
01159.0007/488327.1  
 

 
 

 
CITY OF ARVIN  
Agenda Report 

 
Meeting Date:  August 1, 2018 

               

 
TO:  Arvin City Council 
 
FROM: Jeff Jones, Finance Director 
  Jerry Breckinridge, Interim City Manager  
  Shannon Chaffin City Attorney 
    
SUBJECT: Consideration to Adopt a Resolution Calling a Municipal Election 

to present a Utility Users Tax on Telecommunications, Video, Gas 
and Electricity Services to the Voters to Approve Ordinance 
Describing Tax and Approving Required Actions for Consolidating 
Election with Statewide Election on November 6, 2018 

 
RECOMMENDED ACTION 
 
It is recommended that the City Council adopt the attached Resolution, which would 
provide the voters with the opportunity to decide whether they would prefer to approve 
and ordinance authorizing certain taxes that could be used for public safety, parks, 
streets and other matters. 
 
BACKGROUND 
 

The City of Arvin has suffered a decline in amounts available for general fund 
expenditures and a depletion of its reserve funds due to, among other causes, 
increased expenditures, the 2008 recession and beyond, substantially reduced 
economic activity in the central valley during the last 10 years, and reductions in 
transfers from other city funds.  The City faces a shortfall of funds of approximately 
$1 Million for the fiscal year 2018-19 and will face shortfalls in the future and will 
have to make substantial reductions in services without additional sources of 
revenues. 

 
The City Council previously directed staff to prepare a Utility User Tax ordinance for 
consideration to send to the voters for approval at the regular election to be held on 
November 6, 2018. The California Constitution requires that new taxes be approved by 
voters. (Cal Const art XIIIC, XIIIA.) 
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At the City Council’s direction, staff and the City Attorney have prepared the required 
materials to place a general tax on utility users before the voters of Arvin on November 
6, 2018.  Specifically, if the attached Resolution is approved by the City Council, it 
would direct the placement of the Utility User on the November 6, 2018 general 
election.  Additionally, staff has prepared an Ordinance that would be placed on the 
ballot for consideration by the voters of Arvin and, if approved, would establish the 
specific provision of a Utility User Tax within a new Chapter 3.14 (Utility Users Tax) of 
Title 3 (Revenue And Finance) of the Municipal Code. 
 
The deadline for Council to place such a measure on the ballot is August 10, 2018. 
 
The City Council is one of few cities that does not currently have a utility users tax.   
 
ISSUES/ANALYSIS 
 

The attached Resolution would place the Utility Users Tax before Arvin City voters on 
the November 6, 2018 general election ballot.  This Resolution outlines the 
requirements, actions and obligations of the City of Arvin and Kern County Election 
Officials.  Essentially this Resolution (a) calls election on the utility tax measure, (b) 
authorizes the filing of and dates for arguments, rebuttals and the City Attorney 
analysis, (c) requests the county to consolidate the election and describes the relative 
responsibilities, and (d) approves the ordinance which will be approved by the voters 
as the measure.  Arguments and the City Attorney analysis are due August 15, and 
any rebuttal is due August 24.  The Resolution authorizes the City Manager to file an 
argument on behalf of the Council. 

The ballot measure question to be submitted to the voters is as follows: 

 

MEASURE ___, ARVIN UTILITY USERS TAX ORDINANCE 

 
 
Shall the measure establishing a utility users tax of up to 
a maximum of 7% on charges for telecommunications, 
video, electricity and gas services to raise approximately 
$700,000 to be spent for city services, including police, 
fire, and other emergency services, and street, sidewalk, 
sewer, public works improvements and other unrestricted 
purposes, be adopted? 

 

 

Yes 

 

No 

 

Pursuant to the elections code, the ballot measure must be neutral and provide certain 
information, including the expected revenues. 

The Ordinance to be approved by the Council which talks to the rates and mechanisms 
of the utility users tax is entitled: 
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AN ORDINANCE OF THE PEOPLE OF THE CITY OF 
ARVIN APPROVING ADDING CHAPTER 3.12 (UTILITY 
USERS TAX) OF TITLE 3 (REVENUE AND FINANCE) TO 
THE ARVIN MUNICIPAL CODE TO ENACT A UTILITY 
USERS TAX ON TELECOMMUNICATIONS, VIDEO, 
ELECTRICITY AND GAS. 

 

Pertinent Points related to the Ordinance as follows: 

1.  The tax applies to telecommunications, video, gas and electrical services.  The 
tax does not apply to refuse, sewer or water services.  The tax is intended to 
apply to phone service, including mobile phones, voice over internet protocol, 
cable and satellite TV, electrical and gas services.  Persons who generate their 
own electricity for sale or its own use will also be required to pay the tax. 

2. The ordinance allows the City Council to establish exemptions in the future 
without going to the voters.  The ordinance also exempts public entities and all 
persons not subject to the utility tax pursuant to applicable law.  In order to claim 
an exemption, a utility user would need to fill in an exemption application. 

3. The tax will be collected from the utility service supplier – i.e. telephone 
companies, cable company, electrical company, etc.   There is also the ability 
for the City to collect it from the user.  The utility supplier will fill out a monthly 
tax return and remit it to the City monthly. 

4.  The rate of the tax will be 7%. However, the Council may in its discretion 
determine to levy a lower rate.  The Council may return to the maximum rate at 
any time. 

5.  Penalties are set at up to 15% and interest of 1% per month on past due 
payments.  Additional penalties may apply in certain instances. 

6.  The City Council may establish exemptions, incentives, or other reductions, and 
penalties and interest charges or determinations of tax due for failure to pay the 
tax in a timely manner, as otherwise allowed by the Code or California law.  If 
the City Council does not change anything, rates and penalties are set at the 
maximum per the ordinance. 

7.  The ordinance establishes time periods for refunds and/or challenging decisions 
of the tax administrator.  It also provides for a method of appeals. 

A two-thirds (i.e., 4 Councilmembers) vote of all members of the City Council (Gov’t 
Code § 53724(b)) will be required to pass the resolution to order the submission of the 
proposed utility users tax ordinance to the voters. 
 
Passage of the utility tax measure will require approval by a majority of the voters. 
(The proposed taxes will generate revenue, deposited in the general fund, available for 
any general governmental purpose. Thus the taxes are considered “general taxes.” 
Under Proposition 218, the levy of a new general tax must be approved by a majority 
of voters. (Cal. Const. art. 13C, § 2(b).).) 
 
FINANCIAL IMPACT:   
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Fiscal Impact.  The utility users tax is expected to generate approximately $700,000 
per year for the general fund based upon current estimates of utility services in Arvin 
subject to the tax.  These consist of telephone (mobile, VOIP, and landline), video 
(cable and satellite TV), electricity and gas.     
 
The cost of inserting the measures (utility tax and cannabis tax) at the county level will 
be around $25,000.   
 
ATTACHMENTS 
 

1.  A Resolution Of The City Council Of The City Of Arvin, California, Calling An 
Election And Submitting To The Voters At The General Municipal Election To 
Be Consolidated With The Statewide General Election Held On Tuesday, 
November 6, 2018, A Measure Relating To A Utility Users Tax And A 
Measure Relating To A Commercial Cannabis Tax And Requesting 
Consolidation With The County Of Kern (with Ordinance attached). 
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CITY OF ARVIN  
Agenda Report 

 
Meeting Date:  August 1, 2018 

               

 
TO:  Arvin City Council 
 
FROM: Jeff Jones, Finance Director 
  Jerry Breckenridge, Interim City Manager  
  Shannon Chaffin, City Attorney 
    
SUBJECT: Consideration to Adopt a Resolution Calling a Municipal Election 

to Present a Commercial Cannabis Tax Measure to the Voters to 
Consider Approving an Ordinance Describing Tax and Approving 
Required Actions for consolidating election with Statewide 
Election on November 6, 2018 

RECOMMENDED ACTION 
 
It is recommended that the City Council adopt the attached Resolution, which would 
provide the voters with the opportunity to decide whether they would prefer to assess a 
commercial cannabis tax approve and ordinance authorizing certain taxes that could 
be spent for unrestricted purposes, including police, fire, and public improvements. 
  
 
BACKGROUND 
 
The City Council, pursuant to Chapter 17.64 of the Arvin Municipal Code provided for a 
commercial cannabis regulatory program.  The program establishes regulation of  
commercial cannabis activities within the city including cultivation, manufacture, 
distribution, delivery and sale in certain circumstances, which businesses may operate 
in the City subject to issuance of a City regulatory permit and compliance with the 
operating requirements applicable to such business. 
The City Council previously directed staff to prepare a Commercial Cannabis Tax 
ordinance for consideration to send to the voters for approval at the regular election to 
be held on November 6, 2018. The California Constitution requires that new taxes be 
approved by voters. (Cal Const art XIIIC, XIIIA.) 
 
At the City Council’s direction, staff has prepared the required materials to place a 
general tax on cannabis businesses before the voters of Arvin on November 6, 2018.  
Specifically, if approved by the City Council, the Resolution would direct the placement 
of the Commercial Cannabis Tax on the November 6, 2018 general election.  
Additionally, staff has prepared an Ordinance (Ordinance) that would be placed on the 
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ballot for consideration by the voters of Arvin and, if approved, would establish the 
specific provision of a Commercial Cannabis Tax within a new Chapter 3.19 
(Commercial Cannabis Tax) of Title 3 (Revenue And Finance) of the Municipal Code. 
 
The deadline for Council to place such a measure on the ballot is August 10, 2018  
 
ISSUES/ANALYSIS 
 

The Resolution would place the Commercial Cannabis Tax before Arvin City voters on 
the November 6, 2018 general election ballot.  This resolution stipulates the 
requirements, actions and obligations of the City of Arvin and Kern County Election 
Officials.  Essentially this resolution (a) calls election on the cannabis tax measure, (b) 
authorizes the filing of and dates for arguments, rebuttals and the City Attorney 
analysis, (c) requests the county to consolidate the election and describes the relative 
responsibilities of the City and the County, and (d) approves the ordinance which will 
be approved by the voters as the measure.  Arguments and the Ccty attorney analysis 
are due August 15, and any rebuttal by August 24.  The resolution authorizes the City 
Manager to file an argument on behalf of the Council 

The ballot measure question to be submitted to the voters is as follows: 

 

ARVIN COMMERCIAL CANNABIS TAX MEASURE 
 
Shall the measure establishing a tax of up to 6% of gross 
revenues on commercial cannabis business operations, 
excepting cultivation, and a tax of up to $6 per square 
foot of space used for commercial cannabis cultivation, 
as adjusted annually by CPI, all as described in the 
Ordinance enacting the tax,  to raise approximately 
$150,000 to $300,000 annually to be spent for 
unrestricted purposes, including police, fire, and public 
improvements, be adopted? 

   

 

Yes 

 

No 

 

Pursuant to the elections code, the ballot measure must be neutral and provide certain 
information, including the expected revenues. 

The Ordinance to be considered by the voters for approval which talks to the rates and 
mechanisms of the cannabis tax is entitled: 

ORDINANCE OF THE PEOPLE OF THE CITY OF ARVIN, 
CALIFORNIA APPROVING A TAX ON COMMERCIAL 
CANNABIS ACTIVITIES BY ADDING CHAPTER 3.19 
(COMMERCIAL CANNABIS TAX) TO TITLE 3 (REVENUE 
AND FINANCE) OF THE ARVIN MUNICIPAL CODE  
 

Pertinent Points related to the Ordinance as follows: 
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1. The tax applies to all commercial cannabis businesses in the City whether 
currently allowed under the Zoning Code or allowed in the future e.g. cultivation, 
retail, distribution, delivery, manufacture, etc. even though only retail sales and 
outdoor cultivation is not currently authorized.  If these items are allowed in the 
future or carried on illegally, they are subject to the tax. 

2. The Non-Cultivation tax rate is based on proceeds (i.e. gross receipts from the 
cannabis operation, including sales and services) as follows:   

(a) For Testing, 2% of proceeds; 

(b) For manufacturing: 

6% of proceeds up to and including $625,000;  
3.75% of Proceeds over $625,000 and up to and including $2,500,000;  
2.8% of Proceeds over $2,500,000.  
 

(c) For wholesale distribution, 2% of proceeds; 

(d) For retail, 3.75% of proceeds; and 

(e) For other operations, 4% of proceeds. 

The tax will be collected on a term determined by the finance director (either 
monthly, quarterly or annually).  The initial term is quarterly (and the numbers in 
(b) are based on quarterly). 

3. The Cultivation tax rate is $4 per square foot per fiscal year (July 1 to June 30) 
for space utilized as cultivation area for mixed light cultivation, and $6 per 
square foot for all other cultivation.  While this is an annual tax, it will be 
collected on a term determined by the finance director, initially each quarter.  
This rate is increased annually by CPI. 

4. Penalties are set at up to 25% and interest of 1% per month on past due 
payments. 

5.  The taxes may be set below the maximum taxes allowed by the City Council by 
resolution or ordinance of the council but can be raised back to the maximum at 
any time.  The City Council may establish exemptions, incentives, or other 
reductions, and penalties and interest charges or determinations of tax due for 
failure to pay the tax in a timely manner, as otherwise allowed by the Code or 
California law.  If the City Council does not change anything, rates and penalties 
are set at the maximum per the Ordinance.  The City Council may exempt a 
business from the tax for a period of time by development agreement. 

6.  The Ordinance establishes time periods for refunds and/or challenging decisions 
of the tax administrator.  It also provides for a method of appeals. 

7.  The Ordinance allows for prosecution as a misdemeanor for failure to comply.    

A two-thirds (i.e., 4 Councilmembers) vote of all members of the City Council (Gov’t 
Code § 53724(b)) will be required to pass the resolution to order the submission of the 
proposed cannabis tax ordinance to the voters. 
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Passage of the cannabis tax measure will require approval by a majority of the voters. 
(The proposed taxes will generate revenue, deposited in the general fund, available for 
any general governmental purpose. Thus the taxes are considered “general taxes.” 
Under Proposition 218, the levy of a new general tax must be approved by a majority 
of voters. (Cal. Const. art. 13C, § 2(b).).) 
 
FINANCIAL IMPACT:   
 
Fiscal Impact.  The cannabis tax is expected to generate approximately $150k to 300k  
per year for the general fund based upon anticipated uses in Arvin.  Actual amounts 
may vary.  As of the drafting of this report no licenses have been issued.  Thus, it is 
difficult to predict the future revenue that may be generated by the tax measure 
 
The cost of inserting the measures (utility tax and cannabis tax) at the county level will 
be around $25,000.   
 

 
 
ATTACHMENTS 
 

1.  A Resolution Of The City Council Of The City Of Arvin, California, Calling An 
Election And Submitting To The Voters At The General Municipal Election To 
Be Consolidated With The Statewide General Election Held On Tuesday, 
November 6, 2018, A Measure Relating To A Utility Users Tax And A 
Measure Relating To A Commercial Cannabis Tax And Requesting 
Consolidation With The County Of Kern(with Ordinance attached). 
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