alternative to the flat tax is a progressive gross
receipts tax, in which larger businesses with higher
gross receipts pay more than smaller businesses
with less gross receipts.

¢ A progressive tax structure would create a better
business environment for small businesses and
provide additional funding for City services. In a
progressive system, every business pays their fair
and proportional share into the City’'s General Fund.

Ly

TRACY
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UPDATED BUSINESS TAXES AVERAGE

EFFECTIVE TAX RATE PAID

Average City Effective Tax Rates

Average Large Business
0.0117%

Average Medium Business

Average Small Business

0.0000%

0.0500%

0.1000% 0.1500%

19
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NEXT STEPS

Staff is recommending that Council place a Business
Taxes Update Measure on the November 2022 Ballot.

To ensure large businesses pay a proportionate share and provide
funding for City services such as: repairing potholes/streets; keeping
public areas healthy/safe/clean; maintaining neighborhood police
patrols/9-1-1 emergency response/fire protection; supporting our
economy/ general government use, shall the ordinance to update the
City of Tracy business taxes be adopted with typical rates between 0.1%

and 0.3% of gross receipts, as described in the ordinance, providing an
additional $4,000,000 annually, until ended by voters?

21




22

NEXT STEPS

Authorize the Submission of an argument on behalf
of the City Council with designated author(s) and
authorizes the City Clerk to allow for the
submission of arguments for and against, as well as
rebuttals, regarding the measure

* Designate, by motion, an author of the Council’s
argument for the measure.

Directs the City Attorney to prepare an impartial
analysis of the ballot measure.

Think Inside the Triangle™
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APPROVED AS TO FORM AND LEGALITY

CITY ATTORNEY’S OFFICE

TRACY CITY COUNCIL

RESOLUTION NO.

1) ORDERING THE CITY CLERK TO SUBMIT A MEASURE TO THE CITY OF TRACY
VOTERS AT THE NOVEMBER 8, 2022, GENERAL MUNICIPAL ELECTION, AN ORDINANCE
REPEALING AND REPLACING, IN ITS ENTIRETY, CHAPTER 6.04 (BUSINESS TAXES) OF
THE TRACY MUNICIPAL CODE, AND 2) AUTHORIZING THE SUBMISSION OF AN
ARGUMENT ON BEHALF OF THE CITY COUNCIL WITH DESIGNATED AUTHOR(S), AND
DIRECTING THE CITY ATTORNEY TO PREPARE AN IMPARTIAL ANALYSIS, OF SUCH
MEASURE

WHEREAS, Chapter 6.04 of the Tracy Municipal Code contains the City of Tracy’s (City)
Business Taxes structure (Business Taxes Structure), which applies to all persons engaged in
business activities in the City of Tracy (City); and

WHEREAS, The City’s Business Taxes Structure has not been critically re-examined in
decades; and

WHEREAS, The City’s current Business Taxes Structure imposes a disproportionate
burden on small businesses, as it is based on the total employee count instead of gross receipts
generated by the businesses; and

WHEREAS, Due to this flat tax structure and reliance on the total employee count, large
employers in the City, such as warehouse businesses and big corporations, are currently not
paying their proportionate share of tax relative to their gross receipts; and

WHEREAS, Small, locally owned businesses in the City are currently paying a higher
effective rate compared to larger businesses who are currently paying far less than their
respective “fair share” relative to the gross receipts generated by such businesses; and

WHEREAS, An alternative to the flat tax is a progressive gross receipts tax, in which
larger businesses with higher gross receipts pay more than smaller businesses with less gross
receipts; and

WHEREAS, A progressive tax structure would create a better business environment for
small businesses and provide additional funding for City services; and

WHEREAS, In a progressive system, every business pays their fair and proportional
share into the City’s General Fund and is aligned with the nation’s progressive income tax
structure; and
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Page 2

WHEREAS, Neighboring cities, including Stockton, Modesto, Walnut Creek, San Jose
and and San Francisco, have adopted a progressive business tax structure that imposes higher
rates on businesses that earn more gross receipts; and

WHEREAS, The City seeks to maintain quality of life while not taxing homeowners living
in the City or burdening small businesses; and

WHEREAS, The proposed amended Business Taxes measure is not a license to
operate within the City, and each business must obtain a “Business Tax” Certificate; and

WHEREAS, The changes suggested to the Business Taxes Structure do not entitle the
holder of the Business Tax Certificate to conduct business before complying with all
requirements of the Tracy Municipal code and other applicable laws, nor to conduct business in
a zone where such a business violates the law; and

WHEREAS, In March 2020, the City Council formed an Ad-Hoc Committee of the City
Council to develop policies and actions to ensure the City’s long-term fiscal sustainability; and

WHEREAS, On March 9, 2021, the City Council held a fiscal sustainability workshop
where they adopted the City’s Guiding Budget Principles and several fiscal strategies; and

WHEREAS, The City Council directed the Ad-Hoc Committee to continue working
through these strategies and to return to the City Council with further actions for consideration;
and

WHEREAS, One of these strategies was to revise the City’s existing Business Taxes
scheme, which has not been updated for the last four decades; and

WHEREAS, During the March 22, 2022, City Council workshop, staff presented the
General Fund’s ten-year forecast that discussed the impacts of the potential loss of Sales Tax
revenues and what an increase from a revision to the Business Taxes revenue would look like
for the City; and

WHEREAS, On March 22, 2022, with the recommendation of the Ad-Hoc Committee, the
City Council directed staff to proceed with the documents required to place a general tax measure
on the ballot for the General Municipal Election on November 8, 2022, and

WHEREAS, Over the past four months, the City has met with the Chamber of Commerce,
the Tracy City Center Association (TCCA), and hosted four separate meetings for the City’s
business community to discuss how to make the City’s Business Taxes Structure more equitable
by switching to a gross receipts tax; and

WHEREAS, The Ad-Hoc Committee initially explored options for the gross receipts tax to
begin after the first $100,000 in gross revenue with a flat fee of $100; and

WHEREAS, The small business community’s feedback influenced the final recommend-
ation, which reflects the tax to begin after $200,000 at a base fee of $50; and

WHEREAS, Based on the recommendations of the business community and the Ad-Hoc
Committee, staff has prepared a proposed ballot measure (Ballot Measure) asking the voters to
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adopt a Business Tax Ordinance, which is attached hereto as Exhibit A and incorporated
herein by reference (Ordinance) for the City Council’s consideration; and

WHEREAS, if approved by the voters, the Ordinance would impose a general tax on
businesses engaged in commercial activity in the City (General Tax); and

WHEREAS, If the proposed Ballot Measure is approved by the voters, the amended
Business Taxes Structure of the City would add resources to the general-purpose fund while
also supporting small businesses with gross receipts of less than $200,000; and

WHEREAS, Revenues collected from the new Ordinance would be for general revenue
purposes and would go into the City's General Fund and be used for any government purpose;
and

WHEREAS, It is estimated that the proposed revisions to the Business Taxes Structure
will generate approximately $5M in annual tax revenue for the City’s General Fund; and

WHEREAS, Updating the City’s Business Taxes Structure would ensure that larger
businesses pay their proportionate share of taxes while reducing the impact on small
businesses; ; and

WHEREAS, If approved, the Ordinance would generate additional revenue that also
would allow the City to: maintain and even improve City streets, roads, parks, community
facilities, and economic development; maintain and expand after-school programs, anti-gang
activities, and recreation programs that keep young people off the streets, out of trouble and
away from drugs and gangs; and help maintain rapid emergency and medical response times
for police and fire by ensuring adequately staffed and trained police officers and firefighters; and

WHEREAS, Pursuant to Section 9222 of the California Elections Code, the City Council
is authorized to place measures on the ballot to be considered at a general municipal election;
and

WHEREAS, Article XlIl C, section 2(b) of the California Constitution requires that any
General Tax for unrestricted general revenue purposes must be submitted to and approved by a
majority vote of the voters voting on the issue of imposing any general tax; and

WHEREAS, At its June 24, 2022 meeting, the City Council adopted a Resolution
(Resolution No 2022-083) calling for and giving notice of a General Municipal Election to be held
on November 8, 2022, and requesting that the Board of Supervisors of the County of San Joaquin
consolidate said election with the Statewide General Election to be held that day along with other
requisite actions; and

WHEREAS, the Calfiornia Elections Code requires ballot measures to pose a specific
question for the voters’ consideration; and

WHEREAS, Based upon analysis and voter polling, staff proposes that the ballot question
be, “To ensure large businesses pay a proportionate share and provide funding for City services
such as: repairing potholes/streets; keeping public areas healthy/safe/clean; maintaining
neighborhood police patrols/9-1-1 emergency response/fire protection; supporting our economy/
general government use, shall the ordinance to update the City of Tracy business taxes be
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adopted with typical rates between 0.1% and 0.3% of gross receipts, as described in the
ordinance, providing an additional $4,000,000 annually, until ended by voters?”; and

WHEREAS, The Calfornia Elections Code allows legislative bodies to provide for the
submission of arguments for and against ballot measures and to direct their respective counsel
to prepare an impartial analysis of such measures; and

WHEREAS, The City Council desires to submit the General Tax, pursuant to the Ballot
Measure asking for approval of the Ordinance,to the qualified voters of the City at the next General
Municipal Election to be held on Tuesday, November 8, 2022; and

WHEREAS, In accordance with the California Environmental Quality Act (CEQA)
Guidelines Sections 15378 (b)(3) and (b)(4), the City finds that this action does not constitute a
project under CEQA; and now, therefore, be it

RESOLVED:

Section 1. Recitals. The City Council hereby finds and determines that the foregoing
recitals are true and correct and incorporates them fully herein.

Section 2. Ballot Meaure. The City Council hereby orders the City Clerk to submit the
Ballot Measure to the City of Tracy Voters, at the November 8, 2022, General Municipal Election,
with the Ordinance repealing and replacing, in its entirety, Chapter 6.04 (Business Taxes) of the
Tracy Municipal Code.

Section 3. Argument. The City Council hereby authorizes the submission of an argument
for the Ballot Measure, on behalf of the City Council with designated author(s), which argument,
in accordance with California Elections Code sections 9282 and 9283:

(a) shall not exceed 300 words in length, and shall be printed upon the same sheet of
paper and mailed to each voter with the sample ballot for the election and may be signed by the
authors designated by the City Council as part of the adoption of this Resolution;

(b) include, preceding the argument itself, the heading “Argument For Measure __
” and precede, which shall not be counted in the 300 word maximum (the blank spaces
being filled only with the letter or number, if any, designating the measure); and

(c) be filed with the City Clerk, accompanied by the printed name(s) and signature(s) of
the author(s) submitting it, due in the office of the City Clerk by the date established by the County
Registrar of Voters

Section 4. Impartial Analysis. The City Council hereby directs the City Attorney to prepare
an impartial analysis of the Ballot Measure and to timely submit such analysis to the City Clerk

Section 5. Rate and Method. The type, rate, and method of collection of the General Tax
are set forth in the Ordinance.

Section 6. Ballot Label. The City Council hereby approves the following ballot label for
the proposed General Tax, to be submitted for a “Yes” or “No” vote:
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To ensure large businesses pay a proportionate share and provide
funding for City services such as: repairing potholes/streets; keeping YES
public areas healthy/safe/clean; maintaining neighborhood police

patrols/9-1-1 emergency response/fire protection; supporting our
economy/ general government use, shall the ordinance to update the
City of Tracy business taxes be adopted with typical rates between NO
0.1% and 0.3% of gross receipts, as described in the ordinance,
providing an additional $4,000,000 annually, until ended by voters?

Section 7. Full Text. The full text of the Ordinance, which is attached as Exhibit A, shall
be printed in the sample ballot/voter information pamphlet for the November 8, 2022 General
Municipal Election.

Section 8. Approval. Pursuant to Section 2(b) of Article XlIll C of the California
Constitution, this measure requires approval by a majority vote (50% plus 1) of those casting
ballots on the measure.

Section 9. Filing with County. The City Clerk shall file a certified copy of this Resolution,
along with the argument and analysis authorized herein, with the Board of Supervisors and
County Elections Department of the County of San Joaquin and to take such actions needed to
comply with the California Elections Code.

Section 10. CEQA. In accordance with CEQA Guidelines Sections 15378 (b)(3) and
(b)(4), the City finds that this action does not constitute a project under CEQA.

Section 11. Effective Date. This Resolution shall be effective immediately upon
adoption by a majority vote of the City Council.

The foregoing Resolution was adopted by the Tracy City Council on the 5" day of July,
2022, by the following vote:

AYES: COUNCIL MEMBERS:
NOES: COUNCIL MEMBERS:
ABSENT: COUNCIL MEMBERS:

ABSTENTION COUNCIL MEMBERS:

NANCY D. YOUNG
Mayor of the City of Tracy, California

ATTEST:

ADRIANNE RICHARDSON

City Clerk and Clerk of the Council of the
City of Tracy, California

Attachment:
Exhibit A - Ordinance Amending and Replacing in its Entirety Chapter 6.04



EXHIBIT A

ORDINANCE NO.

AN ORDINANCE OF THE CITY OF TRACY REPEALING AND REPLACING, IN ITS
ENTIRETY, CHAPTER 6.04 (BUSINESS TAXES) OF THE TRACY MUNICIPAL CODE

WHEREAS, In March 2020, the City Council formed an Ad-Hoc Committee of the City
Council to develop policies and actions to ensure the City’s long-term fiscal sustainability; and

WHEREAS, On March 9, 2021, the City Council held a fiscal sustainability workshop
where they adopted the City’s Guiding Budget Principles and several fiscal strategies; and

WHEREAS, The City Council directed the Ad-Hoc Committee to continue working
through these strategies and to return to the City Council with further actions for consideration;
and

WHEREAS, One of these strategies was to revise the City’s existing Business Taxes
structure set forth in Chapter 6.04 of the Tracy Municipal Code (Business Taxes Structure),
which has not been updated for the last four decades; and

WHEREAS, During the March 22, 2022, City Council workshop, staff presented the
General Fund’s ten-year forecast that discussed the impacts of the potential loss of Sales Tax

revenues and what an increase from a revision to the Business Taxes revenue would look like
for the City; and

WHEREAS, On March 22, 2022, with the recommendation of the Ad-Hoc Committee, the
City Council directed staff to proceed with the documents required to place a general tax measure
on the ballot for the General Municipal Election on November 8, 2022 reflecting revisions to the
City’s Business Taxes Structure (Ordinance), and

WHEREAS, Over the past four months, the City has met with the Chamber of Commerce,
the Tracy City Center Association (TCCA), and hosted four separate meetings for the City’s
business community to discuss how to make the City’s Business Taxes Structure more equitable
by switching to a gross receipts tax; and

WHEREAS, The Ad-Hoc Committee initially explored options for the gross receipts tax to
begin after the first $100,000 in gross revenue with aflat fee of $100; and

WHEREAS, The small business community’s feedback influenced the final
recommendation, which reflects the tax to begin after $200,000 at abase fee of $50; and

WHEREAS, Based on the recommendations of the business community and the Ad-Hoc
Committee, staff has prepared a proposed ballot measure (Ballot Measure) asking the voters to
adopt an Ordinance revising the Business Tax Structure for the City Council’s consideration;
and

WHEREAS, The City’s current Business Taxes Structure imposes a disproportionate
burden on small businesses, as it is based on the total employee count instead of gross receipts
generated by the businesses; and
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WHEREAS, Due to this flat tax structure and reliance on the total employee count, large
employers in the City, such as warehouse businesses and big corporations, are currently not
paying their proportionate share of tax relative to their gross receipts; and

WHEREAS, Small, locally owned businesses in the City are currently paying a higher
effective rate compared to larger businesses who are currently paying far less than their
respective “fair share” relative to the gross receipts generated by such businesses; and

WHEREAS, An alternative to the flat tax is a progressive gross receipts tax, in which
larger businesses with higher gross receipts pay more than smaller businesses with less gross
receipts; and

WHEREAS, A progressive tax structure would create a better business environment for
small businesses and provide additional funding for City services; and

WHEREAS, In a progressive system, every business pays their fair and proportional
share into the City’s General Fund and is aligned with the nation’s progressive income tax
structure; and

WHEREAS, Neighboring cities, including Stockton, Modesto, Walnut Creek, San Jose
and San Francisco, have adopted a progressive business tax structure that imposes higher
rates on businesses that earn more gross receipts; and

WHEREAS, The proposed Ordinance is not alicense to operate within the City, and
each business must obtain a “Business Tax” Certificate; and

WHEREAS, The changes suggested to the Business Taxes Structure do not entitle the
holder of the Business Tax Certificate to conduct business before complying with all
requirements of the Tracy Municipal code and other applicable laws, nor to conduct business in
a zone where such a business violates the law; and

WHEREAS, The City seeks to maintain quality of life while not taxing homeowners living
in the City or burdening small businesses; and

WHEREAS, Attachment A shows the new Chapter 6.04, if this Ordinance is adopted by
the Voters of the City of Tracy and the City Council, and Attachment B shows aredlined
version of the proposed Chapter 6.04 as compared against the existing Chapter 6.04; and

WHEREAS, This Ordinance and the Ballot Measure have been correctly placed on the
ballot for the General Municipal Election of November 8, 2022, pursuant to the California
Elections Code.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF TRACY DOES ORDAIN AS
FOLLOWS:

SECTION 1. Incorporation of Recitals/Findings. The Voters of the City of Tracy and
the City Council find and determine the foregoingrecitals are true and correct and are hereby
incorporated herein as findings and determinations supporting the adoption of this Ordinance.
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SECTION 2. Authority. The City Council and the Voters of the City of Tracy enact this
ordinance in accordance with the authority granted to cities by Article Xl, Section 7 of the
Constitution of the State of California.

SECTION 3. Amendments to the Tracy Municipal Code. Chapter 6.04 of the City of
Tracy Municipal Code, titled “Business Taxes,” is hereby amended and replaced in its entirety
with Attachment A.

SECTION 4. Effective Date. Pursuant to the California Election Code section 9217, if
the requisite number of qualified voters voting in the election vote in favor of the adopt of such
measure, this Ordinance shall be deemed valid and binding and shall be considered adopted
upon the date that the vote is declared by the City Council and shall go into effect ten (10) days
after that date.

SECTION 5. Severability. If any section, subsection, sentence, clause or phrase of
this Ordinance is for any reason held to be invalid or unconstitutional by decision of any court of
competent jurisdiction, such decision shall not affect the validity of the remaining portions of
Chapter 6.04. The Voters of the City of Tracy hereby declare that it would have passed this
Ordinance and each section, subsection, clause or phrase thereof irrespective of the fact that one
or more other sections, subsections, clauses or phrases may be declared invalid or
unconstitutional

SECTION 6. Certification/Summary. Following the City Clerk’s certification that the
Voters of the City of Tracy have approved this Ordinance, the Mayor shall sign this Ordinance
and the City Clerk shall cause the same to be entered in the book or original ordinance of said
City; and shall cause the same, or summary thereof, to be published as required by law.

* k kkk kkkkkk ko

PASSED, APPROVED AND ADOPTED by the Voters of the City of Tracy this 8th day of
November 2022, by a vote of :

NANCY D. YOUNG
Mayor of the City of Tracy, California

ATTEST:

ADRIANNE RICHARDSON

City Clerk and Clerk of the Council of the
City of Tracy, California

Date of Attestation:
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