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REPORT TO COUNC I L

City of Sacramento
915 I Street , Sac ramento, CA 95814-2604

www. Cityo fSac ramento.org

Staff Report

Octobe r 3 , 2006

Honorable Mayor and
Members of the City Council

{3O, the TelephoneTitle: Emergency Ordinance: Amending City Code Section 3.32O
User Tax

Locat^onlCouncil District: Citywide

Recommendation: Adapt an Emergency Ordinance amending Section 332.,O3O of
the Sacramento City Cade relating to the Telephone User Tax, to clarify intent and
remove obsolete references

Contact: ^^^^n West, Management Analyst, (916) 5O81 246

Presenter: Russell Fehr, Finance Director

Department: Finance

Division: Administration

Organization No* I 1 11

Description/Analysis

Issue' The issue before the Mayor and Council is the approval of the attached
emergency ordinance which amends the Telephone User Tax. The amended.
ordinance clarifies existing law to address recent changes in policy by the
lnternal Revenue Service (IRS) regarding the Federal Excise Tax (FET) on
telecommunications services. To ensure the continuation at City telephone user

tax revenues, it is necessary to amend the City Code to de^link the City's
telephone user tax from the FET. The proposed amendments do not change the

r

way in which the tax i s calculated, i mposed or adm
i
n i stered, and therefore do not

constitute a change in the methodology of calculating the tax.

Policy Considerations: Article III, Section 32(g) of the City Charter allows the
City Council to enact an ordinance as an emergency measure. The

^r^ voter approvalamendments have been drafted in a manner so as not to require
.

under Proposition 218.
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Emergency Orthnance. Telephone User Tax October 3, 2006

CommitteelCornmisskn Action: This ordinance was brought before the Law

and Legislation Committee on September 19, 2006 The committee approved
the proposed amendments to the ordinance and recommended it be forwarded
to the Mayor and City Council for adoption.

Environmental Considerations: None.

Rationale for Recommendation: Staff recommends that the Mayor and City
Council adopt the proposed amendments to this ordinance to incorporate
pertinent language from previously referenced FET statutes and regulations, and

to delete specific cross references to the EET itself. Adoption of the proposed
amendments reaff i rms the C i ty pract i ce of applying i ts telephone user tax in a
manner consistent with the previous IRS interpretation of the FET.

Due to the recent change in IRS policies related to the FET, staff is
recommending adoption of the proposed amendments to the ordinance as an
emergency measure to avoid disruption of the City's telephone user tax
revenues.

Financial Considerations: For F'^ 2006^2^07, the projected revenue from the
telephone user tax is $22.4 million. 1f the proposed amendments are not adopted by

*

Council, the total tax revenues could decrease by approximately $i386 million for F1^
2006^07, The revenues from the telephone user tax are deposited into the General
Fund and support critical City services.

Emerging Small Business Development (ESBD): None..

Susan West
Management Analyst

Approved by. __________

Recommendation Approved:

^
Ray Kerridge
City Manager

Russell Fehr
Finance Director
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Background Information:

In I 969, the City of Sacramento adapted various utility user taxes (UUT), which applied
to charges on telephone, electricity and gas services. Over the years, the City has
expanded the telephone user tax to include interstate and international telephone
charges, to114ree telephone service, and cellular/wireless services The telephone user
tax is imposed on the telephone user but is collected for, and remitted to, the City by
the phone service providers The City determines the tax rate (currently 7 5%) and the
use of its proceeds.

In the past, the telephone user tax rate has ranged from 5% to 9%. In November 1968,
Sacramento voters passed (advisory) Measure G, which

.
^^^ froze the telephone user tax

rate at 75% . In November 2002, Sacramento voters rejected Measure T, which would
have reduced the tax rate to 2.5% over a four year period , Rejection of this measure
ensured the continued collection of tax revenue critically important to the City"s General
Fund, which supports police, fire, administrative and legal services, parks" recreation,
and other essential municipal services.

The telephone user tax has historically been applied consistent with the Federal Excise.
^^^^, as the FET has beenTax (PET) on local and Iongdistance telecommunication services,
.

.
interpreted by the IRS. Specifically, Section 332.030 is linked to the FET by cross
references to certain FET statutes and regulations, and because of this linkage,
historically the City has relied upon the 1RS' interpretation of the FET^

Federal appellate courts have ruled recently that the IRS" interpretation of the ^'ET is
contra ry to p

ertinent PET statutes. In response to those rulings, the IRS recently
announced, in Treasu ry Notice No. 200650" that i t has changed i ts i nterpretation of the

^r^^ took effect Augustdefinitions used i n the FET prov i s i ons. under i ts new pol i cy, wh i ch
r

I , 2006, the IRS is no longer applying the FET to long„di^^^nce and bundled Iarrg

distance and local service provided under a single pCarr that does not separate the
charges for Iocaf telephone service.

On May 30, 2006, the Finance Director provided an informational report advising the
^

Mayor and City Counc i l
`

^l of issues that could potent ially
F

^^l1y i mpact the C ity
F

s ab i l ity to levy, ^
and collect the telephone user tax. The IRS ruling regarding the FET was still pending

r y

at that tirne. On September 19, 2006, the Law & Leg i slat i on Comm i ttee heard th i s item

and unanimously ap proved staffs recommendation to forward to Council the proposed
amendments to the telephone user tax..

Staff recommends that the Mayor and City Council adopt the proposed amendments to
this ordinance to incorporate pertinent language from previously referenced FET
statutes and regulations, and to delete specific cross references to the FET itself,.
Adoption of the proposed amendments reaffirms the City practice of applying its
telephone user tax in a manner consistent with the previous IRS interpretation of the,
FET. The proposed amendments do not change the way in which the tax is calculated,
imposed or administered, and therefore do not constitute a change in the methodology
of calculating the tax.
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City of Sacramento
Utility User Tax

Chronology of Events

The City's Utility User Tax (UUT) was approved on July 31 t 1 969 with an effective date
of August 30, 1969. The tax rate of 5^%̂ applied to charges on telephone, &ectr i c ity and

gas services, ^ces The Ut i l ity
.
^1it^ User Tax is a General Tax and is used to fund General Fund

operations.

Below is a chronology of events associated with the Utility User Tax:

June 1987

June 1988

November 1988

June 1989

5% Utility User Tax approved

Senior Utility User Tax rebate approved

9% Utility User Tax approved

6.5% UtiUty User Tax approved , Council adopts policy
to reduce rate .5%/year until rate is at 5%.

8% Utility User Tax approved

7%5% Utility User Tax approved

Advisory Vote (Measure G) supports freezing UUT
rate at ^^5%. increment to address public safety.

Utility User Tax expanded to include cable T1! and
interstate and international telephone service.

Utility User Tax expanded to include I^8Q0 telephone
serv i ce.

utility User Tax expanded to include cellular/wireless
Y

serv
i
ce.

City Council eliminates senior and disabled
requirement for UUT rebate.

Sacramento voters defeat Measure T, which seeks to
.reducethe UUT to 2.5% over four years

City Council partners with energy providers to provide
UUT rebate directly an utility bills for low-income city
reside nts.
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ORDINANCE NO

ADOPTED BY THE SACRAMENTO CITY CO1JNCL

ON DATE _______________________

AN ORDiNANCE AMENDING SECTiON 3.32,030 OF CHAPTER 332 OF TITLE 3 OF
THE SACRAMENTO CITY CODE TO CLARIFY ORIGINAL INTENT AND REMOVE
OBSOLETE REFERENCES, AND DECLARING SA1D ORDINANCE TO BE AN
EMERGENCY ^^^^^^^^E TO TAKE EFFECT IMMEDIATELY PURSUANT TO
SECTION 32 OF THE CITY CHARTER

BE IT ENACTED BY THE COUNCIL OF THE CiTY OF SACRAMENTO:

SECTIONJ

The City Council finds and declares:

I , The City of Sacramento established a telephone user tax in I 969 for charges on
,

telephone services, and since 1989 the City has imposed that tax on every
person in the City using intrastate, interstate and international telephone
communication services, In 1993 the telephone user tax was expanded to
include cellular and wireless telephone service.

2., The City 's telep
hone user tax has been applied consistent with the application of

' f

the Federa' Excise Tax (FET) upon local and long distance telecommunication
services, as the FET has historically been interpreted by the Internal Revenue
Service.. The common understanding of definitions the Internal Revenue
Service used in this regard was set forth in Revenue Ruling 79-404.

3 On May 25, 2006, the internal Revenue Service announced in Treasury Notice
. .

2006w50 that it has changed its interpretat i on of the def i n i t i ons used i n the FET
provisions and specifically revoked Notices adopted in 2005 which had

^^^ August 1 , 2006, thereaffirmed Revenue Ruling 79404.. As a result, effective
.

Internal Revenue Service is no longer applying the FET to long distance and
bundled long distance and local service provided under a single plan that does
not separate the charges for local telephone service.

4, In establishing the telephone user tax, the City Council linked its local ordinance
to the FET by cross references to certain FET statutes and regulations and has

*

relied u pon the Internal Revenue Serv i ce ' s histor i cal i nterpretat
i

on of the PET.

However, the Counc il does not w ish to adopt the Internal Revenue Serv ice r s
new understanding of the PET, but rather wishes to continue to impose the
City's telephone user tax as it has been historically imposed, including taxing

S



Emergency Ordinance: T&ephone User Tax October 3, 2006

long distance telephone service irrespective of whether such service is charged
t

based on elapsed transmission. ^^^, ^^n time or on distance, or charged as bundled„
service without separately delineating specific telephone service charges..

5 By
the enactment of this Orthnance amending the City's telephone user tax

^
.

rovisionsf the City Counc i l reaff i rms that
r

^t w i ll cont i nue
.

^nu^ i ts longstand i ng^
practice of applying its telephone user tax in a manner consistent with the
internal Revenue Servic&s interpretation of the FET that was in effect prior to
the issuance of Notice 2006-50 on May 25, 20(}6. The amendments simply re-
state the ordinance as it was previously enacted, by incorporating pertinent
language from previously referenced ^ET statutes and regulations as they
were interpreted by the Internal Revenue Service prior to May 25, 2006r and
deleting any cross references to FET statutes and regulations. The
amendments are not intended to make any change in the way in which the tax
is calculated, imposed or administered, and therefore do not constitute a
change in the methodology of calculating the tax.

SECTION 2

Section 3. 32030 of the Sacramento City Code is amended to read as follows:

Section 3w32.^3O Telephone user tax.

A. There is im p
osed a tax upon every person other than a public agency in the

cit using intrastate ,
or international telephone commun i cat i on serv i ces

+

^n the
y

r

city, and using any teletypewriter exchange serv i ces
i

n the city or mob i le, cellular
telephone or enhanced specialized mobile radio service communication when the
owner or lessee of the telephone has a billing address . ^n the city. The tax imposed byownerr

. ^

this section shaIl be at the rate of five percent of the charges made for such services
and shall be paid by the person paying for such services.

As used in this section:
(1) The term "charges' shall not include charges for services paid for by,

where such a coin-operated telephone serv i ce
^

^c^ i s furn i
shed for a guaranteed amount,

the amounts paid under such guarantee plus any f i xed monthly or other per i od i c charge

shall be included in the base for computing the amount of tax due.
(2) The term "telephone communications services" means__

(h) toll telephone service, and
(c) teletypewriter exchange service

services or maritime mobile services..
(3) The term "local telephone service" means..-

(a) the access to a local telephone system, and the privilege of telephonic
quality communication with substantially all persons having telephone or radio

^n^^^^rat^^ telephones except that
3J repaid telephone cards or by insert i ng co i ns in co i n-operated

.
1

r

{a} local telephone service;

The term "telep hone communication services'' shall not include land mobile

7
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telep
hone stations constituting a part of such 1oca1 telephone system, arid

(b) any fac i l i ty or serv i ce prov i ded
^

^^^ i n connect i on w i th
^

t^ a serv i ce descr i bed

in paragraph (a).
The term "local telephone service" does not include any service which is a "toll

telephone service" or a "private communication service".
(4) The term "toll telephone service" means-

(a) a telephonic quality communication for which (i) there is a toll charge
which varies in amount with the distance or elapsed transmission time of each
individual communication and (ii) the charge is paid within the United States, and

(b) a service which entitles the subscriber, upon payment of a periodic
charge (determined as a flat amount or upon the basis of total elapsed transmission
time), to the privilege of an unlimited number of telephonic communications to or from
all or a substantial portion of the persons having telephone or radio telephone stations
in a specified area which is outside the local telephone system area in which the station
provided with this service is located.

(5) The term "teletypewriter exchange service" means the access from a.
teletyp

ewriter or other data station to the teletypewriter exchange system of which such
station is a part, and the pr i v i lege of i ntercommun i cat i on by such station with,
substantially all persons having teletypewriterr ^t^r or other data stations constituting a part
of the same teletypewriter exchange system, to which the subscriber is entitled upon
payment of a charge or charges (whether such charge or charges are determined as a.
flat periodic amount, on the basis of distance and elapsed transmission time, or in
some other manner). The term "teletypewriter exchange service" does not include any
service which is "local telephone service"

(6) The term "private communication service" means__
(a) the communication service furnished to a subscriber which entitles the

subscriber_-
(i) to exclusive or priority use of any communication channel or groups of

channels, or
(ii) to the use of an intercommunication system for the subscriber's

stations, regardless of whether such channel, groups of channels, or
intercommunication system may be connected through switching with a local service,
to1l service, or teletypewriter exchange service,

(b) the switching capacity, extension lines and stations, or other
associated services which are provided in connection with, and are necessary or unique
to the use of, channels or systems described in paragraph (a), and

(c) the channel mileage which connects a telephone station located
outside a local telephone system area with a central office in such local telephone
system.

The term "private communication service" does not include any communication
service unless a separate charge is made for such service..

(7) The term "land mobile service" means a service of radio communications
between land base stations and 1and mobile ^stations (ie, stations capable of
transmitting radio communications while in motion or during stops at unspecified points

r , r

^lewithin a country or cont i nent) and stat i onary land stat i ons, or between land mob i le

stations.

8
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8 lJ
The term "maritime mobile servicesf' means a service of ra^io

i 1 Y +

communications between coast stations (LaP , on land) and ship stat ions (mob ile
stations on water vessels, including a lifeboat,lifeµraft or any other survival equiprnent)"
or between ship stations

cThe tax imposed in this section shall be collected from the service user by the
p

. .
erson providing the intrastate, interstate or international telephone communication.

services., The amount of tax collected in one month shall be remitted. ^tt^^ to the city collector
on or before the last day of the following month, The amount on which the tax with
respect to such services shall be based shall be the sum of all charges for such
services included in the bill; except that if the person who renders the bill groups
individual items for purposes of rendering the bill and computing the tax, then (1) the^
am

ount on which the tax with res p
ect to each such group shall be based shall be the

sum
r

of all items within that group, and (ii) the tax on the rema i n i ng i tems not i ncluded
i
n

any such group shall be based on the charge for each item separately.

D, The following shall be exempt from any tax imposed by this section:
(1) News services. No tax shall be imposed under this sectian, except with

respect to local telephone service, on any payment received from any person for
services used in the collection of news for the public press, or a news ticker service
furnishing a general news service similar to that of the public press, or radio
broadcasting or in the dissemination of r^ev^rs through the pub1Y ^c press, or a news ticker,
service furnishin g a general news service similar to that of the public press, or by
means of radio broadcasting, if the charge for such service is billed in writing to such

persan,
(2) International etc,, organizations. No tax shall be imposed under this,

section on any payment received for services furnished to an international organization,
or to the American National Red Cross.

l 3 )

Servicemen in combat zone. No tax shall be imposed under this section
\

on any payment received for any toll telephone serv i ce wh i ch or i g i nates w i th i n a combat
Y .

zone from a member of the Armed Forces of the United States performing. ^n^ service in
such combat zone" provided a certificate, setting forth such facts as the Secretary of the
United States Treasury may by regulations prescribe, is furnished to the person
receiving such payment. The term "combat zone" means any area which the President
of the United States by Executive Order designates, for federal incor^e4ax purposes,,
as an area in which Armed Forces of the United States are or have (after June 24,
1950) engaged in combat..

(4) 1terns otherwise taxed. Only one payment of tax under this section shall he,
required with respect to the tax on any telephone communication service,
notwithstanding that the lines or stations of one or more persons are used in furnishing
such service.

( 5 )
Common carriers and communications companies Na tax shall be

imposed under this section on the amount paid for any toll telephone serv i ce
Y

^^^ descr i bed

in this section to the extent that the amount so paid is for use by a common carriert^ ,
telephone or telegraph companY, or radio broadcasting station or network in the
conduct of its business as such.

9
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( 6 )
Installation charges., No tax shall be imposed under this section on so

much of an y amount paid for the installation of any i nstrument, w i re,
^

^r^, pole, sw i tchboard,

apparatus, or equipment as is properly attributable to such 1r^stailatio^
(7) Nonprofit hospitals. No tax shaM be imposed under this section on any

amount paid by a nonprofit hospital for te!ephone communication services furnished to,
such organization For purposes of this subsection, the term nonprofit̂ ^t hospital, means
a hospital that is exempt from income tax under section 501 (a) of the Internal Revenue

Code.
( 8 ) Exemp

tion for nonprofit educational organizations. No tax shall be imposed
under this section on any amount paid by a nonprofit educat i onal organ i zat i on

t

^^^tic^n for
services or facilities furnished to such organization. For purposes of this subsection, the
term 'nonprofit educational organization' means an educational organization which is.
exempt from income tax under section 501(a) of the internal Revenue Code, including a„ .
school operated as an activity of an organization, ^^at. ^^n described in section 501 (c)(3) of the
internal Revenue Code which is exempt from income tax under section 501 (a), if such
school normall

y

maintains a reg
ular faculty and curriculum and normally has a regularly

f r

^^n^lenrolled body of pupils or students in attendance at the place where its educational
activities are regularly carried on.

SECTION 3

lf this Ordinance is declared to be invalid, then the provisions of Section
332030 as that Section read and was interpreted by the Internal Revenue Service on
May 24, 2006t will become effective.

ECTION. 4

This Ordinance shall not be construed as imposing a new tax, or extending or
increasing an existing tax.

SECTION 5

This Ordinance is declared by the City Council to be an urgency measure

necessa ry for the immediate p reservation of public peace, health or safety. The facts
constituting such urgency are as follows: The revenues from the telephone user tax are

ant ici pated to be app roximatel y
$224 million for Fiscal Year 20^6^2^O7 if the telephone

tax is applied consistent with the Internal Revenue Serv i ce ' s interpretat i on of theuser
11'''' ET p rior to the issuance of Notice 2006-50 on May 26, 2006.. In the event that the
• y

City's telephone user tax were to be appl i ed consistent w i th Not i ce
^

^^^ 2006m5O, i t i

s p^ ,projected that the fatal telephone user tax revenues could decrease by approximately
$13, 85 million for Fiscal Year 2006-07t The revenues from the telephone usertax are
critical to the public peace, health and safety in that these revenues pay the costs. .
associated with essential services, including public safety...
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SECTION 6

This Ordinance shaD become effective immediately upon its adoption pursuant
to Section 32 of the Charter of the City of Sacramento, and shall remain in effect until
the effective date of any superseding ordinance,.

Adopted by the City of Sacramento City Council on by the following vote:

Ayes:

Noes;

Abstain

Absent:

MAYOR

Attest:

City Clerk

Passed for Publication:
Published:
Effective:

11
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ORDINANCE NO.

ADOPTED BY THE SACRAMENTO CITY COUNCIL

ON DATE .... ..__ . ^

AN ORDINANCE AMENDING SECTION 332.O3O OF CHAPTER 3.32 OF TITLE 3 OF

THE SACRAMENTO CITY CODE TO CLARIFY ORIGINAL INTENT AND REMOVE
OBSOLETE REFERENCES, AND DECLARING SAID ORDINANCE TO BE AN
EMERGENCY ORDINANCE TO TAKE EFFECT IMMEDIATELY PURSUANT TO

SECTION ^^ OF THE CITY CHARTER

BE 1T ENACTED BY THE COUNCIL OF THE CITY OF SACRAMENTO:

SECTIONL1

The City Council finds and declares:

1 r The City of Sacramento established a telephone User tax in I 969 for charges an
telephone services, and since I 989 the City has imposed that tax on every
person In the City using intrastate, interstate and international telephone
communication servlcesIn 1993 the telephone user tax was expanded to
include cellular and wireless telephone service.

2,. The City's telephone user tax has been applied consistent with the application of
the Federal Excise Tax (FET) upon local and long distance telecommunication
services, as the FET has historically been interpreted by the Internal Revenue
Service The common understanding of definitions the internal Revenue
Service used in this regard was set forth in Revenue Ruling 79W404.

3^ On Ma y
25, 2006, the Internal Revenue Service announced in Treasury Notice

2006-50 that it has changed its interpretat i on of the def i n i t i ons used i n the FET
provisions and specifically revoked Notices adopted in 2005 which had
reaffirmed Revenue Ruling 79-404 As a result, effective August 1, 2006, the
lnterna! Revenue Service is no longer applying the FET to long distance and
bundled long distance and local service provided under a single plan that does
not separate the charges for Iocal telephone service.

4^ In establishing the telephone user tax, the City Council linked its local ordinance
to the FET by cross references to certain PET statutes and regulations and has
relied upon the Internal Revenue Service's historical interpretation of the FET^
However, the Council does not wish to adopt the Internal Revenue Service's
new understanding of the FET, hut rather wishes to continue to impose the
CitY#s telephone user tax as it has been historically imposed, including taxing

12
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long distance telephone service irrespective of whether such service is charged
based on elapsed transmission time or on distance, or charged as bund'ed

* i

service without separately del i neat i ng specific telephone serv i ce charges.

5By
the enactment of this Ordinance amending the City's telephone user tax

provisions , the C i ty Counc i l reaff i rms
^

^r^^ that i t w i ll
F

^ll cont i nue its long-stand i ng

p
.

ractice of applying its telephone user tax in a manner consistent with the
Internal Revenue Service's interpretation of the FET that was in effect prior to
the issuance of Notice 200650 on May 25, 2006.. The amendments simply re--
state the ordinance as it was previously enacted, by incorporating pertinent
lang uage from previously referenced FET statutes and regulations as they
were interpreted by the lnternal Revenue Service prior to May 25, 2006r and
deleting any cross references to ^ET statutes and regulatians{ The
amendments are not intended to make any change in the way in which the tax
is calculated, imposed or administered, and therefore do not constitute a
change in the methodology of calculating the tax.

SEC'T1ON 2

Section 3,32030 ofthe Sacramento City Code is amended to read as follows:

Section 3.32O34 Telephone user tax

A. There is imposed a tax upon every person other than ^public agency in the. . .
city using intrastate interstate or international telephone communication services in the
city} and using any teletypewriter exchange services in the city or mobile, cellular
telephone or enhanced specialized mobile radio service communication

f
^an when the

,
ownerowner or Lessee of the telephone has a billing address in the city. The tax imposed by
this section shall be at the rate of five percent of the charges made for such services
and shall be paid by the person paying for such services,

a As used in this section;4he:
j _) The term " charges" shall not include charges for services paid for by

rnwnwnwM^M +

r^ aid telephone cards . or b inserting co i ns in co i n-operated telephones except that
where such a coin-operated telephone service is furnished for a guaranteed amount,
the amounts paid under such guarantee plus any fixed monthly or other periodic

^
^^ charge

shall be included in the base for computing the amount of tax due -norshalI e.^.

J2) The term lele hone commur.ications services" rn.ea.
( a ) Iocal tele hon .e servic^

Jb) toll tele h.ne service;_and
jc) telet ewriter ^xchan ge service

term "tele p
hone communication services" shall not include land mobile

.nnnnn^-

v^ces-def i ned- i nSecti ofl-24 .pf T i tle-47 eftheF deefservices or maritime mob i le
r

^l^ ser
.

a 1-i Ile4eraI[ JIati
. ,

^ The term."lacal teie hone service" means--
a the access to a Ioca1 tele hqpe sy stem and the rivilege of tei^ honic

•1 3
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qalit Con1munication with substantially aII erson^ ir► tel^ h^neor radio
teieDhone ^tations_constituting a part oI ^uch local telepho ne syst^m ^nc

itcilit or service rovlded in connection with a serv^ce described
in ar^ ra.ph ^ .

:[h^ term "local telephone scrvic.'a does n..ot include an rvi^e which is ^ "tall

4 The term "tali tel^ hone service" means

- ()̂a telephonic uallt C...
ommunicition for which ( i ) there is a toll

which varies in amount v^rith the distanceor ela psed transmis .siontMm e of each

Jb) a service which entltlesthe subscrlbe r upon payment of a peri^
charge (determined as a fIatamount 0r qo. the basis oftotal eI^ ^e.dtransmission

hia specified area which is outside thela.al tel^ hanQ ^ stemarea in whlch th^ statian
provided with thisservice is .o^ated.

5 The term "telet euurlter exchanq service" rneans the ac^ess frorn ^

jtion is a part and the privilege of Inerc.ommu.pication by such station wit^

substantially all ersoris having telet ewriter gr other da.ta stations constituting a part

payment of a char ^ or cI^a.r ^s wheth^r such charge or charges .are deterr^ined ^^ a
flperiodic amount pn the bas.. of distanp and elapdtransmis.sion time, or in
some other manner). The term `t&et euuriter ^x^han e s^rvipe'a does not irrclude ^n

service which. isLiocaI telephone service

stations regardless of whether such cli^nnel rou sot chanr^eis or

_Jb the switching capgcit extension lines and stations! or
associated services which .̂...re ravided in connection...

wlth and are necessQry.or unl u^

to the use of^ cha.rinels or s ystems described in parag rap h (a ), ..anc^
c the channel mile^ ^ uvhich.cannects atele hon^ ^tation Iocatec...

outside aIocaI tele hone sn area with. c e ntral office in such local telephon^

Ibe term 'private Communication service" does not include an ycommunlc.atign

L7) The term "land mobileservicrpns aser\rige of raaliocornmunicatign^

within a count or contin?r1t and statio nary Iancjstations or between I^pd mobile

t&e hone service" or a " riy^te communic^tio.n servic^".

iridividual communlcation and ( U) the charge is paid... within th . United State. 0

time ta the rivile.ge of an unlimited numb^rpftele honic comrnunication^ to arfrom
aII or a substantial o rticn of the I^avin teie hone or radio telephon^ stations

telet ewrit^r or other c^ta station ttelet ^w.riter exc.hange s stem af w hlch such

ofthe same t^let ewriter exchanq.e system to .hich the..subs criber is cntitled upon.

^ The term " rjvate Co..munication service" rnean^-_
. . the communication service furnished to a subscriber which entit!es the

subscr i ber-_
i to exclusive or riarit usgfj ^^mmunic.ation ch.gnrpe1. or group

^^.^.._n.r^^ls^c^r.^_ .
^iJto theuse of an iatercommunlcation systemfor the..sub^^ri

intercommunication system riiy be conn^c.t^d th rou h^wItchin Wlth a local s^rvice
toli servic^ or telet ewriter exchange seMc

service unless asp̂ ^rate char e is made fo.r such s.rvice.

between land base stations and land rnabilestations (i.e1stations capable of
transrnittin radio communications while in motianor durinqstp sat un^ eclfied oints
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stations.

October 3, 2006

8 The term "maritime mob He se rvices" rrieans aservice of radio
comrnunicatians between caa st stations i.e. onland and ship stations moble
t?tions on water vessels includ in g a lifeboat 1ifra ft or any oth^r yival equipment),

or between ship stations.

c. The tax imposed in this section shall be collected from the service user by the
person providing the intrastate, interstate or international telephone communication
services, The amount of tax collected in one month shall be remitted to the city coIlector
on or before the last clay of the following month. The amount pp which the tax with
respect to sucL...,servlces shall. ^..eased shall ^^ the su m of all ch^r ^s. for suclj
servic^s included 1n the.biII; except th^t ifthe person vvho renders the bill groups

h^individual items for purposes of renderin the bill and corn utin the tax then i
amount on whkh the tax with resp ect to each such group sha11 be based shall be th^
§um of all items within that roiJp, an.d ii the ta..x op the remainin iternsnot includ^din
an such group shall b.ebased on the ch ar e for ech ..em separate

I^^ Not'"rith^^and4nc^the.pfov4&' © UGn-t••he4ax- impose^

de as -sh-...^^^^1on exists-on-Au

oode-.4106:O2)The . fo11owing shall ^e .. xernt trorn a pytax im posed b this section:
i m posed

w
1 News services. Notax shall be under tl^

.
^s section e.ce t w^th

ect to IocaI t^1e hane servic.e • o n an a rn^nt received frpm an erson for
services used in. the collection of news for the ub lic press , or anews ticker
furnishing a general nevus service jpiiIar to that of the ublic ress or radio

means of radio broadcastin ifth .char e for such service i^ ^illed i n writin tQ su^l^

section on an y pa rncnt received for services fiurrtishd to an international or anizatigr^
or to the AmeriNational Red CrossF

broadcastin or in the dissemination c..f ne.ws throu h th e public res^ ar . news ticker
service furnishing a general n^w•s service...similar tothat ofthe public re.s ar ^

^pr .op:.
^ intern^tiona! etc, or anizations. N. taxshall be imppsed under this

jLervicemen In combat zone. No tax shall be im posed under this sectior
gpan payment received for .an y toll telephon^ service whlch orig inates within a combat
zone from a member of the Armed Forces ofthe United States ^rformin servic .ein
such combat zone rpvided a certific^tesettin 10rth such facts asth.e Secreta ry of the
United States Treasu rn^ b re ulatians p rescribe , i^ furnished to the ^rson

ofthe United States by Executi^e Order desi nates for tedincome-tax p urposes ,

as an area in which Arm^d Forces of the United State.s are or I^av? ^fter June 24
en a ed. iri combat.

4 Items otl^erwisetaxed Only one pay ent oftax under this seQtian shafi

receivin g such a ment. T.c terrn "cornb .at zon e'^ means ^n area which the President

r^ uired with repect to the tax on an telephone commu.nication service
notwithstandin that the line.pr stations ofoneor rnore o ns are use.in furnishir^
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such service.
15) Common ca rriers a nd communiqgtion^ c am panies. No tax shall be.....

imp os ed under this section on the am ount aid for an toll telephone service described
in this ... se ction to the extent that the am ou nt so paid is for iseh a corn on carri^r
telephone or taiaraph compan or r^^IiQbrOR dcastingstativn or norl'C in the
conduct of its business as such.

much qf any amount aid far th^ in^ta.llation of an instrume.t wire poIe switchboard,
aoDaratus. or eQui^ment as is properly.attributahle to such lns..t^I^ati^n.

^
^j)jnstafla.i.or. Qhar No tax shall he irn p.underthis section on so

1_fl Nonprofit hos pitals. I^&tax shall be im posed underthis section an ap y
amount aid banonprotit hos ita1 for tele hon...e communication servic .es furnished to
such organization.. For ur oses at this subs .ection the term 'non ro .fit hos ita!' m
a hospital that is exem t from income tax under sectkn 501 (a) of the Internal Revenue

(8) .Exemption for nonprofit educatbnal organizations. No tshall be imposed
under this section qn ^py... amount paid b s non rc.fit educational or ^ni^ati^n ^^r
services or facilities furnished to.. such or anizatiQn. Fcr purposes of this sub^ectign th^

exempt from income tax under section 50.1 (a) of the Intemal Bevenue Code including
school operated i.s ^n activity of an or arati.n described in section 501
internal ^eyenu^ ^^^e which is exern t from income tsection 5Ojfa it su.h

enrolled body of u 11s or stu dents in attencjce at the lace whereitsecational
activltiare re ularl carried on.

^^

term .nonp rofit educational or ^pizatipn' means an E .....duc^tio...nal or a^ization which is

school narmall maintains a re ularfacult arrdcurriculum an^ norm^ll has a regularly.

SECTION ^

If this Ordinance is declared to be invalid, then the provisions of Section
3,32030 as that Section read and was interpreted by the Internal Revenue Service an
May 24, 2006, will became effective.

SECTION. 4_ _^....._

This Ordinance shall not be construed as imposing a new tax, or extending or
increasing an existing tax..

SECTION 5

This Ordinance is declared by the City Council to be an urgency measure
necessary for the immediate preservation of public peace, health or safety. The facts
constituting such urgency are as follows: The revenues from the telephone user tax are
anticipated to he approximately $22.4 million for Fiscal Year 2006-2007 it the telephone
user tax is applied consistent with the Internal Revenue Service's interpretation of the
FET prior to the issuance of Notice 200650 on May 25, 2006. In the event that the
City"s telephone user tax were to he applied consistent with Notice 2006-50, it is
projected that the total telephone user tax revenues could decrease by approximately
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$13.85 mHlion for Fiscal Year 2006^07. The revenues from thetelephane usertax are
critical to the public peace, health and ^^^^ty in that these revenues pay the costs
associated with essential services, including public safety"

SECTION 6

This Ordinance shall become effective immediately upon its adoption pursuant
to Section 32 of the Charter of the City of Sacramento, and shaII remain in effect until
the effective date of any superseding ordinance.

Adapted by the City of Sacramento City Council on by the foIlowi^g vote:

Ayes:

Noes:

Abstain:

Absent.

MAYOR
Attest:

City Clerk

Passed for Publication:
Published:
Effective:
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