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AMENDMENT OF THE WHOLE -

FILENO.LIOISS g poump 4/12/11  ORDINANCENO.

[Busrness and Tax Regulatrons Code - Payroll Expense Tax Exclusron 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 establlsh a payroll expense tax exclusion for busmesses Iocated in the
Central Market Street and Tenderloin Area and requmng persons with an annual payroll

expense of over $1,000, 000 to enter lnto a Commumty Benefit Agreement with the

_ Offlce of the City Admlnlstrator

‘NOTE: Additions are sznzle—underlme italics Times New Roman
deletions are strike-through-itaties Times New Roman.
" Board amendment additions are double undetiined;
Board amendment deletrons are

Be it ordained by the PeOpIe of the City and County of San Franciscoi

Section 1. Findings. The Board of Supewlsors hereby fi f nds that: '

(a) . InJanuary. of 2010 Mayor Gavin Newsom announced the Central Market -
Partnershlp a public/private initiative to renew and coordinate efforts to revitalize the Central

Market neighborhood (from approximately Flfth Street to Tenth Street) with a focus on

cultivating an eclectic, communlty—servmg arts dlstrlct

- (b) As part of the Central Market Partnership, the City has developed the followrng

-tools to assist wrth this effort:

‘ (1) An $11.5 million Ioan fund for Iow—lnterest loans to small businesses in
the a_rea;'v | | '
| » | (2) ' lCoordinated'incentives including a rene_wed effort to generate tax E
lncrement fmancxng through a Redevelopment Area; |

(3) The Better Market Street |n|t|at|ve which wrll overhaul the streetscape -

and repave the corridor ln\2014;

Mayor, Supervrsors Kim, Chiu, Farrell, Cohen, Wiener, Chu .
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4) Teehnicat assistance and limited funding for arts groups took_ing to

relocate to Central Market;

(5)  An NEA grant to uhd_ertake visible arts-oriented activities that.will

- generate positive foot traffic; and

(_6) Partn.erships with recently established Community Benefit Districts and
other Community Benefit Organizations whose focus is on improving the neighborhood as
well as an lnteragen_cy Working Group to target City attention and resources to the

nelghborhood

(c) Therefore attractrng businesses to the Central Market Street nerghborhood isa

key component in the revitalization of the area.

‘ Sectidn 2. The San Francisco Busi'ness and Tax Regulations Code is hereby amended

by adding Section 906.3, to read as follows:

SEC. 906.3. CENTRAL MARKET STREET AND TENDERLOIN AREA PAYROLL

- EXfPENSE TAX EXCLUSION.

(@)  Fhe-ameuntofAn exclusion from the payroll expense tax due-under this-Section
shall bex A . ' : - ' |
- | {1 Foranyallowed for each person maintaininguho maintains a fived place of
business inwithin the Central Market Sireet and Tenderloin Area o the-sffective date-oEthis

'eremanee—eueh—pereenfor gaxroll exgense attnbutable to that fixed location; grovided!

however. that in no event shall ewe—the lesser-ofthattax exclusmn reduce a person's payroll

expense-fax lzabzlzgg for 2010-or thatto less than the person's Base Year payroll expense tax
iabill usioninclu ;liability. |

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wlener Chu
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- (B) For purposes of this Section, the following terms shall h;ive the meanings set forth

below:

(1) Central Market Street and It 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 Fi ifth Street (odd numbered addresses from 999 to 933 Market Streer); parcels fronting - |

the north side of Market Street from Van Ness Avenue to Eighth Street: 875 Stevenson Sh'éei‘,' and _

parcels in the area bordéred by: Ellis Street from Polk Street to Mason Street (south side only):

sidéenl-y—)%—‘Mamn St}'ee; from Ellis Street to Market Street (west side bnlv).f Market Street, ﬁom.

‘Mason Street to Charles J. Brenham_ Place (north side only);: Charles J. Brenham Place, ﬁ‘orﬁ Market

Street to McAllister Street (east side only); McAllister Street, from Charlés J. Bzfenkam Place to Larkin

Street (north side only): Larkin Streei; from McAllister_ Street to Eddi/ Street (east side only); Eddy

Street. from Larkin Street to Polk Stréet (norfh'side only); and Polk Street, from Eddy Street to Ellis

Geary Street (east side only). The exclusion applies exclusively to the following Assessor's Lots:_the

) Mayof. Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu
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'entzrez‘y ofBloclcs &3@9348—934—9—9329—9324—-@32—2——932%9323—9324—033] 0332, 0333,
- 0334,°0335, 0336, 0337, 0338, 0339 0340, 0342, 0343, 0344, 0345, 0346, 0347, 0348, 0349, 0350,

- 0748.-0717:and 0740--and-0835; Block 0813, Lots 7, 8.9 and 10: Block 0835, Lots1, 2 and 3:

Block 3701, Lots 50,.and 59-and-85; Block 3702, Lots 1, 4444/ 45 46, 47, 48, 484, and 53-ahd

84; Block 3703, Lots 1, 56, 58, 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 39-40 and 41 Block 3508, Lots I and 39; Block

0355, Loz‘sS 4, 5, 6.7, 89 10 and 15; andBZock 0351, Lots 1, 22 39 41, 46,47, 49 and 51.

- 2) An—empleyee%a—qaa%ed—emp‘:eyeeﬂ"Base Year" means the 201 0 tax

y_ear for puppesesa person who maintains a fixed place otjeemp&nngbusmess in

San-Franeiseo_the Central Mark_et Street and Tenderloin Area on the eﬁectlve date of this

relatedordinance, provided that the Qerson maintained a fixed place of business in the Area B :

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

Area for the éntiretv of 2010, then the first full tax vear that person maintains a fixed place of

business in the Area shall be- the Base Year. For a person who moves a busmess to.the.
eenduet—ef—a—#ade—e#bu&ness—leeaied—mthm—the Cenb al Market Street and T enderlozn Area and

pe#eFms—aHeast—QQ%—ef—weﬂetlme—mthm rom another part of San Francrsco! Base Year
means that gerson 's fiill tax vear for the boundaries-ofyear prior to entering into a Ieas
greement or buxmg real Qrogerztg in the CentralMarket Street-and-Tenderloin-drea, provided
that person was doing business in San Francrsco for the entirety of such tax year. For |
pu;peses Qerson who commences to maintain a fixed g ace of business in San Francisco
after the effective date of this S } }

,empleyees—eﬁhe—bu&ﬂes&ordlnance! Base Year means that person's first full tax year in the

>

rea.

Mayor. Supervnsors Klm Chiu, Farrell Cohen, Wiener, Chu
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(c) =~ Inordertobe eligible for the payroll expense tax exclusion authorized under this

Section, persons wishing to claim the exclusion must:

(1)  Complete and submit an initial application to the Office of Economic and

Workforce Developmeni‘ for review and evaluation. The Office of. Economic and. Workforce

Development will use thzs application to verify that applicants clazmzn,q the payroll expense tax

exclusion under this Section meet the elzmbzlztv requzrements outlzned in su-bseet&enssubsectlon

(bf{tyane{b)2

.of the Treasurer and Tax Collector shall—hasée-%he—au%heﬁty—to prescrzbe the form of the

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

Central Market Street and Tenderloin Area payroll expense tax exclu.s‘im@vhicﬁ }sh.all include

participation in the City's First Source Hiring Program as defined in Section 83.4 of the Administrative

Code.

2) F ile an annual affidavit with fhe Office of Economic and Workforce Develop_rnem‘ .

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

Workforce Development. The annual affidavit should detail-the total number of individuals hired

during the vear, the-numbér of individuals who-were referred by the San Francisco Workforce

Develogment System durlng the vear, and the duration of émployment for each mdwndual ',
hired du ring the xear ﬂte aﬁjdavzt must be ﬁled with the Office of. Economzc and Worktorce

Development on or before January 31 of each vear subseguent to the Oﬁ‘ice of Economic and

Worlq’orce Development's zmnal approval of the application.

Ll Maintain records and documents ina Feasenabie—methed-ef

deewqqentatien—thatmanner accegtable to the Tax Collector—ean—Fewewor—veniy Such records

and documents must obzectzvel)g

: GentFaI—Maert—S#eet—and—Iendeplem—A;easubstantxate any excluswn—aﬂd—p{:ewde—saeh

' documentation clal_med under this Section and be provided ro the Tax Collector upon request.

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu .
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(4)  File an arznual"Payrol'l Expense Tax Return with the Tax Collector regardless of

1

the amount of tax liability, if any. shown on the return after claiming the exclusion provided for in this

Section. S .
| (5). __ Any person whose annual payroll exgense exceeds ohe miliion dollars
§§1 .000,000) shail enter into a binding Community Benefit Agreement with ’_the Qﬁreeef

, Eeerqem%andWerkferee—De#elepment City Administrator in order to be eligible for the payroll
- expense tax exclusion under this Section.' Such Communrtx Benefit Agreement may include

Commrtments to engage in communrg activities in the Central Market Street and Tenderloin

Area as well as participation in workforce development ooportunltles.

d)  The Oﬁ" ce of. Economzc and Workforce Development shall:

Ll Together with the Office of the Treasurer and Tax Collector! No-laterthan
theeffeetrve—d-a!ee—ef—this—erdmanee adopt rules, 7egulatzons and forms re,qardm o elzzzbzlrtv and the

applzcatzon process for the Cem‘ral Market Street and T enderloin A7 ed payroll expense tax exclusion.

hrules, resulations and

forms may be amended from time fo time as necessary.

{2)  Review all applzcatzons for completeness and upon approval, issue a certificate

' of elzzzbllztv fo the applicant. The deczszon of the Ofﬁce of Economic and Wor kforce Development

regarding el ﬁbzlzt)z for the exclusion ehaumav not be ﬁ-najfaggealed by an aggllcant

3) Provzde the Tax Collector with a list of persons elzzzble to claim the tax

excluszon authorzzed under this Section for the prececlm,gr tax year by March ] of each year.

(e) The Tax Collector shall verify that any exclusion claimed pursuant to this Section

is appropriate. '
fet) - I?ze Central Market Street and T enderlom Area exclusion authorized under this Seczlon

skall be avazlable to.and may be taken by each person for each tax year that person holds a valid

" certificate of eligibility for a period not 1o exceed six years 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 business in the C_'entral Market Street and Tenderloin Area,

whichever is later. The date the Tax Collector first received the person’s applica_iion for a bu.s'iness_

regisiration certificate for the person's Central Market Street and Tenderloin Area business shall be

presumed to be the date of commencement of such business unless the person establishes a different

commiencement 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 eighth anniversary date of the eﬁ"ectzve date of this Section. A4 ; person may not use or

: »clmm any unused portzon of the Central Market Sireet and T enderlozn Area e,wluszon aﬁ‘er ﬂze

v expzratzon date of thzs Sectlon Unless exempted under Sections. 906 of this Artzcle every per. SO

enzamnz ina busmess in the Central Ma7 ket Street and Tenderloin Area in the City shall pay the tax

imposed under thzs Ar ncle on the full amount of the person's pczyroll expense attributable z‘o the sz‘v

from and after the expn ation of this Sectlon

(8h) Ifa person s calculated liability for the P;_)ayroll Eexpense Ftax does not exceed the

cezluyz speczﬁed in Secnon 905-4 for the tax year after applvzng the Central Market Street and

T enderlozn Area excluszon under thzs Section, the person shall be exempt ﬁ'om payvment of the Bbayr oll

Eexpense 1tax for that tax year as provided in Section 905-A4.

" (Rl) " The Tax Collector shall submit an anmial report to the Board of Supervisors for each

- year for w-hiéh the Central Market Street and Tenderloin Area exclusion authorized under this Section

is availa_ble that sets fori‘h agoregate information on the dollar value of the Central Market Street and

Tenderloin Area exclusions taken each year, the number of businesses taking the exclusion and the

chen'ge in the number of businesses located in the Central Market Street dnd Tenderloin Area of the
0o Thé Office of the City AdministratorEeenemis—and—&Meﬂdeme@evelepment—M
subfnit an annﬁal report fo the Board of Suger\}isors for eacﬁ year for which the Central -

Market Streét and Tenderloin Area equusion authorized under this Section is available that

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu .
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sets forth any and all Commu’nitg Benefit Agreements tha{ have been entered info with’the
Office of the Cit'g»Administrator—eaEWekaeFee;Deve\lepment during that year.

Gk) . The Assessor-Recorder shall subriit an annual report to the Board of Supervisors for

each year for which the Central Marlet Street and Tenderloin Area exclusion authorized under this

Section is available that sets forth any identifiable increases in property value resulting from

businesses’ location, relocation or expansion to or within the. Central Market Street and Te enderloin

Area.

‘ 4) - The Controller, not later than afterthree vears after the effective date of this ordinance,

shall perform an assessment and review of the effect of the Central Market Street and T enderloin Area

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

assessment and review t]fze Com_‘i*olle? shall prepare and submit an analv,sis to the Board of Sup‘ervisors.'

- The analysis shall be based.on 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 is required by

subsections {h¥y-and-(i), (1) and(k) of this Section.

&m) The Central Market Street and Tenderloin Area payroll expense tax exclusion set forth

in this Section may not be claimed concuriently with any other payroll ei:pense tax exclusion.

) 4 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 underpayment or underreporting of the payroll expense tax shall be subject to penalties-as

APPROVED AS TO FORM:
-FBRRERA, City, Attorney

By: == ¥t

[\ - .
STEPHANIEPROFITT ' : .
Deputy City Attorney - _
Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener. C'hu . - , .
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FILE NO. 110155

. LEGISLATIVE DIGEST

- [Business and Tax Regulatlons Code - Payroll Expense Tax Exclusron in Central Market
Street and Tenderloin Area]

Ordinance amendlng 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 intfo a Communlty Benefit Agreement with the -
Office of the City Admmlstrator :

Existing Law

-San Francisco.imposes a payroll expense tax on business entities based onthe

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 i is
1.5% of taxable payroll expense: This tax is determined each year based on the payroll

expenses of the entity. -

Arnendments to Current Law _

- The proposed amendment would amend Sectlon 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 payroil 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 Year means that persons 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 commencesto 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, OOO 000 must enter into a.
Community Benefit 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
thls 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 : ’ » . . _‘ N : : "Page 1
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Backq-rouhd Information

Under Business and Tax Regulations Code Section 901 et seq., busmesses 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 encouragmg 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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