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

BOARD of SUPERVISORS

MEMORANDUM

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

FROM: Linda Wong, Assistant Clerk by v 3
Budget and Finance Committee

DATE: June 23, 2020

SUBJECT: REFERRAL FROM BOARD OF SUPERVISORS
Budget and Finance Committee

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

File No. 200652

Hearing to consider the proposed Initiative Ordinance submitted by four or
more Supervisors to the voters for the November 3, 2020, Election, entitled
“Ordinance amending the Business and Tax Regulations Code to impose
an additional tax on the stock-based compensation payroll expense of
publicly traded companies and publicly traded company groups; and to
increase the City's appropriations limit by the amount collected under the
tax for four years from November 3, 2020.”

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

Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102.
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RESPONSE FROM SMALL BUSINESS COMMISSION - Date:

No Comment

Recommendation Attached

Chairperson, Small Business Commission



By 4 or more Supervisors or the Mayor

I, hereby submit the following proposed initiative measure for hearing before the Board of
Supervisors’ Rules Committee prior to the submittal of the proposed initiative measure to the

Submittal Form

For Proposed Initiative Measure(s)
Prior to submittal to the Department of Elections

Department of Elections (per Proposition C, November 2007).

- This matter is for the November 3 2020 Election.

Sponsors: Supervisor Gordon Mar; Hillary Ronen, Dean Preston, Aaron Peskin.

Subject: Initiative Ordinance - Business and Tax Regulations Code - Stock-Based

Compensation Tax

The text is listed below or attached:

(See attached.)

Supervisor Gordon Mar:
Supervisor Hillary Ronen:
Supervisor Dean Preston:

Supervisor Aaron Peskin:
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PROPOSED INITIATIVE ORDINANCE TO BE SUBMITTED BY: FOUR OR MORE
SUPERVISORS TO THE VOTERS AT THE NOVEMBER 3, 2020 ELECTION

[Under Charter Section 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 Eleotlons set in Municipal
Elections Code Section BOO(b) ] A

[Initiative Ordinance - Business and Tax Regulations Code - Stock-Based Compensation Tax]

Ordinance amending the Business and Tax Regulations Code to impose an additional
tax on the stock-based compensation payroll expense of publicly traded companies
and publicly traded company groups; and to increase the City’s appropriations limit by

the amount collected under the tax for four years from November 3, 2020.

NOTE: Unchanged Code text and uncodified text are in plain font.
Additions to Codes are in sin, le—underlme ztalzcs Times New Roman font.
Deletions to Codes are in . :
Asterisks (* * * %) mdlcate the omission of unchanged Code
subsections or parts of tables.

Be it ordained by the People of the City and County of San Francisco:
Section 1. Pursuant to Article Xl 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. If the voters at the November 3, 2020 election do not adopt ahy measure to

repeal the payroll expense tax imposed by Article 12-A of the Business and Tax Regulations
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Code, the Business and Tax Regulations Code is hereby amended in accordance with this |
Séction'2 by adding Article 35, consisting of Sections 3501 through 3511, .to read as follows.
But if the voters at that election addpt any rﬁeasure to repeal the payroll expense tax imposed
by Article 12-A, the Buéiness and Tax Regulations Code shall instead be amended in

accordance with Section 3 of this measufé. '

ARTICLE 35: STOCK-BASED COMPENSATION TAX

SEC. 3501. SHORT TITLE.

This Article 35 shall be known as the “Stock-Based Compensation Tax Ordinance,” and the tax

it imposes shall be known as the “Stock-Based Compensation Tax.”

SEC. 3502. DEFINITIONS.

Unless otherwise defined in this Article 35, the terms used in this Article shall have z‘heA

meanings given to them in Articles 6 and 12-4 ofthe Business and Tax Regulations Code, as amended

from time to time.

For purposes of this Article 35, the following ‘deﬁnitions apply:

“Compensation”’ means salaries, wages, bonuses, commissions, property issued or transferred

in exchange for the performance of services (including bui not limited to stock options), compensation

for services to owners of pass-through entities, and any form of remuneration to employees for services.

“Payroll Expense’ means payroll expense as that term is defined in Section 902.1 of

Article 12-A of the Business and Tax Regulations Code, as amended from time to time, except that

taxpayers must calculate the amount of compensation to owners of a pass-through entity subject to the

Stock-Based Compensation Tax, and may not rely on the presumption for compensation to owners of a

pass-through entity in the last sentence of Section 902.1(d).
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“Public Company” means a person whose stock is traded on a public exchange.

“Public Company Group” means a group of persons that consists of a parent entity and one or

more persons that are more than 50%-owned, by voting power, directly or indirectly, by that parent

entity, where the group includes a Public Company during all or any portion of the tax vear.

Ownership inteirests owned. directly or indirectly, by a person shall bé considered as being owned

proportionately by that person’s owners.

“Stock-Based Compensation” means any Compensation in the form of. or dependent on the

value of. stock interests in a Public Company, including but not limited to stock, stock options,

restricted stock, restricted stock units, stock acquired as a result of emplovee stock purchase plans,

stock appreciation rights, and phantom stock.

“Stock-Based Compensation Payroll Expense” means Payroll Expense that is attributable to

Stock-Based Compensation. For purposes of this definition and this Article 35, the biotechnology

exclusion under Section 906.1 of Article 12-4 and the clean technology business exclusion under

Section 906.2 of Article 12-4 shall not apply.

SEC. 3503. IMPOSITION OF TAX.

(a) Except as otherwise provided in this Article 35, for the privilege of engaging in business in

the Citv, the City imposes an annual Stock-Based Compensation Tax on each person engaging in

business within the City that has Stock-Based Compensation Payroll Expense and that is either a

Public Company or is part of a Public Company Group.

(b) The Stock-Based Compensation Tax shall be calculated by multiplying the person’s

Stock-Based Compensation Payroll Expense durz'ng the tax vear attributable to the City, as set forth in

Section 904 of Article 12-4 of the Business and Tax Regulations Code, by 1.12%.

(c) Stock-Based Compensation shall be included in a person’s Stock-Based Compensation

Payroll Expense at the same time and in the same amount as in Article 12-4.
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(d) The Stock-Based Compensation Tax shall be retroactive to January I, 2020, and shall apply

to all Stock-Based Compensation included in Stock-Based Compensation Payroll Expense on or after

January 1, 2020.

SEC. 3504. EXEMPTIONS.

(a) The exemptions under Section 906(a) through Section 906(e) of Article 12-A shall apply to

the Stock-Based Compensation Tax.

(b) A person that is exempt from the payroll expense tax as a small business enterprise under

Section 905-4 of Article 12-4 of the Business and Tax Regulations Code ShaIZ be exempt from the

Stock-Based Compensation Tax. This exemption shall not apply to persons subject to the

administrative office tax under Section 953.8 of Article 12-A-1 of the Business and Tax Regulations

Code.

SEC. 3505. . CONSTRUCTION AND SCOPE OF THE ST OCK-BASED COMPENSATION TAX

ORDINANCE.

(a) This Article 35 is intended to authorize application of the Stock-Based Compensation 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.

(b) The Stock-Based Compensation Tax imposed by this Article 35 is in addition to all other .

City taxes, including without limitation the payroll expense tax imposed by Article 12-A of the Business

and Tax Regulations Code, as amended from time to time, and the adminisirative office tax impbsed

under Section 953.8 of 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 Stock-Based

Compensation Tax and the payroll expense tax shall pay both taxes. Persons exempt from either the
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payroll expense tax or the Stock-Based Compensation Tax, but not both, shall pay the tax from which

they are not exempt.

SEC. 3506. ADMINISTRATION OF THE STOCK-BASED COMPENSATION TAX

ORDINANCE.

(a) Excebz‘ as otherwise provided under this Article 35, the Stock-Based Compensation Tax

shall be administered pursuant to Article 6 of the Business and Tax Regulations Code, as amended

from time to time, including without limitation all penalties and other charges imposed by that Article.

(b) The provisions applicable to combined groups in Section 907 of Article 12-4 of the

Business and Tax Regulations Code shall apply to the Stock-Based Compensation Tax.

SEC. 3507. DEPOSIT OF PROCEEDS.

" The Stock-Based Compensation Tax is a general tax. Proceeds of the Stock-Based

Compensation Tax are to be deposited in.the City’s general fund and can be spent for any City

purposes.

SEC. 3508. AMENDMENT OF ORDINANCE,

The Board of Supervisors may amend o¥ repeal this Article 35 by ordinance without q vote of

the people except as limited by Article XIII C of the California Constitution.

SEC. 3509. EFFECT OFSTATEAND FEDERAL AUTHORIZATION.

To the extent that the City’s authorization to impose or to collect any tax imposed under this

Article 35 is expanded or limited as a result of changes in state or federal statutes, regulations, or other

laws, or judicial interpretations of 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
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those changes, and the Tax Collector shall collect thém to the full extent of the City’s authorization up

to the full amount and rate of the taxes imposed under this Article.

- SEC. 3510. SEVERABILITY..

(a) Except as provided in Section 3510(c), below, if any section, subsection, sentence, clause,

phrase, or word of this Article 35, 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 of applications of this Article. The Péople of the City and

Couhfy of San Francisco hereby declare that, except as provided in Section 3510(c), they would have

adopted this Article 35 and each and every section, subsecz‘ion, sentence, clause, phrase, and word not

" declared invalid or unconstitutional without regard fo whether any other portion of this Article or

application thereof would be subsequently declared invalid or unconstitutional.

(b) Ifthe retroactive operation of the Stock-Based Compensation Tax as stated in

Section 35 03(d) is held to be invalid or unconstitutional in a final judicial decision, the Stock-Based

Compensation Tax shall be operative the first dav of Janyqry following the effective date of this

Article 35, and references to January 1, 2020 in Section 3503(d) shall instead be to such operative
date.

(c) Ifthe imposition of the Stock-Based Compensation Tax in Section 3503 is held in its

entirety to be facially invalid or unconstitutional in a final judicial decision, the remainder of this

Article 35 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.
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SEC. 3511. SAVINGS CLAUSE.

No section, clause, part, or provision of this Article 35 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.

Section 3. If the voters at the November 3, 2020 election adopt any measure to repeal
the payroll expense tax imposed by Article 12-A of the Business and Tax Regulations Code,
the Business and Tax Regulations Codé is hereby amended in accordance with this
Section 3, by adding Article 35, consisting of Sections 3501 through 3513, tb read as follows.
But if the voters at that election do not adopt any measure to rebeal the payroll expense tax
imposed by Article 12-A, the Business and Tax Regulations Code shall instead be amended

in accordance with Sectioh 2 of this measure.

ARTICLE 35: STOCK-BASED COMPENSATION TAX

SEC. 3501. SHORT TITLE.

This Article 35 shall be Jmown as the “Stock-Based Compensation Tax Ordfnance, ” and the tax

it imposes shall be known as the “Stock-Based Compensation Tax.”

SEC. 3502. DEFINITIONS.

Unless otherwise defined in this Article 35, the terms used in this Article shall have the

meanings given to them in Article 6 of the Business and Tax Regulations Code, as amended from time

fo time.
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For purposes of this Article 35, the followz’ng definitions apply:

“Compensation’’ means 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 of Pass-Through Entities, and any form of remuneration to employees for

services.

“Pass-Through Entity” includes a trust, partnership, corporation described in Subchapter S of

the Internal Revenue Code bf 1986, as amended, limited liability company, limited liability partnershin,

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.

' “Payroll Expense” has the meaning set forth in Section 3503.

“Public Company” means q person whose stock is traded on a public exchange.

“Public Company Group’ means a group of persons that consists of a parent entity and one or

more persons that are more than 50%-owned_by voting power, directly or indirectly, by that parent

entity, where the group includes a Public Company during all or any portion of thg tax year.

Ownership interests owned, directly or indirectly, by a person shall be considered as being owned

proportionately by that person’s owners.

“Stock-Based Compensation” means any Compensation in the form of. or dependent on the

value of, stock interests in a Public Company, including but not limited to stock, stock options,

restricted stock, restricted stock units, stock acquired as a result of employee stock purchase plans,

stock appreciation rights, and phantom stock.

“Stockaasea’ Compensation Payroll Expense” means Payroll Expense attributable to Stock-

Based Compensation.
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SEC. 3503. PAYROLL EXPENSE.

(a) The term “Payroll Expense” means the Compensation paid to, on behalf of. or for the

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

Company (“LLC”), who during any tax vear, perform work or render services, in whole or in part in

the City; and if more than one individual or shareholders of a 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 to all such individuals and shareholders of a

professional corporation or members of an LLC.

(b) 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 vear

in which such right is exercised an amount equal to the excess of (1) the fair market value of such

ownership interest on the date such right is exercised over (2) the price paid for such interest.

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

processor shall be deemed an employee of the real estate broker or morteage 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 of this Section 3503, “real estate broker” and “mortgage broker” refer to any individual

licensed as such under the laws of 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, recardless of whether the

individual is licensed as a real estate broker under the law of the State of California; a “morteage

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 g mortgage processor under an agreement with such
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real estate broker or mortgage broker, regardless of whether the mortgage processor is also licensed

as a mortgage broker under the laws of the State of California.

(d)_All Compensation, including all pass-through Compensation for services paid to, on behalf

of. or for the benefit of owners of a Pass-Through Enz‘ii‘y, Shall be included in the calculation of such -

entity’s Payroll Expense for purposes of determining such entity’s tax Liability under this Article 35.

For purposes of this Section 3503, the “pass-through Compensation for services” of a Pass-Through

Entity shall be the aggregate Compensation paid by such entity for personal sef_vz'ces rendered by all

such owners, and shall not include any return on capital investment.

SEC. 3504. IMPOSITION OF TAX.

(a) Except as otherwise provided in this Article 35, for the privilege of engaging in business in

the City, the City imposes an annual Stock-Based Compensation Tax on each person engaging in

business within the City that has Stock-Based Compensation Payroll Expense and z‘hat is either a

Public Company or is part of a Public Company Group.

(b) The Stock-Based Compensation Tax shall be calculated by multiplying the person’s

Stock-Based Compensation Payroll Expense during the tax year attributable to the City, as set forth in

Section 3505, by 1.12%.

(c)’ The Stock-Based Compe;fzsation Tax shall be retroactive to January 1, 2020, and shall apply

to all Stock-Based Cpmpensation included in Stock-Based Compensation Payroll Expense on or after

January 1, 2020.

SEC. 3505. APPORTIONMENT OF STOCK-BASED COMPENSATION PAYROLL EXPENSE.

Where Stock-Based Compensation Payroll Expense is incurred by reason of work performed or

services rendered by an individual, wholly within the City, all of the Stock-Based Compensation

~ Payroll Expense for such individual Shdll be attributable to the City and subject to the Stock-Based
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Compensation Tax in this Article 35, Where Stock-Based Compensation Payroll Expense is incurred

by reason of work performed or services rendered by an individual partly within and partly without the

City, the porz‘z"on of such Stock-Based Compensdtz’on Payroll Expense attributable to the City (and

subject to the Stock-Based Compensation Tax in this Article 35) shall be determined as follows:

(a) Except as otherwise provided in this Section 3505, the portion of such Stock-Based

Compensation Payroll Expense attributable to the City shall be the portion of such Stock-Based

Compensation Payroll Expense which the total number of working hours employed within the City

bearé to the total number of working hours within and without the City.

(b) If the amount of such Stock-Based Compensation Payroll Expense depends on the volume of

business transacted by such individual, then the portion of such Stock-Based Compensation Payroll

Expense attributable to the City shall be the portion of such Stock-Based Compensation Payroll

Expense which the volume of business z‘r_ansacted by such individual in the City bears to the volume of

business transacted by such individual within and without the City.

(¢) If'itis impracticable, unreasonable or improper to apportion such Stock-Based

Compensation Payroll Expense as aforesaid either because of the particular nature of the services of

such individual, or on account of the unusual basis of Compensation, or for any other reason, then the

amount of such Stock-Based Compensation Payroll Expense reasohably 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 re,qulation& issued or promulgated by the Tax

Collector for the purpose.

(d) Ifthe Tax Collector determines that the percentage of Stock-Based Compensation Payroll

Expense attributable to the City, for any one or more persons, is a relatively stable percentage, the Tax

Collector mdy establish that percentage as a prima facie evidence of Stock-Based Compensation

Payroll 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
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Tax Collector any sienificant change in the taxpayver’s mode of business which may impact the portion

of the person’s Stock-Based Cempensation Payroll Expense which is attributable to the City; and,

provided further, that the Tax Collector may rescind any such fixed percentage at any time by

providing written notice to the taxpayer of such rescission.

SEC. 3506. EXEMPTIONS.

(a) An organization that is exempt from income taxation by Chapter 4 (commencing with

Section 23701) of Part 11 of Division 2 of the California Revernue and Taxation Code or Subchapter I

(commencing with Section 501) of Chapter 1 of Subtitle A of the Ihternal Revenue Code of 1 986, as

amended, as qualified by Sections 502, 503, 504, and 508 of the Internal Revenue Code of 1986, as

amended, shall be exempt from taxation under this Article 35, only so long as those exemptions

continue to exzsz‘ under state or federal law

(b) For onlv so long as and to the extent that the City is prohibited from imposing the

Stock-Based Compensation Tax or the gross receipts tax in Article 12-A-1, any person upon whom the

City is prohibited under the Constitution or laws of the State of California or the C’onstimz‘ion or laws

of the United States from imposing the Stock-Based Compensdtion Tax or the gross receipts tax in

Article 12-4-1 shall be exempt from the Stock-Based Compensation Tax.

(c) A small business enterprise shall be exempt from the Stock-Based Compensation Tax. For

purposes of this Section 3506(c), the term “small business enterprise” means any person whose taxable

Stock-Based Compensation Payroll Expense does not exceed $100,000. For persons that are required

to file ezs a combined group undef Section 3508(b), the $100,000 threshold shall apply to the aggregate

amount of taxable Stock-Based Compensation Payroll Expense of all persons that are required to be

included in the combined group. For the 2022 tax vear and each second succeeding tax vear, the Tax

Collector shall increase the ceiling for the small business enterprise tax exemption (rounded to the

nearest $10,000 increment) to reflect increases in the United States Department of Labor’s Bureau of
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Labor Statistics consumer price index for all urban customers for the San Francisco-Oakland-San Jose

areq for each of the preceding two tax vears.

SEC. 3507. CONSTRUCTION AND SCOPE OF THE STOCK-BASED COMPENSATION TAX
ORDINANCE. |

(a) This Article 35 is intended to authorize application of the Stock-Based Compensation 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.

(b) _The Stock-Based Compensation Tax imposed by this Article 35 is in addition fo all other

City taxes, including without limitation the administrative office tax imposed under Section 953.8 of

Article 12-A-1 of the Business and Tax Regulations Code, as amended from time o time. Accordingly,

by way of example and not limitation, persons subject to both the Stock-Based Compensation Tax and

the administrative office tax shall pay both taxes. Persons exempt from either the administrative office

tax or the Stock-Based Compensation Tax, but not both, shall pay the tax from which they are not

- exempt.

SEC. 3508. ADMINISTRATION OF THE STOCK-BASED COMPENSATION TAX

ORDINANCE.

(a) Except as otherwise provided under this Article 35, the Stock-Based Compensaﬁon Tax

shall be administered pursuant to Article 6 of the Business and Tax Resulations Code, as amended

from time to time, including without Limitation all penalties and other charges imposed by that Article.

(b) A combined group, as described in Section 956.3 of Article 12-4-1 of the Business and Tax

Regulations Code, must file a singlé Stock-Based Compensation Tax return, and must choose a single

person to file the return on its behalf Each person within the combined group engaging in business

within the City must provide a power of attorney to the person filing the return, authorizing that person
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to file said return and to act on behalf of each person within the combined group with réspect to

payments, z‘efunds, audits, resolutions, and any other items related to the tax liability reflected in the

return. The power of 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 35

and Article 6. The person filing any combined return shall pay the tax 'liabz'lil‘y 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 Stock-Based Compensation Tax liability of the combined group, including the small

business enterprise exemption in Section 3506(c), shall be determined on a combined basis, using the

. Stock-Based Compensation Payroll Expense of all persons in the combined group that are engaged in

busines.g within the City.

SEC. 3509. DEPOSIT OF PROCEEDS.

The Sz‘ock—Bdsed Compensation Tax is a general tax. Proceeds of the Stock-Based

Compensation Tax are to be deposited in the City’s general fund and can be spent for any City

purposes.

SEC. 3510. AMENDMENT OF ORDINANCE.

The Board of Supervisors may amend or repeal this Article 35 by ordinance without a vote of

the people exéepz‘ as limited by Article XIIZ C of the C’alz'fo_rnia Constitution.

SEC. 3511. EFFECT OF STATE AND FEDERALAUTHORIZATION.

To the extent that the City’s authorization to impose or to collect any tax imposed under this

Article 35 is expanded or limited as a result of changes in state or federal statutes, regulations, or other

laws, or judicial interpretations of 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
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those changes, and the Tax Collector shall collect them to the full extent _of {_he Cz’ty 's authorization up

to the full amount and rate of the taxes imposed under this Article.

SEC. 3512. SEVERABILITY.

(a) Except as provided in Section 3512(c), below, if any section, subsection, sentence, clause,

phrase, or word of this Article 35, 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 this Article. The People of the City and

County of San Francisco hereby declare that, except as provided in Section 3512(c), they would have

adopted this Article 35 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 Article or

application thereof would be subsequently declared invalid or unconstitutional.

(b) If the retroactive operation of the Stock-Based Compensation Tax as stated in

Section 3504(c) is held to be invalid or unconstitutional in a final judicial decision, the Stock-Based

Compensation Tax shall be operative the first day of January following the effective date of this

Article 35, and references to January 1, 2020 in Section 3504(c) shall instead be to such operative

date.

(¢c) Ifthe imposition of the Stock-Based Compensation Tax in Section 3504 is held in its

entirety to be facially invalid or unconstitutional in a final judicial decision, the remainder of this

-Article 35 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.
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SEC. 3513. SAVINGS CLAUSE.

No section, clause, part, or provision of this Article 35 shall be construed as requiring the

payment of any tax that would be in vzolatzon of the Constitution or laws of the United States or of the

Constitution or laws of the State of California.

Section 4. Appropriations Limit Increase. Pursuant to California Constitution

Article XIII B and applicable laws, for four years from November 3, 2020, the appropriations

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

Based Compensation Tax imposed under this measure.

Section 5. Effective Date. The effective date of this ordinance shall be ten days after

the date the official vote count is declared by the Board of Supervisors.

* * *

SUBMITTED.

"'ﬂ; m?/é’/’/;?

Gordon Mar

&Board of Supervisors

Hillary Ropen’
Member Board of Superwsors

) P

Deéﬁ Preston ’

Mem;:er ard of Supervisors

vAaron Peskin
Member, Board of Supervisors

n:\legana\as2020\1900500\01451781.docx

Date:

Date;

Date;

Date;
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