
   

 CITY COUNCIL  
 REPORT 8A

 
DATE: JUNE 18, 2019 
 
TO:  MAYOR AND COUNCIL MEMBERS 
 
FROM: ANDREA MILLER, FINANCE DIRECTOR 
     
SUBJECT: FY 2018-19 ANNUAL REVIEW OF UTILITY USERS TAX, AND 

ADOPTION OF A RESOLUTION MODIFYING HOUSEHOLD 
INCOME ELIGIBILITY THRESHOLDS FOR UTILITY USERS TAX 
EXEMPTIONS FOR FY 2019-20 

 
 
RECOMMENDATION 
 
It is recommended that the City Council: 
 

1. Conduct the FY 2018-19 Annual Review of the Utility Users Tax (UUT); and 

2. Adopt a Resolution modifying the Household Income eligibility thresholds for 
exemptions from the Utility Users Tax for FY 2019-20. 

 
BACKGROUND 
 
As part of the adoption of the Utility Users Tax Ordinance in 1998, the City is 
required to conduct an annual review of the necessity of the tax, the adequacy of the 
rate and to report the amounts realized from the levy of the tax (PMC 3.26.170).  
Additionally, as part of this annual review, the City Council has the opportunity to 
change the household income levels for classes of exemptions from the tax.  Certain 
households may be exempted from paying the tax where their income levels are 
sufficiently low enough that the tax may impose an unreasonable financial hardship.  
In order to modify the income level thresholds, the City Council must adopt a 
resolution indicating their desire to do so.  To change the rate (currently 8%) of the 
Utility Users Tax the concurrence of the voters, through an election, is required. 
 
Currently, Section 3.26.150(A) of the Pinole Municipal Code authorizes the City 
Council to exempt the following classes of persons from paying Utility Users Tax:  
(1) Persons who receive aid to families with dependent children (AFDC), (2) Persons 
who receive Veterans’ benefits and Veterans survivor pension benefits, (3) Persons 
on Supplemental Security Income or State Supplemental Payments (SSI/SSP); and 
(4) Persons who receive food stamps.  
 
Additionally, Section B of the Code states: 
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B. In addition, customers may also qualify for an exemption if their total 
household income does not exceed household incomes set by resolution of 
the City Council. 

 
REVIEW AND ANALYSIS 
 
The Utility Users Tax is analyzed each year as part of the budget process.  Staff 
anticipates we will close FY 2018-19 with approximately $1,913,277 in actual tax 
collected, which is approximately 1% below the amount collected for the previous 
fiscal year 2017-18, and 1% below the amount budgeted.  Although we continue to 
see a decline in the taxes collected on communication services, energy collections 
are holding constant, slightly increasing year-over-year.  The chart below is a ten 
year history of UUT Collections: 
 

Estimated 
Actual 

  2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 
TOTAL UUT 
REALIZED 2,030,198 1,966,077 1,930,758 1,975,666 1,880,224 1,843,618 1,876,318 2,066,623 1,926,796 1,913,277 

% CHANGE     1.7% -3.2% -1.8% 2.3% -4.8% -1.9% 1.8% 10.1% -6.8% -0.7% 

COMMUNICATIONS 751,173 707,788 656,458 671,726 601,672 553,085 528,580 501,921 
          

474,780  
             

437,379  

% TOTAL 37% 36% 34% 34% 32% 30% 28% 24% 25% 23% 

ENERGY 1,279,025 1,258,289 1,274,300 1,303,940 1,278,552 1,290,533 1,347,738 1,564,702 
         

1,452,015 
           

1,475,898  

% TOTAL 63% 64% 66% 66% 68% 70% 72% 76% 75% 77% 

 
 
Looking ahead to FY 2019-20, the Utility Users Tax is budgeted at a conservative 
$1,898,000 which is a 1.7% reduction from the current year budget amount of 
$1,930,000, and is based on historical actuals.  Although energy collections are 
holding steady, UUT on communication services continues to decline as a result of 
an increase in internet-based forms of telephone use and a decrease in use of 
landline telephones.  The projections for communication services include estimates 
for the collection of UUT on prepaid services as a result of implementing the Local 
Prepaid Mobile Telephony Services Collection Act.  Utility Users Taxes amount to 
13% of the City’s General Fund revenue forecast, the third largest revenue stream.   
 
In November 2018, voters approved a Ballot Measure to renew the existing utility 
users’ tax at a rate of 8% without a sunset date.   Renewal of the Utility Users Tax 
was essential to secure our 3rd largest General Fund revenue source and continue 
funding of essential public services.  
 
The City continues to remain in a “sustainable funding” budget mode, deferring non-
critical projects, stabilizing expenditures, searching for additional revenue sources, 
increasing fees, modifying how we do business to provide service in a more efficient 
cost-effective way, as well as some contracting out for efficiency and cost 
containment. The City’s overall financial condition is currently stable.  



City Council Report – 8A 
June 18, 2019  3 

 
Staff recommends continuation of the levy of the Utility Users Tax at the 
authorized level of 8% of utility charges.  
 
Telecommunication Taxation 
 
Changes in federal excise taxation regulations coupled with federal law prohibitions 
on local taxation (the Internet Tax Freedom Act) on communication services 
provided through “internet access” significantly jeopardized UUT collections in Pinole 
at prior years taxation levels.  Current period collections illustrate the negative 
impact of modernization of telecommunication services that are tax exempt to 
traditional intrastate utility taxation programs supported by local exchange/switching 
networks.  The continued decline in telecommunication UUT in eight of the past ten 
fiscal years reflects users transitioning from more traditional “land line services” to 
telecommunication services facilitated through Voice-over Internet Protocol (VoIP), 
Internet and Broadband technologies. 
 
AB 1717 was implemented effective January 1, 2016, which requires local 
jurisdictions to contract with the California State Board of Equalization (BOE) in 
order to receive revenue from local utility user taxes, local 911 charges, and any 
other local charges imposed on consumers of prepaid mobile services.  Council 
approved Resolution No. 2015-77 on September 1, 2015 authorizing the Finance 
Director to execute an agreement with the BOE for collection of and administration 
of local charges imposed on mobile telephony services.  The City receives 7.5% out 
of 8% of the UUT collected by the BOE for prepaid mobile services with 0.5% 
allocated to BOE administrative costs. 
 
Utility Users Tax Exemption 
 
Exemption from the Utility Users Tax is based on eligibility for the California 
Alternative Rates for Energy (CARE) program which is administered by Pacific Gas 
and Electric Company (PG&E).  PG&E confirms eligibility based on IRS income 
returns, and certifies continued eligibility every two years.   
 
This is consistent with the process other California cities use as a basis for 
exemption from the UUT levy.  In some cases, agencies rely on PG&E to administer 
the exemption in which case they automatically don’t levy customers who are eligible 
for the CARE program.  In other cases, customers apply for the exemption with the 
agency who verifies eligibility for the CARE program. The City of Pinole relies on 
PG&E to administer the exemption program.  PG&E provides a listing of customers 
who have received an exemption from UUT on a monthly basis.    
   
Household Income Exemption Threshold(s) 
 
Each year the household income guideline relating to the exemption program for 
low-income citizens needs to be reviewed to determine whether the guideline 
established is still consistent with the taxation needs of the community.  In order to 
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effect changes more easily, the Municipal Code was amended to allow for the 
income guidelines to be set by resolution, rather than by ordinance.   
 
In this regard, Staff has obtained the current household income guidelines for the 
California Alternative Rates for Energy (CARE) program in the PG&E service area.  
The Public Utility Commission’s current income thresholds in effect through May 31, 
2020 and new rates effective June 1, 2019 are displayed below. 
 
 

Household 
Size 

New (CARE) 
State Thresholds 

Current City  
Exemption Thresholds 

1-2 Persons $33,820 $32,920
3 Persons $42,660 $41,560
4 Persons $51,500 $50,200
5 Persons $60,340 $58,840
6 Persons $69,180 $67,480
7 Persons $78,020 $76,120
8 Persons $86,860 $84,760
9 Persons $95,700 $93,400
10 Persons $104,540 $102,040
Each additional person, add $8,840 $8,640

    
Staff estimates that there are approximately 1,200 exemptions granted from energy 
utility taxation (suspending tax assessments of approximately $250,000 per year), 
which are about 20% of Pinole households.   
 
Staff recommends continuation of exemption thresholds based on the State 
Public Utility Commission’s CARE Program.  
 
FISCAL IMPACT 
 
The FY 2019-20 budget forecast for Utility Users Tax is $1,898,000, a slight 1.7% 
decrease over the current fiscal year 2018-19 budget amount of $1,930,000 based 
on historical actual.   
 
ATTACHMENTS 
 
A – Resolution setting levels for Utility Users Tax Exemptions 
B – PG&E CARE Program Guidelines  
C – Annual Review PowerPoint 



RESOLUTION 2019- 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PINOLE 
COUNTY OF CONTRA COSTA, STATE OF CALIFORNIA SETTING HOUSEHOLD 

INCOME LEVELS FOR UTILITY USERS TAX EXEMPTIONS (2018-19) 
 

 
 
WHEREAS, Section 3.26.170 (Review) of the Pinole Municipal Code provides for 

the establishment and modification of classes of exemptions of persons or service from 
utility users taxes; and  

 
WHEREAS, the City Council held a Public Hearing, on June 18, 2019, to discuss 

and receive public testimony as to the necessity of continuation of the tax, the adequacy 
of the tax rate and whether or not changes to household income levels for utility users 
tax exemptions should be made; and  

 
WHEREAS, the City Council desires to continue to allow exemptions for 

telephone users tax, electricity users tax and gas users tax based upon the Household 
Income Thresholds adopted by the State Public Utilities Commission’s California 
Alternative Rate for Energy (CARE) Program for the 2019-20 budget year. 

 
NOW THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL of the City of 

Pinole that, as provided in Section 3.26.150 of the Pinole Municipal Code, utility 
customers may qualify for exemption from the telephone users tax (P.M.C. Section 
3.26.040), electricity users tax (P.M.C. Section 3.26.050) and gas users tax (P.M.C. 
Section 3.26.060) if their total household income does not exceed the following 
thresholds: 

 
1. Thirty-three thousand eight hundred twenty dollars ($33,820) for household with 

one or two persons; 
 

2. Forty-two thousand six hundred sixty dollars ($42,660) for households with three 
persons; 

 
3. Fifty-one thousand five hundred dollars ($51,500) for households of four persons; 

4. Sixty thousand three hundred forty dollars ($60,340) for households of five 
persons; 

5. Sixty-nine thousand one hundred eighty dollars ($69,180) for households of six 
persons; 

6. Seventy-eight thousand twenty dollars ($78,020) for households of seven 
persons; 

7. Eighty-six thousand eight hundred sixty dollars ($86,860) for households of eight 

ATTACHMENT A



persons; 

8. Ninety-five thousand seven hundred dollars ($95,700) for households of nine 
persons; 

9. One hundred and four thousand five hundred forty dollars ($104,540) for 
households of ten persons; 

10. For households with eleven or more members, increase income in No. 9 by eight 
thousand eight hundred forty dollars ($8,840) for each additional member over 
ten. 

AND BE IT FURTHER RESOLVED THAT the City Manager or her designee, 
and the City Attorney are hereby authorized and directed, to make all approvals and 
take all actions necessary or appropriate to carry out the intent of this Resolution 

 
********************************* 

PASSED AND ADOPTED by the City Council of the City of Pinole this 18th day 
of June, 2019, by the following vote to-wit: 
 

 AYES: COUNCILMEMBERS:   
      
 NOES: COUNCILMEMBERS:    
 
 ABSENT: COUNCILMEMBERS:    
 
ABSTAIN: COUNCILMEMBERS:    

 
 
 
I hereby certify that the foregoing resolution was introduced, passed and adopted on 
this 18th day of June, 2019. 
 

 

____________________________ 

Heather Iopu, CMC 

City Clerk 
 

ATTACHMENT A



CARE program guidelines 

Reduce your energy bill through the CARE Program 

To qualify for CARE: 

 The PG&E bill must be in your name. (For sub-metered tenants, the energy bill from 
your landlord must be in your name.) 

 You must live at the address to which the discount applies. 

 Another person (besides your spouse) can’t claim you as a dependent on an income tax 
return. 

 You must not share an energy meter with another home. 

 You must account for all sources of qualifying household income and meet the program 
income guidelines. 

 You must notify PG&E if your household no longer qualifies for the CARE discount. 

 After you enroll, you may need to provide proof of qualifying household income, 
including IRS tax returns. You may also be required to participate in the Energy Savings 
Assistance Program. 

 Your monthly electric usage must not exceed six times the Tier 1 allowance. This is the 
lowest-priced rate tier within PG&E’s standard Tiered Base Plan. 

 You must renew your eligibility every two years (or every four years if you’re on a fixed 
income). 

 Qualification is based on the total income of everyone living in the home or participation 
in qualifying public assistance programs. 

QUALIFYING FOR CARE BASED ON PUBLIC ASSISTANCE PROGRAM PARTICIPATION 

You may qualify for the CARE Program if you or someone in your household takes part in any of 
the following public assistance programs. 

 Low-income Home Energy Assistance Program (LIHEAP) 

 Women, Infants and Children (WIC) 

 CalFresh/SNAP (Food Stamps) 

 CalWORKs (TANF) or Tribal TANF 

 Head Start Income Eligible (Tribal Only) 

 Supplemental Security Income (SSI) 

 Medi-Cal for Families (Healthy Families A&B) 

 National School Lunch Program (NSLP) 

 Bureau of Indian Affairs (BIA) General Assistance 

 Medicaid/Medi-Cal (under age 65) 

 Medicaid/Medi-Cal (age 65 and over) 

ATTACHMENT B



Qualifying for CARE based on household income 

Add all household members' incomes from all eligible sources for your total gross annual 
household income. The total combined gross annual household income must be at or below the 
amounts shown in the following table. 

Number of Persons in Household  Total Gross Annual Household Income*  

1-2  $33,820 or less  

3 $42,660 or less  

4  $51,500 or less  

5 $60,340 or less  

6 $69,180 or less 

7 $78,020 or less  

8 $86,860 or less  

9 $95,700 or less 

10 $104,540 or less 

Each additional person, add $8,840  

*Before taxes based on current income sources. Valid through May 31, 2020. 

Household income includes all taxable and nontaxable revenues from all people living in the 
home. It includes, but is not limited to the following sources:  

 Wages 
 Salaries 
 Interest and dividends 
 Spousal and child support payments 
 Public assistance payments 
 Social Security and pensions 
 Housing and military subsidies 
 Rental income 
 Self-employment income 
 All employment-related, non-cash income 

PLEASE NOTE: Your household income must meet the program income guidelines. 
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1

Utility Users Tax
l

1

Annual Review 
FY 2018-19

Public Hearing
June 18, 2019

What We Will Cover:

 Mandated Annual Review (PMC 3.26.170)

2

 Recap Utility User Tax Collections FY 2018-19
 Projected 1% decrease in year-over-year collections
 77%/23% collections (Energy/Communications)

 Update Household Income Eligibility Thresholds for tax
exemptions

ATTACHMENT C



2

Analysis of Taxes Collected

FISCAL YEAR 2014-15 2015-16 2016-17 2017-18 2018-19
E ti t d

3

Estimated

TOTAL 1,843,618 1,876,318 2,066,623 1,926,796 1,913,277

% CHANGE -1.9% 1.8% 10.1% -6.8% -0.7%

COMMUNICATIONS 553,085 528,580 501,921 474,780 437,379

% TOTAL 30% 28% 24% 25% 23%

ENERGY 1,290,533 1,347,738 1,564,702 1,452,015 1,475,898

% TOTAL 70% 72% 76% 75% 77%

UUT Communications Collections
 2018-19 Communications Collections Recap:

4

2017-18 Collections 2018-19 Projected Collections

 2009-10 Highest Year Collections:
 $751 173

j

 $474,780  $437,379

 -5.4% decline from prior year  -7.9% decline from prior year

 25% of total UUT collections  23% of total UUT collections

 $751,173
 1.7% increase compared to prior year
 37% of total UUT collections
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UUT Energy Collections
 2018-19 Energy Collections Recap:

5

2017-18 Collections 2018-19 Projected Collections

 2016-17 Highest Year Collections:
$1 564 702

2017-18 Collections 2018-19 Projected Collections

 $1,452,015  $1,475,898

 -7.2% decrease from prior year  1.6% increase from prior year

 75% of total UUT collections  77% of total UUT collections

 $1,564,702
 16.1% increase compared to prior year
 76% of total UUT collections

Utility Users Tax Exemption

 Based on California Alternative Rates for Energy
(CARE) program administered by PG&E

6

(CARE) program administered by PG&E

 CARE Program Eligibility verified by PG&E
Eligibility must be renewed every 2-years

Qualifying proof of income includes IRS Tax Return

Based on the total income of all members living in
the homethe home

 Thresholds approved by State Public Utilities
Commission
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4

Recommended Change to Income 
Exemption Thresholds

7

Household
Size

New (CARE)
State Thresholds

City Exemption
ThresholdsSize State Thresholds Thresholds

1-2 Persons $33,820 $32,920
3 Persons $42,660 $41,560
4 Persons $51,500 $50,200
5 Persons $60,340 $58,840
6 Persons $69,180 $67,480
7 Persons $78,020 $76,120
8 Persons $86,860 $84,760
9 Persons $95,700 $93,400
10 Persons $104,540 $102,040
Each additional person, add $8,840 $8,360

Questions and Comments

8

Questions and Comments
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