
Agenda Item No. 12A 
September 9, 2025 

TO:   Honorable Mayor and City Council Members 
  Attention:  Savita Chaudhary, City Manager 

FROM:   GeorgeAnne Megger-Smith, Assistant City Manager 
  (Staff contact: GeorgeAnne Megger-Smith, Assistant City Manager (707) 449-5651) 

SUBJECT: RESOLUTION OF THE CITY COUNCIL OF THE CITY OF VACAVILLE 
AUTHORIZING THE CITY MANAGER OR DESIGNEE TO PUBLISH A REQUEST 
FOR PROPOSALS FOR VOTER OPINION SURVEY AND PUBLIC EDUCATION 
SERVICES ON THE INCREASES TO THE GENERAL PURPOSE TRANSACTIONS 
AND USE TAX (SALES TAX), TRANSIENT OCCUPANCY TAX (TOT), AND 
BUSINESS LICENSE TAX (BLT) MODERNIZATION AND APPROVING A FISCAL 
YEAR 2025/26 ONE-TIME BUDGET AUGMENTATION FOR AN AMOUNT NOT TO 
EXCEED $350,000 

ACTION FOR CONSIDERATION: 

The City Council is asked to receive information on Voter Opinion Survey and Public Education 
services on the increases to the General Purpose, Transaction and Use Tax (Sales Tax), Transient 
Occupancy Tax (TOT) and Business License Tax (BLT) modernization and direct staff to publish a 
Request for Proposals and approve a fiscal year 2025-26 one-time budget augmentation for an 
amount not to exceed $350,000. 

RECOMMENDATION: 

By simple motion, adopt the subject resolution. 

BACKGROUND: 

As a means to help the City of Vacaville recover from the Great Recession and to protect essential 
City services from further reductions, voters approved Measure M in November 2012, which 
established a 1/4 cent sales tax for five years. Voters subsequently supported a 20-year extension 
of Measure M plus an additional 1/2 cent tax in November 2016, bringing the rate to 3/4 cent. The 
new tax rate of 8.125% went into effect on April 1, 2018 and the City began to receive revenues in 
the last quarter of fiscal year 2017-2018. 

Measure M is a general tax used for general municipal purposes such as police programs, 
fire/paramedic services, street lighting and maintenance, and parks beautification. These funds are 
instrumental in how the City executes its strategic goals and enhances the quality of life for our 
residents. Specifically, Measure M funds are utilized to fund 29 full-time positions including 7 in the 
Fire Department, 13 in the Police Department, 4 in Parks and Recreation, 3 in Public Works, and 1 
each in Economic Development and City Manager’s Office.   Measure M has also funded park 
improvement projects in every district, vehicle and equipment replacement, homeless encampment 
remediation, Fire Apprentice program, downtown alley reconstruction, Ulatis Creek repairs, and 5-
year pilot programs such as Council District Benefit program, Youth Scholarships and Neighborhood 
Cleanup.   

Without this funding source, the City would be unable to sustain many of these critical positions and 



programs. This could result in reduced staffing for public safety, fewer resources for maintaining 
parks and infrastructure, limited support for community enrichment programs, and delays or 
cancellations of essential improvement projects. 

DISCUSSION:   

Vacaville is a full-service city, equipped with its own City-run police, fire, parks and recreation, 
community development, economic development, public works and water utility services. The health 
and safety of all residents in the City is a top priority. The City of Vacaville faces a structural budget 
deficit that it is trying to solve; and the general fund pays for important City services such as police, 
fire, and paramedic services; 911 emergency response; emergency street repairs and maintenance; 
neighborhood park and recreation services; and general municipal services to the public. 
  
To address the projected gap between the City’s operating revenues and expenses in fiscal year 
2025-2026, staff identified and Council approved $9.2 million in citywide cost saving measures. The 
cost savings measures included delaying the hiring of 22 full-time positions and freezing 3 more, 
reductions of 2.5% in discretionary expenditures, and use of one-time monies to balance the general 
fund. 

The City’s five-year forecast still anticipates the gap between expenses and revenues to be nearly 
$9 million annually even with cost-saving measures implemented across departments. Additionally, 
there are many unfunded and/or underfunded needs projected in future are at risk such as public 
safety radio system replacement, public works infrastructure upgrades, traffic signal system and fleet 
upgrades. Consequently, the proposed General Fund budget for the upcoming year will continue to 
rely on excess Reserve funds as a temporary measure to balance the budget. However, without 
further cuts to services or increase in revenues, the City projects to continue operating in a deficit 
position with expenditures higher than revenue. 

Any changes to Vacaville’s General Purpose, Transaction and Use (Sales) Tax, Transient 
Occupancy Tax (TOT), or Business License Tax must be approved by local voters. The Council may 
consider placing revenue measures to adjust the tax rates in Vacaville on the November 2026 ballot. 
If the Council decides to pursue tax measures, staff recommends issuing an RFP for consultant 
services to complete a voter opinion survey regarding the prospective measures, assistance with 
drafting ballot language, and assistance with public education services based on the survey results. 

Sales Tax   

In California, a general tax to be used for general governmental purposes requires a 50% plus one 
majority vote. A Special Tax to be used for a specified limited purpose requires a 66.67% 
supermajority vote and must delineate exactly how funds will be utilized.   

California has a State-mandated minimum sales tax of 7.25% with a majority of the jurisdictions 
statewide having a higher sales tax rate to support and maintain local services. Vacaville’s sales tax 
rate is 8.125%, however, most of the sales tax revenue generated does not go to the City.   The 
state’s base sales tax rate is 6% and goes towards the State’s General Fund, to support health and 
social service programs, and the Public Safety Augmentation Fund held by the County. The City 
receives 1.75%, which is comprised of the 1% Bradley-Burns tax allocated to counties and cities to 
use at their discretion and the .75% Measure M tax.  The remaining sales tax is distributed to county 
local transportation funds (0.25%) to support transportation programs and to fund the Solano County 
Library system (0.125%).           



For every $100 of sales in the City, the tax generated is $8.13. The share of tax revenue is distributed 
as follows: 

The Local Government Guide to California Sales, Use and Transaction Tax 
https://cdtfa.ca.gov/industry/local-jurisdictions-and-districts/ provides a detailed overview of the 
allocation of sales tax and how use tax is imposed in California. Counties, municipalities, and districts 
are allowed to increase the sales tax in their jurisdictions up to a total of 2%. 

Assembly Bill AB 3259 increased the Solano County cap by .50%, increasing the cap to 9.75% and 
will remain in effect until January 1, 2029. https://alcl.assembly.ca.gov/system/files/2024-04/ab-
3259-wilson.pdf 

Many cities are facing similar budget deficits. At the November 2024 election, 4 of the 7 cities in 
Solano County increased their sales tax, with a 5th planning a tax measure in 2026. The most recent 
increases, as well as the rate in all Solano County cities, are listed in Tables 1 and 2 below: 

Table 1: Most recent sales tax increases (Nov 2024) in Solano County 

City Percent Increase New Rate - effective April 1, 2025 Old Rate 
Benicia 0.50% 9.625% 9.125% 
Dixon 1% 8.375% 7.375% 
Rio Vista 1% 9.125% 8.125% 
Suisun City 0.75% 9.125% 8.375% 

State/County City of Vacaville 
Local 

Transportation 
Fund 

Solano Library 
System 

Sales Tax Revenue $6.00 $1.75 $0.25 $0.13

 $-

 $1.00

 $2.00

 $3.00

 $4.00

 $5.00

 $6.00

 $7.00 

https://cdtfa.ca.gov/industry/local-jurisdictions-and-districts/
https://alcl.assembly.ca.gov/system/files/2024-04/ab-3259-wilson.pdf
https://alcl.assembly.ca.gov/system/files/2024-04/ab-3259-wilson.pdf


The City of Vacaville’s sales tax rate is the lowest of all 7 cities in Solano County, as described in 
Table 2 below. Per the California Department of Tax and Fee Administration, the statewide average 
for sales tax is 8.95%. 
Table 2: Sales Tax Rates in Nearby Cities https://cdtfa.ca.gov/formspubs/cdtfa95.pdf 

Regional City Sales Tax Rates 
Vacaville Current 8.125% 
Dixon* (Increased by 1% Nov 2024) 8.375% 
Fairfield (Currently exploring an increase) 8.375% 
Suisun City* (Increased by 0.75% Nov 2024) 9.125% 
Rio Vista* (Increased by 1% Nov 2024) 9.125% 
Vallejo 9.250% 
Benicia* (Increased by 0.5% Nov 2024) 9.625% 
Solano County CAP 9.75% 

*Increase effective April 1, 2025 

Pursuant to California Revenue and Taxation Code Section 7285.9, the City has the authority to levy 
a Sales Tax for general purposes, subject to voter approval. The Council could consider presenting 
a General Sales Tax (requires 50%+1 simple majority approval) to voters at the November 2026 
election. The law requires a general tax to be placed on a regularly scheduled general election. If a 
tax is approved at the November 2026 general election, it will go into effect on April 1, 2027. 

The potential, locally enacted Sales Tax measure is projected to generate general fund revenue 
between approximately $14 million annually for a one-half cent increase to $28 million annually for 
a one cent increase. The projections are based on current revenue derived from the existing 
Measure M sales tax and are subject to change with changes to economic activity within the City.   
Based on previous studies, staff estimate that 50% of Vacaville’s sales tax revenue is generated 
from out-of-town visitors. Staff will provide additional data and analysis to Council on the economic 
impacts of a sales tax increase to residents prior to their determination of a proposed increase. 

California Department of Tax and Fee Administration (CDTFA) website provides detailed information 
on sales tax exemptions. Here are some key exemptions: 

• Most grocery store food items are exempt, including bread, fruits, vegetables, and bottled 
water.   

• Prescription medicines and certain medical devices: This covers prescribed drugs 
dispensed by a pharmacist and specific medical devices like wheelchairs or crutches when 
prescribed. 

• Items purchased with Electronic Benefits Transfer (EBT) cards (CalFresh benefits): 
Purchases using CalFresh benefits are exempt, even if the items are typically taxable. 

• Sales for resale: Businesses with a resale certificate purchasing inventory for resale are 
exempt. 

• Sales to the U.S. government: Sales and leases to the U.S. government are generally 
exempt. 

• Sales in interstate or foreign commerce: Sales shipped from California to outside the state 
can be exempt under certain conditions. 

• Labor costs: Labor charges for services, if listed separately on an invoice, are generally 
exempt. 

https://cdtfa.ca.gov/formspubs/cdtfa95.pdf


Transient Occupancy Tax 

The City of Vacaville charges a local transient occupancy tax (TOT), also commonly referred to as 
a hotel tax, to visitors staying in local hotels and motels. The TOT is not imposed on Vacaville 
residents, rather it is imposed on occupants of hotels, inns, and other short-term lodging facilities for 
stays of 29 days or less. This hotel tax is only paid by visitors to ensure they contribute to maintaining 
the roads, infrastructure, public safety services and other resources they utilize while staying in 
Vacaville. The TOT is applied to a customer’s lodging bill. 
  
The tax was established in 1966 and administrative changes were made in 1975, 2000, 2003 and 
2006 (Ord. 1769, Amended, 09/12/2006; Ord. 1693, Amended, 05/27/2003; Ord. 1645, Amended, 
11/23/2000).  The total rate is comprised of 8% hotel/motel TOT, 2% Measure I excise tax, and 3% 
Hotel Business Improvement District assessment. The current rate was adjusted 48 years ago and 
the City is considering increasing the hotel/motel tax rate from 8% up to 10% which could generate 
up to approximately $500,000 annually to support local essential services.   

The TOT is a general tax that is deposited into the City’s general fund. 
  
Table 3: Transient Occupancy Tax Rates in Nearby Cities   

City TOT Rate TBID / Excise Taxes Total 
Benicia (March 2024) – Increased from 9% to 
13% 

13% 13% 

Suisun City 10% 10% 
American Canyon 12% 2% 14% 
Fairfield (NOV 2024) – increased from 10% to 
12% plus 3% TBID 

12% 3% 15% 

Vallejo 11% 11% 
Vacaville 8%* 3% + 2% 13%* 
Sonoma 13% 2% 15% 
Napa 15% 15% 
Rio Vista 10% 10% 

*13% Total sum includes TOT (8%) and Tourism Business Improvement District (TBID) and 
excise taxes.   
  
Pursuant to California Revenue and Taxation Code Section 7280 the City of Vacaville ("City") has 
the authority to levy a Transient Occupancy Tax for general purposes, and subject to voter approval. 
The Council could consider presenting a Transient Occupancy Tax (requires 50%+1 simple majority 
approval) to voters at the November 2026 election.   The law requires a general tax to be placed on 
a regularly scheduled general election. If a tax is approved at the November 2026 general election, 
it will go into effect on January 1, 2027. 

Business License Tax 

The City of Vacaville requires businesses operating in Vacaville to obtain a business license and 
pay an associated annual tax to help support the roads, infrastructure, and services used by local 
businesses.   Vacaville’s business license tax ordinance was established in 1977 (Ord. 923 §4.5, 
1977) and administrative changes were made in 2000 (Ord. 1634, Amended, 02/11/2000) and is an 
outdated model based on a business’s number of employees. The base rate, which is inclusive of 
the Measure I excise tax, is $65 and $90 per year for Service/Contractor and Professional business 



categories respectively with one employee, and goes up as the number of employees increases 
using the following schedule: 

Table 4: Vacaville Current Business License – Based on number of employees 

# of Employees Service / Contractor/Retail / Wholesale Professional 
1 $65 $90 

2-5 $135 $160 
6-12 $190 $215 
13-25 $270 $320 
26-50 $355 $405 

51-100 $575 $625 

To ensure Vacaville’s business license tax is equitable, fair, and reflects the current local economy, 
the City is considering changes to modernize and update the tax structure. The City has contracted 
with Hinderliter De Llamas & Associates (HdL) to review the current municipal code structure for 
business license tax and identify opportunities for improvement. The final report will include options 
for tax structure changes including an analysis of how the tax rate would be changed for small, 
medium, and large businesses and an analysis of the impact on locally owned and small business.     

The potential change to the tax structure could involve moving from a Business License tax 
methodology based on the number of employees to a new model that would calculate the Business 
License tax based on the amount of gross receipts (total amount of money received in connection 
with any sale) in Vacaville.   The gross receipts would then be charged a specific percentage based 
on the type of business and the amount of revenue generated. This updated tax model could 
generate approximately $1 million in additional annual funding for local essential services.    The HdL 
analysis and voter survey results will be complete and presented to Council to inform the 
determination of updates to the Business License tax structure. For comparison, the existing 
business license tax rates in neighboring cities are set forth below.   

Table 5: Comparison Business License Tax Rates in Nearby Cities 

Sample Business 
# of Employees and Revenue   

Vacaville Fairfield Napa Vallejo 

Small Craft Business: 
1 employee / $20,000   

$65 $55 $20 $63 

Café / Limited-Service Restaurant: 
2 Employees / $80,000 

$135 $105 $80 $132 

Barbershop: 
3 Employees / $150,000   

$135 $242 $150 $219 

Commercial Contractor: 
5 Employees / $250,000 

$135 $374 $250 $279 

Property Rental (Residential/Commercial): 
4 Employees / 35 Units / $750,000 

$160 $840 $165 $84 

Doctors Office: 
20 Employees / $2,000,000 

$320 $2,291 $500 $1,211 

Industrial Business / Service: 
300 Employees/ 30,000 sqft / $15,000,000 

$975 $2,195 $7,500 $4,135 

Supermarket /Retailer: 
90 Employees / $25,000,000 

$575 $4,896 $25,000 $6,758 



Election Costs 

The Solano County Registrar of Voters has estimated the cost to administer the General Election at 
$5.00 per registered voter. Currently, the City of Vacaville has 62,537 registered voters, and the 
estimated cost of submitting a tax measure to the City’s electorate in November 2026, general 
election is $312,685. However, the City will be participating in the General Election for 
councilmembers, so the cost to add a measure is incremental and is estimated by the Registrar of 
Voters to be about $0.50 per registered voter, or an increase to the normal election services invoice 
of $31,628 for each measure. The incremental cost of adding a measure to the City’s already 
required offices is mostly associated with printing and proofing the full text of the measure and 
arguments for/against in the Voter Information Guide.   

A ballot measure submitted in the next Primary Election (June 2026) is $7.00 per registered voter, 
or approximately $437,759. Staff does not recommend this approach, given it is cost-prohibitive. 

The City may also hold a stand-alone special election, but the estimated cost for the County to 
administer the election is $15.00 per registered voter or approximately $938,055. Staff does not 
recommend this approach, given it is cost-prohibitive. 

Next Steps 

If the Council gives direction to proceed with placing a potential tax measure on a ballot in November 
2026 for Sales Tax, Transient Occupancy Tax, and Business License, the next steps would be: 

1. Staff will issue an RFP for consultant services for public outreach and polling services 
2. Proposals will be received, scored, and a consultant will be selected. 
3. Survey a statistically valid sample of likely voters to objectively evaluate voter preferences 

about local ballot measures. 
4. Staff will provide City Council with following information: 

a. Sales Tax – Estimated per-household cost analysis 
b. Transient Occupancy Tax – Proposed percentage increase 
c. Business License Tax – Findings from the HDL study on shifting from an employee-

based to a revenue-based model 
d. Voter Opinion Survey – Summary of polling results 

5. Ballot language, respective resolutions, and ordinance amendments will be presented to City 
Council. 

6. The City Council considers providing directions to City staff on whether to move forward with 
a ballot measure. 

7. To place a measure on a ballot, 2/3 of the City Council (5 members) are required to vote 
affirmatively for the tax resolutions and ordinances. If a council member is absent from the 
meeting, 5 City Council Members are still required to vote affirmatively for the item to qualify 
for the ballot. 

8. If moving forward with a ballot measures, the City provides public education that effectively 
communicates about the measures, including how measure funds could be used and how 
accountability will be provided. 

9. Place measure(s) on the ballot and await election results.   



Direction from Council 

1. Sales Tax: General Vs. Special Tax 
2. Sales Tax: Identify percentage increase 

a. 1/2 cent 
b. 3/4 cent 
c. 7/8 cent 
d. 1 cent 

3. Transient Occupancy Tax (TOT): Identify percentage increase 
4. Business License Tax (BLT) : Staff will bring back the analysis for council consideration 
5. Issue an RFP for consultant services for public outreach and polling services 

ENVIRONMENTAL IMPACT: 

This action is exempt from the California Environmental Quality Act (CEQA) because it is not a 
project which has a potential for resulting in either a direct physical change in the environment or a 
reasonably foreseeable indirect physical change in the environment, pursuant to CEQA Guideline 
Section 15378. 

FISCAL IMPACT: 

Should Council approve the proposed one-time funding allocation, it would be funded through 
General Fund reserves. 

Amount Requested: $350,000 

Funding Source: General Fund 

Budget Distribution: If approved, a one-time budget augmentation would be added to the FY 2025-
26 operating budget for Non-Departmental (1001.01.0101.671)   

ALTERNATIVES: 

City Council may choose to move forward with release of the RFP for consulting services and wait 
to determine the desired amount of increase until after polling identifies voter preference; or   

City Council could choose to move forward with release of the RFP for one or two of the revenue 
measures; or 

City Council could forgo placing any revenue measure on the ballot. If such direction is given, then 
all work to develop a tax measure would be suspended, and no further action is necessary. 

STRATEGIC PLAN GOAL/INITIATIVE: 

Goal #1 – Ensure Public Safety 

Goal #2 – Strengthen the Local Economy 

Goal #3 – Protect Vacaville’s Quality of Life 

Goal #4 – Maintain Effective and Efficient Services 



Goal #5 – Promote Community Engagement and Increased Equity and Inclusion 

LEVINE ACT: No   

ATTACHMENTS: 

Resolution – Action Item 
  



RESOLUTION NO. 2025- 

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF VACAVILLE 
AUTHORIZING THE CITY MANAGER OR DESIGNEE TO PUBLISH A REQUEST FOR 

PROPOSALS FOR VOTER OPINION SURVEY AND PUBLIC EDUCATION SERVICES ON THE 
INCREASES TO THE GENERAL PURPOSE TRANSACTIONS AND USE TAX (SALES TAX), 

TRANSIENT OCCUPANCY TAX (TOT), AND BUSINESS LICENSE TAX (BLT) 
MODERNIZATION AND APPROVING A FISCAL YEAR 2025/26 ONE-TIME BUDGET 

AUGMENTATION FOR AN AMOUNT NOT TO EXCEED $350,000 

WHEREAS, Vacaville is a full-service city, equipped with its own City-run police, fire, parks 
and recreation, public works, water utility services; and 

WHEREAS, the health, safety, and welfare of all residents in the City of Vacaville (“the City”) 
is a top priority; and 

WHEREAS, the City is facing a structural budget deficit that it is trying to solve; and   

WHEREAS, the general fund pays for important City services such as police, fire, and 
paramedic; 911 emergency response; emergency street repairs and maintenance; park and 
recreation services; water utility, and general municipal services to the public; and 

WHEREAS, the City proposes to understand the opinions of Vacaville voters to provide 
public education services related to the increases to the General Purpose, Transaction and Use Tax 
(Sales Tax), Transient Occupancy Tax (TOT), and Business License Tax (BLT) modernization, as 
directed by City Council; and 

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Vacaville does 
hereby authorize the City Manager to publish a Request for Proposals for voter opinion survey and 
public education services on the increases to the General Purpose, Transaction and Use Tax (Sales 
Tax), Transient Occupancy Tax (TOT), and Business License Tax modernization and approves a 
fiscal year 2025-26 one-time budget augmentation for an amount not to exceed $350,000.   

I HEREBY CERTIFY that the foregoing resolution was introduced and passed at a regular 
meeting of the City Council of the City of Vacaville, held on the 9th day of September 2025, by the 
following vote: 

AYES: 

NOES: 

ABSENT: 
  

ATTEST: 

________________________________ 
Michelle A. Thornbrugh, City Clerk 


