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To:  Hon. Ron Morrison, Mayor National City &
Members of the City Council

From: Proposition D Independent Evaluation Committee
Date: November 10, 2011

Re:  Report and Recommendation on Proposition D

The Proposition D Independent Evaluation Committee was asked to evaluate and offer a
recommendation as to whether the sales tax increase allowed by the passage of the Proposition
shall remain in effect at the rate of one percent, or whether the City Council should reduce or
terminate the imposition of the tax.

The committee began its work on September 22, 2011, and concluded its evaluation on
November 3, 2011. Committee members met four times in sessions noticed and open to the
public. The evaluation, findings and recommendation from the committee’s work is shown in the
attached report. The members of the three person evaluation committee included: Chair, Marney
Cox, Chief Economist, San Diego Association of Governments; Chris Cate, Vice-President, San
Diego County Taxpayers Association; and Dale Nielsen, Finance Manager, City of Vista.

The committee members would like to thank the National City staff members that assisted the
committee with its work; making themselves available to answer inquiries and immediately
responding to the committee’s request for additional information.

The committee will present its findings during the November 15, 2011 Council meeting.



Report from the Proposition D Independent Evaluation Committee
Introduction and Recommendation

On June 6, 2006, National City voters passed a one percent District Sales Tax. The measure,
known as Proposition D, requires that “every five years the Mayor, with approval of the City
Council, shall appoint an independent committee” with experience and expertise in municipal
finance to evaluate and offer a recommendation as to whether the sales tax increase allowed by
the passage of the Proposition shall remain in effect at the rate of one percent, or whether the
City Council should reduce or terminate the imposition of the tax. The tax will sunset in 2016.

The committee began its work on September 22, 2011. The City staff provided committee
members with copies of the City’s Annual Budget (FY 2006 through FY 2011) and the
Comprehensive Annual Finance Report (FY 2006 through FY 2010, the latest available). In
addition, specific data or information requests from the committee were handled by staff. The
committee is expected to conclude its work on November 3, 2011 with the completion of this
report and recommendation to the Mayor and City Council.

During the first meeting the committee received a presentation from the City Manager, Mr. Chris
Zapata, focusing on the City’s General Fund finances and the impact of revenues from the
District Tax (Proposition D). The City Manager indicated that prior to the passage of the District
Tax, the City projected a structural deficit of $4 million for fiscal year 2004-2005; the 2005-2006
budget was out of balance by $6.7 million with reserves and other one-time funds used to fill the
gap. With the passage of the Proposition D in fiscal year 2006-2007, the City began to close its
deficit through a combination of the District Tax and a variety of internal efficiencies and cost
savings measures. In recent years, these efforts have been hampered by the national economic
downturn.

The root cause of the General Fund deficit stems from three factors: rising General Fund budget
expenditure commitments beginning in fiscal year 2004-2005; the fall in sales tax revenue due to
the effects of the Great Recession; and finally revenue that the state of California has reduced or
taken away from local governments, including National City, to help cover its own budget
deficits. Clearly, two of these factors are beyond the control of the City, yet the Council and staff
must deal with their impacts.

Through a combination of actions, discussed in the three sections of the report below, the City
has been able to balance the General Fund budget each year, but the deficit is structural,
returning the next year because revenues are insufficient to cover expenses. Worse yet, the City’s
five year budget forecast show these deficits will persist through 2016. In other words, the City is
not expecting to solve the structural deficit problem, although, thanks to revenue from the
District Tax and actions taken to reduce General Fund expenditures, the City does expect to keep
the deficit from spiraling out of control. However, when Proposition D expires in 2016 the sales
tax revenue it has been contributing goes away, at which time the general fund deficit would
balloon by its expected value, estimated to be $9.5 million.

Thus, despite city residents approving Proposition D and the specific actions taken to reduce or
control expenditures, City budgets continue to experience structural deficits that have ranged
between $3 million and $7 million. Each year the City has been able to close the budget deficit
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through one time funding transfers, reductions in department expenditures, not filling vacant
positions and employing contingency reserves.

For these reasons, it is the RECOMMENDATION of the Proposition D Independent Evaluation
Committee that the Mayor and City Council keep the District Tax in effect at the full rate of one
percent.

Section 1: National City General Fund Financial Condition — Then and Now

As National City prepared its annual budget for Fiscal Year 2004/05, a $4 million structural
deficit in the General Fund was projected. As with other California cities, National City faced
continual threat from Sacramento as the State tried to balance its budget. Unfortunately history
has taught us that the State seems to view City revenues as a viable source to balance its own
budget. Also facing National City, as well as all other California cities, is the fact that the ability
for a city to raise revenues is very limited due to the California Constitution and various ballot
measures that have been passed by the California voters over the years.

When a city’s general fund is facing a projected budget deficit, there are really only three
choices: 1) Revenues can be increased, 2) Expenditures can be reduced, or 3) A combination of
the first two. In most cases a city’s only real choice is to reduce expenditures. Enhancement of
revenues is very difficult and for the most part it is usually due to natural revenue growth, which
generally occurs slowly, or from economic development programs which, in some cases, can
take many years to see results.

In National City’s case, Proposition “D” was passed by 59% of voters on June 6, 2006. It was
passed as a general tax and therefore could be used for any general fund purpose that the City
Council deemed appropriate. This 1% addition to the general sales tax rate was put into place for
a period of up to ten years. This would allow the City to address the structural deficit and
provide adequate time to develop and implement a strategic plan to eliminate the structural
deficit. Per the ballot measure “The authority to levy the tax imposed by Proposition “D” would
expire ten years from the Operative Date, unless the City Council prior to that date determines
that the levy and collection of the tax is no longer necessary, in which case the City Council has
the authority to reduce the rate of tax, or terminate the imposition of the tax”.

Is the collection of the tax no longer necessary? In order to answer that question a review of the
financial conditions of the General Fund over the time since Proposition “D” was passed is
needed. For the Fiscal Year ended June 30, 2006, National City had total General Fund revenues
of $30,926,229 and total expenditures of $32,768,401 resulting in a deficiency for the year in the
amount of $1,842,172. The table below provides audited revenue information from the 2006
year through 2010.
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Year Ended June 30,
Revenues 2006 2007 2008 2009 2010
Taxes $25,627,904 $31,375,184 $33,638,924 $31,230,431 $29,007,351

Licenses & permits $ 874854 $ 859,430 $ 799,452 $ 723913 $ 551,517
Fines & forfeitures $ 1,003,262 $ 783,056 $ 1,084,647 $ 1,137,181 $ 1,219,418
Interest & rents $ 1,088,901 $ 2,056,097 $ 2,168,962 $ 1,488,925 $ 432,226
Intergovernmental $ 1,131,714 $ 1,259,455 $ 802,557 $ 663,436 $ 571,308
Charges for services $ 925,769 $ 1,318,470 $ 414,298 $ 564,347 $ 482,975
Other revenue $ 273825 $ 430,423 $ 152,148 $ 380,627 $ 593,968

$30,926,229 $38,082,115 $39,060,988 $36,188,860 $32,858,763

As the above table shows, General Fund revenues took a significant upturn in the year ended
2007. Itis clear that the majority of the increased revenues from 2006 to 2007 are in the area of
taxes, and most of this is from the implementation of the Proposition “D” sales tax. By 2008 tax
revenues had increased to $33.6 million, with the City’s traditional 1% tax of $11.8 million,
combined with the Proposition “D” tax of $8.5 million, providing $20.3 million of the total sales
tax revenues. As of 2008, total general fund revenues had reached $39 million. We all know
what happened next, the recession and housing crisis. Both sales tax and property tax, the
mainstays of most California cities, dropped. The Federal Reserve in order to stimulate the
economy started reducing interest rates in order to jump-start the economy. Investment income
dropped at an alarming rate. By 2009 General Fund revenues were down to $36.2 million, and
by 2010 they had dropped to $32.9 million, only about $2 million more than in 2006.

It should be noted that in 2010, the traditional 1% sales tax combined with the Proposition “D”
sales tax totaled approximately $16.6 million, while in 2004 the City’s traditional 1% sales tax
alone was $16.5 million. The recession had taken its toll and the now combined sales taxes have
barely managed to replace just the traditional sales tax revenue when it was at its highs. Itis
difficult to imagine what reductions National City would have had to make these last four years
had Proposition “D” not been in place.

What has happened on the expenditure side over the same time period? The table below
provides audited expenditure numbers over the same 5-year period.

Year Ended June 30,

Expenditures 2006 2007 2008 2009 2010

Current:

General Government $ 3,733,413 $ 3,023,335 $ 3,215981 $ 3,931,370 $ 4,578,197

Public safety $ 23,688,513 $ 23,740,549 $ 25,393,406 $ 26,673,528 $ 28,402,451

Transportation $ 2,662,781 $ 2,592,419 $ 2,678,673 $ 2,726,801 $ 1,777,073

Community development $ 727,936 $ 754,339 $ 1,128,843 $ 26,934 $ -

Culture & leisure $ 1,363,291 $ 1,340,716 $ 1,527,397 $ 2,086,779 $ 1,828,785
Capital outlay $ 417,755 $ 26,793 $ 364,946 $ 1,013,344 $ 301,404

Debt service:
Principal $ 113,186 $ 201,600 $ 196,709 $ 214,837 $ 261,174
Interest & fiscal charges $ 61,526 $ 61,705 $ 66,596 $ 57,481 $ 23,962

$ 32,768,401 $ 31,741,456 $ 34,572,551 $ 36,731,074 $ 37,173,046
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The above table shows that over the five years presented, expenditures have gone from $32.8
million in 2006 to $37.2 million in 2010, an increase of $4.4 million. While most areas shown
have had somewhat marginal increases and decreases, the area of public safety has grown $4.7
million over the time frame presented, thereby indicating that, overall, all of the net expenditure
growth is in this area. Analysis of the audited financial statements indicates that the PERS
Safety contribution rates between 2007 and 2010 varied from 26.870% to 28.806% and covered
public safety payrolls have increased from $8.8 million in 2006 to $11.3 million in 2009. As of
2010, Public Safety expenditures account for 86.4% of the use of total General Fund revenues.
The City appears to continue to look for cost savings measures, such as increasing employee
contribution towards retirement and implementing a two-tiered retirement benefit program.

So is National City’s General Fund in a financial position that it could tolerate a reduction or
elimination of the Proposition “D” sales tax? From a purely financial aspect, this writer would
say no. In 2010 expenditures exceeded revenues and the weakened economy continues to have
negative impacts on the City’s mainstay revenues of property and sales taxes. The largest
challenge that the City faces is implementing a financial plan that will allow the City’s General
Fund to free itself from the need of the Proposition “D” sales tax revenues by the time that they
expire on September 30, 2016.

Section 2: Financial Trends & Outlook

National City General Fund Inflows and Outflows FY 1999 - FY 2010 Between Fiscal
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experience a similar reduction in expenditures. In four of the past twelve fiscal years,
expenditures have been reduced over prior year totals. In general, total general fund
expenditures have increased by an average of 5%

Over the last two years as expenditures have surpassed revenues, the City has also experienced a
decline in budgetary reserves. In FY 2010, the total fund balance for the general fund declined
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from $18.4 million to $11.8 million. The City’s Comprehensive Annual Financial Report for
2010 shows that the decline in budgetary reserves was due to a number actions, including the use
of reserves available at the end of fiscal year 2009 to help balance the 2010 budget by covering
the 2010 general fund deficit.

As mentioned previously,
public safety expenditures
accounts for a large
portion of the City’s
budget. Since FY 1999,
the percentage of the
budget spent on public
safety services has
increased from 71% to
78% as of FY 2010.
Overall, staffing levels
for the City have
increased since FY 2003,
but dropped by 1.5%
from FY 2009 to FY
2010. One way to
evaluate compensation of
cities is by reviewing
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actuarial valuation reports from the California Public Employees Retirement System (CalPERS).
Based on information submitted to CalPERS by the City for the period between FY 2006 and FY
20009, the average payroll per employee has increased from $51,585 to $54,671 for non-public
safety employees, and increased from $73,292 to $86,679 for public safety employees (not

adjusted for inflation).

Since FY 1999, the City
has also experienced
rising pension costs. In
an effort to combat these
rising costs, the City is
now requiring employees
to pay their share of
pension costs, as well as
implementing a second,
low-tier pension plan for
new employees. In the
past, the City has spent as
much as $1.8 million on
behalf of employees for
the “employee share” of
pension costs, also
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referred to as EPMC (Employer Paid Member Contribution). Requiring employees to pay for
their share of pension costs provides immediate savings to the City. Unfortunately, due to
accounting methods on behalf of CalPERS, all cities enrolled with CalPERS may continue to see
increases in pension costs as they continue to pay for past investment losses. It is expected
pension costs for the City will increase by approximately 17% between FY 2011 and FY 2012,
from $5.4 million to $6.3 million.

The City provides a stipend towards the cost of retiree health care for employees that are eligible
to receive pension benefits and with at least 20 years of service. The City pays for this benefit on
a pay-as-you-go basis, meaning only the cost of providing the benefit for retirees is paid by the
City each year; funding of the benefit for current employees is not being set aside. While the
cost of paying this benefit for retired employees amounts to less than $100,000 each year, the
City’s unfunded liability for this benefit will continue to increase if funding is not provided for
current employees that may be eligible to receive the benefit.

Based on projections developed by the City, a deficit is expected each year between FY 2012
and FY 2016, with a projected deficit of $10.9 million for FY 2016. The Proposition D sales tax
increase is scheduled to expire in FY 2016. Between FY 2008 and FY 2011, the City’s sales tax
increase has generated an average of $8.15 million each year. By FY 2016, the City’s sales tax
could account for nearly $9.5 million of the projected deficit. Voters within National City on
two occasions approved a ten year sales tax increase, and thus the tax should continue. In the
interim, the City will need to continue to introduce reform and efficiency measures to limit
growth in expenditures and reduce reliance on the City’s additional sales tax revenue. Finally, in
order to correctly calculate the City’s structural budget deficit, it is important to include the costs
of fully funding the City’s retiree health care benefits as well as understanding the true costs of
maintaining the City’s infrastructure (roads, sidewalks, facilities, etc.) each year.

Section 3: Actions Taken to Improve and/or Stabilize the General Fund

Through a variety of actions the City has been able to balance its annual budget each year since
the General Fund deficit problem first appeared during Fiscal Year 2004-2005 and maintain the
City and the redevelopment agency Standard and Poor’s ratings of A and A minus, respectively.
The most effective actions fall into two general areas, revenue increases and controlling
expenditures, which are summarized below. For a fuller appreciation of the actions taken by the
City please refer to the City Manager’s Budget Message at the front of City’s Annual Budget and
to the Annual Budget presentations available on the City’s web site.

Although the lists below are not comprehensive, the selected actions provide a sampling of the
range and magnitude of the actions taken to adequately confront and prevent the structural deficit
challenge from spiraling out of control. It seems clear that despite all of the actions taken to close
the City’s recurring structural deficit it would spiral out of control without the revenues
temporarily being provided by the District Tax. For this reason the District Tax should remain in
effect.
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Actions Taken to Increase General Fund Revenue.

2006-- Proposition D passed by 59 percent of the voters on June 6, 2006; the measure
increased the local sales tax rate one percent to 8.75 percent from 7.75 percent for a
period of up to 10 years. The City estimated that the additional revenue from the sales tax
rate increase would generate between $7 million and $9 million annually, and to date the
annual collections have been within this range. Cumulatively the City has collected
approximately $30.4 million through fiscal year 2010.

Marina Gateway Development—since 2010 the project has provided approximately
$772,000 annually in redevelopment and municipal tax revenue. The City invested
(contributed) $2.4 million in property tax increment funds to the $61 million
development.

Plaza Bonita Mall--$134 million expansion and improvements should lead to additional
sales tax revenue.

2010—increased American Medical Response franchise fee by $120,000.
2008—internal audit of federal Housing and Urban Development Program resulted in
approximately $3.3 million in recouped program income.

Actions Taken to Control General Fund Expenditures.

Accounting

Quarterly written financial reports to the City Council and residents of National City
provide data on the revenues generated by the District Sales Tax separate from the City’s
general sales tax to increase accountability.

Cost-Cutting

2006--reduced expenditures for City services by 20 percent across the board, saving
$984,000 and a managed attrition program was instituted affecting General Fund
positions in 13 departments.

Since 2006 the city has provided employees with one-time stipends rather than salary
increases. Annual non-pensionable stipends provide a way to limit and control ongoing
salary impacts to the City’s budget. Cost of living adjustments are scheduled to begin in
2012 as required in labor contracts.

2009--the City unblended retiree health care from active employees resulting in no cost
increases in benefits for that year.

2010--the City implemented a 40 hour Employee Work Furlough Program resulting in an
estimated $135,441 savings in salary and approximately $12,000 in energy savings. In
2011 the City negotiated a continuance of the furlough program through 2013 which is
expected to result in $338,383 in savings over the three years.

Consolidating and Restructuring Departments and Divisions

2006— the redevelopment agency was placed under the City Manager resulting in the
elimination of managerial positions.
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e 2008—the Building and Planning Departments were merged, eliminating a department
director position.

e 2009—the Purchasing Division was consolidated into the Finance Department
eliminating a managerial position.

e 2009—the recently merged Building and Planning Department was further consolidated
with the Engineering Department, eliminating a department director position.

e 2011—overall, the City has streamlined its organizational structure from eleven to five
departments, eliminating 20 executive and management level positions.

Managed Attrition

e 2009—the City introduced the Employee Voluntary Separation Program resulting in the
separation of 29 employees.

e 2011—the City reports 71 vacant positions, 61 of these positions are frozen and/or
unfunded and 10 are vacant.

Pension Reform

e 2007—no City employee contributed to their retirement.

e 2009—289 percent of City employees contributed to their retirement.

e 2010—100 percent of City employees contributed to their retirement, and new sworn
police safety positions retirement formula decreases from 3% @ 50 to 3% @ 55.

e 2011—employee retirement contributions from elected officials, executive, management
and municipal employees are increased to the full 8%. Fire safety employees agree to
contribute their full 9% in 3% increments by 2013. New fire safety employees will
receive a reduced retirement formula from 3% @ 50 to 3% @ 55.

Attachment: Proposition D Ballot Initiative
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ARGUMENT IN FAVOR OF PROPOSITION D
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ARGUMENT AGAINST PROPOSITION-D
Whal?!l Another tax increase?
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L'l S

ORDINANCE NO. 2006 — 2278

AN ORDINANCE OF THE GITY GOURGIL
OF THE GITY OF NATIONAL CITY ADDING
CHAPTER 4.60 TO THE NATIONAL GITY MUNICIPAL CODE
TO IMPOSE A TRANSACTTONS AND USE TAX TO BE
ADMINISTERED BY THE STATE BOARD OF EQUALIZATION

BE IT DRDAINED by the Pecpi of ihe City of Nalional City as foBows:

Sectiont.  Thal Title 4 of the National Clty Municipal Code is hereby amended by
adding CGhaptler 4.60 to read as [ollows:

Chapter 4,60
TAANSACTIONS AND USE TAX
Sections: -

4.60,010- Title

4.60.020 Definltlons

4.60.030 “COperative date

4.80.040 Purpbse

4.60.050 Contract with State Board of Equalization
4.60.060 Transactions tax rate

4.60.070 Place of zale

460080 Use tax rate

4.60.090 Adopilon of provisions of state Jaw
4.60.100 timitations on adoption of State law and collection of use laxes
4.60.110 Permit not required .

4.60.120 Exdusion. exemptions

4.60.130 Fermissibla uses

4.60.140 Amendments

4.60.150 Enjoining collection forbidden

4.£0,160 Severabiily

480170 Explration )

4.60.180 Indeperdent committee

AE0010  Tille. Th!smaptershalbeknwnasme'ﬁlydﬂa&omlamimacﬁms
gxgllseTaxomhance' ﬂisonﬁuameshalbeappfmhiehﬂmumpomedlmﬁwdﬂm

,_sq_qgo__pgmgm Asmedhmismaptar.‘cﬁy‘meammemoruabamlcity
mdwarmmmmwtmwmmmmmfmedmaswmr
imposed under the provisions of this ordinance; "ax revenue™ and “tax: revenuves™. meana!
pmaedsofmemmmdbymowmmﬂatedeqmﬁzam

M& Opemmedale‘meamtheﬁmmayhalmemisnmad
andcol!wled. The operative dale shalt be Dctober 1, 2006.mﬂessalateroperamdate
bmnaseﬁa&vemderﬂnmﬁmsdswionmuow

4.60.040 Pumose. This ordinance is adopled to achieve the following, among other

purposes, and direcls that the provisions hereol be nlerprated in order 1o aownpid‘: those -

purposes;
A, Tolmposearela&luansawmanduselaxnamdmmewmmepmmsdm
1.8 {commencing with Section 7251) of Division 2 of The Revenue arid Taxation Code and Section
7285.9 of Parl 1.7 of Division 2 which authorizes the th lo adopt this tax ordinaince whichs shall
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be vperative i a majority:vple of the eleclors voling on the reasure ‘vole to approve the
imposition of the tax at an election catied for that purpose.

B. To adopt 3 telalt ransaciions "and ese tax ordinance that Incorpotates provisions

_ identical 'to those of the Sales and Use Tax Law of the Stata of Callornia insolar as those
provisions &re nol inconsislent with: the requirements and Hmitations comtained in Part 1.6 of
Oivision 2 of the Revenue and Taxation Code.

C. To adopt a retal fransactions and use lax ordinance thal imposes a iax and provides
a measure therelore that can be adminislered and collected by the Stale Board of Equalization in
a manrier that adapls ilself es folly-as practicable to, and requires Ihe feast possie devialion
Irom, the existing slatutory and administrative procedures foflowed by the” State Board: of
Equalizaiion in adminislering and collecting the Califomia State Sales and Use Taxes.

D. To adopt a retad transaclions’ and use tax prdinance that can be administered in a
manner (hat will be, lo the greatest degree possible, consistent with the prowsmns of Part-1.6 of
Division 2 of the Révenue and Taxalion Code, minimize the cost of coltecling the trénsaclions and
use taxes, and at the same time, minimize the burden of record keeping upon persons sub]eet L [+]
laxabonunder the provisions of this ordirrance.

460,050 Contrad w:th State Board of Equalization. Prior lo' the operative dale, the
City shall conlract with The Stale Board of Equalization to perlorm all functions Inddent to the
atdministration and operaion of this Uansactions and use tak didinance; provided, that ¥ the Gity
shall not have conlracted with the State Boand of Equalization prior 1 the operalive date, it shall
-nevertheless so contract and In such a case the operalive date shall be the first day of the first
calendar quaderiotlovmg the exscution of such a conlracd.

4,60.080 - Transactions tax ral e For the privilege of seling tangible pem:hal property
al rerall, a tax is hereby imposed vpon 8l retefers in e incorporated tenilory of the Cily &1 the
1ale ot 1% {one percent) of the gross receipls of any retaller Irom the sate of off tangible persohal

-property sold at relait in said terflory-on and alter the operatwe date-of this ordinance.

4.60.070 Piace of sale. For the purposes of this o'{dinance. all retail sales are
consummated at the.place of business of the relaller uniess e tangible perscnal prdperty soid Is
delivered by the relafler or his agend-1o-an oul-gi-state destination or W a common camier for
delivery to an oul-of-stale destination. The gross’ recelpts from stich sales shall inclide delivery
charges, whan such charges are subject to the state sales and use tax; rsgardiess of the place ko
which delivery is fnde, In the event a retailer hes no permanent place of business inthe State of
has more than one place of business, the place of places at which the retall sales ate
consummaled-shall be determined under rules and regu!a'!ions 1o be prescribed and adcpted by -
the Stale Board of Equalization,

4.60.080 Us» tax rate. An excise lax iz hereby lmposed on the storage. use or.other
consumption in-the Cty of tangible personal propérty purchased from any retaler on and after the
operative dale ol this ordinance for storage, use o ather consimptioh En saild tenitory at the mle

ol 1% (one. perceit) of the sales price of. tha property. The sales price shalt include delivery
chasges when such charges are subiecf to stale sales or use tax regaxtﬂebs of the place to which
defivery Is riade.

' {aw. Excepl as ‘otherwize pfcwded in this’
otdinance and m:cept hsotar as mey are lnconslslerﬂ with the provisions of Part 1.6 of Division'2
of the Ravenue and Taxaﬂon Cade, a¥ of the provisiins.of Part 1 {commencing wilh Seclion.
6001} of Division 2 of tha Revenue-aid Taxatioh. Codb are hereby adopted and made apart of,
this wdmance ag lhough fully sel forth béreln.

imitatio “state law ri of use taxes. In adopting
theprovisloﬂscﬂ’aﬂ1olDMsIononheRekueamehmcm -
A Wherever the.State ol Caifornia is named or referred to as ‘the taxing hgency, the
namé-of this City shalt be subsiiluted theréfor. However, the- substjution shall not be made when:
1. The word “Stale” is used as = pait of the fila of the Stale Controtler, State
Treasuser, Stale Board of Gontrol, State Board of Equakzalion, State Treasury, oi the: conslnunon
of the State of Calfomia;
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2. The result of that substitulion would requine actien lo be taken by or against this
City or any agency, officer; or empioyee tereof rather than by or against the State Board of
Equalization, in pedurming the. funclions incident 1o the “administration of pperation of lhis
Ortinance.:

3., In those sections, including, bt not necessanty Emited 10 sections refening o the
extedor boundaries of the State of Cakfomia, where the result of the substitution wotdd te to:

- a  Provide ary exemplion from this 1ax with respedt o certain sales, slbyage, use
of athér consumplion of fangiig personal property which would nof offierwise ba exempt from.
this tax while such sales, slorage, usa or gther mwnpﬁm semain subject 16 tax by the Stale
under the provisions of Part 1 ol Division 2 of the Revenus-and Taxation Code, on-

b. lnmosaﬁslaxwﬂ:mpadhceﬂansales.stomge,tmoroﬂter
consumplion of tangible personal propeny which would not be subject 10 tax by the stals udder
e sald provision of that code.

" 4, In Sections 5701, 6702 [exeepl it the last sentence !hereoﬁ 671, 6715, 573?
6787 or 6828 of the Revenus and Taxation Code.
- B. The word *City" shal beamnutedforthewd"sme mhaplmsa‘retalerengaged
i business In this Stale® it Seclion 6203 andh!.hedeﬁdtlmol tha! phrase in Secion 6203.

JJEQJ_U__MM Ilase!efspennilhasbemtsmmdloa reiaierunder
Sacuon 6067 of the Beveme and Taxation Code, an adtional Iahsactor's permit shall mt be
requ:redbym;sordmm .

im__ﬁx_cl_bmgﬁnﬁg:ﬁ
A Masmwmwmmmmadmmmmmmmmm
ammmlolanysalaslaxoruselaxknpomwma&axadcaﬂmﬂaorwwuty.dyand

' “county, Of counly pursiant o tha Bradley-Bums Uniform Local Sales and tsa Tax Law of the

‘amount of afy stale-administared transactions or vss lax.

B. There are exempled from mecorm.mahm of the amouni of iransacfions tax the gross

receipts fron:

1. Saleso“anguepemmalpmpmy diher than fuel of pelrlenm prodicts, 1o
operatorsdaxmﬂbbemedwmmedmhdpaﬂymﬂﬁde&ecwﬂyh%ﬂxesa!em
mmﬁ:mmudmﬁhhmdmdwammmdpemm
property under thé authorly. of mhmdmswte.mmledsmm a-any:m;gn
governmen,

2. Saiesdpropa‘lylobeusedmﬁem&fwﬁdlks!\bpedbapumwm
the City, pursuanl o the contract Of sils, by delivery to such poind by the retalier or his agent, of
by delivery by the retaller to a caurier for ghipiment to 2 consignies al such poinl, For the pmposes
of this paragraph, delivery Vo @ point outside tha City shall be satisfed:

: a  Wih respect b vehides (othar than commercial vehicles) subfect to
registralion purdudnt % Chapler 1-(commencing with Section 4000} of Dhision 3 of the Vehicle
Code, siroralt Weensed in pomplance with Secton 21411 of the Publis Dtities’ Code, and.
undocumentad vessels mmramomastmnmuwnswmssmam
Vehicle Code by registration lo an oul-ob-City address and by .a déclaration under penalty of
pedw.ﬁmbymemwm&qmmamis W fact, his o her priacipal place of

b.. wmwbmmwmnaMdm
out-of-City and' deciaration undar penalty of perjury, signed by-the buyer, that the vehicls will be
‘opelaledh'om'maddzm

‘3. Thesateu!tangihlepmxalwopaﬂylﬂnsekrmobﬁgatedwmmm-

wmmmmgfxmpmmmmamMMemﬂmmmmopetamadaiedm
(o] ance, .

" 4. Aleaseof tangible peisonal propery whicl Is & contiruing sale-of such property,
loranypefiodoﬂimeiormmmisob@ambieasahepmpmjyloranmmdby
meleasapdorlotheppemﬁvedatedws«dhame

5. For the puposes of 3andiownssubsedm8meaaleorhease
onangiblepersonalpropatyshalhedemedmlbbeobﬁgatedp\xswmuawm«base
fo;anypedodoftunelorvdudzanypaﬂytomaconh'adorleasehasmmooncihmalnthto
{eminale the conimdorlease upon nolice, whelher or not Such right is exercised. :
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C. There are exempled from the use tax imposed by this ordinance, the slorage, use of
other consumpliod in this City of langible persanal propery:

1. The gross receipts irom the sale of which have been subjec! o a transactions tax
under any state-administered lransactions and use lax ordinance.

Gther than luel or petroleum producis purcha'sed by operators of afrgrali and used
o consumed by such opertors diredtly and exclusively. in he use of such ajreran as common
. camiers, of persons oF prapédy for hire or compensation under a certificale of public convenience
and necessity issued pirsuant 1o the laws of thig Stite, the United States, or any loreign
govemment. This exemplion is in.addiion lo the exemplions provided in Seglions’ 6366 and
6366.1 of the Revenue and Taxabion Code-of the State of Caifolnia. -
’ 3. Uhhe purehaser is obl‘ngalad 1+] purd:ase the propedty for a fixed price pufsuant o,
a contract enteredinlo prior lo the operative date of this ardinance,

4. f the possession of, or the exercise of any right of power over, the tangible
personal property arises urier a lease which Is a conlinuing_ purchase of such.piopery for any
petiod of time for which the Jessee is obiigated to lease the propery for 2n amount fixed by &
fease prior 10 the eperaiive date of his ordinanca.

5. . For the purposes of subparagrajhs 3 and 4 of Iis subsemm C, storage, use, or

» olher consumplion, o possession of, or exércise of any fght o powes ‘over, tangible: parsonal

property'shall be deemed not to be obiigated pursuant ta & contract or lase for sny perlod of sime

for which any party ‘o the contract of lease has Ihe unconditional ight to lerminale the conltact or
tease upon notice, whether or nol such ight is exércised. -

6. Excer as provided b subparagraph 7 of.this subsection €, a retailer engaged ]
-busiiess, In the’ Cly shall not be required 10 coliec! use tax from the purchaser of tangibie
perconal properly, unless the retailer ships of delivers the property indo the Cly or pariicipates
m‘thmlhﬁ Cily in making the sale of the propedy, inckdng.bmm!imﬁedto.so!mmor
recelving the order, either directly or indirettly, al a placé of business of the Tetaller in the Glly of
through any représentative, agent, canvasser, solicitor, subsidiary, or person in the Gity- undar the
au’thon‘ly of the retailer. - ‘

7. "Aretailer engaged in business in the Gliy” shall also Include any refader of any of
Ihe Iofiowing: vehicles subject lo registration pwisuant lo Chapler ¥ (commendng with Seclion-
4000} of Division 3 of the Vehicle Code, alicrafl Bsensed in compllance willi Section- 21411 of the
Pubbc Utilties Code, or yndocumented vessels registérad under Divislon 3.5 (cormencing wih
Section 8840) of 1he Vehicle Code. That relaier shall be required & collect use tax from any
purchaser wiio ragisters or Beenses the vehicle, vessel, or gircralt at an address in the Cily.

. D Anypemmsunadmuselaxunderhsorﬁhancemycreﬁtagahstﬂmtlaxany
{ransaclions tax or rekmbursement for ransaciions. lax paid to s distict impoging, or releiler fable
for a-ransacifons tax pursuant to.Pan 1.6 of Division 2 of the Revenue and Taxation Code with
respec] to the sale to the person ol the property ‘the slorage, use of ollier congilTigiiors of Wiiich is
subjec! to the use lax.

1.60.130 Permjssiblg uses. The revenues of the lax shali be deposited In the City's
general fund ard niay be used for any legal munlcipal purpose.

M&m AR amendmenis subsaquent 10 the eflective date of this
ordinanca 1o Farl 1 of Dhiskon 2 of the Revene and Taxation Code selating to sales and we
taxes and which Are nof inconsistant with Part 1.6 and Pait 1,7 of Bivision 2 of the Revenue and
Taxallon Code, and alt amendmenis 1o Part’ 1.6 and Part 1,7. of Division 2 of the Revenue and
Taxalion Code, shall sutomatically become a pan of this ordinance, provided however, Wirat no
2 - such amendimerit shall operate £o'as to-afiect the rate of lax imposed by Hie ordnanca

460160 _ _Enjokiing coiection forbjdden. No ‘infunction o1 ik of mandale of other legal
of equitable process shafl issue in any sult, action or proceeding in &y coudt against the Slale or
the City, or against any officer of the Stale, or lhe CRy. 10 prevent or enjoln the colection under
this ordinante, of Pait 1.6 of Division 2 of the Revenue and Taxalion Code, of my ax or any
amount of lax required to ba eollected,
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4.60.160 Severabiliy. . if any provision of this ordinance or the application thereof to
any person ot circumstance Is held invalid, the remainder-of the-ordinance and the application-of
such pravision to other persons o Circumslances shall r_mt be affected therely.

4.80.170 Expiration. The autheity to levy the fax Imposed by ihis Chapler shall expire
1en {10) years from the Dpemlive Date, unless the City Countil prior to that date determines that
ihe tevy and coliection of the lax s no longer necessary, in which case the CRy Councll-bas the
authority to reduce the.rale of-tax, or 1o leminale. the imposition of the lax. The Ciy shall
mnedzalew notily the State Board of Equatization in vafing in the event What tha tax & reduced or
lerminated. The operalive date of such rale reduction o temninalion ghall be he ﬁsl i)
calendar quarter commefmng more than one hundred and ten {110) days’ aRer the Board of
Equalizalion receives such notice of lem-u[nallon

4.60.180 I_r_vq pendent commitias. Evésy e {5) vears the Mayor, with approval of the
C“ty Caouncit, sha!! appoint an independent commitles compised of three (3} experls in financial
mallers, who wili report \heir recommendaitions 1o the Mayor-and Cly Council as to whether the
transaction and use. tax should remain heﬁeclaurwra!eo[mapermm(‘m), or whether the
City Cotneil should reduce the rate of tax o termninate mimmaﬂmofﬂ:e kax pursvant to
Secﬁon 4.60.170. )

Secliunz. This ordinahce.loﬂowhgnsaﬂopﬁonbyalieasl4alﬁ:malmwlesofme
City Council and its pubjication, shall become effective upor the approval of the fax imposed
hereunder by & majority of the voters of the Gty voting thereon at an efeclion calibd for thit
puipose. The "operalive dale”™ ofﬂmtaxmposedhere!mrsm!beasprovmedmsm
4.60.030,

PASSED and ABOPTED by the City Coundl of I.he Clty of National City, Cat'lamta on
February 7, 2006, by the following vote, lo-wit:

—

Ayes: Counculmembers lnmm:a Momon Halividad, Parra, Zarate.
Nays: Nona.
o, Absent: Hone.
f ) Abstaln: None. .
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