SPECIAL MEETING

TOWN OF LOS GATOS
TOWN COUNCIL AD HOC CITIZEN
COMMITTEE

Town Council Ad Hoc Citizen Committee
Marico Sayoc, Vice Mayor AGENDA
Steve Leonardis, Council Member

Lee Fagot, Resident
Mark Robinson, Resident TOWN COUNCIL CHAMBERS

Jak Van Nada, Resident 110 EAST MAIN STREET

February 18, 2016 — 1:00 P.M.

MEETING CALLED TO ORDER

ROLL CALL

VERBAL COMMUNICATIONS (Three minute time limit)
1. Approve the February 4, 2016 Ad Hoc Committee Draft Minutes
2. Discuss Information Contained in the Staff Report

3.  Review of Ad Hoc Citizen Committee Timeline and Next Steps

ADJOURNMENT

Attachments:
1. February 4, 2016 Ad Hoc Committee Draft Minutes (Item 1)

2. Staff Report (Item 2)

cc: Post (also posted on Town Web)
Town Council

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the Town Manager’s Office at (408) 354-6834. Notification 48 hours before the meeting will enable the
Town to make reasonable arrangements to ensure accessibility to this meeting [28 CFR §35.102-35. 104]




MEETING DATE: 02/18/16
ITEM NO: 1

DRAFT

TOWN OF LOS GATOS
AD HOC CITIZEN COMMITTEE
February 4, 2016, 1:00 p.m.

110 E. Main Street
Town Council Chambers
Los Gatos, California

MINUTES

Call to Order
The Ad Hoc Citizen Committee meeting was called to order at 1:00 p.m.

Members and Staff present:

Vice Mayor Marico Sayoc

Council Member Steve Leonardis

Lee Fagot, Resident

Mark Robinson, Resident

Jak Van Nada, Resident

Laurel Prevetti, Town Manager

Jennifer Callaway, Assistant Town Manager
Stephen Conaway, Finance Director
Christina Gilmore, Assistant to the Town Manager
Shelley Neis, Clerk Administrator

Gitta Ungvari, Administrative Analyst

Verbal Communications

None

Agenda Items
1. Welcome and Introductions
The Committee and staff introduced themselves.
2. Selection of Chair and Vice Chair

The Committee unanimously approved Lee Fagot as Chair and Mark Robinson as Vice Chair.

February 4, 2016 Minutes
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3. Discuss the Committee Role, Scope, and Process

The Committee reviewed and discussed the Committee Role, Scope, and Process as outlined in
Attachment 1, including:

e Ad Hoc Citizen Committee scope of work
e Transient Occupancy Tax (TOT)

e Utility Use Tax (UUT)

e Committee Timeline

The Committee requested staff return at the next meeting with additional background
materials and information on the Town’s finances to assist the Committee in its continued
discussion of a potential TOT or UUT ballot measure:

e FY 2015/16 Operating Budget

e General Fund Expenditures and Revenues for the last 10 to 12 years

e (Capital Improvement Program Budget

e Unfunded CIP project list

e Police Services Analysis

e Matrix of other jurisdictions’ TOT and UUT Revenues over time

e Background information about the Town’s prior consideration to place a UUT tax on a
ballot

* Report to the Finance Committee (January 2016) regarding unfunded pension liabilities
for sworn and non-sworn employees

e Data from the League of California Cities or other sources regarding tax measure success
for local governments

e C(Clarification regarding the Town’s role in its own ballot measures

The Committee also requested that the staff begin to prepare information regarding the Town’s
cost saving measures and other fiscally prudent activities to demonstrate that the Town has
taken actions to demonstrate responsible fiscal management. The Committee expressed
interest in making sound arguments for a potential revenue source for capital projects.

4. Future Scheduling and Potential Topics

The Committee set the following meeting dates in order to report on its progress to the Town
Council in March:

e February 18, 2016
1:00 P.M. -2:30 P.M.
Town Council Chambers

February 4, 2016 Minutes
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e February 22, 2016
1:00 P.M. -2:30 P.M.

Town Council Chambers

Adjourned at 2:18 p.m.

February 4, 2016 Minutes
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MEETING DATE: 02/18/16
ITEM NO: 2

AD HOC CITIZEN COMMITTEE REPORT

DATE: FEBRUARY 12,2016
TO: AD HOC CITIZENS COMMITTEE

FROM: LAUREL PREVETTIL, TOWN MANAGER( A lie el 777y u*//;{
SUBJECT: REVIEW AND DISCUSS BACKGROUND MATERIALS AND INFORMATION

ON TOWN FINANCES, UTILITY USER TAX (UUT), AND TRANSIENT
OCCUPANCY TAX (TOT) BALLOT INITIATIVES

RECOMMENDATION:

Discuss the information contained in the staff report.

BACKGROUND:

At its February 4, 2016 meeting, the Ad Hoc Citizen Committee directed staff to return with additional
background materials and information on the Town’s finances to assist the Committee in its continued
discussion of a TOT or UUT ballot measure that included the following:

e Fiscal Year (FY) 2015/16 Operating Budget

e C(Capital Improvement Program Budget

e Police Services Analysis

e General Fund Expenditures and Revenues for the last 10 to 12 years

e Unfunded CIP project list

e Matrix of other jurisdictions” TOT and UUT Revenues over time

e Background information about the Town’s prior consideration to place a UUT tax on a ballot

e Report to the Finance Committee (January 2016) regarding unfunded pension liabilities for sworn
and non-sworn employees

e Data from the League of California Cities or other sources regarding tax measure success for local

governments
e C(Clarification regarding the Town’s role in its own ballot measures

PREPARED BY: ONWAY CHRISTINA GILMORE =W BXZ
Finance Diyector Assistant to the Town Manager
Reviewed by: Assistant Town Manager Town Attorney /Zc'/Finance

N:MGR\AdminWorkFiles\Council Committee - AD HOC CITIZEN\February 18, 2016\Item 2_Ad Hoc Committee_Staff Report_02.18.16.doc



PAGE 2
AD HOC CITIZENS COMMITTEE
SUBJECT: REVIEW AND DISCUSS BACKGROUND MATERIALS AND INFORMATION ON THE

TOWN FINANCES, UTILITY USER TAX (UUT), AND TRANSIENT OCCUPANCY
TAX (TOT) BALLOT INITIATIVES
FEBRUARY 12, 2016

DISCUSSION:

Information about the Town’s FY 2015/16 Operating Budget, Capital Improvement Program and analysis
of Police Services can be found on the Town of Los Gatos website. Links to each document are provided

below.

FY 2015/16 Operating Budget
http://www.losgatosca.2ov/21/Operating-Budget

Capital Improvement Program
http://www.losgatosca.gcov/DocumentCenter/View/8270

Analysis of Police Services In-House and Contract Service Models
http://www.losgatosca.gov/documentcenter/view/15379

The analysis of police services in-house and contract service models includes future pension and health
benefits. Pension and health benefits are rolled into each Department’s annual operating budget.
Included in an employee’s total compensation is the cost to the Town for benefits, including the current
year’s benefits and future promises for health and pension. If police services were to be contracted out
those future costs would be eliminated. As indicated, this was accounted for in the analysis provided.
Existing pension and health promises, those made to current and past employees, will remain the
obligation of the Town, regardless of the police services model. The courts have ruled that these benefits
are vested rights of the employees and obligations that remain with the jurisdiction promising them. This
is further explained in Attachment 9 report to the Finance Committee regarding unfunded pension
liabilities for sworn and non-sworn employees. Since these already promised benefits would remain the
obligation of the Town, these past promises were not included in the police services analysis.

Additional Background Materials

Detailed General Fund revenues and expenditures are provided from FY 2007/08 to FY 2015/16. The
Committee requested ten to twelve years of historical data, however, the current financial system only has
data since FY 2007/08. The Town upgraded its financial system in late 2007 and the old financial system
is not supported by the former vendor anymore.

Additional background information about the Town’s historical data on UUT and TOT ballot initiatives
and other information as requested by the Committee are provided as Attachments 1 through 11 to the

staff report.
Clarification regarding the Town’s role in its own ballot measures

The California Supreme Court, in Vargas v. City of Salinas clarified some of the legal ambiguities
governing the use of public funds in connection with election campaigns. California Government Code
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TOWN FINANCES, UTILITY USER TAX (UUT), AND TRANSIENT OCCUPANCY
TAX (TOT) BALLOT INITIATIVES
FEBRUARY 12, 2016

section 54964(b) prohibits a local agency’s expenditure of funds for “communications that expressly
advocate the approval or rejection of a clearly identified ballot measure.” In Vargas, the State Supreme

DISCUSSION (cont’d):

Court reverted to the more fact-based, analytical approach of its earlier decisions on public agency
electoral activities. This approach emphasizes considering such things as the “style, tenor and timing” of
communications to determine when public agency ballot measure materials and activities step over the
line (known as the Stanson v. Mott standard). The Court tried to clarify the standard by creating, in

essence, three categories of activities:

e Those that are usually impermissible campaign activities;
e Those that are usually permissible informational activities; and
e Those that may require further analysis under the “style, tenor and timing” test.

Impermissible activities include bumper stickers, posters, advertising “floats,” television and radio spots,
and billboards. Another improper activity is using public resources to disseminate advocacy materials
prepared by others. “Promotional campaign brochures™ and similar materials are also not allowed, even
when those documents contain some useful factual information for the public.

Permissible activities include:

e Taking a position on a ballot measure in an open and public meeting where all perspectives may
be shared;

e Preparing staff reports and other analyses to help decision-makers determine the measure’s impact
and what position to take;

e Responding to inquiries about ballot measures in ways that provide a fair presentation of the facts
about the measure and the agency’s view of a ballot measure’s merits;

e Accepting invitations to present the agency’s views to organizations interested in the ballot
measure’s effects; and

e Sharing the agency’s views on and analyses of a measure’s impacts and merits.

The safest approach is to share information in a simple, measured, and informative way. The information
should be delivered through regular agency communications channels (for example, the agency’s existing
website and newsletter) in a way that emphasizes facts and does not use inflammatory language or
argumentative rhetoric. The communication should not encourage the public to adopt the agency’s views,
vote one way or another, or take any other actions supporting or opposing the measure.

Consultant Costs

Based on information obtained from a presentation presented at a recent League of California Cities
(LCC) City Clerk seminar, consultant costs to place a ballot measure on the November 2016 ballot is
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TOWN FINANCES, UTILITY USER TAX (UUT), AND TRANSIENT OCCUPANCY
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estimated to be $40,000 (polling only) to $150,000 (polling, outreach, and other services) depending on
the level of consultant involvement.

CONCLUSION AND NEXT STEPS:

Staff recommends that the Committee review and discuss the information provided as attachments to the
staff report.

COORDINATION:

The preparation of this report was coordinated with the Finance Director, the Town Attorney, the Clerk
Department, and the Town Manager’s Office.

Attachments:
General Fund Expenditure by Department (FY 2007/08- FY 2015/16)

General Fund Revenue by Type (FY 2007/08- FY 2015/16)
Plan Bay Area and VTP 2040 Draft Project List
Utility User Tax Facts
Utility User Tax Information
Transient Occupancy Tax (TOT) Information
Exhibit A — Transient Occupancy Tax Town Code (Sec. 25.30.010-25.30.75)
Exhibit B — Ordinance No. 911
Exhibit C — Ordinance No. 946
Exhibit D — Ordinance No. 1289
Exhibit E — Ordinance No. 1362
Exhibit F — Ordinance No. 1561-A
Estimated cost for the November 2016 Election
Historical information for 1996 Measure C Ballot Initiative
Staff report from December 22, 2016 Finance Committee Meeting
0. League of California Cities Working on a Ballot Measure Campaign: Some Rules for City of
Officials
11. Brown Act and Fair Political Reform Act Presentation
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| CaliforniaCityFinance.com Updated July 2015

B The California Local Government Finance Almanac

Utility User Tax Facts

| The Utility User Tax (UUT) may be imposed by a city on the consumption of utility services, including
j (but not limited to) electricity, gas, water, sewer, telephone (including cell phone and long distance),
| sanitation and cable television.' A county may levy a UUT on the consumption of electricity, gas, water,
sewer, telephone, telegraph and cable television services in the unincorporated area.”

|
B
; ' The rate of the tax and the use of its Cijties and Counties With UUTs as of 7/1/2015

revenues are determined by the local California
agency. The tax is levied by the city or Cities |[Counties Population
county on the consumer of the utility covered
services, collected by the utility as apart ~ Number with UUT 158 4 162 50%
of its regular billing procedure, and then ~ Telephone UUTs 150 4 154 49%
remitted to the city or county. Electricity 157 4 161 49%
] 157 4 161 49%
Most of the cities and counties with  oo° 3
. Cable TV 90 1 91 20%
UUTs adopted the taxes prior to 1986 by
. ; ; Water 86 1 87 21%
vote of the city council (or in the case of = g 1 9 o
a county UUT, the county board of g i
Garbage 12 0 12 1%

supervisors). Any increase or extension
of a local tax now requires voter
approval. Currently, all city UUT levies in California are general taxes. Statewide, city and county utility

user taxes generate nearly $2 billion per year.

San Francisco is counted as a county

| Exemptions
| State and federal government agencies, and gas and water used by utility companies to generate
electricity are exempt from utility user taxes.

UUTs on Telephony

The application of utility user taxes to certain telephone services has been a topic of substantial legal
and legislative turmoil due to changes in technology and federal law.

UUTs and the FET

Many Utility User Taxes in California include reference to the Federal Excise Tax (“FET”)" commonly
limiting the application of the utility user taxes to charges that are “subject to” the FET. Telephone calls
which are not charged based on both time and distance — such as those paid by coin in phone booths
— are exempt from the FET. By reference, these types of calls are also exempt from some local UUT
ordinances. Many cell phone bills are based upon a package which provides a mix of local and long-
distance calling for a flat rate.

In 2007, several federal courts and the IRS ruled that telephone service packages which provide a mix
of local and long-distance calling for a flat rate or a fixed fee are based on neither time nor distance

2217 Isle Royale Lane « Davis, CA « 95616-6616 = Tel: 530.758.3952
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and are therefore not subject to the FET." The IRS subsequently adopted a regulation incorporating
these rulings.” That meant that if a city wished to continue to impose its UUT on cell phone or other
telephone calls which are not charged on both time and distance, it must amend its ordinance to
remove the reference to this exemption to the FET.

A number of cities have amended their UUT ordinances to clarify that they did not wish to adopt the
IRS’ new practice, but rather wished to continue to impose their UUTs as they had historically been
imposed (i.e. on charges based on time or distance). At the time of this writing, several localities are
challenging the right of local taxing authorities to amend their ordinances without voter approval, or
to continue to collect this revenue without amendment. The lawsuits argue that an amendment to an
ordinance to bring it into conformity with the FET ruling is an “increase” subject to voter approval under

Proposition 218.
UUTs and the MTSA

Prior to the adoption of the Mobile Telecommunications Sourcing Act of 2000 (MTSA)" by Congress,
cellular carriers had argued that the federal Constitution forbade the application of a utility user tax to
telephone calls which neither originated nor terminated within the taxing agency. The MTSA expanded
the permissible nexus for taxation to all cellular telephone charges for accounts with a primary place
of use in the jurisdiction. However, carriers have argued in the courts that the California Constitution
Article XIIIC prohibits cities and counties from applying the MTSA nexus rules without voter approval.""

California Utility User Tax Rates as of 7/1/2015
45 42

40

Mean = 5.4%, Std Dev 2.1%

35 T Population Weighted Mean = 6.6%
| Total = 160

30
25

# of Cities&Counties

>0to >1%to >2%to >3%to >4%to >5%to >6%to >7%to >8%to >9% to >10% to
1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11%

Rate

As a result of these events, doubt has been cast over the application of some outdated local UUT
ordinances to certain types of telephone service. Proposition 218 requires voter approval of any change
in the “methodology” by which a tax is administered if the change increases the amount of the tax paid
by the taxpayer”' Many agencies that rely on UUTs on telephony have successfully sought voter
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approval of an updated ordinance that reflects the realities of the modern telecommunications
industry.

Recent Voter Approval Record

From June 2002 through June 2015, all 80 measures to increase or adopt a new UUT were by cities.
Ten were special taxes designated for a specific purpose and requiring two-thirds voter approval.
Among the 70 general taxes, 10 were accompanied by advisory measures indicating the use of the
funds, the so called “a/b strategy.”

Utility User Tax Measures (increase or expand) June 2002 - June 2015
Cities and counties

Modernize / Reduce Pass, 49

- J . .0 -+ - . jJ - ‘- [ .| "}
Modernize/SameRate Pass, 29 Fail, 5
Ratification (La Habra) Pass, 11

(sl T | (e | e | s | i | |
Continuation Pass, 19 Fail, 4

Special Tax (2/3)

Seneral Tax w/Advisory

General Tax New/Incr. Pass, 20 Fail, 40

| | 1 L |

40% 50% 60% 70% 80% 90% 100%

T

0% 10% 20%  30%

Currently, all UUTs are general taxes except two. In June 2003, voters in the City of Desert Hot Springs
approved a UUT which dedicates 50% of the proceeds to resolving the city’s bankruptcy related debt.*
In June 2010, voters in the City of Mammoth Lakes approved the extension of the cities sun-setting
UUT but earmarking it for “mobility, recreation, and arts and culture.” Ironically, that city later filed for
bankruptcy facing a massive court judgment from a land use dispute.

Referenda to Reduce or Repeal UUTs Have Rarely Succeeded

Since 2001 there have been 136 successful utility tax measures including validations, extensions,
expansions and increases. During this time there were just two successful referenda to repeal or
reduce a UUT among 18 qualifying attempts in 12 different cities and one county. Eleven of these
measures were decided November 6, 2002 with all failing except a measure reducing the UUT in
Greenfield from 6% to 3% passed in 2002. Just three cities and one county have considered UUT

CaliforniaCityFinance.Com
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repeals or reductions since then. Of the seven measures (multiple in Seaside and Holtville) voters in
the County of Santa Cruz were alone in deciding to repeal their UUT (March 2003).

The UUT is Vital to Funding Essential Municipal Services

City utility user tax rates range from 1 percent
to 11 percent. The particular utilities to which Discretionary Revenues and Spending

the tax is applied varies. In some cities different Typical Full Service City

rates apply to residential versus commercial

users. The most common rate is 5 percent, oo Fire

applied broadly among many types of utilities. b

The average rate (mean) is 5.4 percent with a

standard deviation of 2.1 percent. Because i

most large cities have UUTs, roughly half of 60% - Police

California residents and businesses pay a utility 0%

user tax. Four of the 58 counties levy a UUT i

(Alameda, Los Angeles, Sacramento and San

Francisco). kg bz ot
Library

The UUT is a vital element in the funding of i Streets

critical city services. On average, the UUT 0% w

provides 15 percent of general-purpose 0% - —_——— -

revenue in cities that levy it. In some cities, the Revenues Exenditures

UUT provides as much as one third of the General Fund.

Some UUTs Result From State Cuts to City Funds

Many city UUT levies and increases have resulted from cuts to city revenues by the state. In 1992,
facing massive deficits in the state budget, the Legislature and Governor began the annual transfer of
billions of dollars of property tax revenue from cities, counties and special districts to K-14 schools,
allowing the state to reduce its general fund spending on education. Cities and counties, who depend
substantially on sales tax and property tax revenues for discretionary income, were already
experiencing the same recessionary effects as the state. These property tax shifts, using a mechanism
called the “Educational Revenue Augmentation Fund” (ERAF), continue today. In FY 2008-09 the annual
property tax shift totals $7.5 billion including over $1.2 billion from cities.*

City property tax revenue, a top source of general purpose revenue for most, was cut from at
least 9% and 24% on average. Cities responded by cutting services, deferring infrastructure
maintenance, relying more heavily on debt financing, paring down reserves, more aggressively
pursuing sales tax generators, and raising taxes and assessments. Within a few years of the beginning
of the ERAF property tax shifts, more than fifty (50+) cities increased an existing or levied a new UUT.

CaliforniaCityFinance.Com
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Highest Utility User Tax $ Dependencies Fy2013-14

UUT as Percent of : UUT as Percent of x UUT as Percent of
General Revenues General Revenues General Revenues
Richmond 42.4% a Porterville 23.7% 2 Seal Beach 21.5% b
Hercules 34.8% d Moreno Valley 23.6% @ Whittier 21.4% ©
Compton 34.6% b Winters 23.5% b Brawley 20.7% @
Sierra Madre 34.3% a Pomona 23.4% a Covina 20.7% 2
Bell 29.9% d Glendale 23.4% a Portola Valley 20.7% d
Desert Hot Springs 29.6% d Orange Cove 23.4% d Culver City 20.6% b
Holtville 29.4% b Lynwood 23.0% b Stockton 20.4% a
Waterford 28.6% d Inglewood 23.0% 2 Bradbury 20.3% d
Rialto 27.0% b San Gabriel 23.0% b Woodlake 20.3% f
Firebaugh 26.1% b Cudahy 22.8% d Lawndale 20.0% d
Lindsay 25.5% b Indio 226% b Coachella 19.6% f
Claremont 25.1% d Bellflower 22.6% d Burbank 19.6% @
El Segundo 24.7% a Modesto 22.4% b Exeter 19.5% b
Pasadena 23.9% 2 Irwindale 22.0% © Huntington Park 19.4% d
Los Alamitos 23.8% d Torrance 21.6% a Riverside 19.3% a
Source: CalifomiaCityFinance.comcomputations from FY 12- 13 data reported to the Califomia State Controller.
a= full service city ¢= city does not provide/fund library or parks services
b= city does not provide/fund library services d= city does not provide/fund fire, or library services

Highest Utility User Tax $ Collections Fy2013-14

Vernon $ 14,338.48 Torrance $ 212.22
Irwindale $ 2,49563 Malibu $ 193.29
El Segundo $ 781.53 Seal Beach $ 188.86
Richmond $ 452.56 Burbank $ 188.60
Sand City $ 395.73 Los Alamitos $ 186.58
Santa Fe Springs $ 382.41 Portola Valley $ ATT.57
Culver City $ 374.94 Benicia $ 173.79
Santa Monica $ 355.99 Santa Cruz $ 164.96
Emeryville $ 287.55 Palo Alto $ 164.63
Sierra Madre $ 260.01 Los Angeles $ 160.69
Pasadena $ 252.00 Palm Springs $ 155.08
Source: CaliforniaCityFinance.com computations from FY 12- 13 data reported to the Califomia State
Controller.
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t Charter cities: Cal. Const. art. XI §5; General Law cities: Cal. Government Code §37100.5.
i Revenue and Tax Code §7284.2.

w 42 U.S.C. §§4251 et seq.

w IRS Notice 2006-50.

v Revenue Bulletin 2007-5 Section 10.

4 US.C. §§116 et seq.

wi Verizon Wireless v. Los Angeles, No. B185373, AB Cellular LA, LLC dba AT&T Wireless v. City of Los Angeles, 150 Cal. App.
4th 747 (2007).

Wi Government Code §53750(h).

x In 2009, those voters increased the tax to 7%.

* For more information on ERAF, see http:/ /www.californiacityfinance.com/#ERAF
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Utility User Tax (UUT) Information

Santa Clara County Municipalities -UUT Rate Comparison

Utility User Tax
Jurisdiction Type Rate
Campbell None
Saratoga None
Cupertino Telephone/Electricity/Gas 2.4%
Los Altos Telephone/Electricity/Gas/CATV/Water | 3.2%/3.5%/3.5%/3.5%
Los Altos Hills None
Palo Alto Telephone/Electricity/Gas/W ater 4.75%/5%/5%/5%
Morgan Hill None
Gilroy Telephone/Electricity/Gas/CATV 4.5%/5%/5%/4.5%
Milpitas None
San Jose Telephone/Electricity/Gas/W ater 4.5%/5%/5%/5%
Town of Los Gatos None
Monte Sereno None
Mountain View Telephone/Electricity/Gas 3%
Santa Clara None
Sunnyvale Telephone/Electricity/Gas 2%

Santa Clara County Municipalities -UUT Revenue Comparison (based on FY 2015/16 budgeted revenues)

Comparison of Santa Clara County Municipalities
FY 2015/16 General Fund (GF) Budgeted Data
Utility User Tax Totals
%o f To tal Total GF Total GF

Cities Population| Amount |[Per Capita|GF Revenue Revenue Expenditure
Campbell 41,871| § -18 - 0.0%]| $47.914,016 | $46,982,127
Cupertino 59.777| 3.100,000 52 4.5% 68,162,303 67,575,053
Gilroy 52,264 4,517,842 86 9.4% 48,015,671 47,990,486
Los Altos 29884 2,716,034 91 7.6% 35,872,284 34,189,792
Los Altos Hills 8,330 - - 9,802,476 6,989,448
LOS GATOS 30,443 - - 37,475,461 37,875462
Milpitas 69,903 - - 76,353,808 76,344,332
Monte Sereno 3,439 - - 2,692,611 2,692,611
Morgan Hill 41,079 - - 33,733,525 34,606,402
Mountain View 76,582 7,573,000 99 7.1%{ 107,133,730 101,888,914
Palo Alto 66,682 11,189,000 168 6.1%] 183,940,000 185.672,000
San Jose 1,002,274 93,825,000 94 9.1%] 1,034,527,319| 1,034,527,319
Santa Clara 120,942 # - 184,448,049 167,282,934
Saratoga 30,798 - - 19,167,826 20,474,906
Sunny vale 146,724 6,809,616 46 42%| 162,816,725 147.904,766
Average 118,733 | $8,648,699 | $ 73 6.8%
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Current Town Code Section of TOT (Exhibit A)

Transient Occupancy Tax (TOT) Information

Past Ordinances and Rate Changes of Town of Los Gatos TOT

Ordinance | Rate Ordinance Date Effective Date
#
911 4% | June 5, 1967 June 5, 1967 Attachment 2
946 5% | June 17,1968 July 1, 1698 Attachment 3
1289 6% February 2, 1976 | April 1, 1976 Attachment 4
1362 6.5% | June 20,1977 July 1,1977 Attachment 5
1561-A 10% | January 3,1983 February 3, 1983 Attachment 6
List of Hotels and Number of Rooms in Los Gatos
# of
Hotel Rooms

Best Western/Los Gatos Motor Inn 60

Toll House Hotel 115

Los Gatos Garden Inn 29

Hotel Los Gatos 72

Los Gatos Lodge 120
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TOT Historical Revenue

Town of Los Gatos - TOT
(in $millions)

Santa Clara County Municipalities - TOT Rate Comparison

Transient Occupancy Tax
Jurisdiction Rate
Campbell 12%
Cupertino 12%
Gilroy 9%
Los Altos 10%
Los Altos Hills - N/A
Los Gatos 10%
Milpitas 10%
Monte Sereno N/A
Morgan Hill 10%
Mountain View 10%
Palo Alto 14%
San Jose 10%
Santa Clara 9.5%
Saratoga 10%
Sunnyvale 10.5%




Santa Clara County Municipalities -TOT Revenue Comparison (based on FY 2015/16 budgeted revenues)

Comparison of Santa Clara County Municipalities

FY 2015/16 General Fund (GF) Budgeted Data

Transient Occupancy Tax Totals
% o f To tal Total GF Total GF

Cities Population| Amount |Per Capita|GF Revenue Revenue Expenditure
Campbell 41,871 $4,300,000 | $ 103 9% $ 47,914,016 | $ 46,982,127
Cupertino 59,7771 5,072,000 85 7%| 68,162,303] 67,575,053
Gilroy 52,264 1,361,844 26 3%| 48,015,671 47,990,486
Los Altos 29,884 2,345,600 78 7%| 35,872,284 34,189,792
Los Altos Hills 8,330 - - 0% 9,802,476 6,989,448
LOS GATOS 30,443| 1,500,000 49 4%| 37,475,461 37,875,462
Milpitas 69,903 8,018,000 115 11%|  76,353,808| 76,344,332
M onte Sereno 3,439 - - 0% 2,692,611 2,692,611
M organ Hill 41,079 1,991,850 48 6%| 33,733,525 34,606,402
Mountain View 76,582 6,486,000 85 6%| 107,133,730 101,888,914
Palo Alto 66,682| 18,791,000 282 10%)| 183,940,000 185,672,000
San Jose 1,002,274] 14,700,000 15 1%]| 1,034,527,319] 1,034,527,319
Santa Clara 120,942] 17,300,000 143 9%| 184,448,049| 167,282,934
Saratoga 30,798 310,000 10 2% 19,167,826 20,474,906
Sunny vale 146,724 11,397,216 78 7% 162,816,725| 147,904,766
Average 118,733 | $6,238,234 | § 53 5.5%




ARTICLE Il1. - TRANSIENT OCCUPANCY TAX

Sec. 25.30.010. - Definitions.

For the purposes of this article, the following words and phrases shall have the meanings
respectively ascribed to them by this section:

Hotel means any structure, or any portion of any structure, which is occupied or intended to be
designed for occupancy by transients for dwelling, lodging or sleeping purposes, and includes any hotel,
inn, tourist home or house, studio hotel, bachelor hotel, lodginghouse, roominghouse, apartment house,
dormitory, public or private club, mobile home or house trailer at a fixed location, or other similar structure

or portion thereof.

Occupancy means the use or possession, or the right to the use or possession, of any room or
rooms or portion thereof, in any hotel for dwelling, lodging or sleeping purposes.

Operator means the person who is proprietor of the hotel, whether in the capacity of owner, lessee,
sublessee, mortgagee in possession, licensee, or any other capacity. Where the operator performs the
operator's functions through a managing agent of any type or character other than an employee, the
managing agent shall also be deemed an operator for the purposes of this article, and shall have the
same duties and liabilities as the managing agent's principal. Compliance with the provisions of this article
by either the principal or the managing agent shall, however, be considered to be compliance by both.

Person means any individual, firm, partnership, joint venture, association, social club, fraternal
organization, joint stock company, corporation, estate, trust, business trust, receiver, trustee, syndicate, or
any other group or combination acting as a unit.

Rent means the consideration charged, whether or not received, for the occupancy of space in a
hotel, valued in money, whether to be received in money, goods, labor or otherwise, including all receipts,
cash, credits and property and services of any kind or nature, without any deduction therefrom

whatsoever.
Tax Administrator means the Finance Manager of the Town.

Transient means any person who exercises occupancy or is entitied to occupancy by reason of
concession, permit, right of access, license or other agreement for a period of thirty (30) consecutive
calendar days or less, counting portion of calendar days as full days. Any such person so occupying
space in a hotel shall be deemed to be a transient until the period of thirty (30) days has expired, unless
there is an agreement in writing between the operator and the occupant providing for a longer period of
occupancy. In determining whether a person is a transient, uninterrupted periods of time extending both
prior and subsequent to the effective date of this article may be considered.

(Ord. No. 911, § 2, 6-5-67; Code 1968, § 28-17; Ord. No. 1913, § II, 9-21-92)
Cross reference— Definitions and rules of construction generally, § 1.10.015.

Sec. 25.30.015. - Tax imposed; when payable.

(a) For the privilege of occupancy in any hotel, each transient is subject to and shall pay a tax in the
amount of ten (10) percent of the rent charged by the operator. Such tax constitutes a debt owed by
the transient to the Town, which is extinguished only by payment to the operator or to the Town. The
transient shall pay the tax to the operator of the hotel at the time the rent is paid. If the rent is paid in
installments, a proportionate share of the tax shall be paid with each instaliment. The unpaid tax
shall be due upon the transient's ceasing to occupy space in the hotel. If for any reason the tax due
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is not paid to the operator of the hotel, the Tax Administrator may require that such tax shall be paid
directly to the Tax Administrator.

(b) For purposes of this section, the term "the privilege of occupying a room or rooms in a hotel, inn,
tourist home or house, motel, or other lodging" does not include the right of an owner of a timeshare
estate in a room or rooms in a timeshare project, or the guest of that owner, to occupy the room,
rooms, or other real property in which that owner retains the timeshare estate. For purposes of this
paragraph, "timeshare estate" means a timeshare estate, as defined by Business and Professions
Code section 11003.5 and the term "guest of that owner" means a person who occupies real
property accompanied by the owner of a timeshare estate in that real property, or who exercises that
owner's right of occupancy of a timeshare estate without payment of any compensation to the owner.
The term "guest of that owner” specifically includes a person occupying a timeshare unit pursuant to
any form of exchange program.

(¢) Subsection (b) shall not affect or apply to the authority of the Town to collect a transient occupancy
tax from timeshare projects which were in existence as of May 1, 1985, and which timeshare projects
were then subject to such tax imposed by this article duly enacted prior to May 1, 1985, pursuant to
this section.

(Ord. No. 911, § 3, 6-5-67; Ord. NO. 946, § 1; Ord. No. 1289, § 1, 2-17-76; Ord. No. 1362, § 1,
7-5-77; Ord. No. 1561-A, § 1, 1-3-83; Code 1968, § 28-18)

Sec. 25.30.016. - Exemptions.

No tax shall be imposed upon:

(a) Any person as to whom, or any occupancy as to which it is beyond the power of the Town to
impose the tax herein provided;*

(b) Any officer or employee of a foreign government who is exempt by reason of expression of
federal law or international treaty.

* State and federal employees are not exempt 46 Ops. Atty. Gen. 16.
(Ord. No. 1913, § 11, 9-21-92)

Sec. 25.30.020. - Duties of operators.

Each operator shall collect the tax imposed by this article to the same extent and at the same time as
the rent is collected from every transient. The amount of tax shall be separately stated from the amount of
the rent charged, and each transient shall receive a receipt for payment from the operator. No operator of
a hotel shall advertise or state in any manner, whether directly or indirectly, that the tax or any part
thereof will be assumed or absorbed by the operator, or that it will not be added to the rent, or that, if
added, any part will not be refunded, except in the manner hereinafter provided.

(Ord. No. 911, § 5, 6-5-67; Code 1968, § 28-20)

Sec. 25.30.025. - Registration by operators; transient occupancy registration certificate.

Each operator of any hotel renting occupancy to transients shall register such hotel with the Tax
Administrator and obtain from the Tax Administrator a transient occupancy registration certificate, to be at
all times posted in a conspicuous place on the premises. Operators beginning business shall so register
within thirty (30) days after commencing business. Such certificate shall, among other things, state the

following:
(1) The name of the operator;
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(2) The address of the hotel;
(3) The date upon which the certificate was issued;

(4) "This transient occupancy registration certificate signifies that the person named on the face
hereof has fulfilled the requirements of article 3 of chapter 25 of the Code of the Town of Los
Gatos, California, by registering with the Tax Administrator for the purpose of collecting from
transients the transient occupancy tax and remitting such tax to the Tax Administrator. This
certificate does not authorize any person to conduct any unlawful business in an unlawful
manner, nor to operate a hotel without strictly complying with all local applicable laws, including,
but not limited to, those requiring a permit from any board, commission, department or office of
this Town. This certificate does not constitute a permit.”

(Ord. No. 911, § 6, 6-5-67; Code 1968, § 28-21)

Sec. 25.30.030. - Returns and remitting of tax.

Each operator shall, on or before the last day of the month following the close of each calendar
quarter, or at the close of any shorter reporting period which may be established by the Tax
Administrator, make a return to the Tax Administrator, on forms provided by the Tax Administrator, of the
total rents charged and received and the amount of tax collected for transient occupancies. At the time
the return is filed, the full amount of the tax collected shall be remitted to the Tax Administrator. The Tax
Administrator may establish shorter reporting periods for any certificate holder if it is deemed necessary in
order to ensure timely collection of the tax. The Tax Administrator may also require further information in
the return. All taxes collected by operators pursuant to this article shall be held in trust for the account of
the Town until payment thereof is made to the Tax Administrator. Returns and payments are due
immediately upon cessation of business for any reason.

(Ord. No. 911, § 7, 6-5-67; Code 1968, § 28-22; Ord. No. 1913, § IV, 9-21-92)

Sec. 25.30.035. - Penalties and interest.

(a) Original delinquency. Any operator who fails to remit any tax imposed by this article within the time
required shall pay a penalty of ten (10) percent of the amount of the tax, in addition to the amount of

the tax.

(b) Continued delinquency. Any operator who fails to remit any delinquent remittance on or before each
period of thirty (30) days following the date on which the remittance first became delinquent shall pay
an additional delinquency penalty of ten (10) percent of the amount of the tax in addition to the
amount of the tax and the ten-percent penalties earlier imposed. Such penalties shall continue to
accrue until such time as the cumulative penalties reach one hundred (100) percent of the amount of

the tax originally due.
(c) Individual liability.

(1) Any person required to collect, truthfully account for, or pay over any tax im posed by this article
who willfully fails to collect such tax, or truthfully account for and pay over such tax, or willfully
attempts in any manner to evade or defeat any such tax or the payment thereof, shall, in
addition to other penalties provided by law, be liable for the penalties described in subsection
(b) above on the total amount of the tax evaded, or not collected, or not accounted for and paid
over.

(2) No penalty shall be imposed pursuant to this subsection unless the tax administrator notifies the
operator in writing that persons subject to this subsection shall be liable for such a penalty at
least sixty (60) days before the penalty shall apply to those persons.

(3) If more than one person is liable for the penalty described in this subsection, each person who
paid such a penalty shall be entitied to recover from other persons who are liable for such

Page 3



penalty an amount equal to the excess of the amount paid by such person over such person's
proportionate share of the penalty. Any claim for such a recovery may be made only in a
proceeding that is separate from or at the least severed from any action brought by the Town to
collect the penalty and tax.

(4) For purposes of this subsection only, "person required" means the same as the term "person”
under interpretations of sections 6671 and 6672 of the Internal Revenue Code, and includes an
officer or employee of a corporation, or a member or employee of a partnership, who as such
officer, employee, or member is under a duty to perform the act in respect of which the violation

OCcurs.

(d) Interest. In addition to the penalties imposed, any operator who fails to remit any tax imposed by this
article shall pay interest at the rate of one-half of one percent per month or fraction thereof on the
amount of the tax, exclusive of penalties, from the date on which the remittance first became

delinquent until paid.

(e) Penalties merged with tax. Every penalty imposed and such interest as accrues under the provisions
of this section shall become a part of the tax required by this article to be paid.

(Ord. No. 911, § 8, 6-5-67; Code 1968, § 28-23; Ord. No. 1867, §§ L II, 9-3-91; Ord. No. 1913,
§ V, 9-21-92; Ord. No. 2026, § XX, 2-18-97)

Sec. 25.30.040. - Failure to collect and report tax; determination of tax by Tax Administrator.

If any operator shall fail or refuses to collect the tax levied by this article and to make, within the time
provided in this article, any report and remittance of such tax or any portion thereof required by this
article, the Tax Administrator shall proceed in such manner as may be deemed best to obtain facts and
information on which to base the estimate of the tax due. As soon as the Tax Administrator shall procure
such facts and information as the Tax Administrator is able to obtain upon which to base the assessment
of any tax imposed by this article and payable by any operator who has failed or refused to collect the
same and to make such report and remittance, the Tax Administrator shall proceed to determine and
assess against such operator the tax, interest and penalties provided for by this article. In case such
determination is made, the Tax Administrator shall give a notice of the amount so assessed by serving it
personally, or by depositing it in the United States mail, postage prepaid, addressed to the operator so
assessed at the operator's last known place of address. Such operator may, within ten (10) days after the
serving or mailing of such notice, make application in writing to the Tax Administrator for a hearing on the
amount assessed. If application by the operator for a hearing is not made within the time prescribed, the
tax, interest and penalties, if any, determined by the Tax Administrator, shall become final and conclusive
and immediately due and payable. If such application is made, the Tax Administrator shall give not less
than five (5) days' written notice in the manner prescribed herein to the operator to show cause at a time
and place fixed in such notice why such amount specified therein should not be fixed for such tax, interest
and penalties. At such hearing, the operator may appear and offer evidence why such specified tax,
interest and penalties should not be so fixed. After such hearing, the Tax Administrator shall determine
the proper tax to be remitted, and shall thereafter give written notice to the person in the manner
prescribed herein of such determination, and the amount of such tax, interest and penalties. The amount
determined to be due shall be payable after fifteen (15) days, uniess an appeal is taken as provided in
section 25.30.045.

(Ord. No. 911, § 9, 6-5-67; Code 1968, § 28-24)

Sec. 25.30.045. - Appeals from decisions of Tax Administrator.

Any operator aggrieved by any decision of the Tax Administrator with respect to the amount of such
tax, interest and penalties, if any, may appeal to the Town Council by filing a notice of appeal with the
Town Clerk within fifteen (15) days of the serving or mailing of the determination of tax due. The Town
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Council shall fix a time and place for hearing such appeal, and the Town Clerk shall give notice in writing
to such operator at the operator's last known place of address. The findings of the Town Council shall be
final and conclusive and shall be served upon the appellant in the manner prescribed above for service of
notice of hearing. Any amount found to be due shall be immediately due and payable upon the service of
notice.

(Ord. No. 911, § 10, 6-5-67; Code 1968, § 28-25)

Sec. 25.30.050. - Records to be kept by operators.

it shall be the duty of every operator liable for the collection and payment to the Town of any tax
imposed by this article to keep and preserve, for a period of three (3) years, all records as may be
necessary to determine the amount of such tax as the operator may have been liable for the collection of
and payment to the Town, which records the Tax Administrator shall have the right to inspect at all
reasonable times. The records shall include at least the following:

(1) Daily summaries of room occupancies;

(2) A record of each occupancy charge for which an exemption is claimed, including the name of
the individual occupying the room, dates of occupancy, and reasons for exemption;

(3) Lists of bad debts claimed for exemption, including names and addresses of debtor and amount
of room rent unpaid.

(Ord. No. 911, § 11, 6-5-67; Code 1968, § 28-26; Ord. No. 1913, § VI, 9-21-92)

Sec. 25.30.055. - Refunds.

(a) Whenever the amount of any tax, interest or penalty has been overpaid, or paid more than once, or
has been erroneously or illegally collected or received by the Town under this article, it may be
refunded as provided in subsections (b) and (c) of this section; provided that, a claim in writing
therefor, stating under penalty of perjury to specific grounds upon which the claim is founded, shall
be filed with the Tax Administrator within three (3) years of the date of payment. The claim shall be
on forms furnished by the Tax Administrator.

(b) An operator may claim a refund or take as credit against taxes collected and remitted the amount
overpaid, paid more than once, or erroneously or illegally collected or received, when it is
established in a manner prescribed by the Tax Administrator that the person from whom the tax has
been collected was not a transient; provided, that neither a refund nor a credit shall be allowed
unless the amount of the tax so collected has either been refunded to the transient or credited to rent
subsequently payable by the transient to the operator.

(c) A transient may obtain a refund of taxes overpaid or paid more than once, or erroneously or illegally
collected or received by the Town, by filing a claim in the manner provided in subsection (a) of this
section, but only when the tax was paid by the transient directly to the Tax Administrator, or when the
transient having paid the tax to the operator, establishes to the satisfaction of the Tax Administrator
that the transient has been unable to obtain a refund from the operator whe collected the tax.

(d) No refund shall be paid under the provisions of this section unless the claimant establishes the right
thereto by written records showing entitlement thereto.

(Ord. No. 911, § 12, 6-5-67; Code 1968, § 28-27)

Sec. 25.30.060. - Collection of tax.
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(a)

Actions to collect. Any tax required to be paid by any transient under the provisions of this article
shall be deemed to be a debt owed by the transient to the Town. The amount of the tax collected by
the operator shall be held to be a special fund in trust for the Town of Los Gatos and shall be
deemed to be public monies upon collection. Upon proper notice, the Town may require the person
collecting the tax to deposit such amount in a separate account in a federally or state chartered bank
located in California and keep the amount of such taxes in that account until payment over to the
Town; however, whether the collected taxes are placed in a separate account or not shall have no
effect on the trust obligation of the person collecting the tax to hold and remit the taxes to the Town.
Any person owing money to the Town under the provisions of this article shall be liable to an action
brought in the name of the Town for the recovery of such amount.

Recording certificate — Lien. If any amount required to be paid to the Town under the ordinance
codified in this article is not paid when due, the Tax Administrator, upon expiration of the second
delinquency period referenced in section 25.30.035(b), may within three (3) years after the amount is
due file for record in the office of the Santa Clara county recorder and in the office of the county
recorder of any other county in which the operator owns real property, a certificate specifying the
amount of tax, penalties and interest due, the name and address as it appears on the records of the
Tax Administrator of the operator liable for the same and the fact that the Tax Administrator has
complied with all provisions of this article in the determination of the amount required to be paid.
From the time of the filing for record, the amount required to be paid together with penalties and
interest constitutes a lien upon any real property in the county owned by the operator or acquired by
him afterwards and before the lien expires. The lien has the force, effect and priority of a judgment
lien and shall continue for ten (10) years from the time of filing of the certificate unless sooner

released or otherwise discharged.

Priority and lien of tax. The amounts required to be paid by any operator under this article with
penalties and interest shall be satisfied first in any of the following cases:

(1) Whenever the person is insolvent;
(2) Whenever the person makes a voluntary assignment of his assets;

(3) Whenever the estate of the person in the hands of executors, administrators or heirs is
insufficient to pay all the debts due from the deceased; or

(4) Whenever the estate and effects of an absconding, concealed or absent person required to pay
any amount under this article levied upon by process of law.

This article does not give the Town a preference over any recorded lien which attached prior to the date
when the amounts required to be paid became a lien.

(d)

(e)

Warrant for collection of tax. At any time within three (3) years after any operator is delinquent in the
payment of any amount herein required to be paid off after the last recording of a certificate of lien
under subsection (b) of this section, the Tax Administrator may issue a warrant for the enforcement
of any liens and for the collection of any amount required to be paid to the Town under this article.
The warrant shall be directed to any sheriff, marshal or constable and shall have the same effect as
a writ of execution. The warrant shall be levied and sale made pursuant to it in the same manner and
with the same effect as a levy of and a sale pursuant to a writ of execution. The Tax Administrator
may pay or advance to the sheriff, marshal or constable the same fees, commissions and expenses
for his services as are provided by law for similar services pursuant to a writ of execution.

Seizure and sale. At any time within three (3) years after any operator is delinquent in the payment of
any amount, the Tax Administrator may forthwith collect the amount in the following manner: The
Tax Administrator shall seize any property, real or personal, of the operator and sell the property, or
a sufficient portion of it, at public auction to pay the amount due together with any penalties and
interest imposed for the delinquency and any costs incurred on account of the seizure and sale. Any
seizure made to collect occupancy taxes due shall be only of property of the operator not exempt
from execution under the provisions of the code of civil procedure.

Successor's liability.
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(1) Withholding by purchaser. If any operator liable for any amount under this chapter sells out his
or her business or quits the business, the operator's successors or assigns shall withhold
sufficient of the purchase price to cover such amount until the former owner produces a receipt
from the Tax Administrator showing that it has been paid or a certificate stating that no amount

is due.

(2) Liability of purchaser — Release. If the purchaser of a hotel fails to withhold funds from the
purchase price as required,he shall become personally liable for the payment of the amount
required to be withheld by him to the extent of the purchase price, valued in money. Within sixty
(60) days after receiving a written request from the purchaser for a certificate, or within sixty
(60) days from the date the former owner's records are made available for audit, whichever
period expires the later, but in any event, not later than ninety (90) days after receiving the
request, the Tax Administrator shall either issue the certificate or mail notice to the purchaser at
his address as it appears on the records of the Tax Administrator of the amount that must be
paid as a condition of issuing the certificate. Failure of the Tax Administrator to mail the notice
shall release the purchaser from any further obligation to withhold purchase price as above
provided. The time within which the obligation of the successor may be enforced shall start to
run at the time the operator sells his business, or at the time that the determination against the
operator becomes final, whichever event occurs later.

(g) Sale of a hotel, dismissal of the operator or other termination of his rights to operate the facility shall
not relieve him from liability for taxes due or owing under this article. Any person assuming
responsibility for operation of a hotel after causing dismissal of an operator or termination of his
rights to operate the facility shall, by such action, the liability for all taxes due and owing under this
article. This liability is in addition to and does not extinguish the liability of the former operator.

(Ord. No. 911, § 13, 6-5-67; Code 1968, § 28-28; Ord. No. 1913, § VII, 9-21-92; Ord. No. 2002,
§ 1, 9-5-95)

Sec. 25.30.065. - Receipts to be kept in general fund.

All taxes, interest and penalties collected or received by the Tax Administrator pursuant to this article
shall become part of the general fund of the Town.

(Ord. No. 911, § 14, 6-5-67; Ord. No. 1295, § 1, 3-15-76; Code 1968, § 28-29)

Sec. 25.30.070. - Failure to register or make returns.
It shall be unlawful for any operator or other person to fail or refuse to register as required herein, or

to furnish any return required to be made, or to fail or refuse to furnish a supplemental return or other data
required by the Tax Administrator, or to render a false or fraudulent return or claim.

(Ord. No. 911, § 15, 6-5-67; Code 1968, § 28-30)

Sec. 25.30.075. - False or fraudulent returns.

It shall be unlawful for any person required to make, render, sign or verify any report or claim under
this article to make any false or fraudulent report or claim with intent to defeat or evade the determination

of any amount due under this article.
(Ord. No. 911, § 15, 6-5-67; Code 1968, § 28-31)

Sec. 25.50.200. - Ceiling on amount of tax: Refunds.
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If, in any calendar year, any licensed business user has paid a total amount of tax on any of the
utilities excluding penalties and interest, of at least five thousand dollars ($5,000.00), such user shall be
entitlied to a refund of the tax paid over five thousand dollars ($5,000.00) provided such user complies

with Section 25.50.175 and 25.50.190 of this article.

(Ord. No. 2001, § I, 7-17-95)
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ORDINANCE NO. _ 911

AN ORDINANCE OF THE TOWN OF LOS GATOS
IMPOSING A TAX UPON THE PRIVILEGE OF
TRANSIENT OCCUPANCY AND PROVIDING FOR
THE COLLECTION THEREOF
THE TOWN COUNCIL OF THE TOWN OF LOS GATOS DOES ORDAIN AS FOLLOWS:
Section 1. TITLE?
This Ordinance shall be known as the Uniform Transient Occupancy Tax

Ordinance of the Town of Los Gatos.

Section 2, DEFINITIONS:

Except where the context otherwise requires, the definitions given in
this section govern the construction of this Ordinance.

(a) PERSON: 'Person'' means any individual, firm, partnership,
Joint venture, association, social club, fraternal organization, joint
stock company, corporation, estate, trust, business trust, receiver,
trustee, syndicate, or any other group or combination acting as
a unit.

(b) HOTEL: ‘'Hotel" means any structure, or any portion
of any structure, which is occupied or intended or designed for
occupancy by transients for dwelling, lodging or sleeping purposes,
and includes any hotel, inn, tourist home or house, hotel, studio
hotel, bachelor hotel, lodging house, rooming house, apartment
house, dormitory, public or private club, mobile home or house
trailer at a fixed location, or other similar structure or portion
thereof.

{c) OCCUPANCY: ''Occupancy'' means the use or possession, or
the right to the use or possession of any room or rooms or portion
thereof, in any hotel for dwelling, lodging or sleeping purposes.

(d) TRANSIENT: ''Transient'' means any person who exercises
occupancy or is entitled to occupancy by reason of concession,
permit, right of access, license, or other agreement for a period of
thirty (30) consecutive calendar days or less, counting portions EXHIBITB

of calendar days as full days. Any such person so occupying space



in a hotel shall be deemed to be a transient until the period of

thirty (30) days has expired unless there is an agreement in writing

between the operator and the occupant providing for a longer period

of occupancy, In determining whether a person is a transient, un-

interrupted periods of time extending both prior and subsequent to

the effective date of this Ordinance may be considered.

(e) RENT: 'Rent" means the consideration charged, whether or
not received, for the occupancy of space in a hotel valued in money,
whether to be received in money, goods, labor or otherwise, including
all receipts, cash, credits and progerty and services of any kind
or nature, without any deduction therefrom whatsoever.

(f) OPERATOR: "Operator'' means the person who is proprietor
of the hotel, whether.in the capacity of owner, lessee, sub-lessee,
mortgagee in possession, licensee, or any other capacity. Where the
operator performs his functions through a managing agent of any type
or character other than an employee, the managing agent shall also
be deemed an operator for the purposes of this Ordinance and shall
have the same duties and liabilities as his principal. Compliance
with the provisions of this Ordinance by either the principal or the
managing agent shall, however, be considered to be compliancy by both.

(g) TAX ADMINISTRATOR: ''Tax Administrator' means the Tax
Collector of the Town of Los Gatos.

Section 3. TAX IMPOSED:

For the privilege of occupancy in any hotel, each transient is subject
to and shall pay a tax in the amount of four per cent (4%) of the rent charged
by the operator. Said tax constitutes a debt owed by the transient to
the Town which is extinguished only by payment to the operator or to the
Town. The transient shall pay the tax to the operator of the hotel at the
time the rent is paid. If the rent is paid in installments, a proportionate
share of the tax shall be paid with each installment. The unpagd tax shall
be due upon-the transient's ceasing to occupy space in the hotel. If for

any reason the tax due is not paid to the operator of the hotel, the Tax
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Administrator may require that such tax shall be paid directly to the Tax
Administrator.

Section-4. EXEMPTIONS:

No tax shall be imposed upon:

(a) Any person as to whom, or any occupancy as to which,
it is beyond the power of the Town to impose the tax herein provided;

{b) Any Federal or State of California Officer or employee
when on official business;

(¢} Any officer or employee of a foreign government who is
exempt by reason of express provision of federal law or international
treaty.

No exemption shall be granted except upon a claim therefor made at
the time rent is collected and under penalty of perjury upon a form pre-
scribed by the Tax Administrator.

Section 5. OPERATOR'S DUTIES:

Each operator shall collect the tax imposed by this Ordinance to the
same extent and at the same time as the rent is collected from every transient.
The amount of tax shall be separately stated from the amount of the rent
charged, and each transient shall receive a receipt for payment from the
operator. No operator of a hotel shall advertise or state in any manner,
whether directly or indirectly, that the tax or any part thereof will be
assumed or absorbed by the operator, or that it will not be addéd to the
rent, or that, if added, any part will be refunded except in the manner
hereinafter provided.

Sectlion &, REGISTRATION:

Within thirty (30) days after the effective date of this Ordinance,
or within thirty (30) days after commencing business, whichever is later,
each operator of any hotel renting occupancy to transients shall register
said hotel with the Tax Administrator and obtain from him a '"Transient
Occupancy Registration Certificate!’, to be at all times posted in a

conspicuous place on the premises. Said certificate shali, among other



things, state the following:

(a) The name of the operator;

(b) The address of the hotel;

{c) The date upon which the certificate was issued;

(d) '"This Transient Occupancy Registration Certificate signifies
that the person named on the face hereof has fulfilled the require-
ments of the Uniform Transient Occupancy Tax Ordinance by registering
with the Tax Administrator for the purpose of collecting from transients
the Transient Occupancy Tax and remitting said tax to the Tax
Administrator. This certificatesdoes not authorize any person to
conduct any unlawful business in an unlawful manner, nor to operate
a hotel without strictly compiying with all local applicable laws,
including, but not limited to, those requiring a permit from any
board, commission, department, or office of this Town. This certifi-
catecdoes not constitute a permit.'

Section 7. REPORTING AND REMITTING:

Each operator shali, on or before the last day of the month follow-
ing the close of each calendar quarter, make a return to the Tax Administrator,
on forms provided by him, of the total rents charged and received and the
amount of tax collected for transient occupancies. At the time the return
is filed, the full amount of the tax collected shall be remitted to the Tax

Administrator. Returns and payments are due immediately upon cessation

of business for any reason,

Section 8. PENALTIES AND INTEREST:

(a) ORIGINAL DELINQUENCY: Any operator who fails to remit
any tax imposed by this Ordinance within the time required shall pay
a penalty of 10% of the amount of the tax in addition to the amount
of the tax.

(b) CONTINUED DELINQUENCY: Any operator who fails to remit
any delinquent remittance on or before a period of thirty (30) days
following the date on which the remittance first became delinquent

shall pay a second delinquency penalty of 10% of the amount of the

!



tax in addition to the amount of the tax and the 10% penalty first
imposed.
(c) FRAUD: |If the Tax Administrator determines that the non-
payment of any remittance due under this Ordinance is due to fraud,
a penalty of 25% of the amount of the tax shall be added theneto in
addition to the penalties stated in sub-paragraphs (a) and (b) of
this Section.
(d) INTEREST: 1In addition to the penalties imposed, any
operator who fails to remit any tax imposed by this Ordinance shall
pay interest at the rate of one-half of 1% per month or fraction there-
of on the amount of the tax, exclusive of penalties, from the date on
which the remittance first became delinguent until paid.
(e) PENALTIES MERGED WITH TAX: Every penalty imposed and such
interest as accrues under the provisions of this Section shall become
a part of the tax herein required to be paid.
Section 9. FAILURE TO COLLECT AND REPORT TAX:
DETERMINATION OF TAX BY TAX ADMINISTRATOR:
If any operator shall fail or refuses to collect safd tax and to
make, within the time provided in this ordinance, any report and remittance
of said tax or any portion thereof required by this Ordinance, the Tax
Administrator shall proceed in such manner as he may deem best to obtain facts
and information on which to base his estimate of the tax due. As soon as
the Tax Administrator shall procure such facts and information as he is able
to obtain upon which to base the assessment of any tax imposed by this
Ordinance and payable by any operator whochas failed or refused to collect
the same and to make such report and remittance, he shall proceed to determine
and assess against such operator the tax, interest and penalties provided for
by this Ordinance. In case such determination is made, the Tax Administrator
shall give a notice of the amount so assessed by serving it personally, or
by depositing it in the United States mail, postage prepaid, addressed to
the operator so assessed at his last known place of address. Such operator
may within ten days %fter the serving or mailing of such notice make application

in writing to the Tax Administrator for a hearing on the amount assessed. |f



appication by the operator for a hearing is not made within the time pre-
scribed, the tax, interest and penalties, if any, determined by the Tax
Administrator shall become final and conclusive and immediately due and
payable. |f such application is made, the Tax Administrator shall give not
less than five (5) days written notice in the manner prescribed herein to

the operator to show cause at a time and place fixed in said notice why said!
amount specified therein should not be fixed for such tax, interest and
penalties. At such hearing, the operator may appear and offer evidence

why such specified tax, interest and penalties should not be so fixed. After
such hearing the Tax Administrator shall determine the proper tax to be re-
mitted and shall thereafter give written notice to the person in the manner
prescribed herein of such determination and the amount of such tax, interest
and penalties, The amount determined to be due shall be payable after
fifteen {15) days unless an appeal is taken as provided in Section 10,

Section 10. APPEAL:

Any operator aggrieved by any decision of the Tax Administrator with
respect to the amount of such tax, interest and penalties, if any, may appeal
to the Town Council by filing a notice of appeal with the Town Clerk within
fifteen (15) days of the serving or mailing of the determination of tax due.
The Town Council shall fix a time and pléce for hearing such appeal, and the
Town Clerk shall give notice in writing to such operator at his last known
place of address. The findings of the Town Council shall be final and
conclusive and shall be served upon the appéllant in the manner preseribed
above for servicecof notice of hearing. Any amount found to be due shall be
immediately due and payable upon the service of notice.

Section 11. RECORDS:

it shall be the duty of every operator liable for the collection and
payment to the Town of any tax imposed by this ordinance to keeﬁ and preserve,
for a period of three (3) years, all records as may be necessary to determine
the amount of such tax as he may have been liable for the collection of and

payment to the Town, which records the Tax Administrator shall have the right

to inspect at all reasonable times.

Section 12, REFUNDS?
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{a) Whenever the amount of any tax, interest or penalty has been
overpaid, or paid more than once, or has been erroneousiy or illegally
collected or received by the Town under this Ordinance, it may be refund-
ed as provided in sub-paragraphs (b) and (c) of this Section provided
a claim in writing therefor, stating under penalty of perjury the specific
grounds upon which the claim is founded, is filed with the Tax Adminis-
trator within three (3) years of the date of payment. The claim shall
be on forms furnished by the Tax Administrator,

(b) An operator may claim a refund or take as credit against
taxes collected and remitted the amount overpaid, paid more than once,
or erroneously or illegally collected or received, when it is establish-
ed in a manner presecribed by the Tax Administrator that the person from
whom the tax has been collected was not a transient; provided, however,
that neither a refund nor a credit shall be allowed unless the amount of
the tax so collected has either been refunded to the transient or credit-
ed to rent subsequently payable by the transient to the operator.

(c) A transient may obtain a refund of taxes overpaid or paid
more than once, or errcneously or illegally collected or received by
the Town by filing a claim in the manner provided in sub-paragraph (a)
of this Section, but only when the tax was paid by the transient direct-
ly to the Tax Administrator, or when the transient having paid the tax
to the operator, establishes to the satisfaction of the Tax Administrator
that the transient has been unable to obtain a refund from the operator
who collected the tax.

(d) No refund shall be paid under the provisions of this Section
unless the claimant establishes his right thereto by written records
showing entitlement thereto.

Section 13. ACTIONS TO COLLECT:

Any tax required to be paid by any transient under the provisions of
this Ordinance shall be deemed to be a debt owed by the transient to the Town.
Any such tax collected by an operator which has not been paid to the Town
shall be deemed a debt owed by the operator to the Town. Any person owing

money to the Town under the provisions of this Ordinance shall be liable to



an action brought in the name of the Town of Los Gatos for the recovery of
such amount.

Section 14, SEPARATE FUND: DISBURSEMENTS:

All taxes, interest and penalties collected or received by the Tax
Administrator pursuant to this Ordinance shall be kept in a separate fund.
Disbursements from said fund shall only be made for any one or more of the
following purposes, in the discretion of the Town Council, and for no other
purpose or purposes; the costs of administering the provisions of this
Ordinance; town beautification; community promotion, and cultural development.

Section 15. VIOLATIONS; MISDEMEANOR:

Any person violating any of the provisions of this Ordinance shall be
guilty of a misdemeanor and shall be punishable therefor by a fine of not more
than five hundred doltlars ($500.00), or by imprisonmeﬁt in the county jail
for a period of not more than six months, or by both such fine and imprison-
ment.

Any operator or other person who fails or refuses to register as required
herein, or to furnish any return required to be made, or who fails or refuses
to furnish a supplemental return or other data required by the Tax Administrator,
or who renders a false or fraudulent return or claim, is guilty of a mis-
demeanor, and is punishable as aforesaid. Any person required to make, rendey,
sign or verify any report or claim who makes any false or fraudulent report
or claim with intent to defeat or evade the determination of any amount due
required by this Ordinance to be made, is guilty of a misdemeanor and is
punishable as aforesaid.

Section 16. SEVERABILITY:

If any section, sub-section, sub-division, paragraph, sentence, clause
or phrase of this Ordinance, or any part thereof, is for any reason held to be
unconstitutional, such decision shall not affect the validity of the remaining
portions of this Ordinance wor any part thereof. The Town Council hereby de-
clares that it would have passed each section, sub-section, sub-division,
paragraph, sentence, clause or phrase thereof, irrespective of the fact that
any one or more sections, sub=sections, sub-divisions, paragraphs, sentences,

clauses or phrases be declared uncoénstitutional,



Section 17. EFFECTIVE DATE; PUBLICATION:

This Ordinance shall be effective thirty (30) days from and after the
date of its passage, and prior to the expiration of fifteen (I5) days after
its passage Jt shall be published once with the names of the members voting
for and against the same in the Los Gatos Times-Saratoga Observer, a news-
paper published and circulated within the Town of Los Gatos.

INTRODUCED at a continued regular meeting of the Town Council of the
Town of Los Gatos on the 22nd day of May, 1967.

PASSED AND ADOPTED AT A -~~~ rcgular meeting of the Town

Council of the Town of Los Gatos on the 5th day of _June

1967, by the following vote:

AYES: COUNCILMEN: Charles E. DeFreitas

John D. Michaelsen

Reland Perry

Egon Jensen

NOES: ‘ COUNCILMEN: _ None

ABSENT: COUNCILMEN: John Lincoln

ATTEST:

Qo Mgt

CLERK OF TAE TOWN 0::')4.05 GATOS




ORDINANCE NO. 956

AN ORDINANCE OF THE TOWN OF LOS GATOS
AMENDING ORDINANCE NO. 911, RELATING
TO A HOTEL-MOTEIL TAX, SO AS TO
INCREASE THE RATE THEREOQOF, AND
TO DELETE EXEMPTIONS

THE TOWN COUNCIL OF THE TOWN OF LOS GATOS ORDAINS

AS FOLLOWS:

SECTION 1. Increase In Rate: Section 3 of

Ordinance 911, entitled ®An O¥dinance,of the Town of

Los Gatos Imposing a Tax Upon the Privilege of Transient
Occupancy and Providing for the Collection Thereof®,
adopted by the Town Council of the Town of Los Gatos

on June 5, 1967, is hereby amended so as to increase

the tax imposed therein from four per cent (4%) on the
rent charged by the operator to five per cent (5%) on
the rent charged by the operator.

SECTION 2. Deletion of Exemption: Section 4 of

said Ordinance 911 is hereby deleted from said Ordinance.

SECTION 3. Effective Date; Publications: This

Ordinance shall take effect July 1, 1968, and prior to
the expiration of fifteen (15) days after its passage
it shall be published once, with the names of the
members voting for and against the same, in the Los
Gatos Times-Saratoga Observer, a newspaper published
and circulated within the Town of Los Gatos.

PASSED AND ADOPTED at a regular meeting of the
Town Council of the Town of Los Gatos held on June 17,

1268, by the following vote:

EXHIBIT C



AYES: Councilmen

NOES s Councilmen

ABSENT: Councilmen

ATTEST:

Town clérﬁgf o

Seymour J. Abrahams

Charles E. DeFreitas

Egon Jensen

Roland H. Peryy

John D. Michaelsen

None

None

&
Y £ %

P

Lz

'Mayor



ORDINANCE NO. 1289
ORDINANCE AMENDING THE TRANSIENT
OCCUPANCY TAX OF THE TOWN OF LOS GATOS
THE TOWN COUNCIL OF THE TOWN OF LOS GATOS DOES ORDAIN:
SECTION 1.
Section 28-18 of the Code of the Town of Los Gatos is
amended to read:

SEC. 28-18: TAX IMPOSED; WHEN PAYABLE,

For the privilege of occupancy in any hotel, each
t;ansient is subject to and shall pay a tax in the
amount of six percent of the rent charged by the opera-
tor. Such tax constitutes a debt owﬁed by the transient
to the Town, which is extinguished only by payment to
the operator or to the Town. The transient shall pay
the tax to the operator of the hotel at the time the
rent is paid. If the rent is paid in instalments, a
proportionate share of the tax shall be paid with each
instalment. The unpaid tax shall be due upon the
transient's ceasing to occupy space in the hotel. 1If
for any reason the tax due is not paid to the operator
of the hotel, the tax administrator may require that
such tax shall be paid directly to the tax administrator.

SECTION 2.

This ordinance shall be operative as of April 1,
1976. This ordinance shall take effect and shall be
in force thirty (30) days after the date of its adoption.

The Town Clerk of the

EXHIBIT D



Town of Los Gatos shall cause this ordinance to be published once
within fifteen (15) days after its adoption, in the Los Gatos
Times-Saratoga Observer, a newspaper of general circulation,
published and circulated in the Town of Los Gatos.

The above and foregoing ordinance was duly and regularly
introduced at a regular meeting of the Town Council of the Town of

Los Gatos held on the 2nd  day of __ February , 1976.

PASSED AND ADOPTED as an ordinance of the Town of Los Gatos,

California, at a regular meeting of the Town Council, held on the

17th day of February 4 T 6,

AYES: COUNCIL MEMBERS Ruth Cannon
Mark B. DiDuca
John B. Lochner
Albert B. Smith
Egon Jensen

NOES : COUNCIIL: MEMBERS None

ABSENT: COUNCIL MEMBERS None

SIGNED: MAYO THE OF LOS GATOS

[
ATTEST : \
O i
D 24 T/)’/m/«/

CLERK OF/THE TOWN Oﬁ’ LOS ‘GATOS




ORDINANCE NO;

ORDINANCE OF THE TOWN OF LOS GATOS
AMENDING THE TRANSIENT OCCUPANCY TAX

THE TOWN COUNCIL OF THE TOWN OF LOS GATOS DOES ORDAIN
AS FOLLOWS:
SECTION 1,
Section 28-18 of the Code of the Town of Los Gatos is amended
to read;

SEC, 28-18; TAX IMPOSED; WHEN PAYABLE.

For the privilege of occupancy in any hotel, each transient

is subject to and shall pay a tax in the amount of six and one-half
percent of the rent charged by the operator. Such tax constitutes
a debt owed by the transient to the Town, which is extinguished
only by payment to the operator or to the Town. The transient
shall pay the tax to the operator of the hotel at the time the
rent is paid; If the rent is paid in installments, a proportionate
share of the tax shall be paid with each installment. The unpaid
tax shall be due upon the transient's ceasing to occupy space in
the hotel. 1If for any reason the tax due is not paid to the
operator of the hotel, the tax administrator may require that
such tax shall be paid directly to the tax administrator.

SECTION 2.
This ordinance becomes operative July 1, 1977.

SECTION 3,
This ordinance relates to taxes for the usual and current expenses

of the Town, and is effective immediately upon its adoption. The Town
o
XTI A

EXHIBIT E



Clerk of the Town of Los Gatos shall cause this ordinance to be
published once within fifteen.days after its adoption, in the Los
Gatos Times-Saratoga Observer, a newspaper of general circulation,
published and circulated in the Town of Los Gatos.

The above and foregoing ordinance was duly and regularly
introduced at a regular meeting of the Town Council of the Town of

Los Gatos held on the 20th day of June 3 WPETs

PASSED AND ADOPTED as an ordinance of the Town of Los Gatos,
California, at a regular meeting of the Town Council, held on

the  5th _day of _ July ., 1977,

AYES: COUNCIL MEMBERS: ' Ruth Cannon, Mark B. DiDuca,

“John' B: ‘Lochner and Albert B. Shith -

NOES ; COUNCIL MEMBERS: _Mardi Gualtieri -

ABSENT: COUNCIL MEMBERS: None ' "' "' "

SIGNED;

MAYOR JOF THE TOWNSOF “LOS GATOS

ATTEST:

CLERK OF THE TO OF LOS GATOS




ORDINANCE NO. _ 1561-4

AN ORDINANCE OF THE TOWN OF LOS GATOS
AMENDING SECTION 28-18 OF THE TOWN
CODE REGARDING THE TRANSIENT OCCUPANCY
TAX.

THE TOWN COUNCIL OF THE TOWN OF LOS GATOS DOES ORDAIN AS
FOLLOWS :
SECTION 1.
Section 28-18 of the Town Code is amended to read as follows:

SEC. 28-18. TAX IMPOSED: WHEN PAYABLE.

For the privilege of occupancy in any hotel, each
transient is subject to and shall pay a tax in the amount of
ten percent of the rent charged by the operator. Such tax
constitutes a debt owed by the transient to the town, which
is extinguished only by payment to the operator or to the
town. The transient shall pay the tax to the operator of
the hotel at the time the rent is paid. If the rent is paid
in installments, a proportionate share of the tax shall be
paid with each installment. The unpaid tax shall be due upon
the transient's ceasing to occupy space in the hotel. If for
any reason the tax due is not paid to the operator of the
hotel, the tax administrator may require that such tax shall
be paid directly to the tax administrator.

SECTION 2.

This ordinance shall take effect and shall be in force thirty
days after the date of its adoption. Within 15 days after this
ordinance is adopted, the Town Clerk shall cause it to be published
once in a newspaper of general circulation published and circulated

in the Town.

EXHIBIT F



This ordinance was introduced at a regular meeting of the

Town Council of the Town of Los Gatos held on the 6th day of

December » 1982, and adopted by the following vote as an ordinance

of the Town of Los Gatos at a  regular meeting of the Town Council

held on the Jrd  day of January , 1983.
AYES: COUNCIL MEMBERS Joanne Benjamin, Terrence

J. Daily, Thomas J. Ferrito, MarLyn J.

Rasmussen and Mayor Brent N. Ventura

NOES: COUNCIL MEMBERS None
ABSENT: COUNCIL MEMBERS None
ABSTAIN: COUNCIL MEMBERS Nome
P
SIGNED: é %:Z ZZ 6222%;—:
MAYOR™OF THE TOWN OF LOS GATOS
ATTEST:

[

S D g
CLERK DF THE TOWN OF LOS GAT




COUNTY OF SANTA CLARA REGISTRAR OF VOTERS
ESTIMATED COST OF THREE 6-PAGE MEASURES
FOR THE TOWN OF LOS GATOS

NOVEMBER 8, 2016 GENERAL ELECTION

DATA
Registration as of 01/06/2016
Projected Registration (110% of current registration)
Est No. of Sample Ballots Order (115% of current registration)
* Estimated No. of Voter's Information Pages (VIP) per Measure
Estimated No. of Measures

COMPUTATION
FIXED COSTS
Fixed cost per full-measure page
Est No. of full page per measure
Total est fixed costs per measure
Estimated o. of measure
Total fixed costs of measure

PRINTING COSTS
Est number of sample ballots in English
Est number of Voter's Information Pages (VIP) per sample ballot
Total est number of sample ballot pages in English
Language Factor
Est number of measure pages in the sample ballot for all languages
Est printing costs per page
Total est printing costs

TOTAL EST COSTS OF Voter's Information Pages

Estimated Cost per 6-page Measure
Estimated Cost per Measure Page

NOTE: ESTIMATED INFORMATION PAGES
Text of the Initiative

Impartial analysis of County Counsel
Argument in Favor

Argument Against

Rebuttal to Argument in Favor
Rebuttal to Argument Against

R

THREE 6-PAGE MEASURES

17,492

19,241

21,000

6

2
$ 5165
AR )
$ 30,990
2

$ 61,980
21,000
12
252,000
1.4
352,800
$  0.0201

$ 7,091

$ 69,071

$ 34,540

$ 5,760

ATTACHMENT 7
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