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REPORT TO COUNCIL
City of Sacramento

915 | Street, Sacramento, CA 95814-2671
www. CityofSacramento.org

Staff Report
February 28, 2006

Honorabie Mayor and
Members of the City Council

Subject: Tobacco Retailer Licensing Program: Operation And Revenue Status
Location/Council District: Citywide

Recommendation:

This report provides information on the status of the Tobacco Retailer Licensing
Program.

Contact: Max B. Fernandez, Director of Code Enforcement, (916) 808-7940
Presenters: Bob Rose, Code Enforcement Manager

Department: Code Enforcement

Division: Business Compliance

Organization No: 4652

Summary:

This report provides an overview of the current operation and revenue budget status of
the City of Sacramento's Tobacco Retailer Licensing Program. Sacramento City Code
(SCC) Chapter 5.138 requires all tobacco retailers to obtain a license for each location
at which tobacco retailing is to ocour. Consistent with the intent of the ordinance, this
program is seeking to curb illegal sales of tobacco products to minors through retailer
education, retailer inspections and compliance checks, maintaining a database of all
retailers, and conducting under age sting operations.

Committee/Commission Action: None.
Background Information:

The Code Enforcement Department (formerly of the Neighborhood Services
Department) has been managing the Tobacco Retailer Licensing Program since the
adoption of SCC Chapter 5.138 on March 30, 2004. Actual implementation of the
licensing program began July 1, 2004. The first year operating budget (Fiscal Year
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2005) was $200,000 which included $50,000 start-up costs absorbed by the Code
Enforcement Department. Subsequent years have an annual operating budget of
$150,000. Projected yearly revenues are $150,000 based on a yearly retailer licensing
fee of $300 each for an estimated 500 licenses issued. Based on these calculations the
enforcement program is self-sustaining. Current staffing includes 1.0 FTE Code
Enforcement Officer, 1.0 FTE Administrative Technician, a Police Officer on an overtime
part-time basis, and youth decoys. The licensing program also is supported by an
existing software program for accounting and reporting functions.

Approximately 708 businesses have been contacted as part of the outreach program as
well as to identify the city's tobacco retailers. As a result, 639 businesses were
identified that had potential to sell cigarettes or tobacco products/paraphernalia. Code
Enforcement staff has inspected all 639 potential retailers, which revealed
approximately 209 businesses that have either closed or discontinued their sale of
tobacco products. Currently, 430 tobacco retailer licenses have been issued which will
generate $129,000 in revenue or 86% of the projected revenue budget for this program.

Of the 240 notices of violation issued, 216 have been resolved through voluntary
compliance of various federal, state, and local laws. The outstanding violations were
discovered as a result of sting operations conducted by the Code Enforcement and
Sacramento Police Departments. Under age sting operations have been conducted at
142 different tobacco retailers. These operations revealed 27 retailers selling cigarettes
to minors and two retailers selling cigarettes in packages of less than 20. Twenty-eight
retailers have completed or are currently serving a mandatory 30-day suspension of
their City tobacco retailer license. Of the 12 retailers appealing the proposed
suspension, one was overturned. Code Enforcement staff has assisted with the Police
Department with the stings (PC 308 A). Based on a minimum $200 fine for each
violation, approximately $5,400 has been collected in fines from the sting operations
since August 2005. These sting operations will continue to be scheduled on a regular
basis, and retailers who are serving suspensions will be spot-checked to ensure
compliance. Code Enforcement staff has worked in cooperation with the Sacramento
Police Department to enforce smoking-related laws in bars by inspecting 20 different
locations. These inspections resulted in 21 citations for violating L.abor Code 6404.5.

In addition, 92 tobacco retailers were identified as operating without a valid City of
Sacramento Business Operations Tax Certificate. Through enforcement efforts, all 92
retailers now have a valid Business Operations Tax Certificate generating
approximately $41,000 in revenues for the General Fund.

The success of the tobacco retail licensing ordinance is evident with illegal tobacco
sales dropping from 27% to only 7% in the City of Sacramento from 2003 to 2005. In
addition, the unincorporated areas of Sacramento County and the Cities of Elk Grove
and Rancho Cordova have adopted similar ordinances that have proven to be effective.
Prior to the adoption of such ordinances relating to the sales of tobacco products to
minors in Sacramento City and County, the percentage of businesses selling tobacco to
minors was significantly higher in Sacramento County than statewide. From 2003 to
2005, tobacco sales rate to minors for California remained relatively constant - 12.2% to
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10.2%, but the overall sales rate for selling tobacco to minors significantly decreased in
Sacramento County from 20.8% to 10.6% during the same time period. (Youth
Purchase Survey Report from the Sacramento County Department of Health and
Human Services).

The attached summaries provide information on the revenue budgets (Exhibit A),
enforcement violations (Exhibit B), suspension status (Exhibit C), and the tobacco
retailer data base by council district (Exhibit D) for the City of Sacramento’s Tobacco
Retailer Licensing Program.

Financial Considerations:

Revenue collected for the licensing fees of the Tobacco Retailer Licensing Program are
deposited into the City's general fund.

Environmental Considerations:

This report is not considered a project and therefore has no environmental impact as
stated by the California Environmental Quality Act (Section 15061 (b) (3)).

Policy Considerations:

This report is consistent with the policies associated with the City of Sacramento’s
mission to protect, preserve, and enhance the quality of life for future generations.

Emerging Small Business Development (ESBD):

No goods or services are being purchased.

Respecifully Submitted by:
MAX B. FERNAN

Approved by: WW nyvww?o

Cassandra Jennings, Assistant City Manager
For. Ray Kerridge, Interim City Manager
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AY KERRIDGE
Intenm City Manager
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CODE ENFORCEMENT DEPARTMENT
Tobacco Retailer Licensing Program

Revenue Summary

FY 05 REVENUE SUMMARY

New Licenses Issued

Renewal Licenses Issued

¥229

659

Total Licenses Issued

Revenue Budget _

New Licenses (430 @ $300)

$129,000

Renewal Licenses (229 @ $300)

*$68,700

FY 05 Revenue

*$197,700

Revenue Variance

*$47,700

Actual Revenue %

*131.8%

*Please note, these ﬁgures include the retailers which renewed their licenses in FY (05
according to SCC section 5.138.060 B. which reguires annual renewal of the retailer
license 30 days prior to the expiration date that appears on the license (ie end of FY

05).

FY 06 REVENUE SUMMARY as 2/3/06

Number of Tobacco Retailers _

New Licenses Issued

45

Renewal Licenses Issued

133

Pending Applications

34

Licenses Pending Expiration

232

Retailers who no longer sell/do not require permits _____1

40

Re\./én.u.e. Budg.ét.

—$150,000

New Licenses (45 @ $300)

$13, 500

Renewal Licenses (133 @ $300)

$39,900

FY 06 Current Revenue

$63,400

Revenue Variance

$96,600

Actual Revenue % collected to date

35.60%




CODE ENFORCEMENT DEPARTMENT

Tobacco Retailer Licensing Program
Violation Summary

#of Violations]

SeHing tobacco to minors

27
105 Selling tobacco without a City Tobacco Retailer License
92 Expired City Business Operations Tax Certificate
5 Selling tobacco at a non-fixed location
8 Self-service displays
149 Improper displays of licenses
60 Excessive signage on business windows.
21 State Labor Code 6404.5 - Smoking in bars
30 No "we card" State issued sticker posted at reqgisters
25 Selling tobacco without a valid State tobacco license
2 Selling single cigarettes or in packs less than 20
1

Selling "Bidi's" - an illegal tobacco cigarette

Exhibit B
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