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AMENDMENT OF THE WHOLE
IN BOARD 4/5/11
FILE NO. 110155 ORDINANCE NO.

[Business and Tax Regulations Code - Payroll Expense Tax Exclusion in Central Market
Street and Tenderloin Area]

Ordinance amending Article 12-A of the Business and Tax Regulations Code by adding
Section 906.3 to establish a payroll expense tax exclusion for businesses located in the
Central Market Street and Tenderloin Area and requiring persons with an annual payroll

expense of over $1,000,000 to enter into a Community Benefits Agreement with the

Office-of Economicand-Welfare Development City Administrator.

NOTE: Additions are single-underline italics Times New Roman;
deletions are stri itaki i )
Board amendment additions are double-underlined;

Board amendment deletions are strikethrough-normal.

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

Section 1. Findings. The Board of Supervisors hereby finds that:

@) In January of 2010, Mayor Gavin Newsom announced the Central Market
Partnership — a public/private initiative to renew and coordinate efforts to revitalize the Central
Market neighborhood (from approximately Fifth Street to Tenth Street) with a focus on
cultivating an eclectic, community-serving arts district.

(b)  As part of the Central Market Partnership, the City has developed the following
tools to assist with this effort:

(1)  An $11.5 million loan fund for low-interest loans to small businesses in
the area;

(2) Coordinated incentives, including a renewed effort to generate tax
increment financing through a Redevelopment Area;

3) The Better Market Street initiative, which will overhaul the streetscape

and repave the corridor in 2014;

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu
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. (4)  Technical assistance and limited funding' for arts groups lookingto

' relocate to Central Market;

(5) An NEA grant to undertake visible arts-oriented activities that will
generate positive foot traffic; and ‘ |

(6)  Partnerships with recently establlshed Communlty Benefit Districts and

- other Community Benefit Organizations whose focus is on improving the neighborhood as

well as an Interagency Working Group to target City attention and resources to the
neighborhood. _
(c)  Therefore, attracting businesses to the Central Market Street néighborhood isa

key component in the revitalization of the area. .

Section 2. The San Francisco Business and Tax Regulations Co_dé is hereby amended
by adding Section 906. 3 to read as follows
SEC. 906.3. CENTRAL MARKET STREET AND TENDERLOIN AREA PAYROLL

EXPENSE TAX EXCL USION.

Q The-ameountof-An exclu3|on from the payroll expense tax éae—unde#thﬁ%eetlen

shall bex

H——Foranyallowed for each person maintainingwho maintains a fixed place of
busmess inwithin the Central Market Street and Tenderloin Area on-the-effective-date-efthis —

e;dmanee—sueh—peren or gaxroll expense attnbutable to that fixed Iocatlon! growded!
however, that in no event shall owe-the lesserof-thattax exclusion reduce a person's payrolt

expense-fax lidb‘iliQ for2010-or-thatto less than the person's Base Year payroll expense tax

liability for-the-year they-are-claiming-the-exclusions-includingzeresliability.

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu ) :
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(b)  Forpurposes of this Section, the following terms shall have the meanings set forth
below:

a "Central Market Street and T enderloin Area” means the area located in

downtown San Francisco, generally including: parcels fronting the south side of Market Street from

Eleventh Street to Sixth Street: a portion of the parcels fronting the south side of Market Street from

Sixth Street to Fifth Street (odd numbered addresses from 999 to 933 Market Street); parcels ﬁ‘ontiﬁg

the north side of Market Street from Van Ness Avenue to Eighth Street; 875 Stevenson Street; and

-parcels in the area bordered by: Geary Street, -from Polk Street to Taylor Stt‘eet (south side only);

| T aﬂor Street, from Gedry Street to Ellis Street (west side only); Ellis Street, ftom T a_vlor Street to _

Mason StTeet (south side only): Mason Street, from Ellis Street to Market Street (west side only);

Market Street, from Mason Street to Charles J_Brenham Place (north side only); Charles J_Brenham

 Place, from Market Street to McAllister Street (east side only); McAllister Street, from Charles J.

Brenham Place to Larkin Street (north side only); Larkin Street, from McAlliStef Street to Eddy Street

(east side onlv) Eddy Street, from Larkin Street to Polk Street (north side onlv) and Polk Street, from

Eddv Street to Geary Street (east side onlv) 'I7ze excluszon applies exclusively to the followi

Assessor's Lots:_the entirety of Blocks 934_7_,_934.8,_934-9,—932970324—7932—27—932-2-%9323793247

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu . o
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033],- 0332, 0333, 0334, 0335, 0336, 0337, 0338, 0339, 0340, 0342, 0343, 0344, 0345, 0346, 0347,

0348, 0349, 0350, 0716, 0717;and 0740;-and-0835; Block 0813, Lots 7, 8, 9 and 10; Block 0835

Lots 1,2 and_3: Block 3701, Lots 50; and 59-and-65; Block 3702, Lots 1, 445-44A5-45, 46, 47, 48,
484, and 53-and-84; Block 3703, Lots 1, 56, 54, 59, 60, 61, 62, 63, 64, 65, 66, 67, 68, 70,. ‘74,‘75, 76,

78 and 88; Block 3704, Lots 70 69, 68, 67 and 78 Block 3507, Lots 39+-49 and 41; Block 3508, Lots 1

and39 Block 0355 Lots 3, 4, 5, 6.7.8.9 10 and 15; ana’BlockOSS] Loz‘s] 22, 39, 4] 46 47, 49

and 51.

2) Anempteyee—lsra—quamed—emplayeeﬂ"Base Year" means the 2010 tax
year for purpesesa person who maintains a fixed place ofeemautrng—busmess in
San—Eranelsee the Central Market Street and Tenderloin Area on the effectlve date of this

relatedordinance, provided that the person maintained a fixed place of business in the Area

for the entirety of such tax vear. If the person did not maintain a fixed place of business in the

Area for the entirety of 2010, then the first full tax vear that nerson maintains a fixed=glace of

business in the Area shall be the Base Year. For a Qers n who moves a business to the

eenduet—ef—a—tradeepbtﬂness—leeatm—the Central Market Street and Tenderloin Area-and

pe#emqs—at—least—%%-ef—wé#k—ﬁmewithinfrom another_ part of San Francisco, Base Year

means that person 's full tax vear for the beundaries-efyear prior to entering |nto alease -
greement or buying real Qrogertx in the GentFaJ—Ma;ket—StFeet—and—'Fendeﬂmn—Area! provided

that person was doing business in San Francisco for the entirety of such tax ¥ear For

purpoesesa person who commences to malntaln a fixed place of business in San Franc:lsco
after the effective date of this S
empteyees—ef—the—bu&ness— rdinance, Base Year means that person's first full tax year in the

>

rea.

. Mayor, SupeNisors Kim, Chiu, Farrell, Cohen, Wiener, Chu
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(&) In order to be eligible for the payroll expense tax exclusion authorized under this

Section, persons wishin,g to claim the exclusion must: -

' ) Complete and submtt an initial application to the Officé of Economtc and

Workforce Develovment for review and evaluation. The Off ice of Economic and Workforce

Development will use this applzcatzon to verify that applicants clazmtn,q the payroll expense tax

exclusion under this Sectton meet the elzgtbzlttv requirements outlmed in subsestionssu bsectlon

, @Qﬂ—a—nd—(b}&) of this Section. The Office of Economic and Workforce Development and the Office

of the Treasurer and Tax Collector shall-haye-theeuﬂéheﬂt)ﬁe pr escrzbe the form of the

application and, consistent with this ordinance, the rules and regulations regarding eligibility for the

Céntral,Market Street.and T enderloin Area pavroll' expense tax exclusion, which shall include

parttczpattort in the City's First Source Hiring Prooram as defi ned in Section 83 4 of the Admmtstrattve

Code.

2) Filean artnual affidavit with the Office of Economic and Workforce Development

affirming that they continue to meet the eligibility criteria as determined by the Office of Economic and

Workforce Development The annual affidavit skhould detail the total number of individUals hired

durmg_the vear the number of IndIVIduaIS who were referred by the San Francisco Workforce:

Develogment System during the year. and the duratlon of emglogment for each individual

hired during the year. The afﬁdav_it-must be filed with the Office of Economic and Workforce

Development on or before January 31 of each year subsequent to the Office of Economic and -

Workforce Development 's initial approval of the appltcatton

3) Mazntam records and documents in a Feasenable—methed—ef
documentation-thatmanner accegtable {6 the Tax Collector—ean—Fe¥kew—eP+eFH£)‘ _Such records

and documents must. obzectlvelyﬁqamaeks_empleyeewmeseee#}penseﬁeﬂ-qﬁahﬂeme
Ge-ﬁ-t-FaJ—l\q&ert—S-t-Feet—aﬂ'd':Feﬂ‘d'eFle'm_AFea substantiate any excluszon,—a—nd—pncewde—sueh

elgeumen&atl@ﬂ clalmed under this Section and be provided to the Tax Collector upon request.

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu .
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(4)  File an annual Payr oll Expense Tax Return with the Tax Collector re,gardless of

the amoum‘ of tax liability, if any, shown on the return after clazmzng the exclusion provzded for in this

Sectzon.

(5) Anv person whose annual payroll expense exceeds one million dollars

11($1.000,000) shall enhter into a binding Community Benefit Aqreement with the Office-of

Eeenencnc—aneWerkﬁeree—DexLelepmeﬂi City Administrator in order {0 be eligible for theLvroll

exoense tax exclusion under this Sec’non Such Communltv Benefit Agreement may lnclude

commitments to engage in commumtv activities in the Central Market Street and Tenderloin

Area as well as participation in workforce develogment oggortunmes.

) The Office of Economic and Workforce Development shall:

) Together with the Office of the Treasurer and Tax Collector! Nolaterthan

#reeﬁﬁeet—we—da{e—ei#%—e%% adopt rules, re,gulatlons and forms regarding elzgzbzlzz‘v and the

applzcatzon process for the Central Market Street and Tenderloin Area payroll expense tax exclusion.

h-rules, regulations and

[orms may be amended ﬁom time to time as necessary.’

2) Revzew all applzcatzons for completeness and upon approval issue a certzf cate

of eligibility to the appllcant. The deczszon of the Off ce of Economic and Workforce Development

regarding eligibility for the exclusion shallmay not be firal appealed by an applicant.

3) | Provfde the Tax Collector with a list of persons eligible to claim the tax

exclusion authorized under this Section for the preceding tax year by March 1 of each year.

(e) The Tax Co"ector shall verify that any exclusion claimed gursuant to this Section

is appropriate.’

©f) The Ceﬁtral Market Street and Tenderloin Area exclusiort authorized under this Sect_ion: '

shall be avaivlable to and may be taken by each person _fof each tax year that person host a valid

certificate of eligibility for a perioo’ not to exceed Six vedrs from the effective.date of this ordinance or

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu ) _ :
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the commencement of the person's buszness in the Central Market Street and T enderloin Area,

whzchever is later. The date the Tax C’ollector first recezved the person's applzcatzon for a business

re,qzstratzon certificate for the person's Central Market Street and T enderlozn Area business shall be

presumed to be the date of commencement of such busineéss unless the person establishes a dzﬁ’erent

commencement date to the Satisfaction of the Tax Collector.

da) The Central Market Street and Tenderloin Area exclusion authorized under this Section

shall expire on the ez,qhth anuiversary date of the effective date of this Section. A person may not use or

claim any unused portion of the Central Market Street and Te enderlozn Area exclusion after the

expiration date of this Section. Unless exempted under Sections 906 of this Article, every person .

engaging in a buszness in the Central Market Street and Tenderloin Area in the Cztv shall pay the tax

imposed under thzs Artzcle on the full amount of the person 's payroll expense attrzbutable to the City

from and after.the expiration of this Section.

(g h) If a person’s calculated lzabzlztv for the Ppayroll Eexpense Hax does not exceed the

ceiling specified in Section 905—A for the tax year after applying the Central Market Street and

T enderloin Area ‘exclusion under this Section, the person shall be exempt from payment of the Ppayroll

Eexpense Hax for that tax year as provzded in Section 905-A.

(hi)  The Tax Collector shall submit an annual report to the Board of Supervzsors for each

vear for which the Central Market Street and Tenderloin Area excluszon authorized under this Section

is available that sets forth aggregate information on the dollar value of the Central Market Street and

T enderlozn Area excluszons taken each vear, the number of busznesses taking the exclusion and the

A}

chan,qe in the number of busznesses located in the Central Market Street and Te enderlom Area of the

City.
(). _ The Office of Econom_ic and Workforce Development shall submit an annual

report to the Board of Supervisors for each year for which the Central Market Street and

Tenderloin Area exclusion authorized under this Section is available that sets forth any and all

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu . .
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Community Benefit Agreements that have been éntered into with the Office of Eéonomic and

Workforce Development during that xéar.

(k)  The Assessor-Recorder shall submit an annual report to the Board of Supervisors for

each year for whzch the Central Market Sz‘reet and T ena’erlom Area exclusion authorized under thzs

Section is available that sets forth any zdentzf able zncreases in property value resultm,g from

businesses' location, relocation or expansion to or within the Central Markez‘ Street and Tenderloin

Area.

a) The Controller, not later than afterthree years after the effective date of this ordinance,

shall perform an assessment and review of the effect of the Central Market Street and Tena’erloin Area

payroll expense tax exclusion on the Central Market Street and Tenderloin Area. Based on such

assessment and review the Controller shall prepare and submit an analysis to the Board of Supervisors.

The aﬁdlvsis shall be based dn factors that the Controller deems relevant, and may include, but shall ‘

not be limited to, data contained in the annual reports to the Board of Supervisors as required by

|| subsections {r)-and-(i), (j) and(k) of this Section.

- km) ‘The Central Market Street and Tenderloin Area payroll expense tax exclusion set forth

in this Section may not be claimed concurrently with any other payroll expense tax exclusion.

dn) A misrepresentation or misstatement by any person regarding eligibility for the Central

Market Street and Tenderloin Area payroll expense tax exclusion authorized by this Section that results

in the undemayment or underreporting of the payroll expense tax shall be subject to penalties-as

APPROVED AS TO FORM:

ERI:[RA@W Attorney' -

STEPHANIE PROFITAT

Deputy City Attorney
Méyor, Supervisors Kim, Chiu, Farrell, then, Wiener, Chu ‘
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FILE NO. 110155

LEGISLATIVE DIGEST

[Business and Tax Regulations Code - Payroll Expense Tax Exclusion in Central Market
Street and Tenderloin Area]

Ordinance amending Article 12-A of the Business and Tax Regulations Code by adding
Section 906.3 to establish a payroll expense tax exclusion for businesses located in the
Central Market Street and Tenderloin Area and requiring persons with an annual payroll
expense of over $1,000,000 to enter into a Community Benefit Agreement with the City
Administrator.

Existing Law

San Francisco imposes a payroll expense tax on business entities based on the
compensation they pay to employees and others for work or services performed in

San Francisco. (Business and Tax Regulations Code Section 901 et seq.) The tax rate is
1.5% of taxable payroll expense. This tax is determined each year based on the payroll
expenses of the entity.

Amendments to Current Law

The proposed amendment would amend Section 906 to establish a payroll expense tax
exclusion for businesses in the Central Market Street and Tenderloin Area, provided,
however, that in no event shall the tax exclusion reduce a business's payroll expense tax
liability to less than the business's payroll expense tax liability for its Base year.

Base year means the 2010 tax year for a person who maintains a fixed place of business in
the Area on the effective date of the ordinance. For a person that moves a business to the
Area from another part of San Francisco, Base Years means that person's full tax year for the
year prior to entering into a lease agreement or buying real property in the Area. Finally, for a
business that commences to maintain a fixed place of business in San Francisco after the
effective date of this ordinance, Base Year means that business's first full tax year in the Area.

Businesses with annual payroll expenses greater than $1,000,000 must enter into a
community benefits agreement with the City Administrator in order to be eligible to claim the
tax exclusion. The exclusion will be available for a period of 8 years from the effective date of
this legislation and businesses may avail themselves of the exclusion for 6 years. After the
legislation expires, no unused portions of the exclusion may be claimed.

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu Page 1
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Background Information

Under Business and Tax Regulations Code Section 901 et seq., businesses pay a payroll
expense tax based on the compensation paid to employees and others for work or services
rendered in San Francisco. (Section 901.1) This proposed amendment would amend Section
906 to establish a payroll expense tax exclusion for the purpose of encouraging entities to
retain and hire employees to work in the Central Market Street and Tenderloin Area.

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu Page 2
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