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Honorable Budget and Finance Committee
200 N. Spring Street, Room 303
Los Angeles, California 90012
Attn: Erika Pulst, Legislative Assistant I

RE: Senate Bill 1186 ($1 Mandated Fee for Businesses)

Dear Honorable Committee Members:

On September 19, 2012, the Governor of the State of California approved Senate Bill 1186 (Steinberg) to amend,
repeal, and add various sections of the California Business and Professions Code, Civil Code, Code of Civil Procedure,
Government Code and Health and Safety Code relating to disability access. The intent ofthis report is to inform your
Honorable Committee of a specific fee requirement codified within the legislative language of Senate Bill 1186 (SB
1186) and to seek the City Council's direction on this matter.

Background

The intent of SB 1186 was to address various aspects of Disability Access, including predatory lawsuits, disability
education, outreach and funding. One section of SB 1186 introduced a new state mandated fee, which shall be
collected by local cities, counties, or a city and county.

Specifically, SB 1186 mandates that on and after January I, 2013, and until December 31, 2018, any applicant for a
local business license or equivalent instrument or permit, and any applicant for the renewal of a business license or
equivalent instrument or permit, shall pay an additional fee of one-doUar ($1) for that license, instrument, or permit.
Furthermore, the additional one-dollar ($1) fee is required to be collected by the city, county or city and county that
issued the license, instrument, or permit.

SB 1186 provides the authority for a city, county, or city and county that collects the one-dollar ($1) fee to retain 70
percent of the fees collected, of which 5 percent of the retained moneys may be used for related administrative costs.
The remaining moneys shall be used to fund increased certified access specialist services in the local jurisdiction for the
public and to facilitate compliance with construction-related accessibility requirements. The remaining 30 percent of all
fees collected shall be transmitted on a quarterly basis to the Division of the State Architect for deposit in the Disability
Access and Education Revolving Fund.

As an illustration, there are approximately 460,000 businesses registered with the Office of Finance (Finance) for City
Business Tax purposes. Pursuant to SB 1186, each of these registered businesses would be required to remit the $1
additional state fee at the time of their annual Business Tax renewal. Assuming all registered businesses remitted the
fee, approximately $460,000 would be collected annually. SB 1186 mandates that thirty percent ($138,000) of the
$460,000 be transmitted by the City to the State Architect's office. The remaining seventy percent ($322,000) would
be retained by the City, with five percent ($23,000) allotted for the City's related administrative costs. In reviewing
how other California cities have addressed implementation ofSB 1186, Finance learned that different courses of action
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have been taken. For example, some cities have added the state-mandated one-dollar fee to their business license fee
and the state fee is not separately stated. Other cities list the state fee as a separate component, while still other cities
decided to absorb the one-dollar fee and are not attempting to collect the fee from businesses. With regards to
collection aetion on delinquent fee remittances, again there is a lack of consensus. For example, at least one local city
intends to withhold the renewal or issuance of a business permit if the state fee is not paid. Other cities are not
intending to take any enforcement action.

Issues

Subsequent to passage of SB 1186, Finance conducted several meetings with representatives of the prior
administrations of the Offices of the Mayor and City Attorney, and representatives of the City Administrative Officer
and Chief Legislative Analyst. As a result of these meetings, a consensus opinion was reached to seek direction from
the City Council on this matter and to advise the Honorable Council of potential issues of concern with the state-
mandated one-dollar ($1) fee. These concerns are:

• Over 100,000 registered businesses are exempt from paying the City's business tax. Implementation ofSB 1186
would require an annual one-dollar fee payment by these businesses. The costs to notify and collect from these
businesses will likely outweigh the one-dollar fee.

• Some registered businesses may fail to remit the state-mandated one-dollar fee. SB 1186 is silent as to the extent
and degree of any required collection efforts by a localjurisdiction. However, it is clear that any collection costs
would easily exceed the delinquent one-dollar fee amount.

• The City's collection of the one-dollar fee, including any action to collect on delinquent remittances, may be
perceived as either a nuisance or "business unfriendly." This may be most prevalent with regards to those
registered businesses that are exempt from paying the City's business tax.

Recommendations

That the Council, subject to the approval of the Mayor:

I. Instruct the Office of the City Administrative Officer to identify funding to pay for the state mandated fee instead of
pursing collection from registered businesses; or

2. Instruct the Office of Finance to implement the annual collection directly from businesses of the State Senate Bill
1186 mandated one-dollar fee for the 2013 through 2018 calendar year periods beginning with the annual business
tax renewal in January 2014 and ending collection on December 31, 2018.

If you have any questions, please contact Ed Cabrera, Assistant Director of Finance at (213) 978-1516.

Sincerely,

Antoinette Christovale, CPA
Director of Finance/City Treasurer

cc: Ana Guerrero, Mayor's Chief of Staff
Rick Cole, Deputy Mayor of Budget and Innovation
Miguel Santana, City Administrative Officer
Gerry Miller, Chief Legislative Analyst
Noreen Vincent, Sr. Assistant City Attorney
Beverly Cook, Assistant City Attorney
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