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November 17, 2020 R'70

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION:

Receive and file a report on recommendations on business license taxes and business
fees with regard to the COVID-19 pandemic;

Approve recommendation to allow deferral of payment of business license taxes and
fees until March 31, 2021; and,

Approve a recommendation to provide for grants to businesses to offset business
license taxes and fees for those businesses closed or materially restricted and impacted
for an extended period of time due to the City Health Orders, with an estimated and
maximum cost of $1.3 million plus administrative costs of $75,000. (Citywide)

DISCUSSION

Since the onset of the pandemic, the City has taken a number of substantive steps to aid
businesses impacted by the COVID-19 pandemic and the associated Safer at Home Health
Orders, including various assistance and grant programs, emergency loans, technical
assistance, unemployment insurance benefit support, special permitting, payment plans, and
the deferral of business license taxes and business-related fees, including health and fire fees,
through November 30, 2020.

On August 4, 2020, the City Council asked staff to provide additional options for relief to
restaurants and other businesses for license taxes and health, fire, and business licensing fees.
An initial update regarding this request was provided on August 17, 2020, and a second update
was provided October 9, 2020 (both attached). The purpose of this report is to provide the City
Council with requested background information regarding business license and inspection fees
as well as to provide specific recommendations to provide additional relief to businesses hit
particularly hard by the impacts of COVID-19 and related closures.

Background

In Fiscal Year 2019 (FY 19), a normal, non-pandemic year, the City collected approximately
$24 million in taxes and fees from businesses, including about $4.8 million in cannabis tax
revenues ($19.3 million not including cannabis). This is approximately the amount of revenue
from taxes and fees budgeted and expected to be collected in FY 20 and FY 21. Table 1 on
the following page shows the taxes and fees collected in calendar year 2019 and is likely very
close to the FY 19 collected amount (fiscal year data is not available in the required format).
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Table 1 — Taxes and Fees Collected from Businesses in Calendar Year 2019

?1 Taxes and Fees Collected from Businesses - Calendar 2019 Actual
Non-Rest. Restaurants | Restaurants = HomeBus. | Non-LBBus Total
Non-Full Full Service '

Taxes 9,766,988 | 202,924 | 484,994 1,267,200 2,560,079 | 14,282,185 |
Health Fees | 3,553,550 | 226,192 | 1,156,482 | 7,247 | 0 4943472
Fire Fees | 1,009,530 | 113,280 175,440 | 0 0 1,298,250 |
Other Fees 1,118,545 | 56,258 119,520 | 220,076 | 275,686 1,790,085
BID Assessments 1,263,015 | 77,682 130,870 . 3,638 | 0 1,475,206
Total $16,711,628 | $676,337 | $2,067,306 |  $1,498,161 |  $2,835,765 |  $23,789,197
Business Licenses Issued 21,855 432 869 5,422 7,002, 35,580
Average cost per license $765 | $1,566 | $2,379 $276 | 3405 | $669

Beginning in March 2020, partway through FY 20, the declaration of an emergency related to
COVID-19 resulted in severe restrictions to business activities, particularly in the service
sectors that include restaurants, bars, and personal grooming businesses, which require
annual fire and health inspections. As described above, one of the many actions the City took
to assist businesses was to allow the deferment of taxes and fees for businesses that
determined they could not pay them during the pandemic. This program is helpful to the
impacted businesses, even though the fees and taxes are a small part of overall costs for a
business.

As shown in Table 2, overall revenue from business license taxes and fee revenue was down
a relatively modest 10 percent between February 2020 (February taxes were due in March)
through September 2020 (due in October) compared to the previous fiscal year. Overall
business license taxes and fees revenue was down by approximately 4 percent for the entire
fiscal year (compared to FY 19). These numbers do not include cannabis taxes as those
businesses did not appear to be negatively impacted by the pandemic and, if included, would
distort the overall results. The unusual pattern in Table 2 for June and July showing FY 20
higher is likely a short-term timing issue that also reduces FY 20 in other nearby months and
does not appear to distort the overall results for the eight-month period.

Table 2 — Taxes and Fees Collected from Businesses in FY 20 vs. FY 19
‘Business License Taxes & Fees Cash Receipts: By Month (not including cannabis)

FY 19 FY 20 var.$  Var.% FY 19 FY 20 Var.$  Var.%
October 1,293,336 1,974,637 681,302 ‘
‘November 2,218,333 . 1,943,133 | {275,199
December 1,514,607 = 1,504,792 - {9,815
Jenuary 1,982,834 2,102,270 119,436 | ,
February 1,172,232 945,942 {226,290}
March 1,096,428 974,260, (122,16}
April 1,142,700 838,046 {304,654)
May 1,282,215 922,715 {359,500}
June 1,274,676 1,597,233 322,557
Juiy 3,106,051 3,176,275 70,224
August 3,174,711 . 2,803,663 (371,048}
September 1,466,552 1 1,150,782 {315,771}
ThruSeptember - 7,009,109 © 7,524,833 515,724 74 13,715,565 12,408,916 (1,306,649  -10%

Total for Year 20,724,674 19,933,749 (790,925)  -3.8%
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The business sectors where payment was deferred the most were the retail and services
sectors. These sectors include restaurants and beauty salons, et al., and are the same
business sectors experiencing the greatest impacts of the Health Order restrictions through
mandated closures. Overall, it appears that many businesses are surviving the pandemic but
that others are having great difficulty, especially if they have been partlally or completely closed
by the Health Order.

Approximately $10 million in fee revenue is normally collected annually from businesses, with
health inspection-related fees being the largest fee category. This includes approximately $1.5
million in Business Improvement District (BID) fees collected and passed through to the BIDs,
which is essential for the BIDs to continue to operate and provide support services to their
member businesses. Departments have reviewed every fee they charge and have found very
few where the services are not or will not be provided. All staff and resources needed for these
City services are paid for by fee revenue. Many of these services are provided annually or on-
demand and those services are expected to continue to be provided regardless of whether the
business is open or temporarily closed. If a business is temporarily closed, annual inspections
will be completed when the business is open again. It is unlikely that the City will receive
complaints regarding a business that is closed, so complaint-driven inspections and services
will likely not be provided while a business is closed. However, in general, services are
provided by the City or will be provided when a business is open, even if it is not open for full
service. In any event, the City is fully paying for the cost of staff to provide those services.

Findings
Based on the above information, the findings about the overall situation are as follows:

1. Services provided by taxes and fees collected from businesses are expected to continue
to be provided.

2. The City continues to make expenditures at the normal rate for the staff and services
related to the tax and fee revenue of $24 million annually. This funding is necessary to
balance the budget.

3. Most businesses can pay these relatively small taxes and fees (compared to their other
fixed costs).

4. Some businesses are struggling and any help, even relief from the relatively small taxes
and fees (compared to their other costs), will help them survive.

5. The pandemic is far from over and while many businesses are not at risk, others are at
risk and some will fail.

6. Where financially feasible, it is in the interest of the City to consider assisting businesses
to survive this unique natural disaster. Businesses are key to the City’'s economic
activity including employment for Long Beach residents and tax revenue to the City; and
on the other hand, the taxes and fees are used to provide services to businesses and
the public and those services are still being provided.

7. There are resources available, and potentially more coming for businesses and
restaurants through current and new grants and businesses and restaurants and can
get information through the Economic Development Department using either its website
at www.longbeach.gov/4BIZ or by phone at 562 570 4BIZ.
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Recommendations

Based on the findings and analysis above, the following recommendations are proposed for
City Council approval:

1. Extend the business license tax and fee deferral period until March 31, 2021, for those
self-selected business owners who believe it will help them survive the pandemic.

2. Provide an application process through the Economic Development Department for a
“Business License Tax and Fee Grant,” pro-rated for a portion of the business license
taxes and fees based on how long businesses are materially restricted and impacted as
a result of the Health Order and meet the general criteria below (additional details for
what qualifies and what is restricted will be developed as part of implementation).

3. Provide a January 1 through March 31, 2021 application period for calendar year 2020
fees.

Grant Program Overview

o Eligibility

O

Grant amount would be for the total business license taxes and fees billed to the
business during the calendar year period. The total taxes and fees billed would be
inclusive of BID fees and any penalty for late payment fee incurred during that time
for the taxes or fees. The grant is prorated as described below.

Eligible businesses are those that can demonstrate major financial hardship because
of the Long Beach Health Order impacting their primary business model such as a
sit-down restaurant or a personal services business where customers would
normally, in a non-pandemic environment, be served and would stay indoors for 20
minutes or longer. Examples include restaurants that are primarily sit-down for
services, bars and entertainment venues, and personal services establishments
(barbershops, gyms, beauty salons, tattoo parlors, massage, etc.).

The grant amount is prorated between 30 and 90 days with a full grant amount if 90
days or more, prorated between 30 and 89 days and no grant if under 30 days.

Eligibility is based on a grant application and self-reporting providing the information
requested in the grant process, subject to verification by the City.

Businesses must not be in bankruptcy or permanently closed at the time of
application. -

Non-eligible businesses include (but are not limited to) retail stores, grocery stores,
construction businesses, businesses that use an office environment, and any
business that can effectively use telecommuting or conference. Fastfood and quick
serve restaurants also do not qualify. Additional restrictions and exclusions may be
included when the full grant implementation guidelines are developed.

e Administration

@]

Temporary staff are expected to be hired to administer the grant program, assist with
determining eligibility, and recording the information in our accounting systems;
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contractual services would be used to assist with any program modifications or other
needs. The administration cost is roughly estimated at $75,000.

o The Economic Development Department will oversee the grant program and will
determine eligibility and the grant amounts.

o Normal billing for business license taxes, fees and penalties will begin April 1, 2021,
for any unpaid taxes or fees not offset by the grant program.

o The grant is a payment to the business to assist a business’s cash flow, not a
reduction or elimination of any required tax or fee payment. To the extent a business
has deferred payment, the grant will be retained by the City to avoid the situation and
double work where the business pays the taxes and fees and then the City provides
a cash flow assistance grant.

o The grant process will be based on self-reporting with the ability of the City to seek
verification. Basic information provided by a business is expected to include: 1) the
restrictions provided by the Health Order as it effected the business over time, e.g.,
closed for X days, 25% occupancy for X days, outdoors only for X days, 2) the steps
the business is taking to adjust, 3) the revenue and expenditure impact during the
eligibility period (2020), and 4) the amount of the Long Beach business license taxes
and business fees paid and/or billed during the eligibility period (2020).

o The grants will use equity criteria similar to the CARES Act business grants that
create additional emphasis on supporting those in minority communities, low-income
areas, and areas most impacted by COVID. The maximum amounts recommended
(up to 100%) may be adjusted for various businesses through an equity point system
similar to the CARES Act business grants. '

o The total grant payments would be a maximum of $1.3 million and will be awarded
on a first come, first served basis subject to the equity criteria described above.

e Funding

o The grant program including administrative costs, will be funded first from any grant
funds, to the extent they are available, and then from the expected use of General
Fund emergency reserves and potentially Health Fund reserves as needed. Given
the financial crisis our businesses are in, it would seem to be an appropriately limited
and logical use of emergency reserves, if the City Council believes it is a critical
expense in this pandemic situation.

This matter was reviewed by Finance Director John Gross on November 8, 2020 and by
Assistant City Attorney Michael J. Mais on October 28, 2020.

TIMING CONSIDERATIONS

City Council action is requested on November 17, 2020, to provide time to notify businesses of
the deferral extension and implement the grant application program.
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EQUITY

The City has incorporated the Equity Toolkit in this recommendation, as requested by the City
Council on April 21, 2020. For many underrepresented community members, the pandemic
has the potential to exacerbate existing racial, economic, health, education, and gender
inequities. In response, the City, in developing the detailed implementation guidelines, will
consider racial and economic equity and examine how the most vulnerable businesses to the
impacts of COVID-19 will be affected. As much as possible, spending allocations will be made
equitably to address the greatest COVID vulnerability in priority areas.

FISCAL IMPACT

The first recommendation provides for deferral of business license taxes and fees for those
business owners who decide it is in their interests due to the pandemic to not make immediate
payment of business license taxes and fees (the deferral does not waive or forgive the taxes
and fees, and for most businesses it will be in their interest to make timely payments). The
deferral end-date extension, from the current November 30, 2020 to March 31, 2021, will not
have an impact on the City’s revenues as the City expects to still collect these taxes and fees
within FY 21.

The second recommendation provides a grant for taxes and fees for eligible businesses
impacted by the COVID-19 pandemic. With the cap of $1.3 million in grants, the fiscal impact
is a maximum of $1.4 million over both grant eligibility periods, including $75,000 for grant
administration. This maximum and estimated costs are the same; the estimate is based on
double the estimated amount of deferred tax and fee payments that occurred between March
and October 2020. Because the FY 20 and FY 21 budget situations are very difficult and
expected to have a combined shortfall that seems likely use up all the City’s operating reserves
this program will be very problematic to fund as it will likely require the use of our emergency
reserves. While the City may be able to use any future federal assistance to support this, that
funding is not guaranteed or currently available. To fund this now, it should be assumed that
the cost for the grant program will be funded from General Fund emergency reserves and
potentially Health Fund reserves (to the extent legally and financially feasible).

Notwithstanding the above analysis, it is also important to consider that a considerable number
of the businesses who will be eligible for a grant have already deferred or will defer payment
of their business license fees and taxes. In those situations, the City has not received revenue
and may or may not receive that revenue in the foreseeable future. To the extent the City would
never receive that money, the awarding of a.grant has no net cost as the money effectively
goes back to the City to make it whole in terms of deferred license taxes and fees. There is no
way to assess whether this situation will have a significant impact on lowering the net City cost
of the grant program.

BIDs that have had their revenue (collected by the City as one of the business fees) deferred
due to the non-payment of business license fees will benefit from the proposed grant program
as the program will ensure that at least some of the deferred fees are paid to them.

This recommendation has significant staffing impact beyond the budgeted scope of duties to
develop and administer the grant program and is consistent with existing City Council priorities.
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Regardless of the significant staffing impact, the new program may result in difficult decisions
for staff priorities as there are so many top priorities due to the pandemic and the budget
situation that resources, regardless of funding, are difficult to find. There may be a positive local
job impact as a result of the grant program, but the projected number of local jobs impacted is
unknown. The grant program is expected to aid the local economy by helping severely
impacted businesses survive the pandemic.

SUGGESTED ACTION:
Approve recommendation.

Respectfully submitted,

JOHN GROSS
DIRECTOR OF FINANCIAL MANAGEMENT

ATTACHMENT A — AUGUST 17, 2020 CITY COUNCIL UPDATE
ATTACHMENT B - OCTOBER 9, 2020 CITY COUNCIL UPDATE

APPROVED:

e
THOMAS B. MODICA
CITY MANAGER
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Pursuant to the California Environmental Quality Act (CEQA) and the State CEQA Guidelines,
the City, as Lead Agency, prepared an addendum EIRA-02-20 (Attachment D) to a previously
certified Program Environmental Impact Report (PEIR) EIR 03-16, State Clearinghouse No.
2015051054 prepared for the General Plan LUE Update and UDE. The EIR Addendum analyzed
the proposed project in accordance with the PEIR and determined that the project will not result
in any new significant impacts that exceed those analyzed in the PEIR. The PEIR found
significant and unavoidable impacts related to air quality, global climate change, noise, and
transportation. However, none of the conditions requiring a new subsequent or supplemental
environmental impact report, as stated in Section 21166 of the Public Resources Code or in
Sections 15162 or 15163 of the CEQA Guidelines, are present. Thus, the addendum was
prepared pursuant to CEQA Guidelines Section 15164.

TIMING CONSIDERATIONS

Pursuant to Section 21.25.103 of the Zoning Regulations, this request should be presented to
the City Council within 60 days of the Planning Commission hearing, which took place on June
4, 2020. While the advisory 60-day period could not be met, the earliest possible City Council
action is requested on November 17, 2020.

FISCAL IMPACT

This recommendation has no staffing impact beyond the normal budgeted scope of duties and
is consistent with existing City Council priorities. While this action is intended to promote future
economic activity, any projection of its impact would be speculative. Therefore, there is no fiscal
or local job impact associated with this recommendation.

SUGGESTED ACTION:

Approve recommendation.

Respectfully submitted, APPROVED:
~ /’/( T o S
= &‘ = . R g = :
6//‘(///{':// é / {::«wﬁ% lﬂf{f” //ﬂﬁfi”‘:”"
OSCARW. ORCI THOMAS B. MODICA
DIRECTOR OF DEVELOPMENT SERVICES CITY MANAGER

Attachments: Ordinances (2)
A — Zoning Code Update
B — Zone Change Map
C - Findings
D — Addendum to PEIR 03-16




Attachment A

City of Long Beach Memorandum
Working Together to Serve

Date: August 17, 2020

To: Thomas B. Modica, City Manager ”f/%

From: John Gross, Director of Financial -

For: Mayor and Members of the City Council

Subject: Restaurant Business License and Fees (and other Businesses)

At its August 4, 2020 meeting, the City Council requested the City Manager to evaluate the
feasibility of implementing a temporary suspension of the health, fire, and business licensing
renewal fees for restaurants, and other businesses, impacted by the COVID-19 pandemic. This
memorandum provides an update on this request.

Staff have preliminarily gathered data to provide a breakdown of the taxes and fees paid by
businesses in the City. The table below illustrates the taxes and fees collected from business
in Long Beach for Fiscal Year 2019 (FY 19). Finding non-grant funding to provide grants to
reimburse businesses for the taxes or to waive fees is expected to be an issue as it is not clear
how much operating or emergency reserves the City will have available if it does not further
reduce services.

Taxes and Fees Collected from Businesses - FY 19 Actual
Non-Rest, Restaurants  Restaurants Full  Home Bus. Non-LB Bus Total
Non-Full Service Service
Taxes 9,766,988 202,924 484,994 1,267,200 2,560,079 14,282,185
Heaith Fees 3,553,550 226,192 1,156,482 7,247 0 4,943,472
Fire Fees 1,009,530 113,280 175,440 0 0 1,298,250
Other Fees 1,118,545 56,258 119,520 220,076 275,686 1,790,085
BID Assessments 1,263,015 77,682 130,870 3,638 0 1,475,206
Total $16,711,628 $676,337 $2,067,306 $1,498,161 $2,835,765 $23,789,197
Business Licenses Issuad 21,855 432 869 5,422 7,002 35,580
Average cost per license $765 $1,566 $2,379 $276 $405 $669

To allow time for staff to prepare a full report and for City Council to review it, the City will
extend the current deferral of penalties with regard to payment of any business license bill
issued after March 16, 2020 to October 31, 2020. A business may elect to pay a bill (and quite
a few seem to be doing so), but even if a bill is not paid, no penalty will accrue until after October
31, 2020. The effect of this deferral is that businesses will be able to pay their bills without
penalty as late as October 31, 2020. This deferral will also include Health fees that were billed
in July 2020. The Health bills will also have no penalty if not paid until after October 31, 2020.

The City will be soon issuing a press release announcing this accommodation (no penalties
until after October 31, 2020) unless there is any concern expressed by the City Council in the
next few days. If there is concern about this interim course of action, staff will hold off
announcing and agendize the matter for the next available meeting.
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Staff will be coming back to the City Council as soon as possible with additional information
and recommendations. In the meantime, this action provides cash drain relief for all businesses
who choose to take advantage of it.

Please do not hesitate to contact me at (562) 570-6427, if you have any questions or concerns.

cc: CHARLES PARKIN, CITY ATTORNEY
DouGLAS P. HAUBERT, CITY PROSECUTOR
LAURA L. Doup, CITY AUDITOR
LINDA F. TATUM, ASSISTANT CITY MANAGER
KEVIN JACKSON, DEPUTY CITY MANAGER
TERESA CHANDLER, DEPUTY CITY MANAGER
ReBECCA G. GARNER, ADMINISTRATIVE DEPUTY CITY MANAGER
MoniQuE De LA GARzA, CITY CLERK (REF. FILE #20-0715)
DEPARTMENT HEADS
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CITY OF

LONG

Memorandum

Date: October 9, 2020

To: Thomas B. Modica, City Man ager//&/
\

™,

From: John Gross, Director of Financial Management aﬁm@@g
For: Mayor and Members of the City Council

Subject: Update on Restaurant and Other Businesses Licenses and Fees

This memorandum provides a further update to City Council’'s August 4, 2020 request to
provide options for relief to restaurants and other businesses for license taxes and health, fire,
and business licensing fees. An initial update was provided on August 17, 2020.

Since the onset of the COVID-19 pandemic, the City has taken a number of substantive steps
to aid businesses impacted by the pandemic and the associated Stay at Home Health Orders,
including various assistance and grant programs. These steps include emergency loans,
technical assistance, unemployment insurance benefit support, and deferral of business
license taxes and business-related fees, including health and fire fees, through October 31,
2020.

Staff has been developing custom reports to analyze receipts and is also looking at whether
the services paid for by business fees are actually being provided by the City. Staff are also
exploring other relief options, which will include recommendations for the restaurant industry,
one of the business groups hardest hit by the pandemic. Staff anticipate bringing a report and
recommendations for City Council consideration and direction at its November 17, 2020
meeting.

As the situation continues to be difficult for segments of Long Beach businesses, the City is
extending the timeframe for deferral of late payment penalties from the current end date of
October 31, 2020 to November 30, 2020. The effect of this deferral is that businesses will be
able to pay their bills without penalty as late as November 30, 2020. This deferral will also
include Health, Fire, and other departments’ fees that have been billed during the pandemic
period (beginning March 16, 2020). Businesses able to make payments are encouraged to do
so (and many have), which helps avoid a later cost for those businesses. However, for those
businesses suffering major cash flow issues, the deferral of license taxes and fees will be of
help.

We will be soon issuing a press release announcing this further accommodation (no penalties
until after November 30, 2020), unless there is any concern expressed by the City Council in
the next few days. If there is concern about this course of action, staff will hold off announcing
and agendize the matter at the next available meeting.
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Please do not hesitate to contact me at 562-570-6427, if you have any questions or concerns.

cC: CHARLES PARKIN, CITY ATTORNEY
DoucLAs P. HAUBERT, CITY PROSECUTOR
LAURA L. Doup, CITY AUDITOR
LiNDA F. TATUM, ASSISTANT CITY MANAGER
KEVIN JACKSON, DEPUTY CiTY MANAGER
TERESA CHANDLER, DEPUTY CITY MANAGER
REBECCA GARNER, ADMINISTRATIVE DEPUTY CiTY MANAGER
MONIQUE DE LA GARzA, CITY CLERK (REF. FILE #20-0715)
DEPARTMENT HEADS






