
Michael G. Colantuono 
MColantuono@CLlAW.US 
(2 13) 533-41 46 

Colantuono & Levin, PC 
555 West 5th Street, 31 st Floor 

Los Angeles, CA 900 1 3 
Main: (21 3) 533-41 55 

FAX: (21 3) 533-41 91 
WWW.CLLAW.US 

TO: Mayor Bogaard and Members of the FILE NO: 1 1 13 1-0002 
City Council 
City of Pasadena 

FROM: Michael G. Colantuono, Esq. DATE: October 3 1, 2007 
Sandra J. Levin, Esq. 

RE: Utility Users Tax Ballot Measure 

At your October 22, 2007 meeting, you discussed a proposed ballot measure to maintain 
the City's existing utility users tax at the current rate, but to amend definitions in the ordinance to 
address changes in communications law and technology. The Council requested that City staff 
revisit the ballot label - the 75-words-or-less question actually printed on the ballot. The 
attached documcnts arc identical to those prcscnted at your October 22, 2007 meeting except as 
to the date of your action (revised from October to November) and the ballot label, which is now 
proposed to read as follows: 

Pasadena Utility Users Tax Continuation Measure: Shall an ordinance be 
adopted to ratify and continue Pasadena's existing IJtility IJsers Tax to fund 
general city services, including essential municipal services such as police, fire, 
street repair, parks and libraries, provided that low-income seniors and disabled 
residents remain exempt, the ordinance is updated to treat taxpayers equally 
regardless of technology used. and independent annual audits are required? 

If you have further questions about these materials, Sandi Levin and your City Attorney 
and non-legal staff will be in attendance at your November 5Ih meeting to address them. Thank 
you for the opportunity to assist on this interesting project! 

c: Cynthia Kurtz, City Manager 
Michele Beal Bagneris, City Attorney 
Jane L. Rodriguez, City Clerk 
Nick Rodrigue7, Assistant City Attorney 
Julie Gutierrez, Assistant City Manager 
Steve Stark, Finance Director 
Steve Mermell. Assistant Finance Director 
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Report 

TO: CITY COUNCIL DATE: October 22, 2007 

FROM: CITY MANAGER 
ClTY ATTORNEY 

SUBJECT: RESOLUTIONS RELATED TO ORDERING THE SUBMISSION OF 
MEASURE Dl PASADENA UTILITY USERS TAX CONTINUATION 
MEASURE, A PROPOSED ORDINANCE TO AMEND CHAPTER 
4.56 OF THE ClTY OF PASADENA MUNICIPAL CODE TO 
MODERNIZE THE APPLICATION OF THE UTILITY USERS TAX, 
AT THE SPECIAL MUNICIPAL ELECTION ON TUESDAY, 
FEBRUARY 5,2008; AND APPROPRIATING FUNDS FOR 
ELECTION-RELATED COSTS 

RECOMMENDATIONS: 
It is recommended that the City Council: 
(1) Adopt the following resolutions related to ordering the submission of 
Measure D, Pasadena Utility Users Tax Continuation Measure, on the 
February 5, 2008 Special Municipal Election ballot: 

(a) A resolution of the City Council of the City of Pasadena calling and 
giving notice of a Special Municipal Election to be held Tuesday, February 5, 
2008, to submit to the voters of the City of Pasadena an ordinance amending 
Chapter 4.56 of Title 4 of the Pasadena Municipal Code, the Utility Users Tax. 

(b) A resolution of the City Council of the City of Pasadena requesting 
the Board of Supervisors of the County of Los Angeles to authorize and order the 
consolidation of a Special Municipal Election of the City of Pasadena with the 
statewide Presidential Primary Election to be held on Tuesday, February 5, 2008, 
and requesting the County Clerk/Registrar of Voters to provide certain services. 

(c) A resolution of the City Council of the City of Pasadena setting 
priorities for filing written arguments pertaining to a proposed ordinance 
amending Chapter 4.56 of Title 4 of the Pasadena Municipal Code, the Utility 
Users Tax, and directing the City Attorney to prepare an impartial analysis. 

(d) A resolution of the City Council of the City of Pasadena providing 
for the filing of rebuttal arguments for said proposed measure. 

(2) Direct the City Clerk to print the full text of the proposed ordinance, 
including arguments and impartial analysis, in a bilingual (EnglishISpanish) 
supplemental voter information pamphlet to be mailed to each registered voter, 

3 0#22{9QQ1-- 1 1 / 0 5 / 2 0 0 7  ,,,, ,, 
MEETING OF 

- 7 7 A t 4 t -  4 . A .  
- .  



and to print and mail bilingual (EnglishIChinese) supplemental voter information 
pamphlets to voters requesting Chinese translations. 

(3) Approve a journal voucher appropriating $432,000 from the General Fund 
Utility Users Tax Reserve to the City Clerk's Election Account No. 81 14-101- 
263000 for estimated election-related costs for the February 5, 2008 Special 
Municipal Election. 

BACKGROUND: 
On September 17, 2007 the City Council directed the City Attorney to prepare the 
necessary resolutions to submit to the qualified electors of the city at a February 
5, 2008, Special Municipal Election, a Measure to modernize the application of 
the City's Utility Users Tax (UUT). This action was necessitated by recent 
changes in federal regulations, litigation and potential legislation, which threaten 
the City's ability to continue to receive UUT revenues related to 
telecommunications. 

Historically, the City's UUT, as well as that of most cities with such taxes, has 
been applied to telecommunication services in a similar manner as the 
application of the Federal Excise Tax (FET). On May 25, 2006, the IRS issued a 
Notice that it intended to stop applying the Federal Excise Tax to nearly all 
telephone communication services, thus leading some phone carriers to argue 
that the IRS ruling, which dramatically reduces the scope of taxable services, 
also applies to UUT ordinances such as Pasadena's which reference the FET. 

On April 2, 2007 the City Council clarified that this was not the case, and that the 
City's UUT is unaffected by the IRS Notice. Nevertheless, similar actions by 
other municipalities are now in litigation in three class action lawsuits in the Los 
Angeles area and a fourth suit by the Howard Jarvis Taxpayers Association 
against the City of Sacramento. 

Updating the definitions of telecommunications in the City's UUT ordinance, 
though a special election, would eliminate the issues which have been raised in 
the wake of the FET repeal as well as the associated litigation. The proposed 
ordinance would update the telecommunications definitions and confirm the April 
2"d elimination of references to the FET from the UUT ordinance. The new 
definitions will be technology-neutral and reflect the modern use of 
communications so that all taxpayers will be treated equitably. Importantly, these 
changes are expected to be cost-neutral to current users of telecommunications 
as the proposed ordinance does not change the tax rate of the existing UUT. 
Moreover, any future increase in tax rate would require voter approval in future 
elections. 



Attached to this staff report are: 

1. A resolution calling and giving notice of a special election to place 
proposed Measure D on the ballot, to which is attached the proposed ordinance 
for voter approval. The resolution requires unanimous approval of the members 
of the Council present for the vote under Article Xlll C, Section 2(b) of the 
California Constitution, a provision added by Proposition 21 8. 

2. A resolution requesting the Board of Supervisors of the County of Los 
Angeles to authorize and order the consolidation of the special municipal election 
with the statewide presidential primary on February 5, 2008 and requesting the 
County ClerkIRegistrar to provide certain services, 

3. A resolution setting priorities for filing written arguments and directing the 
City Attorney to prepare an impartial analysis. While staff recommends that an 
impartial analysis be prepared, whether to authorize some or all of the members 
of the Council to sign the "yes" argument on Measure D is a policy question for 
the Council. If the Council does not do so, the City Clerk will select a "yes" 
argument for the ballot pamphlet in accordance with the priority order set forth in 
California Elections Code Section 9287. 

4. A resolution to authorize rebuttal arguments for the February 5, 2008 
Special Election on Measure D only. Staff has no recommendation on this 
resolution; whether to adopt it is a policy question for the City Council. Rebuttal 
arguments provide additional information to the voters, but add expense for 
additional printing. 



FISCAL IMPACT: 
The costs associated with consolidating a special municipal election with the 
state presidential primary election are estimated to be $387,000 which includes 
funds for legal notices in English, Spanish and Chinese, translation of election 
materials into Spanish and Chinese and printing and mailing of a supplemental 
bilingual voter information pamphlet. Staff is requesting an additional 
appropriation of $45,000, for a total appropriation of $432,000 to cover the costs 
of providing additional information on the proposed measure. Sufficient funding 
is available in the General Fund UUT reserve, which has a current balance of 
$6.99 million. / 

City Manager 
I 

Michele B. Bagneris -""?!w - 
City Attorney L' 

Prepared by: ' J&/dc ., 
Steve ~ 6 r m k f  
Deputy Finance Director 


















































