
 
 Agenda Item C.2 

DISCUSSION/ACTION ITEM  
 Meeting Date: June 17, 2008 

 
 
 
TO: Mayor and Councilmembers  
 
FROM: Daniel Singer, City Manager 
 
CONTACT: Tina Rivera, Finance Director 
 
SUBJECT: Business License Options 
 
 
RECOMMENDATION: 
 
A. Receive an oral report from staff on input received as a result of outreach effort 

to business community; and  
B. Provide direction to staff on placing a tax initiative on the 2008 General Election. 
 
BACKGROUND:  
 
At the May 29, 2008, Business License Study Session, Management Partners 
presented the City Council and the public with the findings and recommendations 
regarding a Business License program.  After much discussion on the matter, Council 
requested that additional input be solicited from the business community.  In that effort, 
a bilingual letter from the Mayor was sent to Goleta businesses requesting their input, 
by either a brief online survey, email or call, or in person at tonight’s meeting.   
 
The City Council also directed staff to prepare a draft business tax ordinance for further 
discussion and consideration based on recommendations made in a motion by 
Councilmember Onnen and passed by the Council.  The motion recommended focusing 
a future business license program on a per employee formula aimed at generating 
approximately $750,000 a year for the City.  Further details were also included in the 
motion, which have been incorporated into a proposed program. 
 
DISCUSSION: 
 
In order to provide the Council with as much public input as possible, staff will compile 
all feedback and survey results up until the day of the Council meeting and share those 
results with the Council. 
 
Included as Attachment 1 to this report is the draft ordinance which is based on 
Councils initial direction, including the items listed below.  The applicable sections of the 
corresponding draft ordinance are noted following each item.  To ensure that staff has 
accurately captured Councils direction; staff is recommending a careful and thorough 
review those sections of the ordinance.  
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1. A tax ordinance solely for revenue generating purposes (Section 5.04.050); 
2. A per employee fee structure with optional inflationary increases (Sections 

5.04.390 and 5.04.400); 
3. A program administrative fee that is waived the 1st year of program 

implementation (Section 5.04.910); 
4. A reduction in tax as an incentive for startup businesses during the first three 

years of operation (Section 5.04.900); 
5. Exemptions in our current ordinance in addition to those otherwise exempt by 

law (Sections 5.04.650 thru 5.04.695) (Attachment 2 also identifies 
exemptions given in other communities). 

 
The ordinance also addresses the basic sections of a business license program which 
includes: 

• Defining the duties of the Tax Collector  
• Definitions  
• Conformance to Code Requirements 
• Compliance Requirements 
• Procedure for Location Change  
• Due Dates  
• Duplicate Receipt Fees  
• Application and Renewal Processes  
• Confidentiality of Information Collected  
• Accrual of Penalties  
• Appeals   
• Refunds  
• Enforcement  
• Rate & Fee Structure 
• Subcontracting 
• Exemptions  
• Posting, Record Keeping and Inspections  
• Tax Rate Reduction – Start-up Business 

 
The draft ordinance excludes any regulatory components including those that are part of 
the current ordinance.  Staff is proposing that these items be addressed in a separate 
ordinance which is not subject to voter approval.  Staff recommends referring the matter 
of regulatory compliance to the Council’s Ordinance Committee to develop such an 
ordinance.  Attachment 3 identifies potential regulatory components related to business 
operations which the Ordinance Committee may wish to consider.  
 
In the drafting of the ordinance, staff made various critical assumptions that are a matter 
of policy and therefore should be confirmed or revised by the City Council.  These 
include: 

• The meaning of a Fulltime Employee Equivalent (Section 5.04.010(5)) 
• The fee schedule for Real Estate Brokers and Agents (Section 

5.04.430) 
• Real Estate Developers are taxed in accordance with Section 5.04.390  
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• The current ordinance imposes a tax on all individual residential or 
commercial rental property owners since operating a rental property 
would be considered carrying on a business. 

• There is no special tax provision for one-day or special events such as 
craft fairs, fiesta vendors, etc. 

  
If Council wishes to pursue a Business License Tax, such an action would be subject to 
a simple majority vote by the Goleta electorate, under Proposition 218.  In order to place 
such a measure on the November 2008 General Election, the ballot language would 
need to be provided to the County by July 3, 2008.  Staff would, therefore, require 
specific direction as to the tax rate per employee in order to finalize and bring back to 
Council a complete Business License Program Ordinance.  To facilitate that decision, 
the chart below depicts a couple of rate scenarios (a Gross of $750,000 and a Net of 
$750,000) and possible allocations for the revenues generated.    
     
 Gross Net 

Fee Per Full Time Employee Equivalent  $ 25  $ 35  
Tax Revenue Generated  $ 750,000  $ 1,040,000  

ALLOCATIONS:   
Program Administration  $   90,000  $      90,000  
Economic Development  $ 200,000  $    200,000  

Net  $ 460,000  $    750,000  
  

Recreation $ 400,000 $    500,000 
Enhance Public Safety $   60,000 $    150,000 

Infrastructure Maintenance/Improvement $            - $    100,000 
Total $ 460,000 $    750,000 

   
 
 
Staff is prepared to answer any questions and awaits further direction by Council. 
 
STRATEGIC PLAN: 
 
Revising the Business License Tax program is consistent with the Goal in the Goleta 
Strategic Plan entitled, “Sustain Sound Fiscal/Budgetary Planning.” Specifically, revising 
the Business License program meets Objectives “Revision of the Business License 
Policies/Program” as well as “City Revenue Options” and moves the City closer towards 
realizing its vision as defined within the City’s Strategic Plan. 
 
 
LEGAL REVIEW: 
 
The City Attorney has reviewed the ordinance presented. 
 
ALTERNATIVES: 
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A. Direct staff to finalize the Business Tax ordinance, based on additional direction 
provided, and to place on the November General Election. 

B. Take no action by which the existing Business License Program would be 
retained.  

 
 
Submitted By: Reviewed By: Approved By:  
 
 
____________________ ____________________ ____________________ 
Tina Rivera  Michelle Greene Daniel Singer 
Finance Director Admin. Services Director City Manager 
 
 
 
 
Attachments: 
 

1. Goleta Business Tax Ordinance 
2. List of other exemptions 
3. List of specially regulated businesses 
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