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AMENDED IN COMMITTEE
5/M17/18

FILE NO. 180373 MOTION NO.

[Initiative Ordinance - Business and Tax Regulations Code - Gross Receipts Tax on
Transportation Network Company Services, Private Transit Vehicle Services, and
Autonomous Vehicle Passenger Services]

Motion ordering submitted to the voters at an election to be held on November 6, 2018
an Ordinance amending the Business and Tax Regulations Code to add a new gross

receipts tax category for transportation network company services, private transit

vehicle services, and autonomous vehicle passenger services, revise the application of

the gross receipts tax for persons engaged in multiple business activities, and
eliminate the payroll expense tax exclusion and the gross receipts tax limit for certain
persons in the Central Market Street and Tenderloin Area; and increasing the City’s
appropriations limit by the amount collected under the new gross receipts tax category

for four years from November 6, 2018.

MOVED, That the Board of Supervisors hereby submits the following ordinance to the
voters of the City and County of San Francisco, at an election to be held on November 6,

2018.

Ordinance amending the Business and Tax Regulations Code to add a new gross
receipts tax category for transpdrtation network company services, private transit
vehicle services, and autonomou‘sA vehicle passenger servicés, revise the application of
the gross receipts tax for persons engaged in multiple business activities, and
eliminate the payroll expense tax exclusion and the gross receipts tax limit for certain
persons in the Central Market Street and Tenderloin Area; and increasing the City’s
appropriations limit by the amount collected under the new gross receipts tax category

for four years from November 6, 2018.

Supervisors Peskin, Kim, Ronen, Yee
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NOTE: Unchanged Code text and uncodified text are in plain font.
Additions to Codes are in szn,qle underlzne ztalzcs Times New Roman font.
Deletions to Codes are in
Asterisks (* * * *)indicate the omission of unchanged Code subsections or
parts of tables.

Be it ordained by the People of the City and County of San Francisco:

Section 1. Pursuant to Article XIII C of the Constitution of the State of California, this
ordinance shall be submitted to the qualified electors of the City and County of San Francisco

at the November 6, 2018, consolidated general election.

Section 2. Purpose and Findings. The People of the City and County of San Francisco
declare their purpose and findings in enacting this ordinance as follows:

(a) Promoting and maintaining the City’s economic competitiveness requires a high
level of investment in the City’s infrastructure and operations.

(b) .The gross receipts tax provides a significant source of the City’s revenue for
general purposes of the City.

(c) As a charter city and to raise revenue for general purposes of the City, the City
desires to exercise its sovereign right of taxation under the California Constitution to the -
maximum extent permissible.

(d) Transportation service industries utilizing emerging and new technologies need to

; pay their fair share of taxes to the City.

(e) The addition of a new gross receipts tax category for transportation network
company services, private transit vehicle services, and autonomous vehicle passenger

services reflects emerging and new technologies that are supplementing or replacing previous

" business models and recognizes the need to generate revenue to maintain a high quality of

life and continued economic growth in the City.

Supervisors Peskin, Kim, Ronen, Yee
BOARD OF SUPERVISORS Page 2
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Section 3. The Business and Tax Regulations Code is hereby amended by adding
Section 953.7.5 to Article 12-A-1 and revising Sections 953, 953.9, and 956, to read as
follows: ~
SEC. 953. IMPOSITION OF GROSS RECEIPTS TAX.

(a) Except as otherwise provided under this Article_12-4-1, the City imposes and every

person engaging in business within the City shall pay an annual gross receipts tax measured
by the person’s gross receipts from all taxable business activities attributable to the City.

A person’s liabilify for the gross receipts tax shall be calculated according to Secﬁons 953.1
through 953.7.5.

(b) The gross receipts tax is a privilege tax imposed upon persons engaging in
business within the City for the privilege of engaging in aybusiness or occupation in the City.
The gross receipts tax is imposed for general governmental purposes. Proceeds from the tax
shall be deposited in the City’s general fund and may be expended for any purposes of the
City.

(c) The voters intend by adopting this measure to authorize application of the gross
receipts tax in the broadest manner consistent with the provisions of this Article_12-4-1 and the
requirements of the California Constitution, the United States Constitution, and any other
applicable provision of federal and state law.

(d) The gross receipts tax imposed under this Article 12-4-/ is in addition to the payroll

expense tax imposed under Article 12-A. Persons not otherwise exempt from the gross
receipts tax or payroll expense tax shall pay both taxes. Persons exempt from either the
gross receipts tax or payroll expense tax, but not both, shall pay the tax from which they are

not exempt.

Supervisors Peskin, Kim, Ronen, Yee
BOARD OF SUPERVISORS _ Page 3
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(e) Except for subsection (d) of this Section_ 953, the tax on Administrative Office
Busliness Activities imposed by Section 953.8 is intended as a complementary tax to the gross
receipts tax, and shall be considered a gross receipts tax for purposes of this Article 12-4-1.

(f) For a five-year period beginning in 2015, the Treasurer, Controller, and Chief
Economist shall jointly prepare an annual report to the Mayor and Board of Supervisbrs on the
implementation of the measure. The report shall include projections of collections of the gross
receipts tax, compare these projections to those anticipated in preparation of the measure,
and outline impacts of the measure on San Francisco’s economy and business community.
The report may recommend policy, administrative, or technical changes for the consideration

of the Mayor-and Board of Supervisors that further the goals established in the measure.

SEC. 953.7.5. GROSS RECEIPTS TAX APPLICABLE TO TRANSPORTATION NETWORK

COMPANY SERVICES, PRIVATE TRANSIT VEHICLE SERVICES, AND AUTONOMOUS

VEHICLE PASSENGER SERVICES.

(a) Notwithstanding Sections 953.1 through 953.7, inclusive, the base gross receipts tax rate

provided by this Section 953.7.5 shall apply to the business activities of transportation network

company services, private transit vehicle services, and autonomous vehicle passenger services. The

base tax rate provided by this Section 953.7.5 is:

625% (e.o.. $6.25 per 31,000) for taxable gross receipts between 30 and §1,000,000

705% (e.o.. $7.05 per $1,000) for taxable gross receipts between $1,000,000.01 and
$2.500,000

87% (e.o.. $8.70 per 31,000) for taxable gross receipts between 32,500,000.01 and
$25.000,000

975% (e.o.. $9.75 per $1,000) for taxable gross receipts over 325,000,000

Supervisors Peskin, Kim, Ronen, Yee )
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(b) Persons or combined groups with more than $50,000,000 in total gross receipts, before any

allocation or apportionment, derived from the business activities of transportation network company

services, private transit vehicle services, and/or autonomous vehicle passenger services shall not be

subject to the administrative office tax under Section 953.8, even if they are engaging in business within

the City as an administrative office, as defined in Section 953.8(b).

(c) For purposes of this Section 953.7.5, the following definitions shall apply:

“Autonomous vehicle passenger services” means any transportation of passengers offered to

the public for compensation using any vehicle, with or without a driver, equipped with and into which

has been integrated technology that has the capability to drive a vehicle without the active physical

control or monitoring by a human operator.

“Private transit vehicle services” means any transportation provided by a private transit

‘vehicle, as that term is defined in Section 1202 of the Transportation Code.

“Transportation network company services” means prearranged transportation services, within

and outside California, for compensation using any means whatsoever, including but not limited to an

online-enabled appliqaz‘ion or platform or any offline method, to connect passengers with drivers using

a personal vehicle, as those terms are defined and used in Section 5431 of the California Public

Utilities Code but disregarding references to “California,” “this state,” and the “commission.”

(d) The amount of gross receipts from transportation network company services activities and

autonomous vehicle passenger services subieAcz‘ to the gross receipts tax shall be one-half of the amount

determined under Section 956.1 plus one-half of the amount determined under Section 956.2.

(e) The amount of gross receipts from private transit vehicle services activities subject to the

oross receipts tax shall be the fotal amount determined under Section 956.1.

() As indicated in Section 953(b), the proceeds from the tax collected under this Section

053.7.5 can be spent for unresiricted general revenue purposes.

Supervisors Peskin, Kim, Ronen, Yee
BOARD OF SUPERVISORS Page 5
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SEC. 953.9. PERSONS OR COMBINED GROUPS ENGAGED IN MULTIPLE BUSINESS
ACTIVITIES.

~ Ifaperson, ora combined group as described in Section}956.3, engages in business
activities described in more than one of Sections 953.1 through 953.7.5, inclusive, of this
Article 12-4-1, the rate or rates of gross receipts tax to bé applied to that person or group, and

the method for determining gross receipts in the City, shall be determined as follows:

(a) Tax Years Beginning On or After January 1, 2019. If a person or combined group’s total

oross receipts, before any allocation or apportionment, derived from business activities described in

any of Sections 953.1 through 953.7.5, inclusive, are less than the separate activity threshold, then the

oross receipts of any such activities may, at the option of the person or combined group, be combined

for all purposes related to computing the gross receipts tax with the gross receipts of that person or

combined group derived from business activities described in whichever of Sections 953.1 through

953.7.5, inclusive, generated the highest amount of gross receipts for the person or combined oroup.

This subsection (a) is not applicable if the person or combined group did not derive total gross receipts

from business activities described in any of Sections 953.1 through 953.7.5, inclusive, that were equal

to or higher than the separate activity threshold. For tax year 2019, the separate activity threshold

shall be $10.000. The Tax Collector may increase the separate activity threshold for a particular tax

vear by specifying a new separate activity threshold prior to the beginning of the tax year if the Tax

Collector determines that doing so would improve filing simplicity without significantly reducing tax

revenues. If the Tax Collector does not set a new separate activity threshold prior to the beginning of

any tax year, the separate activity threshold for that tax year shall be 310,000, even if the separate '

activity threshold was higher during the prior tax vear. This subsection (a) applies to tax years

beginning on or after January 1, 2019

(@b) Tax Years Beginning Béfore January 1, 2019. If more than 80% of g person or

combined group sits gross receipts, determined in accordance with Section 956, are derived

Supervisors Peskin, Kim, Ronen, Yee
BOARD OF SUPERVISORS : Page 6
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from business activities described in only one of Sections 953.1 through 953.7, inclusive, then

the rules of that applicable Section apply to all of its gross receipts derived from all business

activities. This subsection (b) applies to tax vears beginning before January 1, 2019.

(bc) If_after any application of subsection (a) or (b) of this Section 953.9, a person or

combined group ’s-its business activities in the City are still described in more than one of

Sections 953.1 through 953.7.5, inclusive, and-subsection(a)-of this-Seetion-953-9-doesnot-apphy;

then such person or combined group shall separately compute the gross receipts tax for each

set of business activities, after any application of subsection (a) or (b) of this Section 953.9, as

provided in the Section applicable to that particular set of business activities, modified as

follows:

(21) the small business exemption provided in Section 954.1 shall apply only if

the sum of receipts within the City from all sets of business activities does not exceed

$1,000,000 in total, adjusted annually in accordance with the increase in the Consumer Price Index:

All Urban Consumers fér the San Francisco/Oakland/San Jose Area for All Items as reported by the

United States Bureau of Labor Statistics, or any successor to that index, as of December 31 of the

preceding yvear, beginning with December 31, 2014,

(32) the progressive rates described in Sections 953.1 through 953.7.5 apply on
an aggregate basis for businesses with multiple sets of activities;
(43) the applicable rate for each set of business activities shall be determined in

numbered order of the Sections describing each set of business activities; i.e., the gross

Supervisors Peskin, Kim, Ronen, Yee :
BOARD OF SUPERVISORS Page 7
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receipts and tax for business activities described in Section 953.1 should be determined first,
Section 953.2 second, and so on;

(54) the rate(s) applicable to any set of activities after the first shall be
determined by adding together the gross receipts determined for all previous sets of activities
and applying the rate scale commencing with the total gross receipts so determined; and

(65) the gross receipts tax liability for the person or combined group shall be the

sum of the liabilities for each set of business activities.

SEC. 956. ALLOCATION AND APPORTIONMENT FOR ALL PERSONS DERIVING
GROSS RECEIPTS FROM BUSINESS ACTIVITIES BOTH WITHIN AND OUTSIDE THE

“CITY.

All persons deriving gross receipts from business activities both within and outside the
City shall allocate and/or apportion their gross receipts to the City, using the rules set forth in

Section 956.1 and 956.2, in the manner directed in Sections 953.1 through 953.7.5, inclusive;

andinSeetion953.0-of this-Avticle.

Section 4. The Business and Tax Regulations Code is hereby amended by revising

Section 903.6 of Article 12-A, to read as follows:

SEC. 906.3. CENTRAL MARKET STREET AND TENDERLOIN AREA PAYROLL
EXPENSE TAX EXCLUSION.

* kR %

.(g) The Central Market Street and Tenderloin Area exclusion authorized under this

Section 906.3 shall expire on December 31, 201 8the-eighth-anniversary-date-of the-effective-date-of

this-Seetion. A person may not use or claim any unused portion of the Central Market Street

Supervisors Peskin, Kim, Ronen, Yee
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and Tenderloin Area exclusion after the expiration date of this Section. Unless exempted
under Section 906 of this Article /2-4, every pérson engaging in a business in the Central
Market Street and Tenderloin Area in the City shall pay the tax imposed under this Article on
the full amount of the person’s payroll expense attributable to the City from and after the

expiration of this Section.

* kK ok

Section 5. Appropriations Limit Increase. Pursuant to California Constitution

Article XIlI B and applicable laws, for four years from November 6, 2018, the appropriations

limit for the City shall be increased by the aggregate sum collected by the levy of the tax

imposed under Section 953.7.5 of Article 12-A-1 of the Business and Tax Regulations Code.

Section 6. Severability. If any section, subsection, sentence, clause, phrase, or word
of this ordinance, or any application thereof to any person or circumstance, is held to be
invalid or unconstitutional by a decision of a court of competent jurisdiction, such decision

shall not affect the validity of the remaining pqrtiohs or applications of the ordinance. The

People of the City and County of San Francisco hereby declare that they would have passed

this ordinance and each and every section, subsection, sentencé, clause, phrase, and word
not declared invalid or unconstitutional without regard to whether any other portion of this

ordinance or application thereof would be subsequently declared invalid or unconstitutional.

Section 7. No Conflict with Federal or State Law. Nothing in this ordinance shall be
interpreted or applied so as to create any requifement, power, or duty in conflict with- any

federal or state law.

Supervisors Peskin, Kim, Ronen, Yee
BOARD OF SUPERVISORS . . Page 9
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Section 8. Scope of Ordinance. In enacting this ordinance, the People of the City and
County of San Francisco intend to amend only those words, phrases, paragraphs,
subsections, sections, articles, numbers, punctuation marks, charts, diagrams, or any other
constituent parts of the Municipal Code that are explicitly shown in this ordinance as additions
or deletions, in accordance with the “Note” that appears under the official title of the

ordinance.

Section 9. Effective and Operative Date. The effective date of this ordinance shall be
ten days after the date the official vote count is declared by the Board of Supervisors. This

ordinance shall become operative on January 1, 2019.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney
By: (Zﬁ’cﬁ,ﬁfa 5[[(,@/\

KERNE H. O. MATSUBARA
Deputy City Attorney

n:\legana\as201811800440\01275612.docx

Supervisor Peskin
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FILE NO. 180373

LEGISLATIVE DIGEST
(Amended in Committee - Second Draft - 5/17/18)

[Initiative Ordinance - Business and Tax Regulations Code - Gross Receipts Tax on
Transportation Network Company Services, Private Transit Vehicle Services, and
Autonomous Vehicle Passenger Services]

Motion ordering submitted to the voters at an election to be held on November 6, 2018
an ordinance amending the Business and Tax Regulations Code to add a new gross
receipts tax category for transportation network company services, private transit
vehicle services, and autonomous vehicle passenger services, revise the application of
the gross receipts tax for persons engaged in multiple business activities, and
eliminate the payroll expense tax exclusion and the gross receipts tax limit for certain
persons in the Central Market Street and Tenderloin Area; and increasing the City’s
appropriations limit by the amount collected under the new gross receipts tax category
for four years from November 6, 2018.

Existing Law

Persons engaged in business in the City, including transportation network companies
(“TNCs”),companies providing private transit vehicle ("PTV") services, and providers of
autonomous vehicle (“AV”) passenger services, currently pay a gross receipts tax to the City.
Rates vary by line of business and the amount of the person’s taxable gross receipts, and
range from 0.075% to 0.65%. If a business conducts multiple lines of business that cross
multiple rate schedules, special rules apply depending on whether a business activity
accounts for more than 80% of the business’s total gross receipts (the “80-20 Rule”), and
whether a business activity accounts for less than 20% of the business’s total gross receipts
(the “20% Rule”).

Persons engaged in business in the City also currently pay a payroll expense tax to the City.
Certain businesses in the Central Market Street and Tenderloin Area are eligible for an
exclusion from the payroll expense tax as well as a limit on the gross receipts tax. Such
exclusion and limit are set to expire on May 20, 2019.

Amendments to Current Law

Effective January 1, 201'9, this ordinance would increase the gross receipts tax for TNC
services, PTV services, and AV passenger services, by adding a new industry category for
such services. The gross receipts tax rates for this industry category would be:

o .625% for taxable gross receipts between $0 and $1,000,000;
e .705% for taxable gross receipts between $1,000,000.01 and $2,500,000;
e .87% for taxable gross receipts between $2,500,000.01 and $25,000,000; and

BOARD OF SUPERVISORS Page 1



FILE NO. 180373

e .975% for taxable gross receipts above $25,000,000.

The existing gross receipts tax rules and procedures, as amended by this ordinance, would
apply to taxpayers in this new industry category. The gross receipts tax from this new
industry category may be used for the City’s gene‘ral purposes.

Also effective January 1, 2019, this ordinance would replace the 80-20 Rule and the 20%
Rule with a de minimis rule, by which taxpayers may combine the gross receipts from any
business activity that generates less than $10,000 in total gross receipts with the gross
receipts that generate the highest amount of the taxpayer’s total gross receipts. The Tax
Collector would have the authority to raise the $10,000 threshold prior to the beginning of a
tax year, if the Tax Collector determines that doing so would improve filing simplicity without
significantly reducing tax revenues.

This ordinance also would change the expiration date of the payroll expense tax exclusion
and gross receipts tax limit for certain businesses in the Central Market Street and Tenderloin
Area from May 20, 2019 to December 31, 2018.
This ordinance would increase the City’s appropriations limit under Article XilI B by the
amounts collected from the additional tax from this new industry category, for four years from
November 6, 2018.

Background Information
This legislative digest reflects amendments made in committee on May 17, 2018. The

amendments added AV passenger services to the new industry category, modified the
definition of TNC services, and made other non-substantive changes.

n:\legana\as201811800440\01278040.docx
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T COURTI,
. {s\‘/f«\ok,

Ben Rosenfield

OFFICE OF THE CONTROLLER Controller

CITY AND COUNTY OF SAN FRANCISCO Todd Rydstrom
CITY AN LAVEIN Y L F 5 NNOFRANCISCO Deputy Controller

Ms. Angela Calvillo July 3, 2018
Clerk of the Board of Supervisors |

1 Dr. Carlton B. Goodlett Place Room 244

San Francisco, CA 94102-4689

RE: File 180373 - Ordinance amending the Business Tax & Regulations Code — Gross
receipts tax on transportation network company services, private transit vehicle services,
and autonomous vehicle passenger services

Dear Ms. Calvillo,

Should this ordinance be approved, in my opinion, it would result in a tax revenue increase to the
City of an estimated $15-20 million annually, beginning in fiscal year 2020-21. If recent trends in
this emerging sector continue, tax revenue will likely grow more rapidly than other City revenues.
‘The tax is a general tax and proceeds would be deposited into the General Fund.

The ordinance would amend the City’s Business Tax and Regulations Code to create a new tax
schedule applying to transportation network company services, private transit vehicle services,
and autonomous vehicle passenger services of 0.625 percent to 0.975 percent of taxable gross
receipts beginning on January 1, 2019, The proposed new schedule has higher rates than each of
the seven schedules that now exist, and would result in a tax increase for the affected businesses.

Effective January 1, 2019, the ordinance amends the application of gross receipts tax for persons
engaged in multiple business activities. The ordinance would also change the expiration date of
the payroll expense tax exclusion and gross receipts tax limit for certain businesses in the Central
Market and Tenderloin Area from May 20, 2019 to December 31, 2018.

Sincerely,
. Note: This analysis reflects our understanding of the proposal as of
’ the date shown. At times further information is provided to Us
s which may result in revisionis being made to this analysis before
Ben Rosenfield . the final Controller's statement appears in the Voter Information
Controller '

CITY HALL - 1 DR. CARLTON B. GOODLETT PLACE - ROOM 316 = SAN FRANCISCO, CA 94102-4694
PHONE 415-554-7500 » FAX 415-554-7466



Gross Receipts Tax on Transportation Network
Company and Private Transit Vehicle Services:

Economic Impact mm_uo_: |

Office of the Controller

Office of Economic Analysis
Item #180373 o 05.17.2018
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Introduction

The proposed legislation would place a business tax measure on the
November, 2018 ballot in San Francisco. All local tax increases in
California must be approved by the voters. In this case, the measure
would require a 50% + 1 majority to pass.

The tax would amend the City’s Gross Receipts tax by creating new
category of business activity, Transportation Network Services and
Private Transit Vehicle Services. Businesses in this nmﬁmmo_@\ would pay
a higher tax rate than they currently do.

The legislation would also bring forward the expiration of the Central
Market and Tenderloin Area Payroll Tax Exclusion that was enacted in
2011, change the taxation rules for businesses operating in more than
one industry category, and raise the appropriation limit.

The Office of Economic Analysis (OEA) has prepared this report after
determining that the proposed tax increase might have a material
impact on the City's economy. The other provisions of the legislation
would not have a significant impact, and are not considered in this
report.



= The proposed tax would apply to companies doing business in San
Francisco, and providing Transportation Network Company Services,
or Private Transit Vehicle Services. |

Transportation Network Company Services refers to the use of an
online-enabled application or platform to connect passengers within
drivers using a personal vehicle. This definition is based on the
definition of Transportation Network Company (TNC) in the California
Public Utilities Code.

Private Transit Vehicle Services means any services provided by a
Private Transit Vehicle, which is defined in the City’s Transportation
Code. Essentially, it is a private, passenger-carrying, road-going vehicle
that provides transit services to the public while charging individual
fares, which is not regulated by the California Public Utilities
Commission (as TNCs are), not a taxi or ambulance, and accepts
‘passengers on a non-pre-arranged basis. |



San Francisco Gross Receipts

» A State or local government may not tax all of a business’s gross
receipts, but only the amount %mﬁ can be fairly apportioned to the
jurisdiction.

= San Francisco's Gross Receipts Tax uses three ways to apportion a
business’s total gross ﬁmnm_gm Different rules apply to different
industries: |

» Payroll: the percentage of ﬁoﬂ_.@ﬁomm receipts that is taxable by
the City is equal to the _omﬁmmsﬁm@m of its total payroll that is based
in the city.

= Sales: only sales from within San Francisco are taxable by the City.

. Sales + Payroll: half of the taxable _ymnmﬁﬁm are based on the Sales
method, and half based on the Payroll method. |

= |n the proposed legislation, Private Transit Vehicle Services would use
the Sales method. For Transportation Network Company Services, the
Sales + Payroll method would be used.



= The City's Gross Receipts Tax levies different rates for businesses in
different industries. Within a given industry, higher rates are charged
at higher gross receipts tiers.

= Based on the definitions in the proposed legislation, it is likely that
many of the affected businesses are currently paying taxes as
Information and/or Transportation. Under the proposed tax, they
would be reclassified.

= Consequently, their tax rates will rise at each tier by 0.5%, as shown on
‘the next page. At the highest tier, for gross receipts above $25 million,
the tax rate would rise from 0.475% to 0.975%.
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New Tax

Category

|

/
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4
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Retail Trade, Wholesale Trade, Certain
Services

Manufacturing, Transportation/Warehousing,
Information, Biotechnology, Clean
Technology, Food Services

Accommodations, Utilities,
Arts/Entertainment/Recreation

Private Education/Health Services,
Administrative/Support Services,
Miscellaneous Business Activities

Construction

Financial Services, Insurance,
Professional/Scientific/Technical Services

Real Estate/Rental/Leasing Services

Transportation Network noB_um:v\\v:éﬁm
Transit Vehicle Services

yosed Tax Rates

$0-1M

0.075%

0.125%

0.300%

0.525%

0.300%

0.400%

0.285%
0.625%

Gross Receipts Tier

0.100%

0.205%
0.325%
0.550%
0.350%

0.460%

0.285%
0.705%

0.135%

0.370%

0.325%

0.600%

0.400%

0.510%

0.300%
0.870%

0.160%

0.475%

0.400%

0.650%

0.450%

0.560%

0.300%
0.975%



On one hand, the proposed tax would raise the cost to affected
businesses of operating and generating gross receipts in San
Francisco. Because San Francisco gross receipts are generated by
maintaining payroll and incurring sales in the city, as well as overall
business growth, the proposed tax would create a disincentive to
locate jobs and do business in the QQ.

To the extent that affected businesses reduce employment and
operations in San Francisco, this would generate negative Ec:_b:m_\
effects in the city’s economy, and tend to contract it.

As a General Tax, the revenue from the proposed tax would be
deposited in the General Fund for any government purpose. The
additional local government spending would generate positive
multiplier effects throughout the local economy, Qmmg:@ an economic
stimulus.

The net economic impact of the proposed tax results from the relative
strength of these positive and negative multiplier effects.



TNCs and Private Transit Vehicle services revenues cannot be
‘determined from standard economic statistics. Because of this, the
revenue estimate in this report is subject to considerable uncertainty.

However, Uber and Lyft are large businesses in San Francisco which
are known to be regulated as Transportation Network Companies as
defined by the CPUC, and thus would be subject to the tax.

Based on the current state of the industry, Uber and Lyft would likely
be the source of the vast majority of the tax's new revenue.

Based on publicly-reported information from these business activities,
we estimate the proposed tax would generate $32 million in revenue
each year. However, because of the uncertainty, actual revenues could
vary substantially from this estimate.

As global companies headquarters in the city, both companies
reportedly have a higher share of their payroll in the city than sales.

.Given the proposed apportionment rules discussed earlier, this means

their employment base i in %m city would jm<m a major impact on their
tax obligation.



= San Francisco’s wm; billion General Fund can be broken down by uses
as follows, according to the FY 2017-18 adopted budget:

Personnel

Non-Personnel Operating Costs
Aid Assistance

Grants

Transfers from General Fund
Capital & Equipment |

45.4%

15.8%

7.4%
6.4%
20.8%

43%

= Excluding transfers, and accounting for 50% of City employees who
live outside of San Francisco, a $32 million increase to the General
Fund would generate approximately $9 million in direct economic
benefits from employee compensation in San Francisco, and $14
million in additional spending on Social Services, Construction, and
Professional Services.



mic Impact Assessment

Using REMI, we modeled the economic costs of the tax against the
benefits of the increased spending through the City's General Fund.

Overall, on average over a 20-year period, the impact was slightly
negative, with an average loss of 150 jobs. About 70 jobs are projected
to be lost in the Information sector, with remainder distributed across
other sectors. The Health Care and Social Services sector is projected
to add jobs, given the City’s General Fund support of those activities.

To put these figures into context, the tax would result in about a 0.1%
to 0.2% average reduction in employment and value added for the
Information sector as a whole, with much smaller impacts on the other
sectors of the local economy. Of course, the impacts on the individual
companies affected by the tax would be greater. -



Our analysis suggests the economic impact of the tax is negative, but
small in the context of the overall city economy, with the contracting

effects of limiting employment and compensation in the Information

sector slightly outweighing the benefits of increased spending.

Relatively few businesses are likely to be affected. Only one business,
Uber, would likely account for the vast majority of the tax revenue, at
least at present.

Future tax revenue will be sensitive to the overall trends of an
emerging industry. Growth has been rapid in recent years, and with
continued growth, revenue could far exceed the estimate in this
report. On the hand, changes in technology or regulation could make
the categories in the proposed tax less relevant, _mmo__sm to less-than-
expected revenue in the future.

Furthermore, the tax burden of large TNCs under the proposed tax
would be highly sensitive to where their employees work. If businesses
react to the tax by relocating more jobs out of San Francisco than
anticipated, the City could experience a greater negative economic
impact, and an erosion of its business tax base.



BOARD of SUPERVISORS

City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

May 24, 2018

Lisa Gibson

Environmental Review Officer
Planning Department _
1650 Mission Street, Suite 400
San Francisco, CA 94103

Dear Ms. Gibson:

File No. 180373-2

On May 17, 2018, Supervisor Peskin amended legislation for the following proposed [nitiative
Ordinance for the November 6, 2018, Election;

File No. 180373-2

Motion ordering submitted to the voters at an election to be held on November 6,
2018 an Ordinance amending the Business and Tax Regulations Code to add a
new gross receipts tax category for transportation network company services,
private transit vehicle services, and autonomous vehicle passenger services,
revise the application of the gross receipts tax for persons engaged in multiple
business activities, and eliminate the payroll expense tax exclusion and the gross
receipts tax limit for certain persons in the Central Market Street and Tenderloin
Area; and increasing the City’s appropriations limit by the amount collected under
the new gross receipts tax category for four years from November 6, 2018.

This legislation is being transmitted to you for environmental review.

Angela Calvillo, Clerk of the Board

S

(F By: Linda Wong, Assistant Clerk
o Budget and Finance Sub-Committee

Attachment

c:

Joy Navarrete, Environmental Planner
Laura Lynch, Environmental Planner

Not defined as a project under CEQA Guidelines
Sections 15378 and 15060(c) (2) because it does
not result in a physical change in the
environment.

" Digltally signed by Joy Navatrete

Joy Navarrete w= o,

7. emall
T Date:

nning,
avarrete@sfgov.org, c=US
06,01 14:13:44 -07'00"



City Hall
Dr Carlton B. Goodlett Place, Room 244

BOARD of SUPERVISORS San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227
April 19, 2018 .
File No. 180373
Lisa Gibson

Environmental Review Officer
" Planning Department

1650 Mission Street, Suite 400
San Francisco, CA 94103

Dear Ms. Gibson:

- On April 10, 2018, Supervisor Peskin introduced legislation for the following proposed Initiative
Ordinance for the November 6, 2018, Election:

File No. 180373

Motion ordering submitted to the voters at an election to be held on November 6,
2018, an Ordinance amending the Business and Tax Regulations Code to add a
new gross receipts tax category for transportation network company services and
private transit vehicle services, revise the application of the gross receipts tax for
persons engaged in multiple business activities, and eliminate the payroli
expense tax exclusion and the gross receipts tax limit for certain persons in the
Central Market Street and Tenderloin Area; and increasing the City’s
appropriations limit by the amount collected under the-new gross receipts tax
category for four years from November 6, 2018.

This legislation is being transmitted to you for environmental review.

By: Linda Wong, Assistant Clerk
Budget and Finance Sub-Committee

Attachment

Not defined as a project under CEQA Guidelines
Sections 15378 and 15060(c) (2) because it does not
result in a physical change in the environment.

c.  Joy Navarrete, Environmental Planner
Laura Lynch, Environniental Planher

Dg taﬂy slgned by Joy yN arrete
J y Navarret Plannlng
Joy Navarrete a-enim s,
emall j Y. avane(e@s!g org, c=US
v Date: 20180430161117-0700



Wong, Linda (BOS)

From: Navarrete, Joy (CPC)

Sent: Monday, April 30, 2018 4:12 PM

To: Lew, Lisa (BOS)

Cc: : Lynch, Laura (CPC); Wong, Linda (BOS)

Subject: _ RE: BOS Referral: File No. 180373 - Initiative Ordinance - Business and Tax Regulations

Code - Gross Receipts Tax on Transportation Network Company Services and Private Transit
Vehicle Services : :
Attachments: 180373 CA CEQA pdf

Here’s 180373

Joy Navarrete. Principal Environmental Planner
San Francisco Planning Depmtment

1650 Mission Stecct, Suite 400

San Francisco, CA 91103

P. 415-575-9010 f. 115-558-6109 .
www.sfplanning.org

From: Lew, Lisa (BOS) -

Sent: Thursday, April 19, 2018 8:44 AM

To: Gibson, Lisa (CPC)

Cc: Navarrete, Joy (CPC); Lynch, Laura (CPC); Wong, Linda (BOS)

Subject: BOS Referral: File No. 180373 - Initiative Ordinance - Business and Tax Regulations Code - Gross Receipts Tax
on Transportation Network Company Services and Private Transit Vehicle Services

Hello,
The following proposed legislation is being transmitted to you for environmental review:
File No. 180373

Motion ordering submitted to the voters at an election to be held on November 6, 2018, an Ordinance
amending the Business and Tax Regulations Code to add a new gross receipts tax category for transportation
network company services and private transit vehicle services, revise the application of the gross receipts tax
for persons engaged in multiple business activities, and eliminate the payroll expense tax exclusion and the
gross receipts tax limit for certain persons in the Central Market Street and Tenderloin Area; and increasing
the City’s appropriations limit by the amount collected under the new gross receipts tax category for four
years from November 6, 2018. '

Sent on behalf of Linda Wong, Budget and Finanée Sub-Committee. Please respond directly to Linda deg.

Regards,

Lisa Lew

Board of Supervisors

San Francisco City Hall, Room 244
San Francisco, CA 94102

P 415-554-7718 | F 415-554-5163
lisa.lew@sfgov.org | www.sfbos.org



City Hall
Dr. Carlton B. Goodlett Place, Room 244

BOARD of SUPERVISORS San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227
May 24, 2018
File No. 180373-2
Lisa Gibson

Environmental Review Officer
Planning Department

1650 Mission Street, Suite 400
San Francisco, CA 94103

Dear Ms. Gibson:

On May 17, 2018, Supervisor Peskin amended legislation for the following proposed Initiative
Ordinance for the November 6, 2018, Election:

File No. 180373-2

Motion ordering submitted to the voters at an election to be held on November 6,
2018 an Ordinance amending the Business and Tax Regulations Code to add a
new gross receipts tax category for transportation network company services,
private transit vehicle services, and autonomous vehicle passenger services,
revise the application of the gross receipts tax for persons engaged in multiple
business activities, and eliminate the payroll expense tax exclusion and the gross
receipts tax limit for certain persons in the Central Market Street and Tenderloin
Area; and increasing the City’s appropriations limit by the amount collected under
the new gross receipts tax category for four years from November 6, 2018.

This legislation is being transmitted to you for environmental review.

Angela Calvillo, Clerk of the Board

,F By: Linda Wong, Assistant Clerk
o Budget and Finance Sub-Committee

Attachment

c: Joy Navarrete, Environmental Planner
Laura Lynch, Environmental Planner



FROM:

City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

}& Ben Rosenfield, City Controller, Office of the Controller

\@’ Linda Wong, Assistant Clerk, Budget and Finance Sub-Committee
Board Qf Supervisors

DATE: ~ May 24, 2018

SUBJECT: AMENDED INITIATIVE ORDINANCE INTRODUCED

November 6, 2018 Election

The Board of Supervisors’ Budget and Finance Sub-Committee has received the
following amended Initiative Ordinance for the November 6, 2018, Election, introduced
by Supervisor Peskin on May 17, 2018. This matter is being referred to you in

accordance with Rules of Order 2.22.4.
File No. 180373-2

Motion ordering submitted to the voters at an election to be held on November
6, 2018 an Ordinance amending the Business and Tax Regulations Code to
add a new gross receipts tax category for transportation network company
services, private transit vehicle services, and autonomous vehicle passenger
services, revise the application of the gross receipts tax for persons engaged
in multiple business activities, and eliminate the payroll expense tax exclusion
and the gross receipts tax limit for certain persons in the Central Market Street
and Tenderloin Area; and increasing the City’s appropriations limit by the
amount collected under the new gross receipts tax category for four years
from November 6, 2018.

Please review and prepare a financial analysis of the proposed measure prior to the first
Budget and Finance Sub-Committee hearing.

If you have any questions or concerns, please call me at (415) 554-7719 or email:
linda.wong@sfgov.org. To submit documentation, please forward to me at the Board of

Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102.

Todd Rydstrom, Deputy City Controller
Peg Stevenson, City Performance Director



City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

Regina Dick-Endrizzi, Director
Small Business Commission, City Hall, Room 448

FROM: 9}@/ Linda Wong, Assistant Clerk
Budget and Finance Sub-Committee

DATE: May 24, 2018

SUBJECT: REFERRAL FROM BOARD OF SUPERVISORS

Budget and Finance Sub-Committee

The Board of Supervisors’ Budget and Finance Sub-Committee has received the
following amended legislation, which is being referred to the Small Business
Commission for comment and recommendation. The Commission may provide any
response it deems appropriate within 12 days from the date of this referral.

File No. 180373-2

Motion ordering submitted to the voters at an election to be held on
November 6, 2018 an Ordinance amending the Business and Tax
Regulations Code to add a new gross receipts tax category for
transportation network company services, private transit vehicle services,
and autonomous vehicle passenger services, revise the application of the
gross receipts tax for persons engaged in multiple business activities, and
eliminate the payroll expense tax exclusion and the gross receipts tax limit
for certain persons in the Central Market Street and Tenderloin Area; and
increasing the City’s appropriations limit by the amount collected under the
new gross receipts tax category for four years from November 6, 2018.

Please return this cover sheet with the Commission’s response to me at the Board of
Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102. '

Rk khk kR R kR kR R Rk R RR R R R AR R R R R TR R TR R R AR R R R R R R R R R R R R R R R kR kR Rk R kR R Rk R Rk R Rk dokkdok ko kekek kbR dkkdk ke k ko kkkkk

RESPONSE FROM SMALL BUSINESS COMMISSION - Date:

No Comment

Recommendation Attached

Chairperson, Small Business Commission



City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: Andres Power, Liaison to the Board of Supervisors, Mayor’s Office
Jon Givner, Deputy City Attorney, Office of the City Attorney
John Arntz, Director, Department of Elections
LeeAnn Pelham, Executive Director, Ethics Commission
Naomi Kelly, City Administrator, Office of the City Administrator
Jose Cisneros, Treasurer, Office of the Treasurer & Tax Collector

FROM: ‘66\/ Linda Wong, Assistant Clerk, Budget and Finance Sub-Committee
Board of Supervisors

DATE: May 24, 2018

SUBJECT: AMENDED INITIATIVE ORDINANCE INTRODUCED
November 6, 2018 Election

The Board of Supervisors’ Budget and Finance Sub-Committee has received the
following amended Initiative Ordinance for the November 6, 2018, Election, introduced
by Supervisor Peskin on May 17, 2018. This matter is being referred to you in
accordance with Rules of Order 2.22 4.

File No. 180373-2

Motion ordering submitted to the voters at an election to be held on
November 6, 2018 an Ordinance amending the Business and Tax
Regulations Code to add a new gross receipts tax category for
transportation network company services, private transit vehicle services,
and autonomous vehicle passenger services, revise the application of the
gross receipts tax for persons engaged in multiple business activities, and
eliminate the payroll expense tax exclusion and the gross receipts tax limit
for certain persons in the Central Market Street and Tenderloin Area; and
increasing the City’s appropriations limit by the amount collected under the
" new gross receipts tax category for four years from November 6, 2018.

Please review and submit any reports or comments you wish to be included with the
legislative file.



If you have any questions or concerns, please call me at (415) 554-7719 or email: .
linda.wong@sfgov.org. To submit documentation, please forward to me at the Board of
Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102. '

c: Shahde Tavakoli, Mayor’s Office
Kyle Kundert, Ethics Commission
Lynn Khaw, Office of the City Administrator
Lihmeei Leu, Office of the City Administrator
Amanda Kahn Fried, Office of the Treasurer & Tax Collector



City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: Ben Rosenfield, City Controller, Office of the Controller

FROM: W Linda Wong, Assistant Clerk, Budget and Finance Sub-Committee
Board of Supervisors ‘

DATE: April 19, 2018

SUBJECT: INITIATIVE ORDINANCE INTRODUCED
November 6, 2018 Election

The Board of Supervisors’ Budget and Finance Sub-Committee has received the
~ following Initiative Ordinance for the November 6, 2018, Election, introduced by
Supervisor Peskin on April 10, 2018. This matter is being.referred to you in accordance
with Rules of Order 2.22 4.

File No. 180373

Motion ordering submitted to the voters at an election to be held on November
6, 2018, an Ordinance amending the Business and Tax Regulations Code to
add a new gross receipts tax category for transportation network company
services and private transit vehicle services, revise the application of the
gross receipts tax for persons engaged in multiple business activities, and
eliminate the payroll expense tax exclusion and the gross receipts tax limit for
certain persons in the Central Market Street and Tenderloin Area; and
increasing the City’s appropriations limit by the amount collected under the
new gross receipts tax category for four years from November 6, 2018.

Please review and prepare a financial analysis of the proposed measure prior to the first
Budget and Finance Sub-Committee hearing.

If you have any questions or concerns, please call me at (415) 554-7719 or email:
linda.wonag@sfaqov.org. To submit documentation, please forward to me at the Board of
Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102.

o Todd Rydstrom, Deputy City Controller
Peg Stevenson, City Performance Director



City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: Regina Dick—Endrizzi, Director
Small Business Commission, City Hall, Room 448

FROM: 9&%/ Linda Wong, Assistant Clerk
Budget and Finance Sub-Committee

DATE: April 19, 2018

SUBJECT: REFERRAL FROM BOARD OF SUPERVISORS
Budget and Finance Sub-Committee

The Board of Supervisors’ Budget and Finance Sub-Committee has received the
following legislation, which is being referred to the Small Business Commission for
comment and recommendation. The Commission may provide any response it deems
appropriate within 12 days from the date of this referral.

File No. 180373

Motion ordering submitted to the voters at an election to be held on November 6,

. 2018, an Ordinance amending the Business and Tax Regulations Code to add a
new gross receipts tax category for transportation network company services and
private transit vehicle services, revise the application of the gross receipts tax for
persons engaged in muitiple business activities, and eliminate the payroll
expense tax exclusion and the gross receipts tax limit for certain persons in the
Central Market Street and Tenderloin Area; and increasing the City's
appropriations limit by the amount collected under the new gross receipts tax
category for four years from November 6, 2018.

Please return this cover sheet with the Commission’s response to me at thé Board of

Supervisors, City Hall Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102.

B s e L T T T T T T e T T T

- RESPONSE FROM SMALL BUSINESS COMMISSION - Date:

No Comment

Recommendation Attached

Chairperson, Small Business Commission



City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: Andres Power, Liaison to the Board of Supervisors, Mayor’s Office
Jon Givner, Deputy City Attorney, Office of the City Attorney
John Arntz, Director, Department of Elections
LeeAnn Pelham, Executive Director, Ethics Commission
Naomi Kelly, City Administrator, Office of the City Administrator
Jose Cisneros, Treasurer, Office of the Treasurer & Tax Collector

FROM: Linda Wong, Assistant Clerk, Budget and Finance Sub-Committee
W Board of Supervisors

DATE: April 19, 2018

SUBJECT: [INITIATIVE ORDINANCE INTRODUCED
November 6, 2018 Election

The Board of Supervisors’ Budget and Finance Sub-Committee has received the
following Initiative Ordinance for the November 6, 2018, Election, introduced by
Supervisor Peskin on April 10, 2018. This matter is being referred to you in accordance
with Rules of Order 2.22 4.

File No. 180373

Motion ordering submitted to the voters at an election to be held on
November 6, 2018, an Ordinance amending the Business and Tax
Regulations Code to add a new gross receipts tax category for
transportation network company services and private transit vehicle
services, revise the application of the gross receipts tax for persons
engaged in multiple business activities, and eliminate the payroll expense
tax exclusion and the gross receipts tax limit for certain persons in the
Central Market Street and Tenderloin Area; and increasing the City’s
appropriations limit by the amount collected under the new gross receipts
‘tax category for four years from November 6, 2018.

Please review and submit any reports or comments you wish to be included with the
legislative file.



If you have any questions or concerns, please call me at (415) 554-7719 or email:
linda.wong@sfgov.org. To submit documentation, please forward to me at the Board of
Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102.

C: Shahde Tavakoli, Mayor’s Office
Kyle Kundert, Ethics Commission
Lynn Khaw, Office of the City Administrator
Lihmeei Leu, Office of the City Administrator
Amanda Kahn Fried, Office of the Treasurer & Tax Collector



Print Form

I hereby siibmit the following item for introduction (select only one):

Introduction Form

By a Member of the Board of Supervisors or Mayor

H0ig APRITD fm‘?a 20
orme atel

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

[ ] 2. Request for next printed agenda Without Reference to Committee.

[ ] 3. Request for hearing on a subject matter at Committee.

[ ] 4. Reguest for letter beginning :"Supervisor ' inquiries"

[ ] 5. City Attorney Request.

[ ] 6. Call File No. from Committee.

[ ] 7. Budget Analyst request (attached written motion).

[ ] 8. Su

bstitute Legislation File No.

[ ] 9. Reactivate File No.

1 10. Question(s) submitted for Mayoral Appearance before the BOS on

Please clheck the appropriate boxes. The proposed legislation should be forwarded to the following:

[ ] Small Business Commission [] Youth Commission [ ]Ethics Commission

[ ]Planning Commission : [ |Building Inspection Commission

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

Sponsor(s):

Supervis

r Peskin

Subject:

[Initiativ

¢|Ordinance - Business and Tax Regulations Code - Gross Receipts Tax on Transportation Network

Company/|Services and Private Transit Vehicle Services]

The text

is listed:

services
multiple
certain p

Motion ordering submitted to the voters at an election to be held on November 6, 2018 an ordinance amending the
Business [and Tax Regulations Code to add a new gross receipts tax category for transportation network company

and private transit vehicle services, revise the application of the gross receipts tax for persons engaged in
business activities, and eliminate the payroll expense tax exclusion and the grosgrecejpts tax limit for
ersons in the Central Market Street and Tenderloin Area; and increasing the Ci%mpﬁaﬁons limit by

the amount collected under the new gross receipts tax category for four years }rpm Ngv er 6, 2018.

Signature of Sponsoring Supervisor: / %{ , //Z4 e

For Clerk's Use Only

7.




