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FILE NO. 170217 RESOLUTION NO. 

1 

2 

[Urging the California State Legisl·ature to Amend the Revenue and Taxation Code to Enable 
California Local Jurisdictions to Levy a Personal Income Tax and a Corporate Income Tax] 

3 Resolution urging the Californfa state legislatt.:ire. to amend the Revenue and Taxation 

4 Code to enable local California jurisdictions to levy personal and corporate income 

5 taxes, which the City and County of San Francisco could utjlize as a sustained source 
. . 

6 of funding· for transportation and public health priorities. 

7 

8 WHEREAS, Then-State Assemblyman Mark Leno introduced. Assembly Bill 1690 in 

9 2003, which set forth a process by which cities and counties could establish a "Public Safety 

1 O Finance Agency" and fund its supplemental safety' services and capital improvements with 

11 revenue generated by a local income tax; and 

12 WHEREAS, AB 1690, on file with the Clerk of the Board of Supervisors in File · 

13 No. 170217, which is hereby declared to be a part of this resolution as if set forth fully herein, 

14 ensured that any income tax levied could not be greater than 10% of an individual's state 

15 income tax liability, and that the local legislative branch and the voting public must approve 

16 any tax; and 

17 WHEREAS, AB 1690 ultimately did not prevail and died in committee; and 

18 WHEREAS, The City and County of San Francisco continues to look for progressive 

19 revenue sources to fund the transportation and health and human services needs of the City's 

20 growing population; and 

21 WHEREAS, The federal administration has threatened to exacerbate local budgetary 

22 shortfalls with the withdrawal of federal funds from cities across the nation that have adopted 

23 Sanctuary City policies, including San Francisco; and 

24 

25 
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1 WHEREAS, The operational and capital costs of providing adequate and equitable 

2 health and human services are expected to increase dramatically with the threatened 

3 rescission of the Affordable Care Act; and 

4 WHEREAS, At least 170 U.S. cities currently levy a municipal income tax as a valuable 

5 and reliable source of revenue; and 

6 WHEREAS, An income tax is a progressive revenue source, which local California 

7 governments are presently precluded from assessing under provisions of the California 

8 Revenue and Taxation Code; and 

9 WHEREAS, The State of California levies a State income tax which collected $3.6 

10 billion in Tax Year 2013 within the City and County of San Francisco, as well as a corporation 

11 · tax which in Tax Year 2013 assessed $7,200,000,000 within the State; and 

12 WHEREAS, As an example, a 1 % increase in the highes~ State tax bracket and 

13 proportional increases in lower tax brackets wou.ld have generated $270,000,000 from 

14 p·ersonal income taxes collected within San Francisco in Tax Year 2013, demonstrating that 

15 fractional additions to State taxation rates could provide a new and valuable revenue source 

16 for California cities; now, therefore, be it 

17 WHEREAS, A corporat.ion tax is an alternative to a gross receipts tax, which allows for 

18 corporation profits to be taxed as opposed to receipts; and 

19 WHEREAS, Both a local income tax and a corporation tax are intended to be included 

20 in a menu of options San Francisco could avail itself of to generate sustainable progressive 

21 revenue to meet the City's groWth demands; and 

22 WHEREAS, Should the State Legislature amend the Revenue and Taxation Code, any 

23 proposed local tax would require a 2/3 vote of the people of the City and County of San 

24 Francisco; and 
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1 WHEREAS, Assemblyman Phil Ting has introduced legislation which, if passed, could 

2 enable San Francisco to place such a measure on a 2018 ballot; now, therefore, be it 

3 RESOLVED, That the San Francisco Board of Supervisors urges the California 

4 Legislature to am.end California Revenue and Taxation Code Section 17041.5 to remove the 

5 prohibition against California cities levying a tax on personal income; and be it 

6 FURTHER RESOLVED,· That the San Francisco Board of Supervisors urges the 

7 California Legislature to enact legislation to permit California cities to levy a corporate income 

8 tax; and be it 

9 FURTHER RESOLVED, That the City Lobbyist for the City and County of San 

1 O Francisco shall advocate for this policy; and be it 

11 FURTHER RESOLVED, That the San Francisco Board of Supervisors hereby directs 

12 the Clerk of the Board to transmit copies to the members of the San Frc;mcisco State 

13 Legislative Delegation. 

14 

15 

16 

17 

18 

19 
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AB-1690 Public safety finance agencies. {:W03-200.4) 

current Version: 09/04/03 - Amended Senate Compared to Version: j 09/04/03 -Amended Senate Y I I {'Pl)1R!l(e.Vero!qns .I CD 

SECTION 1 .. Article 4 (commencing with Section 55650) Is added to Chapter 4 of Part 2 of Division 2 of Title 5 of 
· the Government Code, to read: 

Article 4. Pub/le Safety Finance Agency 
55650. (a) Any county or city and county may form, by ordinance, a public safety finance agency for the following 

purpi:ises: 

(1) To finance supplemental fire protection services and finance needed capital improvements for: 

(A) Its fire department or other outside agency that provides structural fire protection services within the 
unincorporated areas of the county. 

(B) The fire department or other outside agency that provides structural fire protection services within the 
boundaries of each clty within the county. 

(C) The fire department that provides structural fire protection services within the boµndaries of a city and 
county. 

(2) To finance supplemental police or sheriff services and finance needed capital Improvements for: 

(A) The police or sheriff's department or other outside agency·that provides police or sheriff services within the 
unincorporated areas of the county. 

(B) The police department or other outside ~gency that provides police services within the boundaries of each 
city within the county. 

(C) The police. and sheriff's department that provides police and sheriff services within the boundaries of a city 
and county. 

(3) To finance supplemental emergency and trauma care services and finance needed capital Improvements for 
the rnunty hospital system or designated facilities, as defined In Section 1797.67 of the Health and Safety Code, 
that provide emergency medical and trauma care services within the boundaries of the county or city and cotinty. 
Moneys allocated for these purposes shall be distributed according to the following schedule: 

(A) Sixty percent to reimburse physicians and surgeons for providing emergency medical and trauma care 
services, as" described in Section 1797.98a of the Healtli and Safety Code. 

(B) Forty percent to hospitals and designated facilities providing disproportionate trauma and emergency medical 
care services, as described in Section 1797.98a of the Health and Safety Code. · 

(b) In the case of a city, county, or city and county that does not dlrectly provide the services described In 
subdivision (a), that portion of the funds of the public safety agency that are available for the category of 
services not directly provided may be made available only to the outside agency that directly provides that same 
category of services within the boundaries of the clty, county, or city and county. 

(c) (1) (A) The governing body of the county or city and county that forms a public safety finance agency shall. 
be the governing body of the public safety finance agency. 

(B) The members of the governing body of a public safety finance agency shall serve in that capacity without 
compensation or reimbursement for travel, per diem, _or other expenses. 
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(2) When a decision, determinC:,,on, or other action by the public safety finam.~ agency formed pursuant to this 
section is required by this article, the governing body of that agency may not delegate the obligation to decide, 

determine, or act to another entity, unless this article specifically provides for that delegation. 

(d) The territorial .boundaries of a public safety finance agency are coterminous with the territorial boundaries of 
the county or city and county that forms the public safety finance agency. 

( e) A public safety finance agency formed pursuant to. this section may, in addition to any funds allocated to the 
agency pursuant to Section 99.3 of the Revenue and Taxation Code, accept financial assistance from the state or 
federal government or any public or private source for any purpose set forth in subdivision (a). 

(f) All funds of a public safety finance agency formed pursuant to this section shall be held in trust for the 
purposes set forth in subdivision (a) and may not be utilized to supplant.other funds applied to fire protection ·or 

police or sheriff services. 

55651. (a) The governing body of a public safety finance agency shall establish a separate account for a county, 

each city within a county, and a city and county to receive the moneys allocated to the public safety finance 
agency pursuant to Sectlpn 99.3 of the Revenue and Taxation Code. In each fiscal year In which a public safety 
finance agency receives an allocation pursuant to Section 99.3 of the Revenue and Taxation Code, the governing 

body shall deposit in each account an amount equal to the amount allocated to the agency that is attributable to 
a reduction in the amount of property tax revenue allocated, respectively, to the county, each city within the 

county, and a city and county. 

(b) In each fiscal year; the governing body of a public safety finance agency shall allocate the moneys from the 
accounts created pursuant to subdivision (a) in the following manner.: 

(1) From the account of each city within the county: 

(A) Forty percent for the purposes described in subparagraph (B) of paragraph (1) of subdivision (a) of Section 

55650. 

(B) Forty percent for the purposes described in subparagraph (B) of paragraph (2) of subdivision (a) of Section 

55650. 

(C) Tu!enty percent for the purposes specified in subparagraph (B) of paragraphs (1) and (2) of subdivision (a) of 
Section 55650, as specified in a written agreement between the following parties: 

(i) The chief fire official that directly provides structural fire protection services within the boundaries of the city. 

(ii) The police chief that directly provides police services within the boundaries of the city. 

(2) From the account of the ·county: 

(A) Forty percent for the purposes described In subparngraph (A) of paragraph (1) of subdivision {a) of Section 
55650. If more than one agency provides these services for a county, the amount allocated from these moneys 
to each of these agencies shall be specified in a written agreement between the governing bodies of each of 
these agencies. 

(B) Forty percent for the purposes described in subparagraph (A) of paragraph (2) of subdivision (a) of Section 
55650. 

(C) Ten percent for the purposes specified in subparagraph (A) of paragraphs (1) i;ind (2) of subdivision (a) of 
Section 55650 for that county as specified in a written agreement between the following parties: 

(i) The chief fire official or officials that directly provide structural fire protection services In the unincorporated 

areas of the county. 

(ii) As applicable, the sheriff or police chief that directly provides sheriff or police services in the unincorporated 

areas of the county. 

(D) Ten percentfor the purposes specified In paragraph (3) of subdivision (a) of Section 55650. 

(3) From the account of a city and county: 

(A) Forty percent for the purposes described in subparagraph (C) of paragraph (1) of subdivision (a) of Section 
55650. 
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(B) Forty percent for the purpos._;;· described in subparagraph (C) of paragraph (L) of subdivision (a) of Section 
55650. The amount allocated from these moneys to the sheriff and the police chief in a city and county shall be 

specified in a written agreement between these parties. 

(C) Ten percent for the purposes specified in subparagraph (C) of paragraphs (1) and (2) of subdivision (a) of 

Section 55650 as specified In a written agreement between the following parties: 

(i) The chief fire official that directly provides structural fire protection services within the city and county. 

{Ii) The sheriff that directly provides sheriff services In the city and county. 

(iii) The police chief that directly provides police services in the city and county. 

(D) Ten percent for the purposes specified In paragraph (3) of subdivision (a) of Section 55650. 

(c) The governing body of a public safety finance agency shall allocate the moneys received pursuant to 
subdivision (e) of Section 55650 for any purpose specified in subdivision (a) of that section in a manner 

determined by that governing body. 

55652. (a) The county auditor shall allocate the revenues a county receives pursuant to Section 18205 of the 
Revenue and Taxation Code according to the following.schedule: 

(1) Twenty percent shall be allocated to the co~nty. 

(2) (A) The balance sha·ll be allocated amon·g the county and the cities In the county In percentage shares that: 

(i) In the cas.e of a county, correspond to the percentage of the county's total population that lives in 
unincorporated areas of the county. 

(ii) In the case of a city, correspond to the percentage of the county's total pop·ulatlon that lives in each city in 

the county. 

(B) (i) The county auditor shall determine the percentage share described in clause (i) of subparagraph (A) lri 
the following manner: 

(I) Determine the total population in the county. 

(II) Determine the population in the unincorporated areas of the county. 

(III) Divide the amount determined pursuant to subclause (II) by the amount determined pursu;mt to subclause 
(I), rounded to the nearest one~thousandth of 1 percent. 

(II) The county auditor shall determine the percentage share described In clause (II) of subparagraph (A) for each 
city in the county in the following manner: 

(I) Determine the total population in the county. 

(II) Determine the population of the relevant city In the county. 

(III) Divide the amount determined pursuant to subclause (II) by the amount determined pursuant to subclause 
(I); rounded to the nearest one-thousandth of 1 percent. 

(b) The population determinations described in subdivision (a) shall be made on the basis of the later of the 

following: 

(1) The most recent population estimates for counties and cities that have been made by the population 
research unit In the Department of Finance. 

(2) The most recent census validated by the population research unit in the Department of Finance. 

SEC. 2. Section 99.3 is addeq to the Revenue and Taxation Code, to read: 

99.3. For the purposes of the computations required by this chapter: 
' . 

(a) If a public safety finance agency Is formed by a county or city and county ordinance pursuant to Section 
55650 of the Government Code and Is located wlthln a county or city and county for which an income tax 
authorized by Part 10.1 (commencing with Section 18201) has been approved by the voters, in the fiscal year 
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that begins during the first ta"._.ole year in which that Income tax is imposl::a .. , the auditor shall do all of the 

following: 

(1) Reduce the total amount of ad valorem property tax revenue allocated to a city by that city's public safety 

amount. 

(2) Reduce the total amount of ad valorem property tax revenue allocated to the county by the county public 

safety amount. 

(3) Reduce the total amount of ad valorem property tax revenue allocated to a city and county by the city and 

county public safety amount. 

( 4) Allocate the cumulailve public safety amount to a public safety finance agency. 

(b) In the fiscal year that begins during the first taxable year In which a county or city and county ceases to 
impose an income tax that was Imposed pursuant to Part 10.1 (commencing with Section 18201), the auditor 

shall do all of the following: 

(1) Increase th~ total amount of ad valorem property tax revenue allocated to a clty by that city's adjusted 

public safety amount. 

(2) Increase the total amount of ad valorem property tax revenue allocated to the county by the county 

adjusted public safety amount. 

· (3) Increase the total amount of ad valorem property tax revenue allocated to a city and county by the city and 

county adjusted public safety amount. 

( 4) Decrease the total amount of ad valorem property tax revenue allocated .to a public safety finance agency by 
the adjusted cumulative public safety amount. 

( c) .In each fiscal year that follows a fiscal year in which subdivision (a) or (b) applies, ad va!orem property tax 
revenue allocations made pursuant to Sections 96.1 and 96.5 shall fully incorporate the allocation adjustments 

made by this section. 

(d) For purposes of this section: 

.(1) 'upon the approval of an income tax authorized by Part 10.1 (commencing with Section 18201), the governing 
body of the imposing county or city and county shall give notice of that approval to the Franchise Tax Board and 
to the auditor of the county· or city and county. The notice to the Franchise Tax Board shall specify the county or 
city and county that has received approval for the imposition of the income tax. 

(2) {A) The Franchise Tax Board shall, within 60 days of receiving notice of the approval of the Income tax 
authorized by Part 10.1 {commencing with Section 18201), estimate, based upon historical data on state Income 

tax collections for residents of that county or city and county, the amount of Income tax to be collected on behalf 
of the county or city and county in the first 12 months In which that income tax Is Imposed, and notify the county 
auditor of this estimate. 

(B) Upon receipt of the estimate described in subparagraph (A), the county auditor shall, based upon this 
estimate, determine the amount of this estimated amount that would have been allocated to the county and to 
the cities in the county in that year pursuant to Section 55652 of the Government Code. 

(3).A city's "public safety amount" means an amount of ad valorem property tax revenue equal to the lesser of: 

(A) Fifty percent of the amount .estimated, with respect to that city, by the county auditor pursuant to 
subparagraph (B) of paragraph (2). 

(B) All of the ad valorem .property tax revenue that is to be allocated to that city in the fiscal year In which 
subdivision (a) applies. 

(4) The "county public safety amount" of a county means an amount of ad valorem property tax revenue equal 
to the lesser of: 

(A) Fifty percent of the amount estimated, with respect to that county, by the county auditor pursuant to 
subparagraph (B) of paragraph (2). 
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(B) All o.f the ad valorem prop~ •• 1 tax revenue that is to be allocateo·m that :.L~Jnty in the fiscal year in which 

subdivision (a) applies. 

(5) The "city and county public safety amount" means an amount of ad valorem property tax revenue equal to 

the lesser of: 

(A) Fifty percent of the amount estimated, with respect to that city and county, by the Franchise Tax Board 
pursuant to subparagraph (A) of paragraph (2). · 

(B) All of the ad valorem property .tax revenue that Is to be allocated to that city and county in the fiscal year in 

which subdivision (a) applies. 

(6) "Cumulative public safety amount" mJ?ans: 

(A) With respect to a county, an amount of ad valorem property tax revenue equal to the total of the amounts 
determined, pursuant to paragraphs (3) and ( 4), for the co.unty and all the cities in the county in the fiscal year 
in which subdivision (a) applies. 

(B) With respect to a city and county, an amount of ad valorem property tax revenue equal to the total of the 
amount determined, pursuant to paragraph (5), for the city and county In the fiscal year In which subdivision (a) 
applies. 

(7) A city's "adjusted public safety amount" means an amount of ad valorem property tax revenue equal to the 
difference between the following two amounts: 

(A) The amount of that revenue that would otherwise have been allocated to that city in the fiscal year in which 
subdivision (b) applies if subdivisions (a) and (c) did not apply In any fiscal year. 

(B) The amount of that revenue that would otherwise have been allocated to that city in the fiscal year in which 
subdivision (b) applies if subdivision (b) did not apply In that fiscal year. 

(8) The "county adjusted public safety amount" means an amount of ad valorem property tax revenue equal to 

the difference between the following two amounts: 

(A) The amount of that revenue that would otherwise have been allocated to that county in the fiscal year in 
which subdivision (b) applies if subdivisions (a) and (c) did not apply In any fiscal year. 

(B) The amount of that revenue that would otherwise have been allocated to that county in the fiscal year Jn 
which subdivision (b) applies if subdivision (b) did not apply in that fiscal year. 

(9) The "city and county adjusted publlc safety amount" means an amount of ad valorem property tcix revenue 
equal to the difference between the following two amounts: 

(A) The amount of that revenue that would otherwise have heen allocated to the city and county in the fiscal 
year in which subdivision (b) applies if subdivisions (a) and (c) did not apply in any fiscal year. 

(B) The amount of that revenue that would otherwise have been allocated to the city and county In the fiscal 
year in which subdivision (b) applies if subdivision (b) did not apply in that fiscal year. 

(10) "Adjusted cumulative publlc safety amount" means: 

(A) With respect to a county, an amount of ad valorem property tax revenue equal to the total of the amounts 
determined, pursuant to paragraphs (7) and (8), for the county and all the cities In the county in the fiscal year 
in which subdivision (b) applies. 

(B) With respect to a city and county, an amount of ad valorem property tax revenue equal to the total of the 
amount determined, pursuant to paragraph (9), for the city and county In the fiscal year in which subdivision (b) 
applies. 

(e) This section may not be construed to do either of the following: 

(1) Require the auditor to reduce or Increase the amount of ad valorem property tax revenue required to be 
contributed by any city, county, city and county, or special district to. an Educational Revenue Augmentation 
Fund. 
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(2) Require a public safety fir.~.1ce agency to contribute ad valorem properc, tax revenue to an Educational· 

Revenue Augmentation Fund. 

SEC. 3, Section 17041.5 of the Revenue and Taxation Code is amended to read: 

17041.5. Except as provided in Part 10.1 (commencing with Section 18201), notwithstanding· any statute, 
ordinance, regulation, rule or decision to the contrary, no city, county, city and county, governmental subdivision, 
district, public and quasi-public corporation, municipal corporation, whether incorporated or not or whether 
chartered or not, shall levy or collect or cause to be levied or collected any. tax upon the income, or any part 

thereof, of any person, resident or nonresident. 

SEC. 4. Part 10.1 (commencing with Section 18201) is added to the Revenue and Taxation Code, to read: 

PART 10.1. LOCAL INCOME TAX 
18201. (a) (1) Any county or city and county that has formed a public safety finance agency by ordinance 
pursuant to Section 55650 of the Government Code ~ay levy a general tax upon the taxable income of any 

Individual who is a resident of the county or city a.nd county for each taxable year beginning on or after January 
1, 2004. The tax may not exceed an amount equal to the net tax defined In Section 17039 multiplied by 10 
percent. 

(2) Any ordinance adopted by a county or c;ity and county for the purpose of levying a tax on income shall be 
subject to approval by a majority of the voters voting on that Issue at an election. 

(b) This section may not be construed so as to prohibit the levy or collection of any otherwise authorized license 
tax upon a business measured by or according to gross receipts. 

18202. A local income tax imposed under-this part .shall be administered in the same manner as a tax imposed 
under Part 10 (commencing with Section 17001). Pait 10.2 (commencing with Section 18401) shall apply to any 
tax imposed under this part in the same manner and with the same force and effect and to the full extent as if 
the language of that part has been incorporated in full into this part, except to the extent that any provision is 
inconsistent with this part or Is not relevant to this part, 

18203. For purposes of this part, the term "resident" means an individual who resides in the county or the city° 
and county for more than six months during the taxable year. · 

18204. (a) (1) The Franchise Tax Board shall revise the personal income tax returns required to be filed pursuant 

to Part 10.2 (commencing with Section 18401) to allow an individual ·to report and pay a local income ~ax In 
accordance with this part. The returns shall require the taxpayer to include the individual's county or city and 

. county of residence. 

(2) If a taxpayer fails to include the taxpayer's county or city and county of residence on the return, the county 

or" city and county of residence will be the county or city and county as may be determined by the Franchls.e Tax 
Board. 

(3) If a taxpayer fails to Include a county or city and county of residence on the return as required by paragraph 
(1), then any adjustment required to make the local income tax assessment on the return shall be treated as 
arising out·of a mathematical error and shall be assessed and collected under Section 19051. · 

(b) Paragraph (1) of subdivision {a) does not apply with respect to returns for any taxable year beginning on or 
after January 1 of a calendar year unless the Franchise Tax Board receives notice of approval of a local incom~ 
tax, as required by Section 99.3, by June 1 of that calendar ye~r. 

18205. (a) The Franchise Tax Board shall transmit local Income tax revenues and applicable penalties and interest 
collected pursuant to this· part, net of refunds, to the county or the city and county to which the amount due is 

owing on or before 60 days after the personal Income tax return is processed or the income tax is collected, 
whichever is later. 

(b) In the case of a county, the county auditor shall allocate the moneys received by a county pursuant to 
subdivision (a) among the county and the cities In the county In the manner specified in Section 55652 of the· 
Government Code. 

18206. (a) A county or city. and county that enacts a local income tax i.n accordance with this part shall enter into 
an agreement with the Franchise Tax Board to provide for reimbursement to the Franchise Tax Board of expenses 
Incurred by the Franchise Tax Board to implement and administer this part. 
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(b) Any agreement between the Franchise Tax Board and a county or a city cind county shall provide that an 
amount equal to all start-up costs necessary to. administer the income tax of that county or city and county 
Imposed pursuant to this part shall be received by the Franchise Tax Board before It. Incurs any cost associated 
with the activity permitted by this part on behalf of that county or city and county. For the purposes of this 

section, start-up costs Include, but are not limited to, costs associated with the purchasing of equlpm.ent, the 

development of processes, and labor. 

SEC. 5. Section 19533 of the Revenue and Taxation Code Is amended to read: 

19533. If the debtor has more than one debt being collected by the Franchise Tax Board and the amount collected 
by the Franchise Tax Board Is Insufficient to satisfy the total amount owing, the amount collected shall be applied 

in the following priority: 

(a) Payment of any delinquencies transferred for collection under Article 5 (commencing with Section 19270) of 

Chapter 5. 

(b) Payment of any taxes, additions· to tax, penaltles, Interest, fees, or other amounts due and payable under 
Part 7.5 (commencing with Section 13201), Part 10 (commencing with Section 17001), Part 11 (commencing with 
Section 230a°1), or this part. 

(c) Payment of any taxes, additions to tax, penalties, Interest, fees, o·r other amounts due and payable under 
Part 10.1 (commencing with Section 18201); 

(d) Payment of delin·quent wages collected pursuant to the Labar Code. 

(e) Payment of delinquencies collected under Section 10878. 

(f) Payment of any amounts due that are referred for collection under Article 5.5 (commencing with Section 

19280) of Chapter 5. 

(g) Payment of any amounts that are referred for collection pursuant to Section 62.9 of the Labor Code. 

(h) Payment of delinquent penalties collected for the Department of Industrial Relations pursuant to the Labor 
Code. 

(I) Payment of delinquent fees collected for the Department of Industrial Relations pursuant to the Labor Code, 

(j) Notwithstanding the payment priority established by this section, voluntary. payments made by a taxpayer 
designated by the taxpayer as payment for a personal income tax liability, shall not be applied pursuant to this 
priority, but shall Instead be applied solely to the personal income tax llabllity for which the voluntary payment 
was made. 

SEC. 6. If any provision of this act, or any ordinance that is properly proposed by a local governing body pursuant . 
to this act, is held invalid in a final decision of a.n appellate court, the remaining provisions of this act shall 
become Inoperative. 

SEC. 7. In enacting this act, the Legislature finds and declares that the provision of government services in the 
cities in a county is of vital Interest to that county. Therefore, the Legislature finds and declares that the revenue 

transfers from a county to cities in the county required by Section 55652 of the Government Code serve a 
specific publk purpose of the counties that .transfer this revenue. 

https:/Reglnfo.legislature.ca.gov/faces/billVer~lonsCom pareClient.xhtm l?bllljd=2003§x§cas1690&cversion=20030AB 169091AM D 7fl 
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Government Audit and Oversight 
·Committee 

March 15, 2017 

Controller's Office 
Budget.and Analysis Division 
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State Law Prohibits Local Income Tax 

I 

~ "Notwithst~~ding any statute, ordina~ce, regulati~n, 
·-~Jl?~ti81 rule or dec1s1on t~ the contrary, no city, county, city 
.• r~~~il and county ... whether chartered or not, shall levy or 

?ir rJ,~Clf':r_,,_~ 
1~~~1i Q f~ \"~t . 

--~f:i~ collect or ·cause to be levied or collected a·ny tax 
J upon the income, or any part thereof, of any 

~ll!l person, resident or nonresident." 

--California Revenue and Taxation Code, 
. §17041.5 . 

2 



California Tax Revenue by Source 

Governmental Funds Tax Revenue -Two-year Comparison 
Years ended June 30, 2015 and 2014 

(amounts. in billions) 
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San Francisco Adjusted Gross Income· and ·Tax 
Assessed-Tax Year 2014 

· · Income Range 

$0 to $18,000 
'. '·. ·--- ·- --·- - - - -· --· ..... -

$18,001 to $40,000 
__ ::;• .. __, •. ·--- .• • - .... , ... _ ·-- ••• o - ··''"' ._ .. _ -· 

$40,001 to $70,000 
" __ ... ""' . " .... --· __ , "~. ·" ,_ -- .. 

. $70,001 to $100,000 

Number of 
Returns 

85,674 
..... ·- .......... - . 

90,968. 

' 86,704 
. --·-·' "-~- ..... ... .., __ .. .. . 

51,682 

I Adjusted Gross Income 1 
I I 
i (Thousands) · l 

"· 

Reyenue Generated by a 0.5% Tax 
Rate on Incomes over $1 Million 

Tax Assessed 
(Thousands) 

$ . 1,509 
·' - ... - ·•' 

$ 24,121 

$ 124,884 

$ 183,540 

$ 574,140 

$. 1,219,424 

$ 1,947,155 

$ 61,988,230 

Source: Franchise Tax Board 2015 Annual Report 

\b~'-bi.::--".'.:::c.c.:•2::.:::::;::c:cc;-c=="°·'"':.·.5:!;c'-':C·::===:or:::=;::=~::·;c.;o.:.:::::o:.-:o:::'.=.;c'C.•c.c:c.:.:~.-::c:·:;::.7,:.:o:.:::;:.;:•;.c:;;::;_:.-cf..:.: oc:. '...:..:.'....';~·;c~-:::.-:<::.z..::..~ ... -::.::-.:..:.x::~1-1.:.·,i:~::,_:..;.:::.:,:c;,.:; .• :;r;,.J..:.... ...... ,~,_..:~_i..·':-:;:::.;,_::.~·..:::.:;:.:_:--.:·-:.·:.c:::::~-·::"?_~=;-:~z .. ::.:'::-:..::-.=2":::.:::::-..:-:.:.-;:-.::::.=.·.:;_;::.:.!":::::.:-!..'.'J 
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Eleven States Have Cities or .Counties With· 
Personal Income .Taxes· 

1::··:·:1:~,,~.·:1 Indiana, Maryland, Michigan, Ohio, and pennsylvania have income . 
1s.::·s·'''"'I tax in ·most or all oftheir· local jurisdictions. Examples include: 

. . . 

Marion County 

(Indianapolis) 

Baltimore 

1.80% I Columbus 

3.20% I Philadelphia 

2.50% 

3.98% 

Detroit .1 2.50% I Pittsburgh . I 3.00% 

Alabama, Colorado, Delaware, Kentucky, Missouri,· and New York 
have .income taxes in a few local jurisdictions. Examples include: 

Birmingham 1.00% St. Louis 1.00% 

$5.75 per month 

Denver on compensation I New York City . 2.9% to 3.6% 
over. $500 · · I (progressive) 

Wil.mington 



sf.citi ( ); 
March 14, 2017 

The Honorable Jane Kim 
Chair, Government Audit and Oversight Committee 
San Francisco Board of Supervisors 
1 Dr. Carlton B. Goodlett Place, Room 244 
San Francisco, CA 94102 

RE: File No. 170217 Local Per~onal and Corporate Income Tax 

Dear Supervisor Kim; 

\'tOJft 
~CG\\JWJ V\A- tl\r{llr 

~ \ \t-\ \du rt 

sf.citi, representing nearly 1,000 member and supporting companies, requests the Board of Supervisors 
delay any action on the resolution urging the State Legislature to amend the Revenue and Taxation Code 
to enable local jurisdictions to propose for the ballot personal and corporate income taxes. 

We at sf.citi have long supported sound tax policy as a key driver to growing our local economy. 
Proposition E, which we strongly supported, converted our antiquated payroll tax model to a gross 
receipts tax model and was passed overwhelmingly with 71 % of voters in 2012. Similarly, the temporary 
Mid-Market tax credit of 2011 resulted in businesses of all types m9ving into long-vacant buildings in the 
South of Market district, growing property and sales tax revenues in that part of the city. These crucial 
business tax policies have led to San Francisco boasting one of the lowest unemployment rates in the 
nation. 

Changing tax policies have significant effects to business and job growth. Given that this would be the 
first time such a tax policy would be implemented in California, there is no precedence for how this could 
affect the local economy. Without proper evidence. and research into these potential effects: implementing 
such a policy could be disastrous and greatly inhibit growth in our economy. 

sf.citi strongly urges the Board of Supervisors to delay any action on this resolution, and rather, to work 
with the Controller, Treasurer and Tax Collector's offices on a review ·of the city's tax policies and options 
for reform as we approach the November 2018 election. 

Sincerely, 
The sf.citi Board of Directors 

cc: Clerk of the Board, to be distributed to each member of the Board of Supervisors, Mayor Lee 

58 2nd Street, 4th floor San Francisco, CA 94105 

www.sffij(jjj!hrg 



-
From: 
Sent: 
To: 

Board of Supervisors, (BOS). 
Wednesday, March 15, 2017 10:18 AM 
BOS-Supervisors; Major, Erica (BOS) 

Subject: 
Attachments: 

FW: sf.citi letter re: File No. 170217, Local Personal and Corporate Income Tax 
sf.citi letter re File No .170217 Local Personal and Corporate Income Tax.pdf 

From: Jennifer Stojkovic [mailto:jennifer@sfciti.org] 
Sent: Wednesday, March 15, 2017 9:58 AM 
To: Board of Supervisors, (BOS) <board.of.supervisors@sfgov.org>; Kim, Jane (BOS) <jane.kim@sfgov.org>; Lee, Mayor 
(MYR) <mayoredwinlee@sfgov.org> 
Cc: Jeremy Wallen berg <jeremy@gfpublicaffairs;com>; Alex Tourk <tourk@gfpublicaffairs.com> 
Subject: sf.citi letter re: File No. 170217, Local Personal and Corporate Income Tax 

March 14, 2017 

The Honorable Jane Kim 
Chair, Government Audit and Oversight Committee 
San Francisco Board of Supervisors 
1 Dr. Carlton B. Goodlett Place, Room 244 
San Francisco, CA 94102 

RE: File No. 170217 Local Personal and Corporate Income Tax 

Dear Supervisor Kim; 

sf.citi, representing nearly 1,000 member and supporting companies, requests the Board of Supervisors delay any action 
on the resolution urging the State Legislature to amend the Revenue and Taxation Code to enable local jurisdictions to 
propose for the ballot personal and corporate income taxes. 

We at sf.citi have long supported sound tax policy as a key driver to growing our local economy. Proposition E, which we 
strongly supported, converted our antiquated· payroll tax model to a gross receipts tax model and was passed 
overwhelmingly with 71 % of voters in 2012. Similarly, the temporary Mid-Market tax credit of 2011 resulted in businesses 
of all types moving into long-vacant buildings in the South of Market district, growing property and sales tax revenues in that 
part of the city. These crucial business tax policies have led to San Francisco boasting one of the lowest unemployment 
rates in the nation. 

Changing tax policies have significant effects on business and job growth. Given that this would be the first time such a tax 
policy would be implemented in California, there is no precedence for how this could affect the local economy. Without 
proper evidence and research into these potential effects, implementing such a policy could be disastrous and greatly inhibit 
growth in our economy. 

sf.citi strongly urges the Board of Supervisors to delay any action on this resolution, and rather, to work with the Controller, 
Treasurer and Tax Collector's offices on a review of the city's tax policies and options for reform as we approach the 
November 2018 election. 

Sincerely, 
The sf.citi Board of Directors 

cc: Clerk of the Board, to be distributed to each member of the Board of Supervisors, Mayor Lee 

5-10 



Jennifer Stojkovic 
Assistant Director 

nifer0J.sfciti.org I Linkedln I p.415-29l-9502 I rn. 727-798-1860 

sf .. citi 
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March 13, 2017 

The Honorable Jane Kim 

SAN 
FRANCISCO 
CHAMSERo~ 
COMMERCE 

Chair, Government Audit and Oversight Committee 
San Francisco Board of Supervisors 
1 Dr. Carlton B. Goodlett Place, Room 244 
San Francisco, CA 94102 

RE: File No. 170217 Local Personal and Corporate Income Tax 

Dear Supervisor Kim; 

~W(J \J\~ tl\~\L 

g \ \q \Q!>l1 

The San Francisco Chamber of Commerce, representing 2,500 local businesses with over 200,000 
employees, requests the Board of Supervisors delay any action on the resolution urging the State 
Legislature to amend the Revenue and Taxation Code to enable local jurisdictions to propose for the 
ballot personal and corporate income taxes .. 

As we have seen in the last decade, tax policy can have a significant impact on our local economy. 
Eliminating the payroll tax on the value of IPOs encouraged companies to stay and grow jobs in the city. 
The temporary Mid-Market tax credit resulted in businesses of all types" moving into long-vacant 
buildings, growing property and sales tax revenues in that part of the city. Our conversion from a payroll 
to grbss receipts business tax has produced record job growth and historically low unemployment rates. 

While a business net income tax could be a fairer system than gross receipts, because such a tax has not 

been legal in California, we have no experience with its impacts. Before we go down the path of seeking 
state authorization, we would be better served by the type of research and working group input that 
pre-dated the city's decision to seek voter approval of the gross receipts tax in 2012. 

Regarding a local personal income tax, we can see little support and significant downsides to such a 
move. The Bay Area is, for all intents and purposes, one economic unit. As we have seen by our own 
experiences in San Francisco, business tax policies can and do drive location decisions. The right tax 
policies produce jobs; the wrong ones don't. You can expect a local personal income tax to have great 
impact on where people choose to live and work. 

The.San Francisco Chamber strongly urges the Board of Supervisors to delay any action on this 
resolution, and rather, to work with the Controller, Treasurer and Tax Collector's offfces on a review of 
the city's tax policies and options for reform as we approach the November 2018 election. 

Sincerely, 

Jim Lazarus 
Senior Vice President of Public Policy 

cc: Clerk of the Board, to be distributed to each member of the Board of Supervisors, Mayor Lee 
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Calvillo, Angela (BOS) 'lm: 
nt: 

To: 
Monday, February 27, 2017 12:59 PM 
Somera, Alisa (BOS); Carroll, John (BOS) 

Subject: FW: File 170161 Item 65 (Tu 28 Feb 2017)--Municipal income tax 

Categories: 

For the file please. 
Thank you. 
Angela 

170161 

From: Peter Straus [mailto:pstrausSF@prodigy.net] 
Sent: Monday, February 27, 2017 11:28 AM 
To: 'Peter Straus' <pstrausSF@prodigy.net>; Breed, London (BOS} <london.breed@sfgov.org>; Cohen, Malia (BOS} 
<malia.cohen@sfgov.org>; Farrell, Mark (BOS} <mark.farrell@sfgov.org>; Fewer, Sandra (BOS} 
<sandra.fewer@SFGOVl.onmicrosoft.com>; Kim, Jane (BOS) <jane.kim@sfgov.org>; Peskin, Aaron (BOS) 
<aaron.peskin@sfgov.org>; Ronen, Hillary <hillary.ronen@sfgov.org>; ahsha.fafai@sfgov.org; Sheehy, Jeff (BOS) 
<jeff.sheehy@sfgov.org>; Tang, Katy (BOS) <katy.tang@sfgov.org>; Yee, Norman (BOS) <norman.yee@sfgov.org>; 
Calvillo, Angela (BOS) <angela.calvillo@sfgov.org> 
Cc: 'SFTR Executive Board' <executiveboard@sftransitriders.org> 
Subject: RE: File 170161 Item 65 (Tu 28 Feb 2017)--Municipal income tax 

Supervisors-

_,n 22 Feb 2017, the San Francisco Transit Riders1 Board of Directors voted to support your proposed resolution urging 
the legislature to revise the Revenue and Taxation Code to allow municipalities to adopt a local income tax. As I 

'expressed individually on ~3 Feb, our Board strongly feels the City and County needs to have access to a broad spectrum 
of revenue opportunities to potentially support our transportation-and other-needs. 

We urge the full Board of Supervisors to adopt without committee reference Item 65, File 170161, on your agenda 
tomorrow afternoon, 28 Feb 2017. 

Thank you. 

--peter straus 
SFTR Board member and secretary 

. From: Peter Straus [mailto:pstrausSF@prodigy.net] 
Sent: Monday, February 13, 2017 3:37 PM 
To: 'Breed, London (BOS)'; malia.cohen@sfgov.org; mark.farrell@sfgov.org; sandra.fewer@sfgov.org; Kim, Jane; 'Peskin, 
Aaron (BOS)'; hillary.ronen@sfgov.org; ahsha.fafai@sfgov.org; jeff.sheehy@sfqov.org; katy.tang@sfqov.org; 
norman.yee@sfgov.org; anqela.calvillo@sfgov.org 
Subject: File 170161 Item 30 (Tu 14 Feb 2017)--Municipal income tax 

Supervisor-

dm writing to urge you to support, without reference to committee, the above referenced Resolution urging the state 
legislature to revise the Revenue and Taxation Code to permit municipal taxation of income as an option for counties 
and cities in the state. In these challenging times, this progressive revenue source needs to be available as a potential 
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source fur either genera! fund support, ~"for support of specific programs such as .. dnsportation and health and human 
services, including homeless services and filling the gaps changes to ACA are likely to cause. 

The rationale is summarized within the resolution, and I won't repeat it here. I will however note that Los Angeles has 
pursued similar legislation in the last legislative session, so there is a basis to expect support from other jurisdictions 
within the state, which will of course be necessary for state legislation to advance. 

I appreciate the support seven supervisors have already given this legislation, and urge the remainder of the board to 
join your colleagues in support of this measure. 

Thank you. 

--peter straus 

(Note: I am writing as an individual; the San Francisco Transit Riders board has not yet had an opportunity to weigh in on 
this measure.) 
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Print Form 

Introduction Form 
By a Member of the Board of Supervisors or the Mayor 

Time stamp 

I hereby submit the follo~ing item for introduction (select only one): or meeting date 

D 1. For reference to Committee. (An Ordinance, Resolution, Motion, or Charter Amendment) 

IZI 2. Request for next printed agenda Without Reference to Committee. 

0 3. Request for hearing on a subject matter at Committee. 

D 

D 

D 

4. Request for letter beginning "Supervisor · 

5. City Attorney request. 

6. Call File No. !,__,_._~~~~~-~···~· ~--~··I from Committee. 

0 7. Budget Analyst request (attach written motion). 

D 8. Substitute Legislation File No. '-'I _____ ___, 

D 9. Reactivate File No. ~'~~~~~~-~j 
D 10. Question(s) submitted for Mayoral Appearance before the BOS on 

inquires" 

~-------------~ 

1se check the appropriate boxes. The proposed legislation should be forwarded to the following: 

D Small Business Commission D Youth Commission 0 Ethics Commission 

D Planning Commission D Building Inspection Commission 

Note: For the Imperative Agenda (a resolution not on the printed agenda), use a Imperative Form. 

Sponsor(s): 

Supe~visors Peskin; Fewer, Ronen, ~i1Il, y-ee, Safai, Cohen 

Subject: 

Urging the California State Legislature to Amend the Revenue and Taxation Code to Enable 
California Local !urisdicti()I1S ~() 1:-~vy a J:>ers()11al Inco,me T<ll( ~~ (l ~cnp()rati()n Tax . 

The text is listed below or attached: 

Resolution urging the California state legislature to amend the Revenue and Taxation 
Code to enable local California jurisdictions to levy personal and corporate income 
taxes, which the City and County of San Francisco could utilize as a sustained sour e 
of funding for transportation and public health priorities. 

Clerk's Use Only: 
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