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Background
On July 24, 2018, the City Council authorized the establishment of the Future Financial
Opportunities Committee (FFOC) to evaluate revenue options and strategies to address
current and projected General Fund structural deficits and to avoid reductions in City
services. Many of the expenses driving the projected deficits are from outside sources
and include but are not limited to, cost increases in PERS retirement contributions,
insurance premiums, and landscaping maintenance. The Committee’s task was to
consider strategies for increasing General Fund revenues to address the impending
structural deficits. Through an application and interview process, the following
individuals were appointed to the FFOC:
Peter Alvarado
Russell Binder
Bob Bowcock
Maury Feingold
Gregory Lantz
Tammy Phan
Kevin Pray
Isaac Rahmim
Amanda Sabicer
The Committee met ten times between September 2018 and March 2019, and received
information on the City’s current and future financial status, considered revenue options
including: various taxes, user fees, fines, and commercial and economic development
opportunities. A meeting schedule with topics for discussion was presented at the first
meeting and was subject to change throughout the process based on Committee
feedback and adequate time to prepare requested analyses. Committee Members also
requested items to review throughout the process, which were researched and
discussed over the past six months. To view these supporting documents such as
agendas, reports, and minutes, please visit the document archive system on the City’s
website.

Discovery
To orient the Committee, staff presented an overview of municipal finance, including
special revenue funds and enterprise funds, with specific focus on the City’s General
Fund. Staff detailed the range of services funded by the General Fund, discussed
factors contributing to the City’s projected General Fund structural deficits, reviewed the
budget process for 2018-19, and provided a long-term outlook of the City’s finances.
Staff projections included General Fund budget deficits growing from approximately
$1.0 million in 2019-20 to $1.8 million in 2021-22. These deficits formed the basis for
discussions of new and additional revenues to balance future General Fund budgets to
improve financial stability and avoid service reductions to the City of Claremont. It is
important to note that as the Committee process progressed, there were items that the
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Committee did not feel were in their purview and that were removed from the schedule.
Most notable is the consideration of changes and/or reductions in service. While the
Committee recognized that exploring service reductions is an important conversation
when addressing structural deficits, the Committee Members agreed that
recommendations on reducing the City’s expenses were outside the charter of the
FFOC and merited more time and discussion than possible in the Committee’s meeting
schedule. Ultimately, since service reductions impact the quality of life of residents, it
should be facilitated as a broader conversation with the Claremont community.
As the FFOC proceeded with reviewing and recommending revenue strategies, staff
presented information on general revenues such as the Utility User Tax, Transient
Occupancy Tax, and Sales and Use Tax at the October 8, 2018 meeting. For reference,
staff included comparison data on tax rates from other local jurisdictions. Additionally,
the Committee received projections to show potential revenue if the Committee were to
move forward with recommending any of the above tax measures.
In addition to taxes, the Committee discussed items such as forming a City-based nonprofit organization as a way to accept donations, a parking management plan for the
Village, special voter approved revenues, student fees, user fees and fines, City assets,
potential commercial and economic development locations, college and non-profit
property tax exemptions and business license tax, and purchasing corporations.

Crafting a Recommendation
In order to organize the topics to begin crafting a recommendation, staff created an
evaluation matrix for the Committee to assess all revenue options relative to one
another. The matrix was originally drafted to include the topic and evaluation categories
such as the amount of potential revenue, timeline for implementation, flexibility in
spending, enforcement costs and challenges, the percent of revenue collected versus
what actually gets put back into the budget, impacts to the character of Claremont,
among others. Approximately half way through the Committee process, Committee
Members voted on topics already discussed to start prioritizing the most viable potential
revenue sources. The evaluation matrix was a working document only periodically
updated, and the various versions are included in the meeting materials referenced in
this report, which are available on the City’s website.
As votes were cast, the Committee placed recommendations into three general
categories:
1. Immediate Recommendations – Items recommended to be implemented by the
City Council now;
2. Future Recommendations – Items that the City Council should explore further at
a later date and consider implementing; and
3. Not Recommended – Items that the City Council is recommended to not
implement.
4

Summary of FFOC Recommendations
The Future Financial Opportunities Committee recommends that the City Council:
A. Consider the following items for immediate implementation:
1. Sales & Use Tax
2. Regulate Short-Term Rentals
3. Student Fees
4. Purchasing Corporations;
B. Consider the following items for future implementation:
1. Transient Occupancy Tax
2. Utility User Tax
3. Parking Management Plan
4. Commercial and Economic Development; and
C. Not Recommended:
1. Foundation Formation
2. Special Voter Approved Revenues
3. User Fees and Fines
4. City Assets
5. College and Non-Profit Property Tax Exemptions and Business License
Tax

Immediate Recommendations
1. Sales and Use Tax
The City of Claremont’s Sales and Use Tax rate is currently at 9.5 percent, and the City
relies heavily on Sales and Use Taxes to support the General Fund, receiving
approximately $4.5 million per year. Under current State law, the maximum sales tax
rate that can be imposed is 10.25 percent. If the City were to place a 3/4 cent sales tax
measure on an upcoming ballot, staff estimates that it would result in approximately
$2,500,000 in additional annual General Fund revenue. This figure is higher than that of
$2,182,500 provided to the Committee during its discussions on sales tax at its October
8, 2018 meeting, which reflects updated projections provided by the City’s sales tax
consultant.
Although many Committee Members did not anticipate a tax measure being the
Committee’s primary recommendation, a sense of urgency in the desire to place a sales
tax measure on the ballot became apparent through the process because of emerging
regional sales tax initiatives. The Committee was made aware by staff that Los Angeles
County, Southern California Air Quality Management District, and other regional and
local public agencies are exploring placing their own sales tax measures on the
November 2020 ballot, effectively addressing their own budget concerns. If the County
or other agency passes a regional sales tax measure before the City, it would capture
the remaining potential sales tax revenues up to the State maximum of 10.25 percent
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and steer locally spent dollars to another agency’s budget while also limiting the City’s
ability to collect its own sales tax in the future.
In order to impose an additional 3/4 cent sales tax, the City Council must place a
measure on the ballot for Claremont voters to approve the tax. A successful measure
would require a simple majority (fifty percent plus one) of affirmative votes. Claremont
would not be alone in raising its local sales tax rate. Additional Sales and Use Taxes
have been implemented by several Los Angeles County cities over the past few years
as a means to provide funding for core city services. Since 2016, nineteen cities in Los
Angeles County have received voter approval for additional Sales and Use Taxes. On
the November 2018 ballot alone, eleven L.A. County cities were successful in having
Sales and Use Tax measures approved by their voters. In March 2019, the neighboring
City of Glendora was successful in obtaining voter approval of a sales tax measure.
This will enable Glendora to capture additional revenue for their City ahead of other
agencies.
The FFOC recommends to the City Council that they consider placing a Sales and Use
Tax measure on the November 2019 ballot.
2. Regulate Short-Term Rentals
The City’s Municipal Code currently prohibits the rental of residential properties for
periods of fewer than thirty days. In spite of this prohibition, it is estimated that between
50 and 100 short-term rental properties are currently available for rent through online
booking sites. The Committee recognizes that short-term rentals exist in Claremont.
Regulating short-term rentals will aid in providing more lodging options to assist with the
current limited supply of hotel space, as well as generate revenue to the City. The
amount of potential revenue is difficult to estimate since it is dependent on knowledge of
the number of properties rented and the revenue each property owner generates.
Regulation will provide transparency to the City’s current short-term rental market and
bring revenue through the collection of Business License taxes and permit fees charged
to the property owner, and a Transient Occupancy Tax that would be charged to the
renter.
Other cities, such as Santa Monica, have been successful with working with companies
such as Airbnb to regulate short-term rentals. Additionally, if the Council moves forward
with this option, there are several companies that offer short-term rental services that
could aid the City with compliance and revenue management, as well as software
tracking solutions.
The FFOC recommends to the City Council that they consider regulating short-term
rentals in the City of Claremont.
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3. Student Fees
Another concept proposed by the Committee is the implementation of a per student fee
for those attending the Claremont Colleges. This fee would be collected by the Colleges
from students and remitted to the City. The Committee recognizes that the Colleges are
a benefit to the Claremont community and at the same time, the City works hard to
create a safe, clean, livable, and desirable environment for students attending the
Colleges. The Committee also believes that there is a sense from residents that the
presence of the students has an impact on City resources and that they may not be
sharing the full burden of those impacts. For that reason, the FFOC recommends to the
City Council that they consider entering into negotiations with the Claremont Colleges to
discuss this potential fee.
It is important to note that fees such as these are not enforceable and parameters for
spending revenues are subject to terms of any agreement that may be reached with the
Colleges. The implementation of a student fee could only be achieved through a
successful negotiation process with the Colleges, but the City has no means to compel
the Colleges to implement and collect such a fee. However, the Committee believes that
a measurable, annual contribution and consistent revenue stream generated by the
Colleges would yield a sense of buy-in and collaboration with the broader community.
4. Purchasing Corporations
The Committee recommends approaching developers of large projects to establish
purchasing corporations for their projects. Under such a concept, large development
projects (such as those completed by the Colleges or Village South) would be
encouraged to register the development as a “point of sale” for the purpose of allocating
to the City sales tax revenues generated by the purchase of taxable supplies and
equipment used in the construction, renovation, and/or equipment for the development.
The impact to the developers would be minimal since they must pay sales tax on the
purchases anyway. The largest source of potential taxable sales would likely be the
equipping of new or renovated facilities with furniture, fixtures, and equipment (FFE), as
costs can be significant.
The potential increase in sales tax revenue associated with the establishment of
purchasing corporations is not known at this time. Any revenue would vary annually
based on the number and size of participating development projects. To provide an
example, a large development project that required the purchase of $1 million in taxable
furniture, fixtures, and equipment could generate approximately $10,000 in sales tax
revenue to the City if the location of the development was registered as the point of sale
for the purchase of the taxable equipment.
The FFOC recommends that the City Council direct staff to begin implementing this item
immediately.
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Future Recommendations
1. Transient Occupancy Tax
Transient Occupancy Tax (TOT) is charged on stays in the City of Claremont of thirty
consecutive calendar days or fewer. The current TOT rate in Claremont is 10 percent.
As of April 2017, California cities that charge TOT ranged from 3.5 percent (City of Bell)
to 15 percent (City of Anaheim). Staff presented the Committee with projections of a
one percent to three percent increase, which would yield $140,000 to $420,000 in
additional General Fund revenue annually. Although this is not a substantial amount of
revenue, the Committee feels that it may have a better chance being passed by voters
because it would apply to hotel stays, which would primarily affect visitors to the City
versus residents and property owners. After sales tax, TOT was considered by the
Committee to be the next most viable voter-approved measure.
The FFOC recommends to the City Council they consider TOT in the future to generate
revenue.
2. Utility User Tax
Utility User Tax (UUT) applies to the net consumption of utilities such as electricity,
water, gas, cable television, and land-based and wireless telephone. The current UUT
rate in Claremont is 5.5 percent. As of January 2017, California cities that charge UUT
ranged from 1 percent (Vernon) to 11 percent (Culver City). Staff presented the
Committee with a one percent to three percent increase, which would yield $805,500 to
$2,416,500 in additional General Fund revenue annually. Although the potential
additional revenue is substantial, Utility User Tax directly affects residents, unlike TOT.
Further, the Committee felt that changes in behavior such as installing solar panels and
water efficient irrigation may reduce utilization and thus potential revenue.
The FFOC recommends to the City Council they consider UUT in the future to generate
revenue.
3. Paid Parking System
Merchants, residents, and visitors to the Village have noted for many years that parking
is a challenge. Parking in commercial downtown areas in every community is coveted,
and businesses would benefit from a parking structure, or some other parking
management plan. In addition to the benefit to customers and business owners, a
parking management plan could generate needed revenue for a community.
A Parking Management Plan was presented to the Committee and highlighted a mobile
and kiosk-based paid parking system in the Village to ease congestion. Based on
conservative turnover assumptions, with different resident and non-resident pricing, staff
estimated a minimum level of gross revenue generation would be between $2.9 million
and $3.3 million annually.
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For reference, revenues of this magnitude would place paid parking as the fourth
highest General Fund revenue, behind property tax, sales tax, and utility user tax. Staff
also suggested that 15 percent of annual parking revenue could be dedicated to
enhanced Village maintenance and 10 percent set aside for capital improvements in the
Village. The proposed Parking Management Plan also included a Lyft subsidy program
and an update on dockless bike and electric scooter systems. The Committee had
several questions about a paid parking system, particularly on how the software and
start-up was structured, but they were generally interested in the City moving forward
with taking the plan to the Chamber of Commerce, businesses, and the public.
The proposal was publicized on social media, in City publications, and in presentations
to business organizations. The City invited the community to take a survey to gather
suggestions and opinions. More than 1,500 responses were received from residents,
businesses, and visitors through the survey, social media, and a community petition.
The City announced at the December 17, 2018 FFOC meeting that it was removing the
Village paid parking proposal from consideration based on the overwhelming, mostly
negative response from the public.
The FFOC understood staff’s decision to withdraw the proposal, but also recognized a
paid parking system could alleviate the Village’s significant parking challenges and
serve as a viable revenue generator that should be revisited in the future.
4. Potential Commercial and Economic Development
Commercial and Economic Development projects have the ability to revitalize
commercial districts and neighborhoods, create economic growth and investment in the
community, and also generate revenue through building permits and eventual property
and sales tax revenue.
Staff presented a current map of potential commercial and economic development
locations, scales, and timelines throughout the City. The developments discussed were
the Marie Callender’s property on Foothill, Village South, the Auto Center, Greyhound
Station, Knights Inn, Peppertree Square, the Commons, and the Holiday Rock Pit.
Although most potential development plans are several years away from completion
and any revenue to be realized is at least two to three years out, the Committee
recommends that the City Council direct staff continue to pursue commercial and
economic development projects that will produce revenue.

Not Recommended
As the Committee was tasked with considering strategies to increase General Fund
revenue for general purposes, it became evident that some items were either too limited
or specific for those general purposes. Additionally, some items would not yield
sufficient revenue, may pose various legal challenges, or they were items that already
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had mechanisms in place to receive and/or increase revenue. Each subject was
researched and presented by staff, and considered by the Committee, but for the
reasons stated above are not recommended for City Council consideration.
1. Foundation Formation
Nonprofit foundations are tax-exempt entities under Internal Revenue Code 501(c)3 that
are established to raise funds for an organization or a cause and are associated with
charitable giving. Foundations are often established with the purpose of providing
additional funding, as contributed by private donations, towards local, educational, and
public safety governmental organizations. An example is the Claremont Educational
Foundation, which raises funds to offset and supplement certain programs, classes,
events, and special projects for the Claremont Unified School District that falls outside
of the District’s ability to fund or support a program.
Forming a City foundation was a concept that was proposed by the Committee as a way
for the City to accept private donations, and yet provide the tax-exempt status benefit to
the donor. Staff’s research revealed that forming a nonprofit corporation is a fairly
straightforward process. However, due to the potential staff time involved in establishing
the foundation, and then proactively soliciting the community for donations, the
Committee does not recommend City Council move forward with this item. Furthermore,
the City currently receives the occasional contribution or donation for various programs,
of which they are also tax deductible by the donor.
2. Special Voter Approved Revenues
The Committee looked at a variety of creative revenue streams, taxes, and assessment
districts that could be pursued to offset the General Fund’s structural deficit, however,
these options presented their own sets of challenges. Namely, the requirement that
these special voter-approved taxes require 2/3 voter approval at an election.
Furthermore, most of the revenue generated from one of these measures is dependent
on the amount of the annual levy and as a special tax, must be used for the specific
purpose for which the tax was approved.
The following special voter approved revenues and their limitations were reviewed by
the Committee:
•

Payment in Lieu of Taxes (PILOT) -- Revenue spending subject to terms of any
agreement that may be reached.

•

Public Safety Districts – Limited to public safety services and/or public safety
infrastructure improvements, as determined by ballot language.

•

Parcel Tax -- Limited to stated use of funding in ballot language.
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•

General Obligation Bond -- Limited to stated use of funding in ballot language,
but cannot be used for operating costs, only capital expenditures.

•

Assessment District -- Limited to stated use of funding in ballot language.

•

Community Facilities District -- Limited to stated use of funding in ballot
language.

Given the fact that special voter approved revenues are limited to negotiated terms,
require 2/3 voter approval, and must be used for a specific purpose, the Committee
does not recommend these revenues for City Council consideration as they will not yield
a significant amount of revenue for general purposes.
3. User Fees and Fines
The City Council recently adopted a Comprehensive User Fee Schedule. The purpose
of the fee study, and the resulting schedule of fees, was to ensure maximum cost
recovery in the collection of fees for City-provided services. Prior to the recently
completed fee study, City fees had not been reviewed on a comprehensive basis in over
fifteen years. As a result, many of the City’s fees fell significantly short of covering the
City’s costs of providing service. In order to limit the burden on users, the increases to
fees in many cases was limited to fifty percent. Despite this large increase in fees, many
of the fees charged by the City still do not recover the entirety of the cost of providing
service and are subsidized by the City. The adoption of the User Fee Schedule includes
the provision that fees will be recommended for increases by a cost of living factor each
year, with new fees effective each July 1. In addition to adopting a new User Fee
Schedule, the City Council also approved an increase in parking fines from $35, $70,
and $105 for first, second, and third violations, respectively, to $50, $100, and $150.
Because the City has already started the process of increasing fees and fines and
included a mechanism to increase fees each year, the FFOC does not recommend the
City Council consider increasing fees and fines outside of the already determined
process.
4. City Assets
City staff presented a list of major City buildings and land, and other than one vacant
parcel adjacent to the former Hibbard Chevrolet site, there are no assets the City
currently holds that could easily be sold or liquidated for usable cash. There are several
facilities which are not being used for City business that have been leased to local nonprofits for their offices or to provide services to the community or privately-run
businesses. City assets are in full use at this time and there are no additional revenue
opportunities except for cost of living increases in facility rental costs and other user
fees. For these reasons, the FFOC does not recommend the City Council consider city
assets as a revenue strategy.
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5. College and Non-Profit Property Tax Exemptions and Business License Tax
College and Non-profit Property Tax Exemptions
The Committee inquired whether certain code sections would allow the City to challenge
the tax-exempt status of College properties, on the basis that there was a benefit to the
occupants of the properties in spite of the incidental use of the properties for institutional
and/or educational purposes.
According to the City Attorney, the California Constitution exempts from property
taxation “[b]uildings, land, equipment, and securities used exclusively for educational
purposes by a non-profit institution of higher learning.” The term “educational purposes”
in that section has been interpreted broadly and test cases have permitted each
educational institution to determine what facilities are reasonably necessary for the
fulfillment of its unique mission and primary purpose. Additionally, and according to the
California Board of Equalization, property used exclusively for the purposes of
education as contemplated by section 3(e) of Article XIII of the California Constitution
and Revenue and Taxation Code section 203 includes housing for administrators, and
guests.
The Code section provided (Revenue & Tax Code 214) exempts “[p]roperty used
exclusively for religious, hospital, scientific, or charitable purposes” from property taxes.
Because the limiting language in that section appears to be narrower than the above
referenced exemption in the California Constitution (which is the supreme law of the
land), it would not apply to nonprofit institutions of higher learning.
Claremont Colleges Business License Tax
The Committee posed the question of whether the imposition of a business tax based
on a measure other than income or gross receipts would allow the City to tax the
Colleges and other non-profits. Possible methods of assessment, including the number
of employees, number of students, assessed valuation, building or improved square
footage, land area, and number of vehicles were proposed.
According to the City Attorney, California Revenue and Taxation Code § 7284.1
provides: “No charter or general law county, city and county, or city, nor any district or
any other local agency, may impose any business license tax or business license fee on
any non-profit organization that is exempted from taxes by Section 23701d and is an
organization described in Section 501(c)(3) of the Internal Revenue Code or the
successor to that section.” Revenue and Taxation Code section 23701d includes nonprofit educational entities as non-profit organizations. Nothing in that section limits its
application to gross receipts/income.
Based on the City Attorney’s response to both of these matters, staff recommended that
this item not be presented as a viable recommendation to the City Council for
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consideration. The Committee requested further legal analysis be completed, but is not
making a formal recommendation to the City Council at this time.
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