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Agenda Item #:

Staff Report
City of Manhattan Beach

TO: Honorable Mayor Ward and Members of the City Council
THROUGH: Richard Thompson, Interim City Manager\(L\/

FROM: Bruce Moe, Finance Director
Steve S. Charelian, Revenue Services Manage@

DATE: January 19, 2010

SUBJECT: Consideration of Resolution Adjusting the FY 2010-2011 Business License Tax by
the Consumer Price Index.

RECOMMENDATION:

The Finance Subcommittee and staff recommend that the City Council: a) conduct a public hearing,
and b) adopt Resolution Number 6238 decreasing the Business License Tax rate by 1.0% to adjust
for the Consumer Price Index (CPI).

BUDGET IMPLICATION:

Assuming that gross receipts stay relatively similar to this past year, staff estimates that business tax
revenue will decrease by approximately $26,000 due to the 1% decrease in the CPL. However,
because the majority of business licenses are based on gross receipts, and the tax is calculated on
the prior year’s tax returns (in this case 2009, which is assumed to be lower than 2008), we expect a
decline in revenues greater than the $26,000. The precise decline will not be known until the
license-tax-collections are substantially completed in April 2010. However, in anticipation of this
decline, staff budgeted this revenue source 8% below the prior year actual collections.

DISCUSSION:

Section 6.01.320 of the Municipal Code provides for the annual (increase or decrease)
adjustment of business license tax rates by the Consumer Price Index (CPI). The adjustment is
based on the Bureau of Labor Statistics — Consumer Price Index for the preceding September.
The September 2009 CPI reflected a decline of 1.0% compared to last year’s CPI increase of
4.5%. This does not automatically translate into a negative 1.0% tax decrease for the reasons
stated above. For comparison purposes, staff has prepared an analysis of the difference in rates
for the current year and proposed rates (please see the business license tax analysis — attachment
2).

On December 15, 2009, the Finance Subcommittee approved the proposed adjustment to the 2009-
2010 Business License Tax. Aside from the decrease, there are no other significant changes to this
year’s business tax resolution. The business license tax year is from March to February.



Agenda Item #:

Staff recommends that the City Council conduct the required public hearing in order to implement
this change. The public hearing was properly noticed in the January 5, 2010 edition of the Beach
Reporter.

Staff contacted the Chamber of Commerce to advise of this year’s adjustment.

ATTACHMENTS:

a) Resolution No. 6238

b) 2010-2011 Business License CPI Tax Analysis

c¢) Proposed 2010-2011 Business License Tax Resolution

Page 2



APPROVED ASJIQ FO

By

City Attorney

RESOLUTION NO. 6238

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
MANHATTAN BEACH, CALIFORNIA, DECREASING THE BUSINESS
LICENSE TAX BY CPI AND RESCINDING RESOLUTION NO 6169 AND
ALL RESOLUTIONS OR ORDERS IN CONCERT THEREWITH

WHEREAS, the Business License Tax has been adjusted annually (since
1980) to refiect the increase or decrease in the Consumer Price Index (CPl), and the decrease
of 1.0 percent in the CP! this year is calculated from September 2008 to September 2009.

NOW, THEREFORE, BE IT RESOLVED THAT THE CITY COUNCIL OF THE
CITY OF MANHATTAN BEACH, CALIFORNIA, DOES HEREBY DECLARE, FIND,
DETERMINE AND ORDER AS FOLLOWS:

SECTION 1. The business license tax rates as set forth in Attachment 1,
attached hereto and incorporated herein by this reference, are hereby established as the
business license tax rates for the City of Manhattan Beach.

SECTION 2. Pursuant to the authority of Manhattan Beach Municipal Code
section 6.01.320 the Business License Tax rate as set forth in Attachment 1 is adjusted to
reflect the decrease of 1.0 percent in the CPl, as calculated from September 2008 to
September 2009.

SECTION 3. This resolution shall take effect March 1, 2010.

SECTION 4. The City Clerk shall certify to the passage and adoption of this
resolution; shall cause the same to be entered among the original resolutions of said City; and
shall make a minute of the passage and adoption thereof in the records of the meeting at which
the same is passed and adopted.

SECTION 5. The City Clerk shall cause a summary of this Resolution to be
published as provided by law. Within fifteen (15) days after the adoption of this Resolution, the
City Clerk shall cause a summary to be published with the names of those City Council
members voting for and against this Resolution and shall post in the office of the City Clerk a
certified copy of the full text of this Resolution along with the names of those City
Councilmembers voting for and against the Resolution.

PASSED, APPROVED AND ADOPTED this 19" day of January, 2010.

Ayes:
Noes:
Absent:
Abstain:

Mayor, City of Manhattan Beach, California
ATTEST:

City Clerk
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