MEASURE BT

CITY ATTORNEY’S IMPARTIAL ANALYSIS

Measure BT would adopt an Ordinance amending various sections of the El Segundo Municipal
Code dealing with business license taxes (“BLTs”). Specifically, the Ordinance would:

Modify the BLT credit. Currently, businesses that generate sales tax receive a credit toward the
BLT in an amount up to 40% of their last year’s sales tax. The Ordinance would limit the BLT
credit for such businesses to a three-year period and an overall cap of $25,000.

Change the tax method for apartment operators and hotels/motels. Currently, apartment
complex owners are charged an annual BLT of $32.80 for up to the first three units and $11.30
for each additional unit. The Ordinance would increase the BLT to $150 for the first three units
and $150 for each additional unit. Hotels/motels are currently charged a flat rate ranging from
$111.30 to $432.60 annually, depending on the number of rooms. The Ordinance would increase
the BLT to $150 for up to the first three rooms and $150 for each additional room.

Adjust the BLT rates for approximately 50 business types listed in the El Segundo
Municipal Code. The Ordinance would set the base BLT for these business at $150 per year.
Some of the classified businesses currently pay a BLT less than $150 and some pay more than
$150. Therefore, the Ordinance would increase taxes for some businesses and decrease taxes for
others.

Increase the rates for unclassified businesses (those not specifically listed in the El Segundo
Municipal Code). Unclassified businesses are taxed based on the number of employees and the
floor area occupied by the business. Currently, the rates are $111.30 per year for the first ten
employees and $137.80 for each additional employee, plus $0.27 for each square foot of floor
area over 5,000. The Ordinance would increase the BLT to $150 per year for the first five
employees and $138 for each additional employee. The Ordinance would also transition to
progressive tax rates on floor area, ranging from $0.26 per square foot for businesses between
2,001 and 5,000 square feet to $0.30 per square foot for businesses occupying more than 250,000
square feet.

Eliminate the exemption for nonprofit/charitable organizations and instead impose a flat
BLT of $150 per year.

Modify the formula for calculating the annual consumer price index (“CPI”) adjustment
for all BLT rates. Currently, all BLT rates are adjusted each year based on the most recent ten-
year average annual increase in the CPI for consumers in the greater Los Angeles region. The
Ordinance would change the annual adjustment to a rate equivalent to the most recent five-year
average annual increase in the CPI.

The tax rates set forth in the Ordinance are maximum rates. The El Segundo City Council may,
by resolution, suspend or reduce any of the BLTs.



The BLT is a general tax, the proceeds of which are placed in the general fund to be used for any
lawful City purpose.

The El Segundo City Council placed Measure BT on the ballot. It takes a simple majority of the
votes cast to pass Measure BT.

The above statement is an impartial analysis of Measure BT. If you desire a copy of the ordinance or
measure, please contact the City Clerk’s office at (310) 524-2308 and a copy will be mailed at no cost to
you, or you may access the text from the City’s website at
https://www.elsegundo.org/government/departments/city-clerk/election.
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Argument in Favor of Business License Tax Measure BT

1971, 51 years ago, under Ordinance No. 776, was the last time the El Segundo Business
License Tax (BLT) had a major update. The only other changes to the BLT were done 26
years ago in 1996 under Ordinance No. 1252. Today the business community looks very
different from that of 1971. Though aerospace and light manufacturing businesses
continue to thrive in El Segundo, the business community has become more diverse.
Companies in bioscience, technology, financial, entertainment, toys, hospitality, and
many other industries now call El Segundo home.

The El Segundo City Council is bringing to the voters an opportunity for residents to vote
on a measure that would adopt an Ordinance amending various sections of the Municipal
Code dealing with business license taxes (“BLTs”). The city developed the Ordinance to
anticipate El Segundo’s future business landscape to ensure it remains relevant for the
next 10-20 years.

The Ordnance will modernize, simplify, and streamline the current outdated tax structure.
Fundamental changes include:
« Adding a sunset provision to the current business attraction incentive.
« Setting the base BLT for all businesses at $150 per year.
» Align the apartment and hotels/motels businesses to the base BLT structure.
« Modifying the formula for calculating the annual consumer price index (“CPI”)
adjustment for all BLT rates.

The tax rates set forth in the Ordinance is maximum rates. The City Council may, by
resolution, suspend or reduce any of the BLTs.

The BLT is a general tax, and the proceeds will go to the general fund to be used for any
lawful City purpose. The BLT changes are anticipated to generate an additional $3M in
General Fund revenues per year for the city of El Segundo.



