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PROPOSED INITIATIVE ORDINANCE TO BE SUBMITTED BY THE 
MAYOR TO THE VOTERS AT THE NOVEMBER 3, 2020 ELECTION. 

[Under Charter Sections 3.100(16) and 2.113(b), this measure must be submitted to the 
Board of Supervisors and filed with the Department of Elections no less than 45 days prior 
to the deadline for submission of such initiatives to the Department of Elections set in 
Municipal Elections Code Section 300(b).] 

[Initiative Ordinance - Business and Tax Regulations Code - Business Tax Changes] 

Ordinance amending the Business and Tax Regulations Code to: (1) reduce the annual 

Business Registration Fee for businesses with $1,000,000 or less in San Francisco 

gross receipts, (2) increase the small business exemption ceiling for the Gross 

Receipts Tax to $1,500,000 and increase the annual Business Registration Fee on 

businesses benefiting from this increased exemption ceiling, (3) repeal the Payroll 

Expense Tax; (4) increase Gross Receipts Tax rates, (5) increase the Gross Receipts 

Tax on certain taxpayers for 15 years if a court strikes down the Homelessness Gross 

Receipts Tax Ordinance, (6) impose a new general tax on the gross receipts from the 

lease of certain commercial space for 15 years if a court strikes down the Early Care 

and Education Commercial Rents Tax Ordinance, and (7) make other changes to the 

City's business taxes; and to increase the City's appropriations limit by the total 

revenues collected under Articles 12-A-1 and 36 of the Business and Tax Regulations 

Code for four years from November 3, 2020. 

NOTE: Unchanged Code text and uncodified text are in plain font. 
Additions to Codes are in single-underline italics Times New Roman font. 
Deletions to Codes are in strikethrough italics Times Nev; Roman font. 
Asterisks (* * * *) indicate the omission of unchanged Code 
subsections or parts of tables. 
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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 3, 2020, consolidated general election. 

Section 2. The Business and Tax Regulations Code is hereby amended by revising 

Section 6.9-3 of Article 6, to read as follows: 

SEC. 6.9-3. DETERMINATIONS, RETURNS AND PAYMENTS; REMITTANCES. 

(a) Remittances. Notwithstanding the due dates otherwise provided in Section 6.9-1, 

taxpayers shall make remittances of taxes and third-party taxes to the Tax Collector as 

follows: 

* * * * 

(3) Payroll Expense Tax, Gross Receipts Tax, Early Care and Education 

Commercial Rents Tax, Homelessness Gross Receipts Tax, and Cannabis Business 

Tax: Estimated Tax Payments. Except as provided in Section 6.9-3(a)(3)(G) with respect to 

estimated tax payments of the gross receipts tax, every person or combined group liable for 

payment of the payroll expense tax (Article 12-A), the gross receipts tax (Article 12-A-1) 

(including the tax on administrative office business activities imposed under Section 953.8 of 

Article 12-A-1), the Early Care and Education Commercial Rents Tax (Article 21), the 

Homelessness Gross Receipts Tax (Article 28) (including the homelessness administrative 

office tax imposed under Section 2804(d) of Article 28), or the Cannabis Business Tax 

(Article 30) shall make three estimated tax payments, in addition to the annual payments in 

Section 6.9-3(a)(4), as follows: 
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* * * * 

(C) Gross Receipts Tax Estimated Tax Payments. For purposes of 

this Section 6.9-3, a person or combined group's estimated tax payments of gross receipts 

tax, including the tax on administrative office business activities imposed under Section 953.8 

of Article 12-A-1, fer any tax year shall be as follows:each equal the lesser of: 

(i) For any tax year other than tax year 2021, the lesser of 

{i}a. 25% of the gross receipts tax liability (including any 

liability for the tax on administrative office business activities imposed under Section 953.8 of 

Article 12-A-1) shown on the person or combined group's return for the tax year (or, if no 

return is filed, 25% of the person or combined group's actual gross receipts tax liability for the 

tax year); or 

fii)b. 25% of the gross receipts tax liability (including any 

liability for the tax on administrative office business activities imposed under Section 953.8 of 

Article 12-A-1) shown on the person or combined group's return for the preceding tax year. If 

the person or combined group did not file a return for the preceding tax year, the person or 

combined group shall be deemed to have filed a return showing no liability for purposes of this 

Section 6.9-3(a)(3)(C)(ii)b., and no estimated tax payments of gross receipts taxes shall be 

due for the current tax year. 

(ii) For tax year 2021, the lesser of 

a. 25% of the gross receipts tax liability (including any liability 

for the tax on administrative office business activities imposed under Section 953.8 of Article 12-A-l) 

shown on the person or combined group's return for tax year 2021 (or, if no return is filed, 25% of the 

person or combined group's actual gross receipts tax liability for tax year 2021 ); or 

b. 25% ofthe payroll expense tax liability and gross receipts tax 

liability (including any liability for the tax on administrative office business activities imposed under 
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Section 953.8 o[Article 12-A-1) shown on the person or combined group's return for tax year 2020. If 

the person or combined group did not file a return (or tax year 2020, the person or combined group 

shall be deemed to have filed a return showing no liability (or purposes ofthis 

Section 6.9-3(a){3){C)(ii)b., and no estimated tax payments ofgross receipts taxes shall be due for tax 

year 2021. 

* * * * 

Section 3. The Business and Tax Regulations Code is hereby amended by revising 

Sections 855 and 856 of Article 12, to read as follows: 

SEC. 855. REGISTRATION CERTIFICATE - FEE. 

(a) Fee fer registration years ending en er after June 30, 2004, hut ending en er before 

June 30, 2014. Except as otherwise provided in this Section and Section 856 of this Article, the annual 

fee for obtaining a registration certificate for registration years ending on or after June 30, 2004, but 

ending on or before June 30, 2014, payable in advance, shall be as follows: 

San Francisco P-ayrell ~ense Ha; fer the Annual Registration Fee 
Immediately P-receding Ha; ¥ear 

bess than $1 $},.} 

$1 to $10, 000 $1-5() 

$10, 000. Ol: to $50, 000 $2J-() 

1~,/ere than $50, 000 $-§00 

(b) In tlw event that an applicant for a registration certificate, for registration years ending on 

or after June 30, 2004, but ending on or before June 30, 2014, has notfiled a tax return for the 

immediately preceding tax year as required by Section 6. 9 2 ofArticle 6, the Tax Collector shall 

determine the amount of the registration fee required based on the applicant's estimated tax liability 
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tmder Article 12 A (Payroll Expense Tax Ordinance) for the period covered by the registration 

certificate. 

(c) Fee for Registration Year Commencing July 1, 2014 and Ending June 30, 2015. Except 

as otherwise prmided in this Section and Section 856 o.f this Article, the annual fee for obtaining a 

registration certificate, for the registration year commencing July 1, 2014 and ending June 30, 2015, 

payable in advance, shall be as follows: 

San Francisco P--ayroll ~ense for t.1.ie Annual Registmtion Fee 
Immediately Preceding ~ Year 

$0 to $66.66 m 
$66. 67 to $ 75, 000 $l-M) 

$ 75, 001 to $100, 000 $2-5t) 

$100, 001 to $150, 000 $J-Of) 

$150, 001 to $200, 000 P-00 

$200, 001 to $250, 000 $800 

$250, 001 to $1, 000, 000 $300 

$1, 000, 001 to $2, 500, 000 $800 

$2, 500, 001 to $5, 000, 000 $5,000 

$5, 000, 001 to $10, 000, 000 $15,000 

$10, 000, 001 to $25, 000, 000 $25,000 

$25, 000, 001 to $ 40, 000, 000 $30,000 

$ 40, 000, 001 or more $35,000 

(d) In the event that an applicant for a registration certificate, for registration year 

commencing July 1, 201 4 and ending June 3 0, 2015, has notjiled a tax return for the immediately 

preceding tax year as required by Section 6. 9 2 ofArticle 6, the Tax Collector shall determine the 

amount &jthe registration fee required based on the applicant's payroll expense under Article 12 A 

(Payroll Expense Tax Ordinance) for the period covered by the registration certificate. 
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(ge) Fee for Registration Years Ending After June 30, 2015, but On or Before 

June 30, 2021. 

(1) General Rule. Except as otherwise provided in this Section 855 and 

Section 856 of this Article_ll, the annual fee for obtaining a registration certificate, for the 

registration years ending after June 30, 2015, but on or before June 30, 2021, payable in 

advance, shall be as follows: 

San Francisco Gross Receipts for the Annual Registration Fee 
Immediately Preceding Tax Year 

$0 to $100,000 $90 

$100,001 to $250,000 $150 

$250,001 to $500,000 $250 

$500,001 to $750,000 $500 

$750,001 to $1 ,000,000 $700 

$1 ,000,001 to $2,500,000 $300 

$2,500,001 to $7,500,000 $500 

$7,500,001 to $15,000,000 $1,500 

$15,000,001 to $25,000,000 $5,000 

$25,000,001 to $50,000,000 $12,500 

$50,000,001 to $100,000,000 $22,500 

$100,000,001 to $200,000,000 $30,000 

$200,000,001 and over $35,000 

(2) Fee for Retail Trade, Wholesale Trade and Certain Services. Except as 

otherwise provided in this Section 855 and Section 856 of this Article_ll, for registration years 

ending after June 30, 2015, but on or before June 30, 2021, the annual fee for obtaining a 

registration certificate, payable in advance, for a business that was required to report all of its 
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gross receipts pursuant to Article 12-A-1, Section 953.1 for the preceding tax year, shall I?~ as 

follows: 

San Francisco Gross Receipts for the 
Immediately Preceding Tax Year Annual Registration Fee 

$0 to $100,000 $75 

$100,001 to $250,000 $125 

$250,001 to $500,000 $200 

$500,001 to $750,000 $400 

$750,001 to $1,000,000 $600 

$1,000,001 to $2,500,000 $200 

$2,500,001 to $7,500,000 $400 

$7,500,001 to $15,000,000 $1, 125 

$15,000,001 to $25,000,000 $3,750 

$25,000,001 to $50,000,000 $7,500 

$50,000,001 to $100,000,000 $15,000 

$100,000,001 to $200,000,000 $20,000 

$200,000,001 and over $30,000 

(b) Fee (or Registration Years Beginning On or After July l, 2021. 

(I) General Rule. Except as otherwise provided in this Section 855 and Section 856 of 

this Article 12, the annual fee for obtaining a registration certificate, for the registration years 

beginning on or after July I, 2021, payable in advance, shall be as follows: 

San Francisco Gross Receie.ts (or the 
Immediately_ Preceding Tax Year Annual Registration Fee 

$0 to $100, 000 $52 

$100, 000. OJ to $250, 000 $86 

$250,000.01 to $500,000 $144 

$500,000.01 to $750,000 $288 
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$750,000.0J to $J,OOO,OOO $403 

$J,OOO,OOO.OJ to $J,500,000 $575 

$J,500,000.0J to $2,500,000 $345 

$2,500,000.0J to $7,500,000 $575 

$7,500,000.0J to $J5,000,000 $J, 725 

$J 5, 000, 000. OJ to $25, 000, 000 $5, 75J 

$25,000,000.0J to $50,000,000 $J4,379 

$50,000,000.0J to $JOO,OOO,OOO $25,882 

$J 00, 000, 000. OJ to $200, 000, 000 $34,5JO 

$200, 000, 000. OJ and over $40,26J 

(2) Fee (or Retail Trade, Wholesale Trade and Certain Services. Except as otherwise 

provided in this Section 855 and Section 856 ofthis Article J 2, for registration years beginning on or 

after July J, 202J, the annual fee for obtaining a registration certificate, payable in advance, {Or a 

person or combined group that was required to report all ofits gross receipts pursuant to Section 953. J 

o(Article J 2-A-J {Or the preceding tax year, shall be as {Ollows: 

San Francisco Gross Receie,ts (_or the 
Immediately_ Preceding Tax Year Annual Registration Fee 

$0 to $J 00, 000 $43 

$JOO,OOO.OJ to $250,000 $72 

$250, 000. OJ to $500, 000 $115 

$500,000.0J to $750,000 $230 

$750,000.0J to $J,OOO,OOO $345 

$J,OOO,OOO.OJ to $J,500,000 $475 

$J,500,000.0J to $2,500,000 $230 

$2,500,000.0J to $7,500,000 $460 

$7,500,000.0J to $J5,000,000 $J,294 

$ J 5, 000, 000. 0 J to $2 5, 000, 000 $4,3J 3 

$25,000,000.0J to $50,000,000 $8,627 
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$50,000,000.01 to $100,000,000 $17,255 

$100, 000, 000. 01 to $200, 000, 000 $23,006 

$200, 000, 000. 01 and over $34,510 

(ff) Except as provided in subsection (gg) (Fee for Persons Subject to Administrative 

Office TaxBusiness Activities), in the event that an applicant for a registration certificate, for a 

registration year ending after June 30, 2015, has not filed a tax return for the immediately 

preceding tax year as required by Section 6.9-2 of Article 6, the Tax Collector shall determine 

the amount of the registration fee required based on the applicant's estimated gross receipts 

under Article 12-A-1 (Gross Receipts Tax Ordinance) for the period covered by the 

registration certificate. 

(gg) Fee for Persons Subject to Administrative Office TaxBusiness Activities. Except as 

otherwise provided in this Section 855 and Section 856 of this Article_ll, the annual fee for 

obtaining a registration certificate, payable in advance, for a person or combined group that was 

required to pay the Administrative Ofjice Tax Administrative Office Business Activities under 

Section 953.8 of Article 12-A-1 for the preceding tax year, for the registration years ending after 

June 30, 2015, payable in advance, shall be as follows: 

San Francisco Payroll Expense for the 
Immediately Preceding Tax Year Annual Registration Fee 

$0 to $2,500,000 $15,000 

$2,500,000.01 to $25,000,000 $25,000 

$25,000,000.01 or more $35,000 

(fh) In the event that an applicant for a registration certificate that was required to pay the 

.fe+'-Administrative Office TaxBusinessActtmies under Section 953.8 of Article 12-A-1 for the 

preceding tax year, for a registration year ending after June 30, 2015, has not filed a tax return 

for the immediately preceding tax year as required by Section 6.9-2 of Article 6, the Tax 
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Collector shall determine the amount of the registration fee required based on the applicant's 

estimated payroll expense under Article 12-A-1 for the period covered by the registration 

certificate. 

(fj) The amount of annual registration fee under subsections (ge) and (fig) of this 

Section 855, for all registration years ending after June 30, 2016, shall be adjusted annually in 

accordance with the increase in the Consumer Price Index: All Urban Consumers for 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 31st of the preceding year, 

beginning July 1, 2016. 

(g) The amount of annual registration fee under subsection {Q) ofthis Section 855, [or all 

registration years ending after June 30, 2022, shall be adjusted annually in accordance with the 

increase in the Consumer Price Index: All Urban Consumers for the San Francisco/Oakland/San Jose 

Area [or All Items as reported by the United States Bureau o(Labor Statistics, or any successor to that 

index, as o(December 31st ofthe preceding year, beginning July l, 2022. 

Chi) Any organization that is exempt from income taxation by Chapter 4 (commencing with 

Section 23701) of Part 11 of Division 2 ofthe California Revenue and Taxation Code or Subchapter F 

(commencing with having a formally recognized exemption fr om income taxation pursuant to 

Section 501 (c), 50J(d) or 401 (a) of Chapter 1 o(Subtitle A of the Internal Revenue Code of 1986, 

as amended; as qualified by Sections 502, 503, 504L and 508 of the Internal Revenue Code of 

1986, as amended, shall ne-t--be exempt from therequired to pay a registration fee under this 

Article 12, only so long as those exemptions continue to exist under state or federal lawunless the 

organization is alBo engaged -within the City in an unrelated trade or business v;ithin the meaning of 

Section 906 of.Article 12 A or Section 954 o.fArticle 12 A 1. 
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(ik) A person shall be exempt from paying the registration fee required by this 

Section 855 if and to the extent that, and only so long as, federal or state law prohibits the 

imposition of the registration fee upon such person. 

(if) The business registration fee is a tax imposed for general governmental purposes 

and may not be extended or increased without a vote of the people, as provided in 

Article XlllC of the California Constitution. This tax may be collected in any manner legally 

permitted to the City. 

SEC. 856. REGISTRATION CERTIFICATE-APPLICATION AND ISSUANCE. 

(a) Each person engaging in business within the City shall apply to the Tax Collector 

for a registration certificate, using the form prescribed by the Tax Collector. The application 

shall be accompanied by the person's registration fee as determined under this Article_ll, 

except for the initial application filed for a person that is part of a combined group (as 

described in Section 956.3 of Article 12-A-1) where the combined group has already paid the 

fee on a combined basis. A combined group as described in Section 956.3 of Article 12-A-1 

shall apply for a separate certificate for each person in the combined group that is engaging in 

business within the City, but shall calculate and remit its fee on a combined basis and shall file 

only one application for renewal for all entities in the combined group. 

(b) A person shall have 15 days after commencing business within the City to apply for 

a registration certificate. The registration fee for newly-established businesses shall be 

prorated as follows: 

( 1) For the registration year commencing on or after July 1, 201 4 and ending 

June 30, 2015, the fee for obtaining a registration certificate for a ne1Ply established business shall be 

determinedpursuant to Section 855(c) of this Article using the applicant's estimatedpayroll expense 

under Article 12 A (Payroll Expense Tax Ordinance) for the tax year in which the person commences 
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such business -within the City. For registration years commencing on or after July 1, 2015, but 

ending on or before June 30, 2021, the fee for obtaining a registration certificate for a newly 

established business shall be determined pursuant to Section 855(ge) of this Article_ll using 

the applicant's estimated gross receipts under Article 12-A-1 (Gross Receipts Tax Ordinance) 

for the tax year in which the person commences such business within the City. For 

registration years commencing on or after July 1, 2021, the fee [or obtaining a registration certificate 

[or a newly established business shall be determined pursuant to Section 855(b) of this Article using the 

applicant's estimated gross receipts under Article 12-A-1 (Gross Receipts Tax Ordinance) for the tax 

year in which the person commences such business within the City. The registration fee shall be 

prorated as follows: For persons commencing business between January 1st and 

March 31st, the registration fee shall be 50%percent of the annual fee; for persons 

commencing business between April 1st and June 30th, the registration fee shall be 25% 

percent of the annual fee; for persons commencing business between July 1st and 

September 30th, the registration fee shall be 100%percent of the annual fee; and for persons 

commencing business between October 1st and December 31st, the registration fee shall be 

75%percent of the annual fee. Where a registration certificate is issued for a period other than 

for a registration year, the Tax Collector shall have discretion to prorate the registration fee in 

accordance with this model. 

(2) Notwithstanding any other provision of this Article_ll, no person obtaining a 

registration certificate for a newly established business that qualifies for the minimum 

registration fee set forth in Section 855 of this Article shall be entitled to prorate the 

registration fee under this Section 856, but instead shall pay the minimum registration fee. 

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

Article 12-A, consisting of Sections 901 through 909, as follows: 

SEC. 901. SHORT TI!J'LE. 

This ordinance shall be knmm as the "Payroll Expense Tax Ordinance" and the tax imposed 

herein shall be known as the "Payroll Expense Tax." 

SEC. 9(-)2. OPERATHJ1V OF DEFINI!J'HJNS. 

Except where the context othenvise requires, terms not defined in this Article that are defined in 

Article 6 shall hme the same meaning as given to them in Article 6. 

SEC. 9(-)2.J. PAYROLL EXPEiVSE. 

(a) The term "Payroll Expense" means the compensation paid to, on behalf of, or for tlw 

benefit of an individual, including shareholders ofa professional corporation or a Limited Liability 

Company (''LLC "), including salaries, v,•ages, bonuses, commissions, property issued or transferred in 

exchange for the performance o.fservices (including but not limited to stock options), compensation for 

services to awners of pass through entities, and any otlwr form of compensation, ·who during any tax 

year, perform H'ork or render services, in whole or in part in the City; and ifmore than one individual 

or shareholders a.fa professional corporation or members of an LLC, during any tax year performs 

H'ork or renders services in ·whole or in part in tlw City, the term "Payroll Expense" means the total 

compensation paid including salaries, wages, bonuses, commissions, property issued or transferred in 

exchange for the performance ofservices (including but not limited to stock options), in addition to any 

compensation for services to mmers o.fpass through entities, and any other form of compensation for 

services, to all such individuals and shareholders ofa professional corporation or members of an LLC. 
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(b) Anyperson that grants a service provider a right to acquire an m+·nership interest in such 

person in exchange for the performance of services shall include in its payroll expense for the tax year 

in '/,ihich such right is exercised an amount equal to the excess of (i) tlw fair market mlue o.fsuch 

ownership interest on the date such right is exercised over (ii) the price paid for such interest. 

(c) Any indtvidual compensated in his or her capacity as a real estate salesperson or mortgage 

processor shall be deemed an employee afthe real estate broker or mortgage broker for or under 

11,;hom such individual performs services, and any compensation received by such indi'v'idual, including 

compensation by way of commissions, shall be included in the payroll expense o.fsuch broker. F'or 

purposes of this Section, "real estate brok~r" and "mortgage broker" refer to any individual licensed 

as such under the lav,·s ofthe State of California who engages the services ofsalespersons or a 

salesperson, or o.fmortgage processors or a mortgage processor, to perform services in the business 

·which such broker conducts under tlw authority o.fhis or her license; a "salesperson" is an individual 

who is engaged by a real estate broker to perform services, which may be continuous in nature, as a 

real estate salesperson under an agreement with a real estate brok~r, regardless a/whether the 

individual is licensed as a real estate broker under the laws afthe State of California; a "mortgage 

processor " is an individual who is engaged by a real estate broker or mortgage broker to perform 

services 1Fhich may be continuous in nature, as a mortgage processor under an agreement v.•ith such 

real estate broker or mortgage broker, regardless o.f-whether tlw mortgage processor is also licensed 

as a mortgage broker under the laws afthe State a/California. 

(d) All compensation, including all pass through compensation for services paid to, on behalf 

o.f; or for the benefit of owner~ af a pass through entity, shall be included in the calculation o.fsuch 

entity'spayroll expense tax baseforpurposes afdeterminingsuch entity's tax liability under this 

Article. For purposes aftllis section, the "pass through compensation for senices" afapass through 

entity shall be the aggregate compensation paid by such entityforpersonal services rendered by all 

such owners, and shall not include any return on capital imestment. The taxpayer may calculate the 
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amount of compensation to armers o.fthe entity subject to the Payroll Expense Tax, or the taxpayer 

may presume that, in addition to amounts reported on a W 2 form, the amount subject to the payroll 

expense tax is, for each uwner, an amount that is two hundredpercent (200%) of the average annual 

compensation paid to, on behalf of; or for the benefit o.f the employees of the pass through entity whose 

compensatfon is in the top quartile (i.e., 25%) o.f the entity's employees v;J10 are based in the City; 

provided, the total number of employees o.fthe entity based in the City is not less than four. 

SEC. 902.2. PASS THROUGHENTITY. 

The term "pass through entity " inchtdes a trust, partnership, corporation described in 

Subchapter S o.fthe Internal Revenue Code o.fl986, as amended, limited liability company, limited 

liability partnership, professional corporation, and any other person or entity (other than a 

disregarded entityforfederal income tax purposes) ·which is not subject to the income tax imposed by 

Subtitle A, Chapter 1 o.fthe Internal Rewnue Code (ff 1986, as amended, or ·which is allo-wed a 

deduction in computing such taxfor distributions to the mniers or beneficiaries ofsuch person or 

entity Any person exemptfrompayment ofthe Payroll Expense Tax under Section 905 A or 906 ofthis 

Article shall not be disqualified:from or denied such exemption as result of being a "pass through 

entity" under this Section. 

SEC. 903. /AfPOSITHJN OFPAYROLL EXPENSE L4X 

(a) A tax for general governmental purposes is hereby imposed upon every person engaging in 

business ·within the City as defined in Section 6. 2 12 ofArticle 6; prmided, that such tax shall be levied 

only upon that portion of the person's payroll expense that is attributable to the City as set forth in 

Section 90 4. 

(b) The Payroll Expense Tax is imposed for general gmernmental purposes and in order to 

require commerce and the business community to carry a fair share of the costs o.flocal government in 
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return for the benefits, opportunities andprotections afforded by the City. Proceeds from the tax shall 

be deposited in the City 's generalfimd and may be expended fer any purposes of tlw City. 

SEC. 903.1. RATE OFPAYROLL EXPENSE 'L4X 

(a) Except as provided in subsection (b), the rate o.fthe payroll expense tax shall be 

1 Vi percent. The amount ofa person's liability for the payroll expense tax shall be the product ofsuch 

person 's taxable payroll expense multiplied by the rate o,fthe payroll expense tax expressed as a 

decimal (e.g., for a payroll expense tax rate ofl Vi percent, 0. 015). The amount ofsuch tax for 

Associations shall be the sum afthe payroll expense of such Association and the total distributions 

made by such Association by ·way o,fsalary to those having an ownership interest in such Association, 

multiplied by the rate of the payroll expense tax expressed as a decimal (e.g., for a payroll expense tax 

rate o,fl )~percent, 0. 015). Amounts paid or credited to those having an ovmership interest in such 

Association prior and in addition to the distribution of armer ship prafit or loss shall be presumed to be 

distributions "by ·way of salary" and for personal services rendered, unless the taxpayer proves 

otherv,•ise by clear and cow~incing evidence. 

(b) Commencing on the operative date af the Gross Receipts Tax Ordinance, the rate of the 

payroll expense tax shall be computed by the Controller in accordance ·with subsections (c) and (d). 

The Controller shall certij)· and publish such rate on or before September 1 of each year. 

(c) Commencing on the operati1,ie date of the Gross Receipts Tax Ordinance: 

(1) ,F'or any tax year in ·which the payroll expense tax rate, computed in accordance 

·with subsection (d), is less than zero, then the payroll expense tax rate for that year and all subsequent 

years shall be zero. The Controller shall certif)· andpublish such rate on or before September 1 afthat 

(2) l'lotwithstanding any otlwr provision of this Article or Article 12 A 1, the payroll 

expense tax rate for 2019 and allfature years shall be the rate in effect in tax year 2018. The 
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Controller shall certifj· andpublish such rate on or before September 1, 2019, at 'Which time the 

Controller's duty to compute, certifj· andpublish the payroll expense tax rate shall cease. 

(3) I'fotwithstanding any other provision of this Article or Article 12 A 1, in no event 

shall the payroll expense tax rate for any year exceed 1 Vi percent. 

(d) Payroll Expense Tax Rate Computation. The Controller shall compute the payroll expense 

tax rate for each tax year according to the follorFing table and formulas: 

(1) Payroll Expense Tax Rate Computation Table 

Tax ¥ear P ay1roll E-xpe1~se Tax Rate (FA ¥P.A TEyear) 

.J()J4 PA¥R,ATE-J4 - l.~~0% 

:6-0-H PA¥,P .. ATEJ5 -1.12~?~ =I= PAJJJJ5 

2()J..6 PA¥RATEM - 0. '7J0% =I= PAJJJ14 

2()-J..7. PA¥RATE1-1 - 0.~'7J% =1= PAJJ,ll-1 

2-().}-8 PA ¥RA TE18 - O?~ =1= PAAll8 

Wliere: "PAJJJyear" is the payroll expense tax rate adjustment factor expressed as a percentage and 

computed in accordance ""'ith subsection (d) (2). 

(2) Payroll Expense Tax Rate Adjustment Factor Computation. Unless the prior year's 

payroll expense tax rate is zero, in which case the payroll expense tax adjustment factor does not apply, 

the Controller shall compute the payroll expense tax rate adjustment factor (PAJJJyear) according to 

the follorFing table and formulas: 

Payroll Expense Tax Rate Adjustment Factor Computation Table 

Payroll Expense Tax Rate Adjustment 
Tax ¥ear (FAJ)Jy1ear) 

:6-0-H F-A1JJ-J-J--=-MRJ5/{PA ¥+,4X14/PA ¥P.A TEM} 

2()J..6 F-AJJJM--=-MRMii(PA ¥±:i4X-J-JlPA ¥Ri4 TEJ5} 

2()-J..7. F-AJJJ-J+--=-MR+:Pi(PA ¥±:i4XMi!PA ¥./?A TEM} 
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l]OM I· -P-Af)J-M - },t[Rp/(PAYTAX-1-/PAYRATEN-) 

Where: 

(A) "PAYTAX:year" is, for any year, the actual payroll expense tax re11enue 

(not including penalties, interest, or administrative fees) due for tlzatyear and collected on or before 

June 30 o.fthe follml'ingyear; 

(B) "PAY1?.ATEyear" is, for anyyear, thepayroll expense tax rate in effect for 

thatyear; and 

(C) "},t[Ryear" is computed in accordance with subsection (d)(3). 

(3) Aefissing Rewnue Factor Computation. The Aefissing Revenue Factor (A£Ryear) is, 

for any year, the amount by 1Fhich the combined revenue actually collectedfrom the payroll expense 

tax, gross receipts tax, and business registration fee for the previous year differs from t}ze sum o.f 

expectedpayroll tax re'v'enue, business registration fees, and administrative costs for the previous year. 

Unless the prior year's payroll expense tax rate is zero, in which case the missing rewnue factor does 

not apply, the Controller shall compute the missing revenue factor (A£Ryear) according to the following 

table andformulas: 

Aefissing Revenue Factor Computation Table 

Tex ¥ear 1\efissing Re>,;enue (At[Ry•ear) 

J()B MRM - 14f)},t[-J4 =I= $3 7-, 216, 000 =I= ER-14 (1.125%/1.350%) x 

PAY±AX-14 (25%/-10%) x GRTAX-14 REQ-14 

2-9-M Ml?:-1-(> - 14[),\t[M =I= $38, 07-1, 000 =I= ERM (0. 7-50%/PAYRATEM)--x-
PAYTAXM (50%/-25%) x GRTAXM REQM 

2-9-1--7- MRN- - 14[)},t[-J-f> =1=$38, 9-51, 650=1= ERM (0. 3 7-5 %/PAYRATEM)--x-
PAYTi4XM (7-5 gtf>/-5 0%) x f;RT:,4X-J-(> REQM 

]OM MR-M - Af)},t[µ =1= $39-, 858, 7-20 =1= ERN- (100%/7-5%) x QRT:i4XN-
REGN-
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Where: 

64) "GRTAXy•ear" is, for any year, the actual gross receipts tax revenue (not 

including penalties, interest, or administrative fees) due for that year and collected on or before 

June 30 o.ftlw follorvingyear; 

(B) "REG-year" is, for any year, the business registration fee revenue for the 

fiscal year beginning in that year and collected on or before June 30 of that year; 

(C) "ERyear" is tlw computed in accordance ·with subsection (d)(4); 

(D) "$37,216,000," $38,071,000," "38,951,650," and "39,858, 720" are the 

amounts o.f total business registration fee re'.?enue expected for the year prior to the year for 'rl'hich 

},efRyear is being computed; and 

(E) "ADA/year" is an estimate o.f the additional expense incurred by the Tax 

Collector in administering the tax. It shall be established annually by the Controller and shall not 

exceed 2 percent of the sum of the actual payroll expense tax revenue and gross receipts tax re';;enue 

for the prior year. 

(4) Expected Revenue Factor Computation. The Expected Review Factor (ERyear) is, 

for any year, an estimate of the amount of payroll expense tax that would have been collected had a 

1 ?~percent payroll expense tax rate been in effect based on the actual amount o,fpayroll expense tax 

collected in the previous year, the pre';;ious year 's payroll expense tax rate, and an assumed grmvth of 

3 percent in the tax base. Unless the prior year's payroll expense tax rate is zero, the Controller shall 

compute the expectedre';;enuefactor (ERyear) according to the following table andformulas: 

Expected Re'.?enue Factor Computation Table 

Tax ¥ear Expected Re'.?enue (ERy•ear) 

.xJ±4 ER.µ - PA ¥TAXJ-J x 1. 03 

~ ER+s - (1.500?{J/1.350%) x PA ¥T:AX.µ x 1. 03 
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I ER;,; - (J.500%/PAYIIATEto) x PAYTAX;, x 1.03 

ER:.µ - (1.500%/PAYI?ATEM) x PAYTAXM x 1.03 

SEC. 904. APPORTHJNAfENT OF PAYROLL EXPENSE. 

WJzere payroll expense is incurred by reason &j-workperformed or services rendered by an 

individual v;holly within the City, all of the payroll expense for such individual shall be attributable to 

the City andsttbject to tax hereunder. TVherepayroll expense is incurred by reason &jworkperformed 

or services rendered by an individual partly ·within and partly H'itl10ut the City, the portion o.fsuch 

payroll expense attributable to the City (and subject to tax hereunder) shall be determined as follo-ws: 

(a) Except as otherwise prmdded in this section, the portion ofsttch payroll expense 

attributable to the City shall be the portion of such payroll expense v;hich the total number o.f\vorking 

hours employed ·within the City bears to the total number o.fworking hours within and without the City. 

(b) if the amount ofsuch payroll expense depends on the volume of business transacted by such 

individual, then the portion (}fsuch payroll expense attributable to the City shall be the portion o.fsuch 

payroll expense ·which the volume o.f business transacted by such individual in the City bears to the 

volume of business transacted by such individual H'ithin and without the City. 

(c) if it is impracticable, unreasonable or improper to apportion such payroll expenses as 

aforesaid either because of the particular nature o.fthe services ofsuch individual, or on account o.ftlw 

unusual basis of compensation, or fer any other reason, then the amount of such payroll earnings 

reasonably attributable to v,,·orkperfermed or services rendered in the City shall be determined on the 

basis (}fall relef'ant facts and circumstances &jthe particular case, in accordance ·with any rulings or 

regulations issued orpromulgated by the Tax Collector for the purpose. 

(d) if the Tax Collector determines that the percentage o.fpayroll expenses attributable to the 

City, for any one or more persons, is a relatively stable percentage, the Tax Collector may establish 

thatpercentage as aprimafacie evidence &}payroll expense attributable to the City; prof'ided, that the 
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Tax Collector shall condition the establishment o.fsuchfixcdpcrccntagc upon the obligation of the 

taxpayer to report immediately to the Tax Collector any significant change in the taxpayer's mode of 

business ·which may impact the portion of the pcrnon 's payroll expense ·which is attributable to· the City; 

and, providcdfarthcr, that the Tax Collector may rescind any suchfixcdpcrccntagc at any time by 

prmiding ·written notice to the taxpayer o.fsuch rescission. 

SEC. 905 A. SAIAU BUSINESS TAXEXEAIPTHJN. 

(a) Notwithstanding any other provisions of this Article 12 A, a "small business enterprise" as 

hereinafter defined, shall be cxcmptfrom payment of the payroll expense tax; provided, however, that a 

small business enterprise shall pay the annual registration fee pursuant to Section 855 o.f'Articlc 12. 

(b) The term "small business enterprise" shall mean and include any person 1vhosc taxable 

payroll expense docs not exceed $250, 000. 

(c) For the 2011 tax year, and each second succeeding tax year the Tax Collector shall 

increase the ceiling for the small business tax exemption (rounded to the nearest $10, 000 increment) to 

reflect increases in the United States Department ofLabor 's Bureau ofLabor Statistics consumer price 

index for all urban customers for the San Francisco Oakland San Jose area for each of the preceding 

tve'o tax years. 

SEC. 906. EXEMPTHJNPROVJSI-OJVS. 

(a) Except as provided in Subsection (b) o.fthis Section, an or%Clnization hmdng a formally 

recognized exemption from income tax purnuant to Sections 501 (c) or 501 (d) or 401 (a) of the Internal 

Revenue Code ofl986, as amended, as qualified by Sections 502, 503 and 504 ofthe Internal Revenue 

Code of 1986, as amended, shall be exemptfrom taxation under this Article. 

(b) Except for an organization described in Section 501 (c) (3) of the Internal Revenue Code of 

1986, as amended, an organization otherwise cxcmptfrom taxation under Subsection (a) of th,is Section 
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that is directly engaged within the City in an unrelated trade or business within the meaning o.f 

Section 513(a) of the Internal Revenue Code a.fl 986, as amended, and has, from its mvn operations, 

unrelated business taxable income within the meaning ofSection 512(a)(l) o.fthe Internal Re',;enue 

Code ofl986, as amended, shall pay the Payroll Expense Tax equal to the amount calculated by 

multiplying the tax v,ihich would have been due under #lis Article if the organization were not an 

exempt organization by the percentage ·which its unrelated business receipts bear to its total receipts. 

!fit is impracticable, unreasonable or improper to allocate such or~nization 'spayroll expense as 

aforesaid either because afthe particular nature of the organization's unrelated trade or business or 

the particular nature afthe services pro-vided to the organization in connection tlwreH'ith by its 

employees, or on account of the unusual basis of compensation, or for any other reason, then the 

amount o.fsuch payroll expense reasonably attributable to ·work performed or services rendered in the 

City shall be determined on the basis a.fall relevant facts and circumstances o.fthe particular case, in 

accordance ·with any rulings or regulations issued or promulgated by the Tax Collector for the 

purpose. 

(c) Blind persons licensed under the provisions o.fChapter 6A af Title 12 of the United States 

Code ("Vending Stands for Blind in Federal Buildings") and Article 5 of Chapter 6 o.f Part 2 o.f 

Division 10 of the Weljare and Institutions Code of the State a/California ("Business Enterprises for 

the Blind'') need not include in the computation a/payroll expense the first $15, 000 ofpayroll expense 

in any one yea-r which is attributable to their licensed operations ·within the City. 

(d) Skilled Nursing Facilities licensed under the pro-visions af Title 22, California 

Administratiw Code, Di-vision 5 ("Licensing and Certification ofHealth Facilities and Referral 

Agencies") Chapter 3 ("Skilled Nursing Facilities"), shall be exemptfrom taxation under t,kiis Article. 
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(e) For only so long as and to the extent that the City isprohibitedjrom imposing the tax under 

this Article, the followingpersons shall be exemptfrom the Payroll Expense Tax: 

(1) Banks andfinancial corporations exemptfrom local taxation under Article XIII, 

Section 27 oftlw California Constitution and Revenue and Taxation Code Section 23182,· 

(2) Insurance companies exemptfrom local taxation under Article XIII, Section 28 of 

the California Constitution; 

(3) Persons engaging in business as afar hire motor carrier o,fproperty under Re'~enue 

and Taxation Code Section 7233; 

(4) Persons engaging in intercity transportation as a household goods carrier under 

Public [lfilities Code Section 532 7,· 

(5) Charter party carriers operating limmtsines that are neither domiciled nor maintain 

a business office vv'ith the City under Public Utilities Code Section 53 71. 4; 

(6) Any person upon H'hom the City is prohibited under the Constitution or statute o,f the 

state ofCaliforniafrom imposing the Payroll Expense Tax. 

(/) To the extent that any taxpayer has paid a substantially similar tax to any other taxing 

jurisdiction on any payroll expense taxed under this Article, the tax paid to such taxingjurisdiction 

shall be credited against the tax due under this Article. 

(g) ,Vo thing in t,71,is Article shall be construed as requiring the payment of any tax for engaging 

in a business or the doing of an act v,·hen such payment ·would be in violation of the Constitution or a 

statute of the United States or of the Constitution or a stati1te of the State of California. 

SEC. 906A. ENTERPRISE ZOlVE '£4X CREDlI. 

(a) A credit against this tax shall be allmnd for each person ·who maintains afixedplace of 

business ·within the San Francisco Enterprise Zone and ·who, between January 1, 1992 and the effective 

date o,fthis legislation, creates one or more neH' jobs and hires employees ·who qualify under 
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Subsection (b) &jthis Section,· pro'Vided, however, that in no event shall the tax credit reduce a person's 

tax liability to less than zero. }Aoreover, the tax credits shall only serve as an offset against the 

additional tax #wt H'ould be paid as a result of additional hiring by a business v.Jithin the zone. Each 

person claiming this credit shall file rl>'ith the Tax Collector, on a form prescribed by tlw Tax Collector, 

an affidavit attesting to facts establishing his or her entitlement to the tax credit; said affida'.tit shall be 

supported by state tax credit forms (EDD, DSS, and PIG). 

(b) An employee is a "qualified employee" for purposes of computing this tax credit if he or 

she is neH·ly hired by the taxpayer on or after January 1, 1992 and either (1) is receiving subsidized 

employment training or services under the terms of the Federal Job Training Partnership Act (JTPA); 

or (2) is registered in the Greater Avenues for Independence (GAIN) Program,· or (3) is certified by the 

Employment Development Department as eligible for the federal W-0rk Opportunity Credit Program; or 

(4) is recei'Ving General Assistance. 

(c) The tax credit, for each qualified employee, shall be a varying percentage o.fthe additional 

tax that ·would be incurred as a result of additional wages paid for 1+10rkperformed v;ithin the 

Enterprise Zone, and the dollar amount ofsuch tax credit shall depend both upon the duration of 

employment as of the date payroll taxes are due, and the eligible ·wages paid, as follm;s: 

(1) The eligible wages to which the percentage is applied shall be limited to ',vages paid 

for work performed by the qualified employee while physically present ·within San Francisco. 

(2) The percentage to be applied to eligible ·wages shall depend upon the employee's 

duration of employment as follows: 

Dumtion o-}Enipleyment (;.redit 24llewed on Pay10U Hix ~iahility 

First 2 4 months J{){)% 

Second 2 4 months W% 

Third 2 4 months 8% 

1B:.ourth 2 4 months , B% 
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J F'iflh 2 4 months 114% 

(d) On or after the effective date of this legislation a credit against this tax shall be allo~ved for 

each person -who maintains a fixed place o.f business within the San Francisco Enterprise Zone and 

v.ilw hires 1w1v employees -who qualifj· under Subsection (/) of this Section,· prmided, however, that in 

no eilent shall the tax credit reduce a person's tax liability to less than zero. A1oreover, the tax credits 

shall only serw as an offset against the tax that would be paid as a result of hiring by a business H'ithin 

the zone. Each person claiming thds credit shall file v,,·ith the Tax Collector, on a form prescribed by the 

Tax Collector, an affidavit attesting to facts establishing his or her entitlement to the tax credit; said 

affidavit shall be supported by applicable State tax credit forms (EDD, DSS) and an approiled state 

enterprise zone voucher. 

(e) "Enterprise zone" means the area within the City and County ofSan Francisco designated 

as an enterprise zone by the State Department o.fHousing and Community Development pursuant to 

Chapter 12.8 (commencing-with Section 7070) o.fDiilision 7 of Title 1 ofthe Goilernment Code. 

(/) "Qualified employee " means a San Francisco resident who meets all &jthe follmving 

requirements: 

(1) At least 90percent of-whose services fer the taxpayer during the taxable year are 

directly related to the conduct o.fthe taxpayer's trade or business located in an enterprise zone. 

(2) Performs at least 50 percent o.fhis or her services for the taxpayer during the 

taxable year in an enterprise zone. 

(3) Is hired by the taxpayer after the date of original designation &jthe area in which 

ser,;ices were perfonned as an enterprise zone. 

(4) Is any &j the following: 

(i) Immediately preceding the qualified employee's commencement &f 

employment with the taxpayer, was a person eligible for services under the Federal Job Training 
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Partnership Act (29 US. C. Sec. 1501 et seq), or its successor, who is receiving, subsidized 

employment, training, or servicesfimded by the F'ederal Job Training Partnership Act, or its successor. 

(ii) Immediately preceding the qualified employee's commencement &f 

employment ·with the taxpayer, was a person eligible to be a voluntary or mandatory registrant under 

the Greater Awnues for Independence Act ofl 985 (GAIN) provided for pursuant to Article 3. 2 

(commencing with Section 11320) of Chapter 2 &j Part 3 o.fDivision 9 of the W~ljare and Institutions 

Code, or its successor. 

(iii) Immediately preceding the qualified employee's commencement of 

employment with the taxpayer, ·was an economically disadvantaged individual 14 years ofage or older. 

(iv) Immediately preceding the qualified employee's commencement of' 

employment ·with the taxpayer, was a dislocated worker 1vho meets any &jthe following: 

(aa) Has been terminated or laid &jf or who has received a notice o.f 

termination or lay&jf from employment, is eligible for or has exhausted entitlement to unemployment 

insurance benefits, and is unlikely to retttrn to his or her previous industry or occupation. 

(bb) Has been terminated or has received a notice &j termination o.f 

employment as a result &janypermanent closure or any substantial lay&jfat a plant, facility, or 

enterprise, including an individual ·who has not received written notification but ·whose employer has 

made a public announcement &jthe closure or lay&.ff. 

(cc) Is long term unemployed and has limited opporttmities for 

employment or reemployment in the same or a similar occupation in the area in which the individual 

resides, including an individual 55 year.s o.f age or older ',vho may ha';e substantial barriers to 

employment by reason &jage. 

(dd) Was self employed (including farmers and ranchers) and is 

unemployed as a result o.fgeneral economic conditions in tl10 community in which he or she resides or 

because &j natural disasters. 
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(ee) w~ a civilian employee &jthe Department &}Defense ernployed at 

a military installation being closed or realigned under the Defense Base Closure and Realignment Act 

&/1990. 

(ff) Was an activ1e member &jthe armed forces or iVational Guard as af 

September 30, 1990, and ·was either imoluntarily separated or separatedpursuant to a special benefits 

program. 

(gg) Is a seasonal or migrant H'orker ·who experiences chronic seasonal 

unemployment and underemployment in the agriculture industry, aggravated by continual 

advancements in technology and mechanization. 

(hh) Has been terminated or laid &jfor has recei1Jed a notice of' 

termination or Zaya.ff, as a consequence &/compliance vv'ith the Clean Air Act. 

(v) Immediately preceding the qualified employee's commencement of' 

employment ·with the taxpayer, ·was a disabled individual ·who is eligible for or enrolled in, or has 

completed a state rehabilitation plan or is a service connected disabled veteran, -.,,·eter€lf'l ofthe Vietnam 

era, or veteran ·who is recently separatedfrom military service. 

(vi) Immediately preceding tlw qualified employee's commencement of 

employment ';,iith the taxpayer, ·was an ex offender. An indi,,.idual shall be treated as comicted if he or 

she was placed on probation by a state court without a finding o,fguilt. 

{-.,,
1ii) Immediately preceding the qualified ernployee 's commencement o,f 

employment with the taxpayer, ·was a person eligible for or a recipient of any of the following: 

(aa) Federal Supplemental Security Income ben(}fits. 

(bb) Aid to Families ·with Dependent Children. 

(cc) Food stamps. 

(dd) State and local general assistance. 
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(viii) Immediatel-ypreceding the qualified CJnployee 's commencement of 

employment ·with the taxpayer, was a member ofa federally recognized Indian tribe, band, or other 

group o.fNative American descent. 

(ix) Immediately preceding the qualified employee's commencement of 

employment 1'r'ith the taxpayer, was a member ofa targeted group, as defined in Section 51 (d) of the 

Internal Revenue Code, or its successor. 

(g) The tax credit, for each qualified employee, shall be a varyingpercentage o.fthe tax that 

H'ould be incurred as a result ofwages paid for workperformed within the Enterprise Zone, and the 

dollar amount of such tax credit shall depend both upon tlw duration of employment as o.fthe date 

payroll taxes are due, and the eligible rPages paid, as follm'r's: 

(1) The eligible wages to ·which the percentage is applied shall be limited to 1vages paid 

for workperformed by the qualified employee ·while physically present within San Francisco. 

(2) The percentage to be applied to eligible ·wages shall depend upon the employee 's 

duration of employment as folloVv'S: 

lJUFlltion &}Employment (:;.,,edit 24Uowed on PffYMll ~ -billhility 

,_'fLirst :2 4 months -JOO% 

Second :2 4 months J()% 

Third :2 4 months :2-5% 

,_fi:eurt-,"t :2 4 months -1-5% 

Fifth :2 4 months ]-()% 

(h) This Section 906A shall expire by operation of law on December 31, :20:21, unless extended 

by the Board &jSuperiJisors or the iJoters, and the City Attorney shall cause it to be removedfrom 

fitture editions of the Business and Tax Regulations Code. 
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SEC. 906.1. BI-OTECHJVOLOGYEXCLUSI-OJV. 

(a) Any person engaging in biotechnology business ·within the city may excludefrom their 

payroll expense all compensation paid to, on behalf of or for the benefit ofall employees afthatperson, 

and all distributions by an Association by ·way afsalary to those having an ownership interest in such 

Association, who or thatperform substantiall-y· all ·work or render substantially all services in dirqct 

support of such person 's biotechnology business, subject to the conditions and limitations set forth in 

this Section. For purposes afthis Section, outside contractors shall not be considered employees of the 

biotechnology business. P'orpurposes afthis Section, "biotechnology business" means conducting 

biotechnology research and experimental development, and operating laboratories for biotechnology 

research and experimental development, using Dl>fA, cells, and/or bioprocessing techniques, as well as 

the application thereof to the development Qf therapeutics, diagnostic products andlor de-vices to 

improve human health, animal health, and agriculture. 

(b) ,_%rpurposes ofthis section, "]),VA" is a nucleic acid sequence, orfragment there&}, that 

contains the genetic information for cell growth, division, andfimction. Exampk!s ofDl'!A include 

recombinant Dl>fA, RIVA, mR _ _,_71/A, antisense, RiVAi, genes and ESTs. 

(c) ,_T£or purposes ofth:is section, "cells" are membrane bound structures containing 

biomolecules, such as nucleic acids, proteins, andpolysaccharides. This definition includes both 

prokaryotic (bacterial) and eukaryotic (animal or plant) cells. Examples include primary cells, 

transformed or cultured cells, stem cells, iPS, ESCs, fased ceUs and cell lines. 

(d) Forpurposes o.fthis section, "bioprocessing" is the use ofmicrobial, plant, or animal cells 

or portions tlwreo.f; for the production af therapeutics or diagnostics. Bioprocessing includes the 

extraction afcompoundsfrom biomaterials; reaction ofbiomaterials, such as microbial fermentation, 

cell culture, cell fusion or biotransfermation by enzymes; and separation afproductfrom biomaterials 

usingfiltration, purification, precipitation, centrifugation, solvents, chromatography or other means. 
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(e) The biotechnology exclusion authorized under this Section shall be available to and may be 

taken by each person engaging in the biotechnology business in the City for a period o.fseven and one 

halfyears:from the effecti'Pe date ofth,is Section or the commencement of the person 's biotechnology 

business in the City, ·whichever is later. The date the Director of Public Health or his or her designee 

received the person's application for a business registration certificate for the person's biotechnology 

business shall be presumed to be the date o.f commencement of such business unless the person 

establishes a different commencement date to the satisfaction of the Tax Collector. 

(/) Jn order to be 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 Director o,fthe Department of 

Public Health or his or her designee for review and evaluation. The Director of the Department of 

Public Health, or his or her designee shall hm•e authority to develop eligibility criteria for the 

biotechnofogy exclusion, which shall include participation in the City's First Source Hiring Program 

as defined in Section 83. 4 of the Administrath•e Code. 

(2) After approval, file an annual affidavit vdth the Department o.f Public Health 

affirming t,"iat t"zey continue to meet the eligibility criteria as determined by the Department of Public 

Healt"z. The affidavit must bejiled·with t,"ze Department o.fPublic Health on or before January 31 o.f 

every year after t"ze year the application is first approved. 

(3) },{aintain a reasonable method of documentation that can be reviev,·ed or verified 

objectively that tracks hmF employees whose compensation qualifies for the payroll expense tax 

exclusion spend their time at v;ork, andprovide such documentation to the Tax Collector upon request. 

(4) F'ile an annual Payroll Expense Tax Return ·with t,"ze Tax Collector regardless of the 

amount o.ftax liability shovm on t"ze return after claiming t"ze exclusion provided fer in this Section. 

(5) F'ile annual affidavits ve'ith the Office ofEconomic and Worliforce Dewlopment 

detailing the total number of individuals hired, the number ofindh·iduals hired 1+·ho ·were referred by 
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the San Francisco WorJeforce De-velopment System, and the duration o.f employment for each individual 

hired. The affidavits must be filed H'ith the Office a/Economic and W-0rliforce Development on or 

before January 31 o.fevery year after the year the application isfirst appro-ved. 

(g) The biotechnology exclusion authorized under this Section shall expire on the tenth 

anniversary date &jthe effective date of this Section. Unless exempted under Sections 906 &/this 

Article, every person engaging in the biotechnology business in tlw City shall pay the tax imposed 

under th.is Article on the fall amount &j#wperson 'spayroll expense attributable to the Cityfrom and 

ajfor the expiration o.fthis Section. 

(h) Ifa person 's taxable payroll for al'/,y year does not exceed tlw small business exemption 

amount as defined in Section 905 A, the person shall be exemptfrom payment o.fthe Payroll Expense 

Tax fer that year. 

(i) The Tax Collector shall submit an annual report to the Board ofSupenisors for each year 

for ·which the biotechnology exclusion authorized under this Section is available that sets forth 

aggregate information on the dollar vahw ofthe biotechnology exclusions taken each year, the number 

of businesses taking the exclusion, the change in the number of biotechnology businesses engaging in 

business in the City, and al'/,y increase or decrease in the number o.f jobs in the biotechnology business 

sector compared to the number &j jobs in the biotechnology business sector for the immediately 

preceding calendar year. 

(j) The Assessor Recorder and the Tax Collector shall jointly prepare and submit an annual 

report to the Board &/Supervisors for each year fer ·which the biotechnology exclusion authorized 

under t'1is Section is a-vailable that sets forth affy increases in property taxes resitltingfrom 

biotechnology businesses location, relocation or expansion to or ·within t'1e City. 

(k) The A1ayor 's Office ofEconomic Development shall coordinate community educational 

·workshops on the biotechnology industry. 
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(I) The Controller, afterfi'.te yearsfrom the enactment of this Ordinance, shall perform an 

assessment and reviev,' o.fthe effect o.fthe biotechnology tax exclusion. Based on such assessment and 

review the Controller shall prepare and submit an analysis to the Board ofSuper;isors. The analysis 

shall be based on criteria deemed relevant by the Controller, and may include but is not limited to, data 

contained in the annual reports to the BoardofSupenisors as required by subsections (i) and (j) o.fthis 

Section. 

SEC. 906.2. CLEAl-l TECHNOLOGY BUSINESS EXCLUSHJlV. 

(a) Any person that employs afall time stajfofnot more than one hundred employees and is 

engaging in a clean technology business may exclude from the person 's payroll expense all 

compensation paid to, on behalf a.for for tlw benefit of the pernon 's employees, and all distributions by 

an association by ·way ofsalary to those having an ownership interest in such association, ·who or that 

perform substantially all ·work or render substantially all services in direct support o.fsuch person 's 

clean technology business activities, subject to the conditions and limitations set forth in this Section. 

For purposes of this Section, outside independent contractors shall not be considered employees of the 

clean technology business. 

(b) For purposes of this section, the follo-wing terms shall have the meanings set forth belo·w: 

(1) The term "person" includes the combination ofall domestic subsidiaries, affiliates 

and other business entities related by m+'nernhip including but not limited to partnerships, joint 

ventures, limited liability companies, corporations and other business organizations of-whatever form. 

Any beneficial o·wnership ofthe stock ofpublicly traded corporations shall not be considered for 

purposes of this definition. 

(2) The term "business JJ is as defined in Section 6. 2 5 ofArticle 6 o.f tlw San Francisco 

Business and Tax Regulations Code. 
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(3J The term "association" is as defined in Section 6. 2 4 o.fArticlc 6 o.f the San 

Francisco Business and Tax Regulations Code. 

(4J "Clean energy" means energy utilizing cncrgyproduccd by 1l'ind, solar energy, 

landfill gas, geothermal resources, ocean thermal cncr15y conversion, quantifiable cncrf!:>' conservation 

measures, tidal c1wr15)', ·wave energy, biomass, biofiwls, or hydrogcnjiwls dcrivcdfrom renewable 

sources, excluding (A) anyfossiljiwl based energy production, including but not limited to, clean coal, 

clean diesel, natural gas and hydrogen from natural gas, (B) any nuclear based cncrf!:>'production, 

(CJ waste to energy via combustion or incineration, or/and (DJ other technologies that arc detrimental 

to human health. 

(5J "Clean technology business" means a business in which at least seventy-five 

percent of all business activities carried on during the tax year arc directly related to one or more of 

the follmving activities: 

~4J research and development and/or associated mamifacturing applying 

scientific advances to the production, distribution or storage ofcl-ean energy; 

(BJ research and dewlopment and1or associated manufacturing applying 

scientific advances to prototype or commercially viable materials and products powered by clean 

energy, including but not limited to single passenger vehicles andji1eling infrastructure; 

(C) research and development and1or associated mamifacturing applying 

scientific advances to prototype or commercially viable techniques, materials andproducts that . 

materially improve energy efficiency, water conservation or air quality; 

(D) research and development, mamifacture and1or installation ofsolarpanels: 
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(c) In order to be 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 Director of the Department of the 

Environment for revieH' and evaluation. 

(2) After apprmal, file an annual affidavit ·with the Department of the Environment 

affirming that they continue to meet the eligibility criteria set forth in regulations adopted by the 

Department of the Environment. The affidavit must be filed with the Department o,fthe Environment on 

or before January 31 o.f ewry year after the year the application is .first approved. 

(3) A1aintain a reasonable method ofdocumentation that can be revie·wed or verified 

objectively that tracks how employees 1vhose compensation qi1alifies for the payroll expense tax 

exclusion spend their time at ·work, andpro';ide such documentation to the Tax Collector upon request. 

(4) :F'ile an anmtal Payroll Expense Tax Return with, the Tax Collector regardless of the 

amount o,f tax liability shown on the return after claiming the exclusion provided fer in this Section. 

(5) F'or clean technology businesses in business sectors eligible fer Green Business 

recognitionfrom the City under Chapter 15 of the Environment Code and implementing regulations, 

qualif)' as a Green Business, and (2) complete and submit all required applications for Green Business 

recognition at least ninety days prior to the close of the tax year for Vv'hich the payroll tax exemption is 

requested. 

(d) The Director o.f the Department o,fthe Environment shall: 

(1) ,Vo later than the effective date of this ordinance, after a public hearing, adopt rules, 

regulations and forms regarding eligibility and the application process for the payroll tax expense 

exclusion. The Director of the Department of the Environment may amend such rules, regulations and 

formsfrom time to time as necessary. 

(2) Review all applications for completeness and if an application is approved issue a 

certificate of eligibility to the applicant. The Director's decision on the application shall be final. 
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(3) Provide the Tax Collector ·with a list of pernons eligible to claim the tax exclusion 

authorized under this Section for the preceding tax year by A/arch 1 of each year. The Tax Collector 

shall grant or deny tlw tax exclusion on the basis o,fthe Department o.fthe Emtironment 's 

determination along ·with the revie-w, at the Tax Collector's option, of the documentation maintained by 

the employer under Subsection (c) (3) o.f this Section. 

(e) The clean technology exclusion authorized under this Section shall be available to and may 

be taken by apersonfor each taxyear thatperson holds a valid certificate ofeligibilityfor aperiodo.f 

ten yearsfrom tlw effectlve date of this Section or tlw commencement oftlw person's clean technology 

business in the City, ·whichever is later. The date the Tax Collector first received the person 's 

application for a business registration certificate for the person's clean technology business shall be 

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

commencement date to the satisfaction of the Tax Collector. 

(/) The clean technology exclusion authorized under this Section shall expire on tlwfifteenth 

anniversary date of the effective date of this Section. A pernon may not use or claim any unused 

portion o.f the ten year clean technology exclusion after the expiration date of this Section. Unless 

exempted under Sections 906 of this Article, every person engaging in a clean technology business in 

the City shall pay the tax imposed under this Article on the fall amount r:fthe pernon 'spayroll expense 

attributable to the City from and after tlw expiration o.f this Section. 

(g) Jfaperson 's calculated liabilityfor the Payroll Expense Tax does not exceed the ceiling 

specified in Section 905 A for the tax year after applying the clean technology exclusion under t'1is 

Section, the person shall be exemptfrompayment ofthe Payroll Expense Tax for that tax year as 

provided in Section 905 A. 

(h) The effecti-ve date of this Section 906.2 shall be January 1, 2006 except that the amendments 

to Section 906. 2 made by Ordinance 313 08 do not apply to tax years beginning before 

January 1, 2009. 
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(i) The Tax Collector shall submit an annual report to the Board ofSupervisors for each year 

for which tlw clean technology exclusion autl10rized under this Section is mailable that sets forth 

aggregate information on the dollar value of the clean technology exdusions taken each year, the 

number o.f businesses taking the exclusion, the change in the number o.fclean technology businesses 

engaging in business in the City, and any identifiable increase or decrease in the number &j jobs in the 

clean technology b-usiness sector compared to tlw number o.f}obs in the clean technology business 

sector for the immediately preceding calendar year. 

(j) The Assessor Recorder shall submit an annual report to the Board &jSupervisor.s for each 

year for -which the clean technofogy exclusion authorized under this Section is available that sets forth 

any identifiable increases in property taxes resultingfrom clean technology businesses location, 

relocation or expansion to or -within the City. 

(k) The Controller, after three yearsfrom the enactment ofthis Ordinance, shall perform an 

assessment and reviev.· of the effect o.f tlw clean technology tax exclusion. Based on such assessment 

and review the CoNtroller shall prepare and submit an analysis to the Board ofSupen1isor.s. The 

analysis shall be based on criteria deemed relevant by the Controller, and may include but is not 

limited to, data contained in the annual reports to the Board ofSupervisors as required by 

subsections (i) and (j) of this Section. 

(!) A misrepresentation or misstatement by any person regarding eligibility' for the clean 

technologypayroll 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 prmided in Section 6.17 2 of 

Article 6 of the San Francisco Business and Tax Administrative Code. 
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SEC. 906.3. CENTRAL ,MARKETSTREETAND TENDERLOLVAREA PAYROU EXPENSE 

L4XEXCLUSHJlV. 

(a) An exdusionfrom the payroll expense tax shall be alfowedfor each person ·who maintains a 

fixed place of business within the Central hfarket Street and Tenderloin Area for payroll expense 

attributable to thatfixed location; .provided, hmvever, that in no event shall the tax exclusion reduce a 

person's tax liability to less t,71an t71e person's Base Year payroll expense tax liability. 

(b) F'orpurposes o.fthis Section, t,71efollmving terms shall ha;,•e the meanings set forth belo·w: 

(1) "Central A1arket Street and Tenderloin Area" means the area located in dmvnto·wn 

San Francisco, generally including: parcels fronting the south side of},farket Streetfrom Eleventh 

Street to Sixth Street; a portion o.f t71e parcels fronting the sout,71 side ofAtfarket Streetfrom Sixt,71 Street 

to F'ifth Street (odd numbered addressesfrom 999 to 933 Atfarket Street); parcels fronting the north side 

ofJ,farket Streetfrom Van ,·\Tess Avenue to Eighth Street; 875 Stevenson Street; andparcels in t,71e area 

bordered by: Ellis Streetfrom Polk Street to }Jason Street (sout,71 side only); Atfason Street, from Ellis 

Street to },tfarket Street (·west side only); },/arket Street, from Mason Street to Charles J Brenha:-n Pl-ace 

(nort,71 side only); Charles J Brenham Place, from },tfarket Street to AtfcAllister Street (east side only); 

J.tfcAllister Street, from Charles J Brenham Place to Larkin Street (north side only); Larkin Street, 

from },tfcAllister Street to Eddy Street (east side only); Eddy Street, from Larkin Street to Polk Street 

(north side only); and Polk Street, from Eddy Street to Ellis Street (east side only). The exclusion 

applies exclusifJely to the following Assessor's Lots: the entirety of'Blocks 0331, 0332, 0333, 033 4, 

0335, 0336, 0337, 0338, 0339, 0340, 0342, 0343, 0344, 0345, 0346, 0347, 0348, 0349, 0350, and 0740; 

Block 0813, Lots, 7, 8, 9and1 O; Block 0835, Lots 1, 2 and 3; Block 3701, Lots 50 and 59; Block 3702, 

Lots 1, 45, 46, 47, 48, 48A, and 53; 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 and 41; 

Block 3508, Lots 1 and 39; Block 0355, Lots 3, 4, 5, 6, 7, 8, 9, 10and15; and Block 0351, Lots 1, 22, 

39, 41, 46, 47, 49 and 51. 
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(2) "Base Year" means the 2010 tax year for a person who maintains ajixedplace o.f 

business in tlw Central },4arlwt Street and Tenderloin Area on the effective date of this ordinance, 

pro';lided that the person maintained a fixed place o.f business in the Area for the entirety o,fsuch tax 

year. If the person did not maintain ajixedplace o.f business in the Area for the entirety of2010, then 

thefirstfull tax year thatpernon maintains afixedplace &/business in the Area shall be the Base Year. 

For a person who mmes a business to the Central },4arlwt Street and Tenderloin Areafrom another 

part of San Francisco, Base Year means that person's full tax year for the year prior to entering into a 

lease agreement or buying real property in the Area, prmided thatpernon ·was doing business in 

San Francisco for the entirety ofsuch tax year. F'or a person who commences to maintain a fixed place 

o.fbusiness in San Francisco after the effective date o,fthis ordinance, Base Year means that person's 

firstfull tax year in the Area. 

(c) In order to be eligible for the payroll expense tax exclusion authorized under this &ction, 

persons ·wishing to claim the exclusion must: 

(1) Complete and submit an initial application to the Office ofEconomic and W-0rleforce 

Development for re';lie•v and evaluation. The Office o.fEconomic and Workforce Dewlopment will use 

this application to verijj· that applicants claiming the payroll expense tax exclusion under this &ction 

meet tlw eligibility requirements outlined in this subsection (c). The Office ofEconomic and W-0rleforce 

Development and the Office afthe Treasurer and Tax Collector shall prescribe the form o.fthe 

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

Central },efarket Street and Tenderloin Area payroll expense tax exclusion, which shall include 

participation in the City's F'irst Source Hiring Program as defined in &ction 83. 4 of the Administrative 

Gede-: 

(2) F'ile an annual affidavit with the Office ofEconomic and Worliforce Development 

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

Worliforce Development. The annual affidmit should detail the total number o.f indi';iduals hired 
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during the year, the number of individuals ·who ·were referred by the San Francisco Worlfforce 

De-velopment System during the year, and the duration of employment for each indi-vidual hired dttring 

the year. The affidavit must be filed ·with the Office o.fEconomic and Wflrlf!orce Development on or 

before December 31 of each year subsequent to tlw Office o,fEconomic and W-0rleforce De';elopment 's 

initial approval of the application. 

(3) }.!aintain records and documents in a manner acceptable to the Tax Collector. Such 

records and documents must objecti';ely substantiate any exclusion claimed under this Section and be 

provided to the Tax Collector upon request. 

(4) File a timely annual Payroll Expense Tax Return and affJdavit ·with the Tax 

Collector regardless of the amount of tax liability, ifany, shovm on the return after claiming the 

exclusion pro-vided for in this Section. 

(5) Any person ·whose annual payroll expense exceeds one million dollars ($1, 000, 000) 

shall enter into a binding Community Benefit Agreement with the City Administrator in order to be 

eligible for the payroll expense tax exclusion under this Section. Such Community Benefit Agreement 

may include commitments to engage in community acti-vities in the Central A1arket Street and 

Tenderloin Area as v;ell as participation in ·workforce de-velopment opportunities. 

(d) The Office ofEconomic and W-0rlfforce Development shall: 

(1) Together ·with the Office of the Treasurer and Tax Collector, adopt rules, 

regulations andfonns regarding eligibility and the application process for the Central 1\1arket Street 

and Tenderloin Area payroll expense tax exclusion. The rules, regulations and forms may be amended 

from time to time as necessary. 

(2) Revie1~· all applications for completeness and upon approval, issue a certificate of 

eligibility to the applicant. The decision ofthe Office o.fEconomic and Worliforce Development 

regarding eligibility/or the exclusion may not be appealed by an applicant. 
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(3) Prmide the Tax Collector rl'ith a list ofpersons eligible to claim tiw tax exclusion 

authorized under this Section for the preceding tax year by },1arch 1 of each year. 

(e) The Tax Collector shall verify that any exchfSion claimedpursuant to this Section is 

appropriate. 

(/) The Central k!arket Street and Tenderloin Area exclusion authorized under this Section 

shall be available to and may be taken by each person for each tax year that person holds a valid 

certificate o.f eligibility for a period not to exceed six years from the effective date o.fthds ordinance or 

the commencement of the person's btfBiness in the Central },/arket Street and Tenderloin Area, 

v;hichever is later. The date the Tax Collector first recei'.Jed tlw person's application for a business 

registration certificate for the person's Central Afarket Street and Tenderloin Area business shall be 

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

commencement date to the satisfaction of the Tax Collector. 

(g) The Central }4arket Street and Tenderloin Area exclusion authorized under this Section 

shall expire on the eighth anniversary date of the effective date o,fthis Section. A person may not use or 

claim any unusedportion afthe Central },1arlwt Street and Tenderloin Area exclusion after the 

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

engaging in a business in the Central },tfarket Street and Tenderloin Area in the City shall pay the tax 

imposed under this Article on the fall amount afthe person's payroll expense attributable to the City 

from and after the expiration of this Section. 

(h) Jfaperson 's calculated liability/or the payroll expense tax does not exceed the ceiling 

specified in Section 905 A fer the tax year after applying the Central l4arket Street and Tenderloin 

Area exclusion under this Section, the person shall be exemptfrom payment o,f the payroll expense tax 

for that tax year as provided in Section 905 A. 

(i) The Tax Collector shall submit an annual report to the Board of Supervisors for each year 

for which the Central },tfarket Street and Tenderloin Area exchfSion authorized under this Section is 
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mailable that sets forth aggregate information on the dollar value of the Central A1:arket Street and 

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

change in the number o.f businesses located in the Central },{arket Street and Tenderloin Area of the 

(j) The Office of the City Administrator shall submit an annual report to the Board o.f 

Supervisors for each year for ·which the Central ~Market Street and Tenderloin Area exclusion 

authorized under tlzis Section is available that sets forth any and all Community Benefit Agreements 

that ha-ve been entered into ·with the Office o.fthe City Administrator during tlzatyear. 

(k) The Assessor Recorder shall submit an annual report to the Board ofSupervisors for each 

year for which the Central }darket Street and Tenderloin Area exclusion authorized under this Section 

is available that sets forth any identifiable increases in property value resultingfrom businesses' 

location, relocation or expansion to or ·within the Central },{arket Street and Tenderloin Area. 

(l) The Controller, not later than three years ajttJr tlze effecti-ve date of this ordinance, shall 

perform an assessment and review ofthe effect of the Central },hrket Street and Tenderfoin Area 

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

assessment and re-view the Controller shall prepare and submit an analysis to the Board of Supervisors. 

The analysis shall be based on factors t,lzat the Controller deems relevant, and may include, but shall 

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

subsections (i), (j) and (k) o.fthis Section. 

(m) The Central },{arket Street and Tenderloin Area payroll expense tax exclusion set forth in 

t,lzis Section may not be claimed concurrently ·with any other payroll expense tax exclusion. 

(rz) A misrepresentation or misstatement by any person regarding eligibility/or the Central 

},1:arket Street and Tenderloin, Area payroll expense tax exclusion autlzorized by this Section t,lzat results 

in the underpayment or underreporting of the payroll expense tax shall be subject to penalties. 

Page 41 



SEC. 906.3 1. CENTRAL AfARKET STREETAlvD TENJJERLO!IVAREA CITIZEN'S 

ADVISORY COAfAf!TTEE. 

(a) There shall be a Central }.4arket Street and Tenderloin Area Citizen 's Advisory Committee 

(the "Citizen's Advisory Committee"). 

(b) The Citizen's Advisory Committee shall be an advisory body whose purpose is to make 

recommendations to the Afayor, Board ofSupervisors, City Administrator, and Office ofEconomic and 

W-0rleforce Development on policies and programs that mitigate the effects of development, bolster 

economic de',•elopment, l-ocal empl-oyment, and community sustainability) and seek to stabilize and 

protect existing tenants, commblnity• based organizations, and small businesses in and around the 

Central },{arket Street and Tenderloin Area. 

(c) Duties of the Citizen's Advisory Committee shall include: 

(1) Advise the City' Administrator of community• issues in order to better align the 

Commblnity Benefit Agreements called for under the Central }.{arlwt Street and Tenderloin Area 

Payroll Expense Tax Exclusion in Section 906.3 ofthis Code, ·with the community' needs. 

(2) }.fake recommendations to the City• Administrator abottt terms and conditions in the 

Community Benefit Agreements called for under the Central }.farket Street and Tenderloin Area 

Payroll Expense Tax Exclusion. 

(3) Provide a report in A/arch and October o.f each year to the Board of-Supervisors 

regarding the implementation and execution of the Community• Bem+fit Agreements called for under the 

Central Afarket Street and Tenderloin ,4rea Payroll Expense Tax Exclusion. The report shall include, 

at minimum, a summary of the Citizen's Advisory Committee's recommendations and votes regarding 

proposed Community• Benefit Agreements, a summary a.factions taken by the City' Administrator in 

response to the Citizen's Advisory Committee's recommendations, and a list ofvacant seats on the 

Citizen's Advisory Committee. 
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(4) }Jake recommendations to the Board of'Supervisors and the Office ofEconomic and 

Worleforce Development on policies, initiatives, and programs that bolster economic development, 

local employment, and community sustainability and seek to stabilize and protect existing tenants, 

community based orj5(1nizations, and small businesses in and around the Central A!arket Street and 

Tenderloin Area. 

(5) Advise the A/ayer, Board ofSupervisors, and City Administrator on the creation ofa 

community developmentfimd that may support ·worleforce de-velopment, community infrastructure and 

programs to mitigate potential displacement ofsmall businesses, community based organizations, and 

tenants. 

(6) Help facilitate partner.ships between persons claiming the Central A!arket Street and 

Tenderloin Area Pa:yroll Expense Tax Exdusion and community organizations, local schools, and 

small businesses. 

(7) Holdpublic hearings regarding Community Benefit Agreements as set forth in 

- subsection 906.3 l(i). 

(d) The Citizen's Advisory Committee shall be composed of five members appointed by the 

Board ofSupenisor.s: 

(1) Seat 1 shall be held either by a person with expertise injob creation or ·workforce 

development or by a person ·who is a resident ofthe Central A!arket Street and Tenderloin Area or 

Adjacent Area. 

(2) Seat 2 shall be held either by a person ·who represents a community based 

organization orprmides direct services to the Central }.ef.arket Street and Tenderloin Area or Adjacent 

Area or by a person who is a resident of the Central A!arket Street and Tenderloin Area or Adjacent 

A-ff& 

(3) Seat 3 shall be held either by a person with expertise on homelessness, transitional 

age youth, or supporti-ve housing, and familiarity vv'ith the Central A!arket Street and Tenderloin Area 
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or Adjacent Area or by a person ·who is a resident of the Central },tfarket Street and Tenderloin Area or 

Adjacent Area. 

(4) Seats 4 and 5 shall be held by residents of the Central },tfarket Street and Tenderloin 

Area or Adjacent Area ·with. expertise or life experience invo!ving homelessness or affordable housing. 

(e) Forpurposes o.f#zis Section 906.3 1, "Adjacent Area" shall mean the area in District 6, 

bounded on the southern side by 13th Street and Tmvnsend Street. 

(/) The terms of members o.fthe Citizen's Advisory Committee in office on the effective date of 

the ordinance in Board ofSupervisors :F'ile 1''10. 170741 and ·whose seats were not eliminated by that 

ordinance shall continue; provided that the terms then in effect for members in renumbered Seats 1 

and 3 shall end at noon on November 2, 2017; and the terms then in effect for members in renumbered 

Seats 2, 4, and 5 shall end at noon on 1'/ovember 2, 2019. The Board ofSupervisors shall appoint 

members to nerv terms, ·which shall commence on the expiration of the previous terms. All of the ne-H' 

terms shall end on January 31, 2021. All members shall serve at tlwpleasure oftlw Board o.f 

Super;Jisors and may be removed by the Board ofSuper.:isors at any time. 

(g) Once each year, the Citizen's Advisory Committee membern shall select such officer or 

officers as deemed necessary by tlw Citizen's Advisory Committee. The Citizen's Advisory Committee 

shall promulgate such rules and regulations as are necessary.for the conduct a.fits business under this 

Section 906. 3 1. In the event a vacancy occurs, a successor shall be appointed to fill #w vacancy 

consistent ·with the process and requirements to appoint the previous appointee. WJten a vacancy 

occurs for a reason other than the expiration ofa term afr>ffice, the appointee to fill such vacancy shall 

hold r>ffice for the unexpired term o.fhis or her predecessor. Any member ·who misses four meetings 

·within a twelve month period, ·without the approval of#w Citizen's Advisory Committee at or before 

each missed meeting, shall be deemed to have resignedfrom the Citizen's Advisory Committee ten days 

efter the fourth unapproved absence. The City Administrator shall inform the Clerk o,fthe Board o.fany 

such resignation. 
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(h) The Citizen's Advisory Committee shall comply with all applicable public records and 

meetings laws and shall be subject to all applicable conflict of interest provisions in State and local 

fflw: 

(i) Duties of the City Administrator. 

(1) The City Administrator shall provide administrative support for the Citizen's 

Advisory Committee, and shall arrange for the Citizen's Advisory Committee to meet no less t,71,an four 

times each calendar year. 

(2) At least 15 days before entering into negotiations regarding the terms ofa 

Community Benefit Agreement, the City Administrator shall iHform the members of the Citizen's 

Advisory Committee in ·writing about t,71,e initiation o,fnegotiations. After receiving the v,•ritten notice, 

the Citizen's Advisory Committee may submit ·written recommendations to t,71,e City Administrator 

regarding t,71,e possible terms of t'1e Community Benefit Agreement. 

(3) Withinfive days a/reaching tentative agreement regarding the terms ofa 

Community Benefit Agreement, t,71,e City Administrator shall transmit copies of the proposed agreement 

to the Citizen's Advisory Committee, and shall coordinate with the members of the Citizen's Advisory 

Committee to convene a meeting to review the agreement. At any such meeting, t,71,e Citizen's Advisory 

Committee may recommend that the City Administrator execute the Commimity Benefit Agreement, 

recommend t,71,at the City Administrator not execute t,71,e Community Benefit Agreement, or make no 

recommendation. Ifthe Citizen's Advisory Committee does not recommend that the City Administrator 

execute the Community Benefit Agreement, t,71,e Committee shall state the reasons t,'1erefor. The City 

Administrator shall not execute any Community Benefit Agreement until after the Citizen 's Advisory 

Committee has held at least one meeting to revie-;+· andprovide recommendations regarding the 

agreement; provided that the City Administrator may execute the agreement if the Citizen's Advisory 

Committee fails to meet ·within 45 days after the transmission o,f t'1e proposed agreement to the 

Citizen's Advisory Committee. Within five days cefter executing the agreement, the City Administrator 

Page 45 



shall trammit the agreement to the Citizen's Advisory Committee ·with a report describing the City 

Administrator's response to each o.fthe Citizen's Advisory Committee's recommendations, if any. 

(4) lfthe Citizen's Advisory Committee fails to prmide a biannual report to the Board 

of Supervisors in }/larch or October as required in si1bsection 906. 3 1 (c) (3), the City Administrator 

shall prepare and submit a report to tlw Board of Supervisors prmiding t}w same information by 

April 15 or }{member 15, respecti';ely. 

0) Unless tlw Board &jSupervisorn by ordinance extends the term &jthe Citizen's Advisory 

Committee, this Section 906. 3 1 shall expire by operation &}lave', and the Citizen's Advisory Committee 

shall terminate, on January 31, 2021. In #wt event, after that date, the City Attorney shall cause this 

Section 906. 3 1 to be removedfrom the Business and Tax Regulations Code. 

SEC. 907. PA YAIENTS, RETURNS, INSTALLAfEtVTPA Yi~1E1VTSAJVD EXTENSI-ONS. 

(a) Payments, returns, installment payments and extensions for persons su!Jject to this Article 

shall be as prescribed in the common administrative provisions set forth in Article 6. 

(b) For tax years commencing after December 31, 2013, a combined group as described in 

Section 956. 3 o.fArticle 12 A 1 mustfile a single payroll expense tax return,· the combined group must 

choose a single pernon to file the return on its behalf Each person within the combined group 

engaging in business in the City must provide a power o.f attorney to tlw person filing the return, 

authorizing the personfiling the return tofil e said return and to act on behabf'r~f each person with 

respect to payments, rcfimds, audits, resolutions, and any other items related to the tax liability 

reflected in the return. The pov/er o.f attorney shall be substantially in a form prescribed or approved 

by the Tax Collector. Each return filed by a combined group constitutes a combined return under this 

Article and Article 6. The personfiling any combined return shall pay the tax liability reflected on the 

return and any liability determined on audit at the time and in the manner set forth for returns and 

liabilities in Article 6. The payroll expense tax liability &}each person ·within a combined group, 
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including any applicable exemptions or exclusions, shall be computed as ifthatperson ·wasjiling its 

o-wn separate return. The total liability on the combined return shall be the sum of the liabilities of 

each person ·within the combined group. 

SEC. 908 .. SA VI1VGS CL4 USE. 

No section, clause, part orprovision o.fthis Article shall be construed as requiring the payment 

of any tax for engaging in a business or the doing of an act when such payment or act ·would constitute 

an unlawfitl burden upon or an unlmvful interference ·with interstate or foreign commerce, or 'r'r'hich 

payment or act would be in violation o.fthe United States Constitution or a statute o.fthe United States 

or of the California Constitution or a statute of the State of California. If any section, clause, part or 

prmision of this Article, or the application there&jto any person or circumstance, is held invalid or 

unconstitutional, the remainder of this Article, including the application ofsuchpart or provision to 

other persons or circumstances, shall not be affected thereby and shall continue infitllforce and effect. 

To this end, the provisions of this Article are severable. 

SEC. 909. AAlEi¥D1UEIVT OF ORDl1\G4NCE. 

The Board ofSupervisors may amend or repeal Article 12 A o.f the Business and Tax 

Regulations Code without a vote of the people except as limited by Article X!!IC of the California 

Constitution. 

Section 5. The Business and Tax Regulations Code is hereby amended by deleting 

Sections 959 and 961 and revising Sections 952, 953, 953.1, 953.2, 953.3, 953.4, 953.5, 

953.6, 953.7, 953.8, 953.9, 954, 954.1, 956.2, 960, and 965 of Article 12-A-1, to read as 

follows: 
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SEC. 952. DEFINITIONS. 

Except where the context otherwise requires, the terms used in this Article 12-A-1 shall 

have the meanings given to them in Sections 6.2-1 et seq. of Article 6 and in Article 12 A. For 

purposes ofthis Article 12-A-l, "pass-through entity" includes a trust, partnership, corporation 

described in Subchapter S ofthe Internal Revenue Code o[l 986, as amended, limited liability 

company, limited liability partnership, professional corporation, and any other person or entity (other 

than a disregarded entity for federal income tax purposes) which is not subject to the income tax 

imposed by Subtitle A, Chapter 1 of the Internal Revenue Code of 1986, as amended, or which is 

allowed a deduction in computing such tax for distributions to the owners or beneficiaries of such 

person or entity. 

SEC. 953. IMPOSITION OF GROSS RECEIPTS TAX. 

(a) Except as otherwise provided under this Article 12-A-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 liability for the gross receipts tax shall be calculated according to Sections 953.1 

through 953.7. 

(b) The gross receipts tax is a privilege tax imposed upon persons engaging in 

business within the City for the privilege of engaging in a business 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-A-l and the 
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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 is in addition to the payroll expense tax 

imposed under Article 12 A. Persons not othenvise exemptfrom the gross receipts tax or payroll 

expense tax shallpay both taxes. Persons exemptfrom either the gross receipts tax or payroll expense 

tax, but not both, shall pay the taxfrom ?vhich they are not exempt. 

(de) Except for subsection (d) ofthis Section, t.Ihe tax on Administrative Office Business 

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-A-l. 

(/) For afive year period beginning in 2015, the Treasurer, Controller, and ChiefEconomist 

shall jointly prepare an annual report to the Atfayor and Board ofSupervisorn on the implementation of' 

the measure. The report shall include projections of collections of the gross receipts tax, compare 

tlwse projections to those anticipated in preparation o,f the measure, and outline impacts of the 

measure on San Francisco 's economy and business community. The report may recommendpolicy, 

administrative, or technical changes for the consideration oftlw },fayer and Board o,fSupervisors that 

further the goals established in the measure. 

SEC. 953.1. GROSS RECEIPTS TAX APPLICABLE TO RETAIL TRADE; WHOLESALE 

TRADE; AND CERTAIN SERVICES. 

(a) The -base-gross receipts tax rate§. provided by this Section is applicable to the 

business activities of retail trade, wholesale trade, and certain services. Commencing on the 

operative date of the Gross Receipts Tax Ordinance, the Controller shall compute the tax rate in 

accordance ·with Section 959, but the base tax rate provided by this Section isare: 
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O) For tax years beginning on or after January 1, 2018 and ending on or be(Ore 

December 31, 2020: 

0.075% (e.g., $0.75 per $1,000) for gross receipts between $0 and $1,000,000 

0.100% (e.g., $1 per $1,000) for gross receipts between $1,000,001 and $2,500,000 

0.135% (e.g., $1.35 per $1,000) for gross receipts between $2,500,001 and 

$25,000,000 

0.169% (e.g., $1.60 per $1,000) for gross receipts over $25,000,000 

(2) For tax years beginning on or after January 1, 2021: 

0.105% (e.g., $1.05 per $1,000) (Or taxable gross receipts between $0 and $1,000,000 

0.14% (e.g., $1.40 per $1,000) (Or taxable gross receipts between $1,000,000.01 and 

$2,500,000 

0.189% (e.g., $1.89 per $1,000) (Or taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0.224% (e.g., $2.24 per $1,000) (Or taxable gross receipts over $25,000,000 

* * * * 

(g) !(the final judicial decision in San Francisco Superior Court Case No. CGC-19-573230 

(City and County of San Francisco v. ALL PERSONS INTERESTED IN THE MATTER OF 

Proposition C on the November 6, 2018 San Francisco ballot, authorizing an increase in specified 

business taxes to fund specified homeless services in San Francisco, and all matters and proceedings 

related thereto) has the effect o[invalidating the Homelessness Gross Receipts Tax in Article 28 of the 

Business and Tax Regulations Code, then (Or tax years beginning on or after January 1 of the tax year 

(Ollowing the date on which such court decision becomes final, the phrase "over $25,000,000" in 

Section 953.l(a){2) shall be replaced with the phrase "between $25,000,000.01 and $50,000,000" and 

there shall be added to the rate tiers in that Section an additional rate tier (Or taxable gross receipts 

over $5 0, 000, 000 with a rate of 0. 3 99%. This additional rate tier shall continue in effect (Or 15 tax 
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years, after which the rate tiers shall return to what the rate tiers would have been absent the increase 

in this Section 953.1 (g). 

SEC. 953.2. GROSS RECEIPTS TAX APPLICABLE TO MANUFACTURING; 

TRANSPORTATION AND WAREHOUSING; INFORMATION; BIOTECHNOLOGY; CLEAN 

TECHNOLOGY; AND FOOD SERVICES. 

(a) The Base-gross receipts tax rate§. provided by this Section is applicable to the 

business activities of manufacturing, transportation and warehousing, information, 

biotechnology, clean technology, and food services. Commencing on the operative date o.fthe 

Gross Receipts Tax Ordinance, the Controller shall compute the tax rate in accordance ·with, 

Section 959, but the base tax rate provided by th.is Section isare: 

(1) For tax years beginning on or after January l, 2018 and ending on or before 

December 31, 2020: 

0.125% (e.g., $1.25 per $1,000) for gross receipts between $0 and $1,000,000 

0.205% (e.g., $2.05 per $1,000) for gross receipts between $1,000,001 and $2,500,000 

0.37tl% (e.g., $3.70 per $1,000) for gross receipts between $2,500,001 and 

$25,000,000 

0.475% (e.g., $4.75 per $1,000) for gross receipts over $25,000,000 

(2) For tax years beginning on or after January l, 2021: 

0.175% (e.g., $1. 75 per $1,000) for taxable gross receipts between $0 and $1,000,000 

0.287% (e.g., $2.87 per $1,000) for taxable gross receipts between $1,000,000.01 and 

$2,500,000 

0.518% (e.g., $5.18per $1,000) for taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0. 665% (e.g., $6. 65 per $1, 000) (or taxable gross receipts over $25, 000, 000 
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* * * * 

(e) For purposes of this Article 12-A-J:, 

{ll_h~iotechnology includes the activity of conducting biotechnology research and 

experimental development, and operating laboratories for biotechnology research and experimental 

development, using DNA, cells, and/or bioprocessing techniques, as well as the application thereof to 

the development of therapeutics, diagnostic products and/or devices to improve human health, animal 

health, and agriculture. For purposes ofthis Section 953.2(e){J ): 

(A) "DNA" is a nucleic acid sequence, or fragment thereat: that contains the 

genetic information for cell growth, division, and fimction. Examples of DNA include recombinant 

DNA, RNA, mRNA, antisense, RNAi, genes and ESTs. 

(B) "Cells" are membrane bound structures containing biomolecules, such as 

nucleic acids, proteins, and polysaccharides. This definition includes both prokarvotic (bacterial) and 

eukaryotic (animal or plant) cells. Examples include primary cells, transformed or cultured cells, stem 

cells, iPS, ESCs, (Used cells and cell lines. 

(C) "Bioprocessing" is the use of microbial, plant, or animal cells or portions 

thereol for the production of therapeutics or diagnostics. Bioprocessing includes the extraction of 

compounds from biomaterials; reaction ofbiomaterials, such as microbial fermentation, cell culture, 

cell fitsion or biotransformation by enzymes; and separation ofproduct from biomaterials using 

filtration, purification, precipitation, centrifitgation, solvents, chromatography or other means. 

f]l_biotechnology bitsiness as defined in Section 906.1 ofArticle 12 A, and cClean 

technology includes the activity of clean technology business as defined in Section 906.2 of 

Article 12 Aa business, as defined in Section 6.2-5 ofArticle 6 ofthe Business and Tax Regulations 

Code, in which at least 75% of all business activities carried on during the tax year are directly related 

to one or more of the following activities: 
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(A) Research and development and/or associated manufacturing applying 

scientific advances to the production, distribution or storage of clean energy. 

(B) Research and development and/or associated manufacturing applying 

scientific advances to prototype or commercially viable materials and products powered by clean 

energy, including but not limited to single passenger vehicles and fueling infrastructure. 

(C) Research and development and/or associated manufacturing applying 

scientific advances to prototype or commercially viable techniques, materials and products that 

materially improve energy efficiency, water conservation or air quality. 

(D) Research and development, manufacture and/or installation ofsolar panels. 

(3) For purposes ofSection 953.2(e){2), "clean energy" means energy utilizing energy 

produced by wind, solar energy, landfill gas, geothermal resources, ocean thermal energy conversion, 

quantifiable energy conservation measures, tidal energy, wave energy, biomass, biofuels, or hydrogen 

fuels derived from renewable sources, excluding: 

(A) any fossil fitel based energy production, including but not limited to, clean 

coal, clean diesel, natural gas and hydrogen from natural gas,· 

(B) any nuclear based energy production; 

* * * * 

(C) waste to energy via combustion or incineration; or/and 

(D) other technologies that are detrimental to human health. 

{h) Jfthe final judicial decision in San Francisco Superior Court Case No. CGC-19-573230 

(City and County of San Francisco v. ALL PERSONS INTERESTED IN THE MATTER OF 

Proposition Con the November 6, 2018 San Francisco ballot, authorizing an increase in specified 

business taxes to fund specified homeless services in San Francisco, and all matters and proceedings 

related thereto) has the e(fect o[invalidating the Homelessness Gross Receipts Tax in Article 28 of the 

Business and Tax Regulations Code, then for tax years beginning on or after January 1 of the tax year 
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following the date on which such court decision becomes final, the phrase "over $25, 000, 000" in 

Section 953.2(a)(2) shall be replaced with the phrase "between $25,000,000.01 and $50,000,000" and 

there shall be added to the rate tiers in that Section an additional rate tier (Or taxable gross receipts 

over $5 0, 000, 000 with a rate of 1.165%. This additional rate tier shall continue in effect for 15 tax 

years, after which the rate tiers shall return to what the rate tiers would have been absent the increase 

in this Section 953.2(h). 

SEC. 953.3. GROSS RECEIPTS TAX APPLICABLE TO ACCOMMODATIONS; UTILITIES; 

AND ARTS, ENTERTAINMENT AND RECREATION. 

(a) The lfflrre--gross receipts tax rate~prmided by this Section is applicable to each £?fthe 

follorving business activities-c- Q[accommodations; utilities; and arts, entertainment and 

recreation. Commencing on the operative date of the Gross Receipts Tax Ordinance, the Controller 

shall compute the tax rate in accordance with Section 959, but the base tax rate prmided by this 

Section is.are: 

(1) For tax years beginning on or after January l, 2018 and ending on or before 

December 31, 2020: 

0.300% (e.g., $3 per $1,000) for gross receipts between $0 and $1,000,000 

0.325% (e.g., $3.25 per $1,000) for gross receipts between $1,000,001 and $2,500,000 

0.325% (e.g., $3.25 per $1,000) for gross receipts between $2,500,001 and 

$25,000,000 

0.400% (e.g., $4 per $1,000) for gross receipts over $25,000,000 

(2) For tax years beginning on or after January 1, 2021: 

0.42% (e.g., $4.20 per $1,000) for taxable gross receipts between $0 and $1,000,000 

0.455% (e.g., $4.55 per $1,000) for taxable gross receipts between $1,000,000.01 and 

$2,500,000 
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0.455% (e.g., $4.55 per $1,000) for taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0.56% (e.g., $5.60 per $1,000) for taxable gross receipts over $25,000,000 

* * * * 

(h) Jfthe final judicial decision in San Francisco Superior Court Case No. CGC-19-573230 

(City and County of San Francisco v. ALL PERSONS INTERESTED IN THE MATTER OF 

Proposition Con the November 6, 2018 San Francisco ballot, authorizing an increase in specified 

business taxes to fund specified homeless. services in San Francisco, and all matters and proceedings 

related thereto) has the effect o[invalidating the Homelessness Gross Receipts Tax in Article 28 of the 

Business and Tax Regulations Code, then for tax years beginning on or after January 1 of the tax year 

.following the date on which such court decision becomes final, the phrase "over $25, 000, 000" in 

Section 953.3(a)(2) shall be replaced with the phrase "between $25,000,000.01 and $50,000,000" and 

there shall be added to the rate tiers in that Section an additional rate tier for taxable gross receipts 

over $5 0, 000, 000 with a rate of 0. 985%. This additional rate tier shall continue in effect for 15 tax 

years, after which the rate tiers shall return to what the rate tiers would have been absent the increase 

in this Section 953.3(h). 

SEC. 953.4. GROSS RECEIPTS TAX APPLICABLE TO PRIVATE EDUCATION AND 

HEALTH SERVICES; ADMINISTRATIVE AND SUPPORT SERVICES; AND 

MISCELLANEOUS BUSINESS ACTIVITIES. 

(a) The base-gross receipts tax rate§. provided by this Section is applicable to the 

business activities of private education and health services, end-administrative and support 

servicesL. This rate also applies to and all business activities not otherwise exempt and not 

elsewhere subjected to a gross receipts tax rate or an administrative office tax by this 

Article 12-A-1. Commencing on the operati-.,;e date ofthe Gross Receipts Tax Ordinance, the 
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Controller shall compute the tax rate in accordance ·with Section 959, but the base tax rateprmided by 

this Section isare: 

(1) For tax years beginning on or after January l, 2018 and ending on or before 

December 31, 2020: 

0.525% (e.g., $5.25 per $1,000) for gross receipts between $0 and $1,000,000 

0.55t;% (e.g., $5.50 per $1,000) for gross receipts between $1,000,001 and $2,500,000 

0.600% (e.g., $6 per $1,000) for gross receipts between $2,500,001 and $25,000,000 

0.659% (e.g., $6.50 per $1,000) for gross receipts over $25,000,000 

(2) For tax years beginning on or after January 1, 2021: 

0. 735% (e.g., $7.35 per $1,000) (Or taxable gross receipts between $0 and $1,000,000 

0. 77% (e.g., $7. 70 per $1,000) (Or taxable gross receipts between $1,000,000.01 and 

$2,500,000 

0.84% (e.g., $8.40 per $1,000) (Or taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0.91% (e.g., $9.lOper $1,000) (Or taxable gross receipts over $25,000,000 

* * * * 

(e) Jfthe final judicial decision in San Francisco Superior Court Case No. CGC-19-573230 

(City and County of San Francisco v. ALL PERSONS INTERESTED IN THE MATTER OF 

Proposition Con the November 6, 2018 San Francisco ballot, authorizing an increase in specified 

business taxes to fund specified homeless services in San Francisco, and all matters and proceedings 

related thereto) has the effect o(invalidating the Homelessness Gross Receipts Tax in Article 28 of the 

Business and Tax Regulations Code, then (Or tax years beginning on or after January 1 ofthe tax year 

.fOllowing the date on which such court decision becomes final, the phrase "over $25, 000, 000" in 

Section 953.4(a){2) shall be replaced with the phrase "between $25,000,000.01 and $50,000,000" and 

there shall be added to the rate tiers in that Section an additional rate tier (Or taxable gross receipts 

Page 56 



over $50, 000, 000 with a rate ofl. 6%. This additional rate tier shall continue in effect for 15 tax years, 

after which the rate tiers shall return to what the rate tiers would have been absent the increase in this 

Section 953.4(e). 

SEC. 953.5. GROSS RECEIPTS TAX APPLICABLE TO CONSTRUCTION. 

(a) The Base-gross receipts tax rateJ..prmided by this Section is applicable to the 

business activity of construction. Commencing on tlw operati"Ve date ofthe Gross Receipts Tax 

Ordinance, tlw Controller shall compute the tax rate in accordance H'ith Section 959, but the base tax 

rate provided by this Section :fsare: 

(1) For tax years beginning on or after January l, 2018 and ending on or before 

December 31, 2020: 

0.300% (e.g., $3 per $1,000) for gross receipts between $0 and $1,000,000 

0.35{}% (e.g., $3.50 per $1,000) for gross receipts between $1,000,001 and $2,500,000 

0.400% (e.g., $4 per $1,000) for gross receipts between $2,500,001 and $25,000,000 

0.45{}% (e.g., $4.50 per $1,000) for gross receipts over $25,000,000 

(2) For tax years beginning on or after January l, 2021: 

0.42% (e.g., $4.20 per $1,000) for taxable gross receipts between $0 and $1,000,000 

0.49% (e.g., $4.90 per $1,000) for taxable gross receipts between $1,000,000.01 and 

$2,500,000 

0.56% (e.g., $5.60 per $1,000) for taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0.63% (e.g., $6.30 per $1,000) for taxable gross receipts over $25,000,000 

* * * * 

(d) Jfthe final judicial decision in San Francisco Superior Court Case No. CGC-19-573230 

(City and County of San Francisco v. ALL PERSONS INTERESTED IN THE MATTER OF 
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Proposition Con the November 6, 2018 San Francisco ballot, authorizing an increase in specified 

business taxes to fund specified homeless services in San Francisco, and all matters and proceedings 

related thereto) has the e[fect o[invalidating the Homelessness Gross Receipts Tax in Article 28 ofthe 

Business and Tax Regulations Code, then for tax years beginning on or after January 1 of the tax year 

following the date on which such court decision becomes final, the phrase "over $25,000,000" in 

Section 953.5(a)(2) shall be replaced with the phrase "between $25,000,000.01 and $50,000,000" and 

there shall be added to the rate tiers in that Section an additional rate tier for taxable gross receipts 

over $5 0, 000, 000 with a rate o(l .105%. This additional rate tier shall continue in effect [or 15 tax 

years, after which the rate tiers shall return to what the rate tiers would have been absent the increase 

in this Section 953.5(d). 

SEC. 953.6. GROSS RECEIPTS TAX APPLICABLE TO FINANCIAL SERVICES; 

INSURANCE; AND PROFESSIONAL, SCIENTIFIC AND TECHNICAL SERVICES. 

(a) The -berre--gross receipts tax rate§. provided by this Section is applicable to the 

business activities of financial services; insurance; and professional, scientific and technical 

services. Commencing on the operatiw date of the Gross Receipts Tax Ordinance, the Controller 

shall compute the tax rate in accordance H'ith Section 959, but the base tax rate provided by th.is 

Section i-sare: 

(1) For tax years beginning on or after January 1, 2018 and ending on or before 

December 31, 2020: 

0.400% (e.g., $4 per $1,000) for gross receipts between $0 and $1,000,000 

0.46fl% (e.g., $4.60 per $1,000) for gross receipts between $1,000,001 and $2,500,000 

0.51fl% (e.g., $5.10 per $1,000) for gross receipts between $2,500,001 and 

$25,000,000 

0.56fl% (e.g., $5.60 per $1,000) for gross receipts over $25,000,000 

Page 58 



(2) For tax years beginning on or after January 1, 2021: 

0.56% (e.g., $5.60 per $1,000) for taxable gross receipts between $0 and $1,000,000 

0.644% (e.g., $6.44 per $1,000) for taxable gross receipts between $1,000,000.01 and 

. $2,500,000 

0. 714% (e.g., $7.14 per $1,000) for taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0. 784% (e.g., $7.84 per $1,000) for taxable gross receipts over $25,000,000 

* * * * 

(f) Jfthe final judicial decision in San Francisco Superior Court Case No. CGC-19-573230 

(City and County of San Francisco v. ALL PERSONS INTERESTED IN THE MATTER OF 

Proposition Con the November 6, 2018 San Francisco ballot, authorizing an increase in specified 

business taxes to fund specified homeless services in San Francisco, and all matters and proceedings 

related thereto) has the effect o[invalidating the Homelessness Gross Receipts Tax in Article 28 of the 

Business and Tax Regulations Code, then for tax years beginning on or after January 1 of the tax year 

{allowing the date on which such court decision becomes final, the phrase "over $25, 000, 000" in 

Section 953.6(a){2) shall be replaced with the phrase "between $25,000,000.01 and $50,000,000" and 

there shall be added to the rate tiers in that Section an additional rate tier for taxable gross receipts 

over $50, 000, 000 with a rate ofl. 384%. This additional rate tier shall continue in effect for 15 tax 

years, after which the rate tiers shall return to what the rate tiers would have been absent the increase 

in this Section 953. 6(!). 

SEC. 953.7. GROSS RECEIPTS TAX APPLICABLE TO REAL ESTATE AND RENTAL 

AND LEASING SERVICES. 

(a) The Barre-gross receipts tax rate§.prmidedby this Section is applicable to the 

business activities of real estate and rental and leasing services. Commencing on tlw operative 
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date of the Gross Receipts Tax Ordinance, the Controller shall compute the tax rate in accordance with 

Section 959, but the base tax rate provided by this Section isare: 

(1) For tax years beginning on or after January 1, 2018 and ending on or before 

December 31, 2020: 

0.285% (e.g., $2.85 per $1,000) for gross receipts between $0 and $1,000,000 

0.285% (e.g., $2.85 per $1,000) for gross receipts between $1,000,001 and $5,000,000 

0.300% (e.g., $3.00 per $1,000) for gross receipts between $5,000,001 and 

$25,000,000 

0.300% (e.g., $3.00 per $1,000) for gross receipts over $25,000,000 

(2) For tax years beginning on or after January l, 2021: 

0.399% (e.g., $3.99 per $1,000) for taxable gross receipts between $0 and $1,000,000 

0.399% (e.g., $3.99 per $1,000) for taxable gross receipts between $1,000,000.01 and 

$5,000,000 

0.42% (e.g., $4.20 per $1,000) for taxable gross receipts between $5,000,000.01 and 

$25, 000, 000 

0.42% (e.g., $4.20 per $1, 000) for taxable gross receipts over $25, 000, 000 

* * * * 
(d) !(the final judicial decision in San Francisco Superior Court Case No. CGC-19-573230 

(City and County of San Francisco v. ALL PERSONS INTERESTED IN THE MATTER OF 

Proposition C on the November 6, 2018 San Francisco ballot, authorizing an increase in specified 

business taxes to fund specified homeless services in San Francisco, and all matters and proceedings 

related thereto) has the effect o[invalidating the Homelessness Gross Receipts Tax in Article 28 of the 

Business and Tax Regulations Code, then for tax years beginning on or after January 1 ofthe tax year 

following the date on which such court decision becomes final, the phrase "over $25, 000, 000" in 

Section 953. 7(a)(2) shall be replaced with the phrase "between $25, 000, 000. 01 and $50, 000, 000" and 
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there shall be added to the rate tiers in that Section an additional rate tier for taxable gross receipts 

over $50, 000, 000 with a rate of 0. 7 45%. This additional rate tier shall continue in effect for 15 tax 

years, after which the rate tiers shall return to what the rate tiers would have been absent the increase 

in this Section 953. 7(d). 

SEC. 953.8. TAX ON ADMINISTRATIVE OFFICE BUSINESS ACTIVITIES. 

(a) Except as provided in this Section 953.8, notwithstanding any other provision of this 

Article 12-A-1 and in lieu of the other taxes provided by this Article andArticle 12 A for any 

person or combined group, commencing on the Operative Date of the Gross Receipts' Tax 

Ordinance, every person engaging in business within the City as an administrative office, as 

defined below, shall pay an annual administrative office tax measured by its total payroll 

expense that is attributable to the City. If a person is a member of a combined group, then its 

tax shall be measured by the total payroll expense of the combined group attributable to the 

City. Such combined group shall pay only the administrative office tax. Except as provided in 

Section 953.8(i), t±he administrative office tax rate jar each tax year is 1.4%00percent. 

* * * * 
' 

(f) "Payroll expense" for purposes of this Section 953.8 means the compensation paid to, 

on behalf at: or for the benefit of an individual, including shareholders ofa professional corporation or 

a Limited Liability Company ("LLC "), including salaries, wages, bonuses, commissions, property 

issued or transferred in exchange for the performance of services (including but not limited to stock 

options), compensation for services to owners ofpass-through entities, and any other form of 

compensation, who during any tax year, perform work or render services, in whole or in part in the 

City; and if more than one individual or shareholders ofa professional corporation or members of an 

LLC, during any tax year performs work or renders services in whole or in part in the City, the term 

"Payroll Expense" means the total compensation paid including salaries, wages, bonuses, 
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commissions, property issued or transferred in exchange for the performance of services (including but 

not limited to stock options), in addition to any compensation for services to owners o(pass-through 

entities, and any other form of compensation for services, to all such individuals and shareholders of a 

professional corporation or members of an LLC. For purposes o(this definition ofpayroll expense: 

(I) Any person that grants a service provider a right to acquire an ownership interest in 

such person in exchange for the performance of services shall include in its payroll expense for the tax 

year in which such right is exercised an amount equal to the excess of (A) the fair market value o(such 

ownership interest on the date such right is exercised over {B) the price paid for such interest. This 

Section 953.8(0(1) shall not apply for purposes of determining whether a person is engaging in 

business within the City as an administrative office, but shall apply for all other purposes of this 

Section 953.8. 

(2) Any individual compensated in his or her capacity as a real estate salesperson or 

mortgage processor shall be deemed an employee o(the real estate broker or mortgage broker for or 

under whom such individual performs services, and any compensation received by such individual, 

including compensation by way of commissions, shall be included in the payroll expense of such 

broker. For purposes ofthis Section 953. 8(/), "real estate broker" and "mortgage broker" refer to any 

individual licensed as such under the laws o(the State of California who engages the services of 

salespersons or a salesperson, or of mortgage processors or a mortgage processor, to perform services 

in the business which such broker conducts under the authority of his or her license,' a "salesperson" is 

an individual who is engaged by a real estate broker to perform services, which may be continuous in 

nature, as a real estate salesperson under an agreement with a real estate broker, regardless of 

whether the individual is licensed as a real estate broker under the laws o(the State of California,' a 

"mortgage processor" is an individual who is engaged by a real estate broker or mortgage broker to 

perform services which may be continuous in nature, as a mortgage processor under an agreement 
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with such real estate broker or mortgage broker, regardless of whether the mortgage processor is also 

licensed as a mortgage broker under the laws o(the State of California. 

(3) All compensation, including all pass-through compensation (or services paid to, on 

behalfot: or (or the benefit of owners ofa pass-through entity, shall be included in the calculation of 

such entity's payroll expense tax base for purposes of determining such entity's tax liability under this 

Section 953.8. For purposes of this Section 953.8(j), the "pass-through compensation (or services" of 

a pass-through entity shall be the aggregate compensation paid by such entity (or personal services 

rendered by all such owners, and shall not include any return on capital investment. The taxpayer may 

calculate the amount of compensation to owners of the entity subject to the administrative o[fice tax in 

this Section 953.8, or the taxpayer may presume that, in addition to amounts reported on a W-2 form, 

the amount subject to the administrative o[fice tax is, for each owner, an amount that is 200% ofthe 

average annual compensation paid to, on behalf ot: or for the benefit o[the employees oft he 

pass-through entity whose compensation is in the top quartile (i.e., 25%) of the entity's employees who 

are based in the City; provided, the total number of employees of the entity based in the City is not less 

than (our. shall have the meaning given to that term by Sections 902.1 et seq. ofArticle 12 A, except 

that Section 902.1 (b) ofArticle 12 A shall not applyforpurposes o.fdetermining whetlwr a person is 

engaging in business ·within the City as an administrative &jfice. Section 902.l(b) shall applyfor all 

other purposes under this Section. 

(!j)_Theportion &jthepayroll expense &japerson or combined group that is 

attributable to the City shall be determined as set forth in Section 90 4 ofArticle 12 A. Where payroll 

expense is incurred by reason ofworkper(ormed or services rendered by an individual wholly within 

the City, all of the payroll expense (or such individual shall be attributable to the City and subject to 

tax under this Section 953.8. Where payroll expense is incurred by reason of work performed or 

services rendered by an individual partly within and partly without the City, the portion of such payroll 

expense attributable to the City (and subject to tax under this Section) shall be determined as (allows: 
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(A) Except as otherwise provided in this Section 953.8(0(4), the portion of such 

payroll expense attributable to the City shall be the portion of such payroll expense which the total 

number of working hours employed within the City bears to the total number of working hours within 

and without the City. 

{B) Jfthe amount of such payroll expense depends on the volume of business 

transacted by such individual, then the portion of such payroll expense attributable to the City shall be 

the portion of such payroll expense which the volume of business transacted by such individual in the 

City bears to the volume of business transacted by such individual within and without the City. 

(C) ]fit is impracticable, unreasonable or improper to apportion such payroll 

expenses as aforesaid either because of the particular nature oft he services of such individual, or on 

account oft he unusual basis of compensation, or for any other reason, then the amount of such payroll 

earnings reasonably attributable to work performed or services rendered in the City shall be 

determined on the basis of all relevant facts and circumstances of the particular case, in accordance 

with any rulings or regulations issued or promulgated by the Tax Collector for the purpose. 

(D) ![the Tax Collector determines that the percentage ofpayroll expenses 

attributable to the City, for any one or more persons, is a relatively stable percentage, the Tax 

Collector may establish that percentage as a prima facie evidence ofpayroll expense attributable to the 

City; provided, that the Tax Collector shall condition the establishment of such fixed percentage upon 

the obligation of the taxpayer to report immediately to the Tax Collector any significant change in the 

taxpayer's mode of business which may impact the portion oft he person's payroll expense which is 

attributable to the City; and, provided fitrther, that the Tax Collector may rescind any such fixed 

percentage at any time by providing written notice to the taxpayer of such rescission. 

* * * * 

(i) Jfthe final judicial decision in San Francisco Superior Court Case No. CGC-19-573230 

(City and County of San Francisco v. ALL PERSONS INTERESTED IN THE MATTER OF 
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Proposition Con the November 6, 2018 San Francisco ballot, authorizing an increase in specified 

business taxes to fund specified homeless services in San Francisco, and all matters and proceedings 

related thereto) has the effect o[invalidating the Homelessness Gross Receipts Tax in Article 28 ofthe 

Business and Tax Regulations Code, then for tax years beginning on or after January I o[the tax year 

following the date on which such court decision becomes final, the administrative o@ce tax rate shall 

be 2.9%. This increased rate shall continue in effect for 15 tax years, after which the rate shall return 

to 1.4%. 

SEC. 953.9. PERSONS OR COMBINED GROUPS ENGAGED IN MULTIPLE BUSINESS 

ACTIVITIES. 

If a person, or a combined group as described in Section 956.3, engages in business 

activities described in more than one of Sections 953.1 through 953. 7, inclusive, (}/this Article, 

the rate or rates of gross receipts tax to be applied to that person or combined group, and the 

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

(a) If more than 80%percent of its gross receipts, determined in accordance with 

Section 956, are derived 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. 

(b) If its business activities in the City are described in more than one of 

Sections 953.1 through 953.7, inclusive, and subsection (a) of this Section 953.9 does not 

apply, then such person or combined group shall separately compute the gross receipts tax 

for each set of business activities as provided in the Section applicable to that particular set of 

business activities, modified as follows: 

(1) if the set of business activities described in any of Sections 953.1 

through 953.7, inclusive, generates less than 20%percent of the total gross receipts of the 

Page 65 



person or combined group, then the receipts and payroll of any such set of activities may be 

combined for all purposes related to computing the gross receipts tax with whichever set of 

that person's or combined group's activities are taxed at the highest rate; 

(2) 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, OOOthe applicable threshold in Section 954.1 in total; 

* * * * 

SEC. 954. EXEMPTIONS AND EXCLUSIONS. 

(a) Except as provided in subsection (b) ofthis Section, d_an organization that is exempt 

from income taxation by Chapter 4 (commencing with Section 23701) of Part 11 of Division 2 

of the California Revenue and Taxation Code or Subchapter F (commencing with Section 501) 

of Chapter 1 of Subtitle A of the Internal Revenue Code of 1986, as amended, as qualified by 

Sections 502, 503, 504L and 508 of the Internal Revenue Code of 1986, as amended, shall be 

exempt from taxation under this Article 12-A-l, only so long as those exemptions continue to 

exist under state or federal law. 

(b) An organization otherwise exemptfrom income taxation under subsection (a) that is 

directly engaged H'ithin the City in an ttnrelated trade or business ·within the meaning o.fSection 513 (a) 

of the Internal Revenue Code of 1986, as amended, and has, from its own operations, unrelated 

business taxable income ·within the meaning &}Section 512(a) (1) of the Internal Revenue Code of 1986, 

as amended, shall pay the gross receipts tax on its gross receiptsfrom its unrelated trade or business 

acti'vities that are attributable to the City. If it is impracticable, unreasonable or improper to allocate 

such organization's gross receipts as aforesaid either because of the particular nature o.ft}w 

organization's unr'elated trade or business or for any other reason, then the amount ~fgross receipts . . . 

reasonably attributable to the organization 's unrelated trade or business in the City shall be 
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determined on the basis a.fall of the rel e-;,'ant facts and circumstances o.fthe particular case, in 

accordarwe ·with any rulings or regulations issued or promulgated by the Tax Collector for this 

purpose. 

(Q.c) Gross receipts as defined in Section 952.3 shall not include receipts from 

business activities if, and only so long as and to the extent that, the City is prohibited from 

taxing such receipts under the Constitution or laws of the United States or under the 

Constitution or laws of the State of California. 

(gd') Rent Controlled Buildings Exclusion. A person subject to the tax may exclude 

from gross receipts in any tax year 50% percent of the total amount received from the rental of 

real property to tenants in occupancy at any location in the City, which is subject to limits on 

rent increases pursuant to the Residential Rent Stabilization and Arbitration Ordinance, 

San Francisco Administrative Code, Chapter 37, Section 37.1 et seq. 

(de) Exclusion of Certain Sales of Real Property. Gross receipts as defined in 

Section 952.3 shall not include receipts from any sales of real property with respect to which 

the Real Property Transfer Tax imposed by Article 12-C has been paid to the City. 

(efJ For only so long as and to the extent that the City is prohibited from imposing the 

tax under this Article 12-A-1, the following persons shall be exempt from the gross receipts 

tax: 

(1) Banks and financial corporations exempt from local taxation under 

Article XIII, Section 27 of the California Constitution and Revenue and Taxation Code 

Section 23182; 

(2) Insurance companies exempt from local taxation under Article XIII, 

Section 28 of the California Constitution; 

(3) Persons engaging in business as a for-hire motor carrier of pr~perty under 

Revenue and Taxation Code Section 7233; 

Page 67 



(4) Persons engaging in intercity transportation as a household goods carrier 

under Public Utilities Code Section 5327; 

(5) Charter-party carriers operating limousines that are neither domiciled nor 

maintain a business office within the City under Public Utilities Code Section 5371.4; and 

(6) Any person upon whom the City is prohibited under the Constitution or laws 

of the State of California from imposing the gross receipts tax. 

· (g) To the extent that any taxpayer has paid a substantially similar tax to any other taxing 

jurisdiction on any gross receipts attributed to the City and taxed under t,kiis Article, the tax paid to 

such taxingjurisdiction shall be credited against t,kie tax due under this Article; in no event shall t,kiis 

credit reduce the taxpayer's liability to less than zero. 

SEC. 954.1. SMALL BUSINESS EXEMPTION. 

(a) Notwithstanding any other provision of this Article 12-A-1, a "small business 

enterprise," as hereinafter defined for purposes of this Article, shall be exempt from payment 

of the gross receipts tax, nevertheless, a small business enterprise shall pay the annual 

registration fee pursuant to Section 855 of Article 12. 

(b) For purposes of this Article 12-A-1, the term "small business enterprise" shall 

mean.::. and include 

(1) For tax years beginning on or after January 1, 2014 and ending on or before 

December 31, 2020, any person or combined group, except for a lessor of residential real 

estate, whose gross receipts within the City for t,kie preceding tax year did not exceed 

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

All Urban Consumers for 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 year, beginning with December 31, 2014. 
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(2) For tax years beginning on or after January l, 2021, any person or combined 

group, except for a lessor ofresidential real estate, whose gross receipts within the City did not exceed 

$1,500,000, adjusted annually in accordance with the increase in the Consumer Price Index: All Urban 

Consumers for 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 year, 

beginning with December 31, 2021. 

(c) For purposes of this Article 12-A-1, and notwithstanding any other provision of this 

Section 954.1, a lessor of residential real estate is a "small business enterprise" if and only if 

the lessor leases fewer than 4 units in any individual building. "Residential real estate" means 

real property where the primary use of or right to use the property is for the purpose of 

dwelling, sleeping or lodging other than as part of the business activity of accommodations. 

For purposes of this Article 12-A-1, Article 12 A, and Article 12, a lessor of residential real 

estate is treated as a separate person with respect to each individual building in which it 

leases residential real estate units, notwithstanding Section 6.2-15 of Article 6, or 

Section 956.3 of this Article 12-A-1. The provisions of this subsection (c) apply only to leasing 

residential real estate units within a building, and not to any business activity related to other 

space, either within the same building or other buildings, which is not residential real estate. 

The Tax Collector is authorized to determine what constitutes a separate building and the 

number of units in a building. 

SEC. 956.2. APPORTIONMENT OF RECEIPTS BASED ON PAYROLL. 

* * * * 

(e) Compensation paid in the City shall be determined as set forth in 

Section 953.8(/)(4)904 ofArticle 12 A. 

* * * * 
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(g) The apportionment provided by this Section 956.2 shall not include in either the 

numerator or the denominator any payroll of persons exempt from tax under subsections (a), 

fh}-; or (efJ of Section 954. 

SEC. 959. RATE OF GROSS RECEIPTS L4X: CONTROLLER COAIPUL4TI-ON. 

(a) Commencing on the (}perative date Rf the Gross Receipts Tax Ordinance, the Controller 

shall compute the rate o.fgross receipts tax for Sections 953.1 through 953. 7 in accordance with, 

subsection (b) (ff this Section. The Controller shall certij)· andpublish such rates on or before 

September 1 o.f each year. 

(b) Gross Receipts Tax Computation. The Controller shall compute the gross receipts tax rates 

for each tax year by multiplying each base rate in Sections 953.1 through 953. 7 by the "Gross Receipts 

Tax Rate Adjustrnent P'actor, )) v;hich shall be determined according to the follmving table and 

formulas, but no gross receipts tax rate shall exceed the base rates prmided by Sections 953.1 

through 953. 7. 

Gross Receipts Tax Rate Adjustment Factor Computation Table 

Gross Receipts Tax Rate Adjustment Factor 
Tax ¥ear (GAf)Jy•eaPj 

.J()J4 GAJ)J-J-4 - 1 () ~(; 

.J().1..5 GADJJ-J - 25~(; =i= E%Jl.J-J 

.J().1-6 GADJM - 5()% =i= EXP.u 

-24-1-7 GADJ++ - 75% =i= EXP H 

:6-tJ-M GADJ JS - 1 ()()% =i= E%Jl. JS 

Where: "EXPyear)) is the "Excess Payroll Expense Tax Revenue Factor, )) a percentage t,lzat reduces 

the gross receipts tax rate adjustment factor for a year in which the payroll expense tax rate determined 

under Section 9()3.1 (}/Article n A becomes zero, and1Fhich adjusts for excesspayroll expense tax 
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rev'enue collectetffer that tax year. The Controller shall compute EXPyear according to the fellowing 

table and formulas: 

(1) In any year in ·which PAYRATEyear is greater t,11.an zero, ·where PAYRATEyear is 

determined under Section 903.1 o.fArticle 12 A, EXPyear is zero. 

(2) In ffiejirstyear in 1t•hich PAYP.ATEyear is zero, ',+•here PAYRATEyear is determined 

under Section 903.1 ofArticle 12 A, EXPyear shall be computed according to ffie following table and 

formulas. In subsequent years, GADJyear shall be the same ';alue it Vv'as in the prior year: 

Excess Payroll Expense Tax Revenue ,[<actor Computation Table 

Tex Year Excess P €fj'f'Oll ~ense Tex Re,;enue 141ctor (EXP-y•ear) 

.]{)H EXP-M - fg.125% 4' PAD.l.g) x {P14 YT:,4X_µ/PAYPu4 TE+4)-)l{QRTi4XJ-4/--l-()%) 

-2f)J6 EXP-M - 'f{) f-50°tfJ 4' v 4D '-kJ) L . 7 11-v x (PAYTi4X+J/PAYRATE.g)-}/QRTi4X~ 

-2{)1-l- EXP-+7- - -f(().37-5~tfJ 4' PADJ+-7-) x (PAYTi4XuiPAYRATEM)-}lGRTi4X~ 

-2-()1-8 EXP-NJ -{PADJM x (PAYTi4X+iPAYJMTE+7-*l/-(QRTi4X~ 

Where: PADJyear, PAYTi4Xyear, andGRTi4Xyear are determined under Section 903.l of' 

Article 12 1{ 

(c) Notwit,11.standing any ot,11.er provision of this Article, in any year in ·which ffie payroll 

expense tax rate determined under Section 903.1 o.fArticle 12 A is zero, ffie gross receipts tax rates for 

ffiat year and allfitture years shall be as t,11.e Controller computed for ffiat year, _except ffiat for tax 

year 2021 and allfature years, ffie rate under Section 953. 7-(a), fer gross receipts over $25, 000, 000 

only, shall be the sum o.ft'1.e rate established under this Section 959(c) and 0. 025%. In no e';fent shall 

ffie rate established under Section 953. 7-(a) by ffie preceding sentence, for gross receipts over 

$25, 000, 000, exceed 0. 325 %. The Controller shall certifj,• and publish such rates by September 1 of 

ffiatyear. 
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(d) ]'/otwithstanding any other provision ofthis Article, the gross receipts tax rates for 2019 

and all firture yearn shall be the rates in effect in tax year 2018, except that for tax year 2021 and all 

fi1ture years, the rate under Section 953. 7(a), for gross receipts ov{Jr $25, 000, 000 only, shall be the sum 

of the rate established under this Section 959(c) and 0. 025%. In no event shall the rate established 

under Section 953. 7(a) by the preceding sentence, for gross receipts over $25, 000, 000, exceed 0. 325%. 

The Controller shall certif)• andpublish such rates on or before September 1, 2019, at iVhich time the 

Controller's duty to compute, certif)• andpublish the payroll expense tax rate shall cease. 

SEC. 960. THE "PAYROLL EXPENSE TAX EXCLUSION" CREDIT. 

(a) "Payroll Expense Tax Exclusion Credit" means the dollar amount by which a 

person would have been able to reduce its payroll expense tax liability pursuant to the 

Enterprise Zone Tax Credit underfOrmer Section 906A of Article 12-A, the Biotechnology 

Exclusion under former Section 906.1 of Article 12-A, and/or the Clean Technology Business 

Exclusion under former Section 906.2 of Article 12-A, as if the payroll expense tax were in full 

force and effect and calculated at a rate of 1.5%V:i percent. 

(b) "Combined Business Tax Liability" means the sum of the gross receipts tax and the 

former payroll expense tax a person owes for a tax year. 

(c) For so long as a particular payroll expense tax exclusion listed under subsection (a) 

iswould have been in effect had the payroll expense tax not been repealed, ·without regard to ·whether 

tlwpayroll expense tax is otherwise in effect, a person may credit against its combined business 

tax liability for a tax year the amount of a particular payroll expense tax exclusion credit to 

which it would have been entitled under the former payroll expense tax; however, in no event 

shall such credit reduce a person's combined business tax liability to less than zero. Any 

person who claims the credH under this Section 960 must meet all of the eligibility 

requirements of thefOrmer payroll expense tax exclusion(s) it claims. The credit may be 
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claimed against the tax liability only of the person who would have qualified for the former 

payroll expense tax exclusion and not against any liability of related entities or other members 

of that person's combined group. 

SEC. 961. CK\TTRAL ~MARKETSTREETLLAfIT. 

(a) The "Central },farket Street Limit" means a person 'spayroll expense tax liabilityfor a tax 

year as determined under the Central A1:arket Street and Tenderloin Area Payroll Expense Tax 

Exclusion under Section 906. 3 o.fArticle 12 A, calculated at a rate of 1 Vi percent. 

(b) "Combined Business Tax Liability" means the sum o.fthe gross receipts tax and the payroll 

expense tax a person ov;es that is attributable to location(s) in the Central A1:arket Street and 

Tenderloin Area as defined in Section 906.3(b) a/Article 12 A for a tax year under the rates 

established for that year. 

(c) l"'or so long as the Central }.farket Street and Tenderloin Area Payroll Expense Tax 

Exch1sion is in effect, ·without regard to ·whether the payroll expense tax is otherwise in effect, a person 

shall m~·e the lesser o.f its combined business tax liability or the amount o.f its Central A1:arket Street 

limit. Any person ·who claims the Central A1:arket Street and Tenderloin Area Payroll Expense Tax 

Exdusion must meet all of the eligibility requirements oftlwt exclusion. 

SEC. 965. SAVINGS CLAUSE. 

(a) No section, clause, part or provision of this Article 12-A-1 shall be construed as 

requiring the payment of any tax that would be in violation of the Constitution or laws of the 

United States or of the Constitution or laws of the State of California. Except as provided in 

subsection (b) of this Section 965, if any section, clause, part or provision of this Article, or the 

application thereof to any person or circumstance, is held invalid or unconstitutional, the 

remainder of this Article, including the application of such part or provision to other persons or 
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circumstances, shall not be affected thereby and shall continue in full force and effect. To this 

end, the provisions of this Article are severable. 

(b) If the imposition of the gross receipts tax in Section 953, or anyportion &jthe rate 

computation under Section 959, of this Article is held in its entirety to be facially invalid or 

unconstitutional in a final court determination, the remainder of this Article 12-A-1 shall be mdl: 

and-void and of no force and effect, and the City Attorney shall cause it to be removed from the 

Business and Tax Regulations Code. For any tax year for ·which this Article is invalidatedpursuant to 

this Section, the payroll expense tax prmlided by Artie! e 12 A may be assessed against any person 

engaging in business in the City during that tax year as if this Ordinance had not been passed, except 

that such assessment may be made and collected notwithstanding any statute &/limitations provided by 

Article 6. 

Section 6. The Business and Tax Regulations Code is hereby amended by adding 

Article 36, consisting of Sections 3601 through 3616, to read as follows: 

ARTICLE 36: COMMERCIAL RENTS TAX 

SEC. 3601. SHORT TITLE. 

This Article 36 shall be known as the "Commercial Rents Tax Ordinance," and the tax it 

imposes shall be known as the "Commercial Rents Tax." 

SEC. 3602. DEFINITIONS. 

(a) Unless otherwise defined in this Article 36, the terms used in this Article shall have the 

meanings given to them in Articles 6and12-A-1 ofthe Business and Tax Regulations Code, as 
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amended from time to time. All references to Sections of the Planning Code are to the text of those 

Sections as o[June 5, 2018. 

(/z) For purposes of this Article 36, the tallowing definitions shall apply: 

"Commercial Space" means any building or structure, or portion ofa building or structure, 

that is not "residential real estate," as that term is defined in Section 954.l (c) o[Article 12-A-1 ofthe 

Business and Tax Regulations Code, as amended from time to time. Notwithstanding the preceding· 

sentence, Commercial Space shall not include any building or structure, or portion of a building or 

structure, that is used [or: 

(1) Industrial Use as defined in Section 102 ofthe Planning Code,· 

(2) Arts Activities as defined in Section 102 ofthe Planning Code,· or 

(3) Retail Sales or Service Activities or Retail Sales or Service Establishments, as 

defined in Section 303.1 (c) of the Planning Code, that are not Formula Retail uses as defined in 

Section 303.1 (/z) o[the Planning Code. 

"Warehouse Space" means Commercial Space that is used [or Commercial Storage, [or 

Volatile Materials Storage, [or Wholesale Storage, or as a Storage Yard, as each ofthese capitalized 

terms is defined in Section 102 of the Planning Code. 

SEC. 3603. IMPOSITION OF TAX 

(a) Except as otherwise provided in this Article 36, [or the privilege of engaging in the business 

o[leasing Commercial Space in properties in the City, the City imposes an annual Commercial Rents 

Tax on each person engaged in business within the City that receives gross receipts from the lease of 

Commercial Space in properties in the City. For purposes of this Article 36, the term "lease" includes 

any "sublease. " 
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(b) The Commercial Rents Tax shall be calculated by applying the [ollo-vving percentages to the 

person or combined group's gross receipts from the lease of Commercial Space in properties in the 

City: 

(1) 1 % to the person or combined group's gross receipts from the lease of Warehouse 

Space in properties in the City,· and 

(2) 3. 5% to the person or combined group's gross receipts from the lease of all other 

Commercial Space in properties in the City. 

SEC. 3604. OPERATIVE DATES OF TAX 

Jfthe final judicial decision in San Francisco Superior Court Case No. CGC-18-568657 

(Howard Jarvis Taxpayers Association et al. v. City and County of San Francisco et al.) has the effect of 

invalidating the Early Care and Education Commercial Rents Tax in Article 21 of the Business and Tax 

Regulations Code, then the Commercial Rents Tax in this Article 36 shall become operative [or tax 

years beginning on or after January 1 of the tax year following the date on which such court decision 

becomes final, and shall continue in effect for 15 tax years, after which it shall cease to apply and the 

City Attorney shall cause this Article 3 6 to be removed from the Business and Tax Regulations Code. 

SEC. 3605. EXEMPTIONS AND EXCLUSIONS. 

(a) An organization that is exempt from income taxation by Chapter 4 (commencing with 

Section 23701) of Part 11 of Division 2 ofthe California Revenue and Taxation Code or Subchapter F 

(commencing with Section 501) of Chapter 1 of Subtitle A of the Internal Revenue Code of1986, as 

amended, as qualified by Sections 502, 503, 504, and 508 ofthe Internal Revenue Code 0(1986, as 

amended, shall be exempt from taxation under this Article 36, only so long as those exemptions 

continue to exist under state or federal law. 
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(b) For purposes ofthis Article 36, gross receipts from the lease of Commercial Space shall not 

include receipts from the leasing of Commercial Space to: (1) organizations described in subsection (a) 

ofthis Section 3605; or (2) federal, state, or local governments. 

(c) For purposes ofthis Article 36, gross receipts from the lease of Commercial Space shall not 

include receipts from business activities if and only so long as and to the extent that, the City is 

prohibited from taxing such receipts under the Constitution or laws of the United States or under the 

Constitution or laws o(the State of California. 

(d) For only so long as and to the extent that the City is prohibited from imposing the 

Commercial Rents Tax, any person upon whom the City is prohibited under the Constitution or laws of 

the State of California or the Constitution or laws oft he United States from imposing the Commercial 

Rents Tax shall be exempt from the Commercial Rents Tax. 

(e) For purposes ofthis Article 36, gross receipts from the lease of Commercial Space shall not 

include rent that is subject to the tax imposed under Articles 7 or 9 of the Business and Tax Regulations 

Code, and shall not include rent that would be subject to the tax imposed under Article 7 or Article 9 

but for the exemptions from that tax under Section 506 of Article 7 or Section 606 ofArticle 9. 

SEC. 3606. SMALL BUSINESS EXEMPTION. 

Notwithstanding any other provision ofthis Article 36, a person or combined group exempt 

from payment ofthe gross receipts tax under Section 954.1ofArticle12-A-l, as amended from time to 

time, shall also be exempt from payment ofthe Commercial Rents Tax. 

SEC. 3607. CREDIT FOR CHILD CARE FACILITIES. 

(a) Any person subject to the Commercial Rents Tax imposed under this Article 36 that leases 

or provides Commercial Space in a property in the City for a Qualifj;ing Child Care Facility that 

operates [or more than six months in a tax year shall be allowed a credit against the Commercial Rents 
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Tax (Or that tax year. !fa person entitled to the credit under this Section 3607 is required to file a 

Commercial Rents Tax return on a combined basis under Section 3608, the credit may be claimed 

against the Commercial Rents Tax liability required to be reflected on the combined return (Or that tax 

year. In no event shall the credit allowed under this Section 3 607 reduce a person or combined 

group's Commercial Rents Tax liability (Or any tax year to less than zero, and no credit shall be 

allowed as a carriforward to a subsequent tax year. 

(b) For purposes of this Section 3607, the credit (Or a tax year shall be based on the total 

number o(Jnfants, Toddlers, and Preschool-Age Children (Or which the Qualifj;ing Child Care Facility 

is licensed by the Cali(Ornia Department of Social Services to provide care and shall be in the amount 

prescribed in the table below. 

Number o[_Jn[_ants, Toddlers, and Preschool-Age Amount o[_ Credit 
Children 

1to49 $7,200 

50 to 99 $16,000 

JOO or more $36,000 

(c) The (Ollowing definitions shall apply (Or purposes of_this Section 3607. 

(1) "Qualifj;ing Child Care Facility" means a [_acility that is licensed by the Cali(Ornia 

Department o[_Social Services, or any successor agency, to provide non-medical care to Jn[_ants, 

Toddlers, Preschool-Age Children, or any combination thereo{_in need o{_personal services, 

supervision, or assistance essential (Or sustaining the activities o[_dailv living or (Or the protection of 

the individual on less than a 24-hour basis in a group setting. 

(2) "Jn[_ants" means children under two years of age. 

(3) "Toddlers" means children between the ages oU 8 months and 30 months. 

(4) "Preschool-Age Children" means children who are enrolled in a child day care 

center licensed by the Cali(Ornia Department o[_Social Services, or any successor agencv. and who are 
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not enrolled in a child care center or part of a child care center where less than 24-hour per day 

non-medical care and supervision are provided to Infants or School-Age Children. 

(5) "School-Age Child" means a child who has entered the first grade or above or who 

is in a child care program providing care and supervision exclusively to children enrolled in 

kindergarten and above. 

(d) To be eligible for the credit authorized under this Section 3607, persons wishing to claim 

the credit must: 

(1) Maintain a reasonable method of documentation that can be reviewed or verified 

objectively that demonstrates that the person is eligible for the credit provided for in this Section 3607, 

and provide such documentation to the Tax Collector upon request; and 

(2) File a timely annual Commercial Rents Tax return regardless o[the amount of 

liability, if any, shown on the return afi:er claiming the credit provided for in this Section 3607. 

(e) The Tax Collector shall veri'fj; that any credit claimed pursuant to this Section 3607 is 

correct. The Office of Early Care and Education, or any successor agency, shall provide to the Tax 

Collector upon request such information that the Tax Collector may require to verifj; that a Qualifj;ing 

Child Care Facility for which the credit is claimed meets the eligibility requirements of this 

Section 3607, and the Tax Collector may share taxpayer information with the Office of Early Care and 

Education, or any successor agency, for this purpose. To the extent permitted by law, the Office of 

Early Care and Education, or any successor agency, shall maintain the confidentiality of any such 

information that the Tax Collector provides, and shall be subject to Section 6.22-1 ofArticle 6 of the 

Business and Tax Regulations Code with respect to such information. 

(f) The Tax Collector shall submit an annual report to the Board of Supervisors for each year 

"for which the credit authorized under this Section 3607 is available, that sets forth aggregate 

information on the dollar value of the credits taken each year and the number ofpersons taking the 

credit. 
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SEC. 3608. FILING,· COMBINED RETURNS. 

(a) Persons subject to the Commercial Rents Tax shall file returns at the same time and in the 

same manner as returns filed for the gross receipts tax (Article 12-A-1 ), including the rules {Or 

combined returns under Section 956.3, as amended from time to time. 

(b) !fa person is subject to the Commercial Rents Tax but is not required to file a gross 

receipts tax return, such person or combined group's Commercial Rents Tax return shall be filed at the 

same time and in the same manner as if such person or combined group were required to file a gross 

receipts tax return. 

(c) For purposes o[this Article 36, a lessor ofresidential real estate is treated as a separate 

person with respect to each individual building in which it leases residential real estate units, 

notwithstanding Section 6. 2-15 of Article 6, as amended from time to time, or subsection (a) of this 

Section 3608. This subsection (c) applies only to leasing residential real estate units within a building, 

and not to any business activity related to other space, either within the same building or other 

buildings, which is not residential real estate. The Tax Collector is authorized to determine what 

constitutes a separate building and the number of units in a building. 

SEC. 3609. TAX COLLECTOR AUTHORIZED TO DETERMINE GROSS RECEIPTS. 

The Tax Collector may, in his or her reasonable discretion, independently establish a person or 

combined group's gross receipts from the lease of Commercial Space in properties in the City and 

establish or reallocate gross receipts among related entities so as to fairly reflect the gross receipts 

from the lease of Commercial Space in properties in the City of all persons and combined groups. 
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SEC. 3610. CONSTRUCTION AND SCOPE OF THE COMMERCIAL RENTS TAX 

ORDINANCE. 

(a) This Article 36 is intended to authorize application of the Commercial Rents Tax in the 

broadest manner consistent with its provisions and with the California Constitution, the United States 

Constitution, and any other applicable provision of.federal or state law. 

{Q) The Commercial Rents Tax imposed by this Article 36 is in addition to all other City taxes, 

including the gross receipts tax imposed by Article 12-A-1 of the Business and Tax Regulations Code, 

as amended from time to time. Accordingly, by way of example and not limitation, persons subject to 

both the Commercial Rents Tax and the gross receipts tax shall pay both taxes. Persons exempt from 

either the gross receipts tax or the Commercial Rents Tax, but not both, shall pay the tax from which 

they are not exempt. 

SEC. 3611. ADMINISTRATION OF THE COMMERCIAL RENTS TAX ORDINANCE. 

Except as otherwise provided under this Article 36, the Commercial Rents Tax Ordinance shall 

be administered pursuant to Article 6 of the Business and Tax Regulations Code, as amended from time 

to time. 

SEC. 3612. DEPOSIT OF PROCEEDS. 

The Commercial Rents Tax is a general tax. Proceeds of the Commercial Rents Tax are to be 

deposited in the City's general f.und and can be spent for any City purposes. 

SEC. 3613. AMENDMENT OF ORDINANCE. 

The Board ofSupervisors may amend or repeal this Article 36 by ordinance without a vote of 

the people except as limited by Article XIII C of the California Constitution. 
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SEC. 3614. EFFECT OF STATE AND FEDERAL AUTHORIZATION. 

To the extent that the City's authorization to impose or to collect any tax imposed under this 

Article 36 is expanded or limited as a result of changes in state or federal statutes, regulations, or other 

laws, or judicial interpretations o(those laws, no amendment or modification of this Article shall be 

required to conform the taxes to those changes, and the taxes are hereby imposed in conformity with 

those changes, and the Tax Collector shall collect them to the fit!! extent of the City's authorization up 

to the fit!! amount and rate o[the taxes imposed under this Article. 

SEC. 3615. SEVERABILITY. 

(a) Except as provided in Section 3615@), belovv, if any section, subsection, sentence, clause, 

phrase, or word of this Article 36, or the application thereofto any person or circumstance, is for any 

reason held to be invalid or unconstitutional by a decision of any court of competent jurisdiction, such 

decision shall not a[fect the validity of the remaining portions oft his Article, including the application 

of such portions to other persons or circumstances. The People oft he City and County of 

San Francisco hereby declare that, except as provided in Section 3615@), they would have adopted 

each section, subsection, sentence, clause, phrase, and word of this Article not declared invalid or 

unconstitutional without regard to whether any other portion ofthis Article would be subsequently 

declared invalid or unconstitutional. 

(Q) Jfthe imposition ofthe Commercial Rents Tax in Section 3603 ofthis Article 36 is held in 

its entirety to be facially invalid or unconstitutional in a final judicial decision, the remainder o[this 

Article 3 6 shall be void and of no force and effect, and the City Attorney shall cause it to be removed 

from the Business and Tax Regulations Code. 

Page 82 



SEC. 3616. SAVINGS CLAUSE. 

No section, clause, part, or provision of this Article 36 shall be construed as requiring the 

payment of any tax that would be in violation of the Constitution or laws o[the United States or ofthe 

Constitution or laws of the State of California. 

Section 7. Notwithstanding Articles 21 and 28 of the Business and Tax Regulations 

Code, nothing in this ordinance shall increase the amount of any tax imposed under Article 21 

or Article 28. 

Section 8. Tax Proceeds Subject to Regular Audits. Uses of tax proceeds generated 

under this ordinance shall be subject to regular audits and performance reviews by the 

Controller as permitted by Charter Appendix F, which shall be submitted to the Mayor and 

Board of Supervisors. 

Section 9. Appropriations Limit Increase. Pursuant to California Constitution 

Article XIII Band applicable laws, for four years from November 3, 2020, the appropriations 

limit for the City shall be increased by the revenues collected under Articles 12-A-1 and 36 of 

the Business and Tax Regulations Code. 

Section 10. The unchanged code text in Section 2 of this ordinance assumes that the 

Board of Supervisors ordinance with the short title "Business and Tax Regulations Code - Tax 

Penalties and Interest; Administration of Cannabis Business Tax," amending Section 6.9-3 of 

Page 83 



the Business and Tax Regulations Code, is enacted before November 3, 2020. If such 

ordinance has not been enacted by that time, the City Attorney's Office is directed to make the 

necessary conforming language changes to Section 6.9-3. 

Section 11. 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 12. 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 portions or applications of the ordinance. The 

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

this ordinance and each and every section, subsection, sentence, 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 13. Effective and Operative Dates. 

(a) The effective date of this ordinance shall be ten days after the date the official vote 

count is declared by the Board of Supervisors. 
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(b) The operative date of this ordinance shall be January 1, 2021, except for the repeal 

of Business and Tax Regulations Code Section 906.3-1 in Section 4 of this ordinance, which 

shall be operative on February 1, 2021. 

* * 

Date: 
LONDON N. BREED . ' I I 

Mayor, City and County of San Francisco 

n :\legana \as2020\2000.252\01455267. docx 
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