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

  BOARD of SUPERVISORS          San Francisco 94102-4689 
       Tel. No. 554-5184 
       Fax No. 554-5163 

     TDD/TTY No. 554-5227 

June 23, 2020 

  File No. 200656 

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

Dear Ms. Gibson: 

On June 16, 2020, the following proposed Initiative Ordinance for the November 3, 2020, 
Election was received by the Board of Supervisors’ Budget and Finance Committee: 

File No.  200656 

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: 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) modify the Gross 
Receipts Tax rates, 4) repeal the Payroll Expense Tax, 5) increase the Gross 
Receipts Tax on certain taxpayers for ten 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 10 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." 

This legislation is being transmitted to you for environmental review. 

Angela Calvillo, Clerk of the Board 

By:  Victor Young, Assistant Clerk 
  Rules Committee 
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Joy Navarrete, Environmental Planning 
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Submittal Form 
For Proposed Initiative Measure(s) 

Prior to the Submittal 
to the 

Department of Elections 
By 4 or more Board of Supervisors or the Mayor 

I, hereby submit the following proposed initiative measure(s) for hearing before the 
Board of Supervisors, Rules Committee prior to the submittal of the proposed initiative 
measure to the Department of Elections. (Prop C. Nov. 2007) 

This matter is for the November 3, 2020 Election. 

Sponsor(s): Supervisors Yee, Fewer, Peskin, Mar 

SUBJECT: Initiative Ordinance - Business and Tax Regulations Code - Business Tax Changes 

The text is listed below or attached: 

(See attached) 

Supervisor(s) or Mayor 

Date: 
&rpervi~or Aaron Peskin 

Time Stamp by Clerk's Office: 



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 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) modify the Gross 

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

Tax on certain taxpayers for 10 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 10 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 1'lm11 Roman font. 
Asterisks (* * * *) indicate the omission of unchanged Code 
subsections or parts of tables. 

Be it ordained by the People of the City and County of San Francisco: 
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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, for any tax year shall be as [ollows:each equal the lesser of': 

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

fi)-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 

f#)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% o{the gross receipts tax liability (including any liability 

cfor 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 [or tax year 2021)" or 

b. 25% of the payroll expense tax liability and gross receipts tax 

liability (including any liability for the tax on administrative office business activities imposed under 

Section 953.8 ofArticle 12-A-l) shown on the person or combined group's return for tax year 2020. If 
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the person or combined group did not file a return for tax year 2020, the person or combined group 

shall be deemed to have filed a return showing no liability for purposes o[this 

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) il?ee for registration years ending on or «fter June 3(-), 2(-)(-)4, hut ending on or before 

.lune 3(-), 2014. Except as otherwise provided in this Section and Section 856 oftliis 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, 201 4, payabfo in advance, shall be as follorvs: 

&n -FPancisco -Payroll &fpense 'Pax for the Annual Registration Fee 
Immediately -Preceding 'Pax ¥ear 

bess than $1: $8 

$1 to $10, 000 $l:M) 

$1: 0, 000. Ol: to $50, 000 W-Q 

1~lfore than $50, OQO $500 

(b) In the 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, 201: 4, has notfiled a tax return for the 

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

determine the amount o.ftlw registration fee required based on the applicant's estimated tax liability 
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under 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 Knding .lune 30, 2015. Except 

as otherwise provided in this Section and Section 856 o,fthis 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 follmvs: 

San Francisco Payroll Expense for the Annual Registration Fee 
Immediately F:receding ~ ¥ear 

$0 to $66.66 ~ 

$66. 67- to $7-5, 000 $-±-5() 

$ 7-5, 001 to $-100, 000 ~ 

$-100, 001 to $-150, 000 lr.}00 

$150, 001 to $200, 000 $+(){) 

$200, 00-1 to $250, 000 $800 

$250, 001 to $1, 000, 000 $JOO 

$1J000, 00-1 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, 00-1 to $ 40, 000, 000 $30,000 

$40, 000, 00-1 or more $35,000 

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

commencing July -1, 2014 and ending June 30, 2015, has notfiled a tax return for the immediately 

preceding tax year as required by Section 6.9 2 &/Article 6, the Tax Collector shall determine tlw 

amount o,fthe registration fee required based on the applicant's payroll expense under Article 12 A 

(Payroll Expense Tax Ordinance) fer the period covered by the registration certificate. 
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(~e) 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 

gross receipts pursuant to Article 12-A-1, Section 953.1 for the preceding tax year, shall be as 

follows: 
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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 for Registration Years Beginning On or After July l, 2021. 

(1) 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 l, 2021, payable in advance, shall be as follows: 

San Francisco Gross Receiets [pr the 
Immediately Preceding Tax Year Annual Registration Fee 

$0 to $100, 000 $52 

$100,000.01 to $250,000 $86 

$25 0, 000. 01 to $5 00, 000 $144 

$500,000.01 to $750,000 $288 

$750,000.01 to $1,000,000 $403 

$1,000,000.01 to $1,500,000 $575 

$1,500,000.01 to $2,500,000 $345 

$2,500,000.01 to $7,500,000 $575 
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$7,500,000.0J to $J5,000,000 $J, 725 

$J5,000,000.0J to $25,000,000 $5, 75J 

$25,000,000.0J to $50,000,000 $J 4,379 

$5 0, 000, 000. 0 J to $ J 00, 000, 000 $25,882 

$J 00, 000, 000. OJ to $200, 000, 000 $34,5J 0 

$200, 000, 000. 0 J and over $40,26J 

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

nrnvided in this Section 855 and Section 856 of this Article 12, for rezistration years begirz_ning on or 

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

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

o(Article J 2-A-J for the preceding tax year, shall be as follows: 

San Francisco Gross Receip..ts [_or the 
Immediately_ Preceding Tax Year Annual Registration Fee 

$0 to $J 00, 000 $43 

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

$250,000.0J 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 $2.30 

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

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

$J 5, 000, 000. OJ to $25, 000, 000 $4,3J 3 

$25,000,000.0J to $50,000,000 $8,627 

$50,000,000.0J to $JOO,OOO,OOO $J7,255 

$J 00, 000, 000. OJ to $200, 000, 000 $23,006 

$200, 000, 000. OJ and over $34,5JO 

Page 8 



(if) Except as provided in subsection (dg) (Fee for Persons Subject to Administrative 

Office TaxBusinessActivities), 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. 

(dg) Fee for Persons Subject to Administrative Office TaxBusinessActbities. 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 Office 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 

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

ferAdministrative Office TaxBusinessActivities 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 

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. 
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(fj) The amount of annual registration fee under subsections (.qe) and (rJg) 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 (lz) of this Section 855, for 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 [or 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 oft he preceding year, beginning July 1, 2022. 

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

Section 23 701) of Part 11 ofDivision 2 o[the California Revenue and Taxation Code or Subchapter F 

(commencing with ha-.,,1ing a formally recognized exemptionfrom income taxationpursitant to 

Section 501 (c), 501 (d) or 40l(a) of Chapter 1 ofSubtitle 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 net-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 also engaged r+·ithin the City in an unrelated trade or business ·within the meaning of' 

Section 906 o.fArticle 12 A or Section 95 4 (}}Article 12 A 1. 

(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. 

(j}) 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 
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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 ) F'or tlw registration year commencing on or after July 1, 2 014 and ending 

June 30, 2015, the fee for obtaining a registration certificate for a nerl'ly established business shall be 

determinedpursuant to Section 855(c) o.fthis Article using the applicant's estimatedpayroll expense 

under Article 12 A (Payroll Expense Tax Ordinance) for the tax year in r'r'hich the person commences 

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(gc) 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 
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registration years commencing on or after July I, 2021, the fee for obtaining a registration certificate 

for a newly established business shall be determined pursuant to Section 855(Q) ofthis Article using the 

applicant's estimated gross receipts under Article 12-A-I (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. 

* * * * 

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 TTTLE. 

This ordinance shall be known as the "Payroll Expense Tax OrdinMu:;~"~mi-thHil*impesed 

herein shall be knm1'n as the "Payroll Expense Tax." 
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SEC. 902. OPERAT!fJN OP' DEFIJVIT!fJNS. 

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

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

SEC. 902.1. PAYROLL EXPE1VSE. 

(a) The term "Payroll Expense" means the compensation paid to, on behaljo,;'\ or for the 

benefit o,;£an individual, including shareholders &japro,;+essional corporation or a Limited Liability 

Company ("LLC"), including salaries, wages, bonuses, commissions, property issued or transferred in 

exchange for tl1C performance a/services (including but not limited to stock options), compensation for 

services to or1·ners o,;f'pass #trough entities, and any other form &}compensation, ;,11ho during any tax 

year, perform 'rJ'ork or render services, in 11·hole or in part in the City; and ifmore than one individual 

or shareholders ofa pr&fessional corporation or members a,;£ 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, commissions, property issued or transferred in 

exchange for #ze performance a/services (including but not limited to stock options), in addition to any 

compensation for services to uwners o,;l'pass through entities, and any other form a,;£ compensation for 

services, to all such individuals and shareholders &japrafessional corporation or members o,;l'an LLC. 

(b) Any person that grants a service prmider a right to acquire an ownership interest in such 

person in exchange for the performance &}services shall include in its payroll expense for tlze tax year 

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

mmership interest on the date such right is exercised over (ii) 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 o,;£the real estate broker or mortgage broker for or under 

whom such individual performs services, and any compensation receivedbySYC-h-individual, including 

compensation by way a,;£ commissions, shall be included in the payroll expense o,;f'such broker. For 
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purposes of this Section, "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 ofsalespersons or a 

salesperson, or &}mortgage processors or a mortgage processor, to perform services in the business 

1vhich such broker co'nducts under the authority o,fhis or her license; a "salesperson" is an indi'.lidual 

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 H'ith a real estate broker, regardless ofwhether the 

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

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

services H'hich may be continuous in nature, as a mortgage processor under an agreement ',i!fth such 

real estate broker or mortgage broker, regardless of 11 ·hether the mortgage processor is also licensed 

as a mortgage broker under the lmvs of the State o,f California. 

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

of, or for tlw benefit of owners ofapass through entity, shall be included in tlw calculation ofsuch 

entity 'spayroll expense tax base for purposes o,fdetermining such entity's tax liability under this 

Article. For purposes of this section, the "pass through compensation for services " of a pass t,71,rough 

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

such owners, and shall not include any return on capital investment. The taxpayer may calculate t,71,e 

amount of compensation to owners ofti"lie entity subject to the Payroll Expense Tax, or the taxpayer 

may presume that, in addition to amounts reported on a W 2 form, t,71,e amount subject to the payroll 

expense tax is, for each m1mer, an amount that is two hundredpercent (200%) of the average annual 

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

compensation is in the top quartile (i.e., 25%) of the entity's employees Vv'ho are based in the City; 

pro-vided, the total number of employees of the entity based in the City is not less than four. 

Page 14 



SEC. 902.2. PASS THROUGHE,VTTJ'Y. 

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

Subchapter S ofthe Internal Revenue Code o/1986, 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 I 986, as amended, or which is allowed a 

deduction in computing such tax for distributions to tlw O'rl'ners or beneficiaries ofsuch person or 

entity. Any person exemptfrom payment o.fthe Payroll Expense Tax under Section 905 A or 906 of this 

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

entity)) under this Section. 

SEC. 903. IlllPOS!TUJ,V OF PAYROLL EXPK~lSE L4X 

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

business ·within the City as defined in Section 6. 2 I 2 a/Article 6; provided, that such tax shall be le-vied 

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 tlw business community to carry a fair share of the costs of local go-vernment in 

return for the benefits, opportunities andprotections ajferded by the City. Proceeds from the tax shall 

be deposited in the City's general fond and may be expended for any purposes o,f the City. 

SEC. 903.1. RATE OFPAYROLL EXPE1\TSE L4:X. 

(a) Except as provided in subsection (b), the rate &f the payroll expense tax shall be 

I Vi percent. The amount ofa person's liability for the payroll expense tax shall be the product o,fsuch 

person's taxable payroll expense multiplied by the rate of the payroll expense tax expressed as a 
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decimal (e.g., for a payroll expense tax rate a.fl Vi percent, 0. 015). The arnount of such tax for 

Associations shall be the sum &j the payroll expense &}such Association and the total distributions 

made by such Association by >l'ay ~fsalary to tlzose having an or1·nership interest in such Association, 

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

rate a.fl )'2 percent, 0. 015). Amounts paid or credited to those having an or1·nership interest in such 

Association prior and in addition to the distribution o.for1•nership pr&jit or loss shall be presumed to be 

distributions "by way &}salary" and for personal services rendered, unless the taxpayer prows 

otlwrv,•ise by clear and convincing evidence. 

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

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

The Controller shall certijj· andpublish such rate on or before September 1 of each year. 

(c) Commencing on tlw operath·e date of the Gross Receipts Tax Ordinance: 

(1) F'or any tax year in ',vhich 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 certijj· andpublish such rate on or before September 1 &jthat 

(2) 1\Totwithstanding any other provision &j this Article or Article 12 A 1, the payroll 

expense tax rate for 2019 and allfuture years shall be the rate in effect in tax year 2018. The 

Controller shall certijj; andpublish such rate on or be.fore September 1, 2019, at which time the 

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

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

shall the payroll expense tax rate fer any year exceed 1 J'2 percent. 

(d) Payroll Expense Tax Rate Computation. The Controller shall compute #wpayroll expense 

tax rate fer each tax year according to the folloH'ing table and formulas: 
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(1) Payroll Expense Tax Rate Computation Table 

T€Bf ¥ear P ay1roll Expense T€Bf Rate (PA ¥P,ATEyear) 

±{)I--4 PA ¥R-A TE-I-4 l.5:§()?0 

-2-()H PA¥RATE-H l.r2~?0 ~ PA-[}J-H 

~ PA¥:P .. ATE-1-4 - Q. 'l-JQ?0 ~ PAJ)J-M 

-JOl--1- PA¥R_,4TE-1--7- Q. 3 7-~?0 ~ PA-[}J-1--7-

~ PA ¥RA TE-J-& ()% ~ PA-[}J-1-8 

WJzere: "PAIJJyear" is the payroll expense tax rate adjustment factor expressed as a percentage and 

computed in accordance ·with 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 (PAD.Jyear) according to 

the fellowing table and formulas: 

Payroll Expense Tax Rate Adjustment Factor Computation Table 

Payroll Expense Tax Rate Adjustment 
T€Bf ¥ear (PA-[}Jy1ear) 

-2-()H JM±)J-H - 1~1R-HlfPA¥I;4X.J-4/-P,4¥-R_,4TE-I-4} 

~ -/2-AI)J-M - 1~e1R-Mi!.(PA "¥-Ti4X.u/PA ¥_,_T?v4 TE-H-} 

-JOl--1- JM±)J-1--7- - 13,1Rn!fPA"¥-h4X-Mi!PA¥iZi4TE-M} 

~ JM±)J-1-8 - ,3,tfR-1-&1!.(PA "¥-h4Xn!PA ¥_,_1?"'4 TE-1--7-} 

Where: 

(A) "PA ¥TAXyear" is, fer any year, the actual payroll expense tax revenue 

(not including penalties, interest, or administrati-ve fees) due for that year and collected on or before 

June 3() of the follml'ingyear; 
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(B) "PAYRATEyear" is, for anyyear, thepayroll expense tax rate in Ccjfectfor 

tlzat year; and 

(C) "A1:Ryear" is computed in accordance 111ith subsection (d)(3). 

(3) }dissing Revenue Factor Computation. The },{issing Revenue Factor (MR.year) is, 

for any year, the amount by ',vhich the combined revenue actually collectedfrom the payroll expense 

tax, gross receipts tax, and business registration fee for the previous year differs from the sum of 

expected payroll tax revenue, business registration fees, and administrative costs for the previous year. 

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

net apply, the Controller shall compute the missing revenue factor (MR.year) according to the following 

table and formulas: 

}.1issing Revenue Factor Computation Table 

Tax Year Missing Re:vemte (Ml?year) 

;J.{).j.;} MR-H - ADM-14 + $3 7, 216, 000 + ER-14 (1.125%/1.350%) x 

PAY+AX-14 (250<(,!_7 OO{r\ 7-} 1 7-'/ x QR±!AX-14 REG14 

2{)1..6 MR-M - Af)},{JJ + $3g, 071, 000 + ER-H (0. 750%/PAYRATE-H)--x . 
PAY'h4X-H (J0?~/-25%) x GRT:AX.JJ REG-H 

2-01-l- MR:n - ,4f)},{J6 +$3g,951,650+ ERM (0. 3 75%/PAYRATE+e)--x 
PAY'b4X+e (l-5 ?~l5 O?{,) x GRT:i4X+e REG+e 

2{)M MR+;; - Af)Afn + $39, g5g, 720 + ERn (100%/75%) x GRT:i4Xn 
REGn 

Where: 

(A) "QRT:i4Xyear" is, for any year, the actual gross receipts tax re-venue (not 

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

June 30 of the follml'ingyear; 

(B) "REGyear" 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; 
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(CJ "ERyear" is tlw computed in accordance with subsection (d) (4J; 

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

amounts of total business registration fee revenue expected/or the year prior to the year for v,·hich 

},1Ryear is being computed,· and 

(EJ "ADA1year" is an estimate of 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 a/the sum of the actual payroll expense tax revenue and gross receipts tax rewnue 

for tlw prior year. 

(4J Expected Revenue Factor Computation. The Expected Reviev.· Factor (ERyear) is, 

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

11~ percent payroll expense tax rate been in effect based on the actual amount ofpayroll expense tax 

collected in #w previous year, the previous year's payroll expense tax rate, and an assumed gro-wth of 

3percent in the tax base. Unless theprioryear'spayroll expense tax rate is zero, the Controller shall 

compute the expected revenue factor (ERyear) according to the following table and formulas: 

Expected Re'v'enue Factor Computation Table 

Tax ¥ear /%pected Re1e'enue (El?yea-r) 

-2()14 ER-14 - PA ¥+:,4X.g. x 1. 03 

XJ-1-5- ER-B - fl.5()0?~/-1.35()?~ x PA¥+i4X-14 x 1. 03 

;w.1-6 ERM - (l.500%lPA¥,,'f{,,4TE-BJ x PA¥±i4X-B x 1.03 

-2-0-1-l- ERv - fl. 5()0%/PA ¥RA TEM) x:PA¥±i4XM x 1.03 

SEC. 904. APPORTHXNAfENT o..vPAYROLL EXPE1\TSE. 

Where payroll expense is incurred by reason aj ·workperformed or services rendered by an 

individual ·wholly within the City, all of the payroll expense for such individual shall be attributable to 

the City and subject to tax hereunder. WJzere payroll expense is incurred by reason afworkperformed 
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or services rendered by an individualpartly within andpartly-without the City, the portion o.fsuch 

payroll expense attributable to the City (and subject to tax hereunder) shall be determined as follm1 1s: 

(a) Except as otherwise provided in this section, 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-witlzin the City bears to the total number &}working hours -within and without the City. 

(b) If the amount of such payroll expense depends on the -volume of business transacted by such 

individual, then the portion &jsuch payroll expense attributable to the City shall be the portion ofsuch 

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

wlume of business transacted by such individual ·within and without the City. 

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

qforesaid either because o.f tlze particular nature of the services ofsuch individual, or on account of the 

unusual basis o.f compensation, or for any other reason, then the amount o.fsuch payroll earnings 

reasonably attributable to rl'orkperfermed or services rendered in the City shall be determined on the 

basis of all 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. 

(d) If the Tax Collector determines that the percentage of payroll expenses attributable to tlze 

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

thatpercentage as aprimafacie e-vidence &}payroll expense attributable to tlw City; pro-vided, t,77,at the 

Tax Collector shall condition the establishment ofsuchfixedpercentage upon the obligation o.fthe 

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

business which may impact t,77,e portion of the person's payroll expense -which is attributable to the City; 

and, pro-videdfarther, that the Tax Collector may rescind any suchfixedpercentage at any time by 

prmiding written notice to t,77,e taxpayer &}such rescission. 
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SEC. 905 A. SMALL BUSINESS TAX EXEllf PTI01\~ 

(a) 1'fonvithstanding any other provisions oft,l:lis Article 12. A, a "small business enterprise" as 

hereinafter defined, shall be exemptfrorn payment o,fthe payroll expense tax; provided, hmvever, that a 

small business entmprise shallpay the annual registrationfeepursuant to Section 855 (}/Article 12. 

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

payroll expense does 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 o.f'Labor 's Bureau o,fLabor Statistics consumer price 

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

AFO tax years. 

SEC. 906. EXEllfPTHJ,VPROVISI-ONS. 

(a) Except as pro-.,,·ided in Subsection (b) of this Section, an organization having a formally 

recognized exemptionfrom income tax pursuant to Sections 501 (c) or 501 (d) or 401 (a) o,fthe Internal 

Revenue Code &j 1986, as amended, as qualified by Sections 502, 503 and 50 4 (}f tlw Internal Revenue. 

Code (}j 1986, as amended, shall be exemptfrom taxation under this Article. 

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

1986, as amended, an organization otherwise exemptfrom taxation under Subsection (a) of this Section 

that is directly engaged v,•ithin the City in an unrelated trade or business within the meaning of 

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

unrelated business taxable income within the meaning ofSection 512(a)(l) ofthe Internal Revenue 

Code o.f1986, as amended, shall pay the Payroll Expense Tax equal to the amount calculated by 

multiplying the tax which would have heen due under this Article if the organization were not an 

exempt organization by the percentage tvhich its unrelated business receipts bear to its total receipts. 
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if it is impracticable, unreasonable or improper to allocate such organization's payroll expense as 

aforesaid either because of the particular nature o.fthe organization's unrelated trade or business or 

the particular nature of the services provided to the organization in connection therer~·ith by its 

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

amount of such payroll expense reasonably attributable to v.·orkperformed or services rendered in the 

City shall be determined on tlw basis a.fall relevant/acts and circumstances o.f the particular case, in 

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

purpose. 

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

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

Division 10 o.fthe Welfare and Institutions Code afthe State of California ("Business Enterprises for 

the Blind") need not include in the computation ofpayroll expense the first $15, 000 ofpayroll expense 

in any one year which is attributable to their licensed operations ·within tlze City. 

(d) Skilled ]'lursing Facilities licensed under the provisions of Title 22, California 

Administra#·,,,e Code, Dir1ision 5 ("Licensing and Certification o.fHealth Facilities and Referral 

Agencies") Chapter 3 ("Skilled Nursing Facilities"), shall be exemptfrom taxation under this Article. 

(c) For only so long as and to the extent that the City is prohibitedfrom imposing the tax under 

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

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

Section 2 7 of the 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 a for hire motor carrier ofproperty under Revenue 

and Taxation Code Section 7233,· 
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(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 (}jjice ·with the City under Public Utilities Code Section 53 71. 4; 

(6) Any person upon ·whom the City is prohibited under the Constitution or statute (}fthc 

state o.fCaliferniafrom imposing the Payroll Expense Tax. 

(f) To the extent tlwt 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 taxing jurisdiction 

shall be credited against tlze tax due under this Article. 

(g) l'lothing in this Article shall be construed as requiring the payment (}Jany tax for engaging 

in a business or the doing o.fan act 1vhen such payment would be in violation (}fthe Constitution or a 

statute of the United States or of the Constitution or a statute o.f tlw State of California. 

SEC. 906A. ENTERPRISE ZONE L1X CREDI+. 

(a) A credit against this tax shall be alleH·ed for each person who maintains afixedplace (}! 

business v.·ithin the San Francisco Enterprise Zone and who, betH'een January 1, 1992 and tlw effective 

date o.fthis legislation, creates one or more new jobs and hires employees rl'ho qualijj: under 

Subsection (b) (}fthis Section; provided, however, that in no event shall the tax credit reduce a person's 

tax liability to less than zero. },foreover, the tax credits shall only serve as an (}ffset against the 

additional tax that ·would be paid as a result ~{additional hiring by a business within the zone. Each 

person claiming this credit shall file with the Tax Collector, on a form prescribed by the Tax Collector, 

an affidavit attesting to facts establishing his or her entitlement to tlw tax credit; said affidavit shall be 

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

(b) An employee is a "qualified employee" for purposes o.fcomputing this tax credit ifhe or 

she is ne,,1·ly· hired by the taxpayer on or after January 1, 1992 and either (1) is receiving subsidized 
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employment training or services under tlze terms ofthe Federal Job Training Partnership Act (JTPA),· 

or (2) is registered in the Greater Avenues for Independence (GAL"!) Program; or (3) is certified by the 

Empfoynwnt Dm'Clopment Department as eligible for the federal Work Opportunity Credit Program,· or 

(4) is receiving General Assistance. 

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

tax that ·would be incurred as a result of additional '/,•ages paid for 'f'v'Orkperformed ·witl1in tlze 

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

mnployment as o.fthe date payroll taxes are due, and the eligible ·wages paid, as follows: 

(1) The eligible Vr'ages to ·which the percentage is applied shall be limited to vr'ages paid 

fer 11'orkperformed 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 follmvs: 

Duration 0:/-Enl]Jloyment b-redit Allewed on P--ayroll ~ Liability-

!Lirst 2 4 montlw .J-()f}-% 

Second 2 4 months M% 

Third 2 4 montl1s S% 

iTZourth 2 4 months H!J.{; 

i~ 24 months -1-()% 

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

each person H'ho maintains afixedplace ofbusiness 11'ithin the San Francisco Enterprise Zone and 

who hires neH' employees who qualif)' under Subsection (f) of this Section,· provided, howe-ver, that in 

no event shall the tax credit reduce a person's tax liability to less than zero. A1orem:er, the tax credits 

shall only ser'v'e as an offset against tlw tax that v,'ould be paid as a result of hiring by a business within 

the zone. Each person claiming this credit shall file with the Tax -b-ellector,. on a form prescribed by tlw 

Tax Collector, an ajjidm:it attesting to facts establishing his or her entitlement to the tax credit,· said 
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ajjidavit shall be supported by applicable State tax credit forms (EDD, DSS) and an apprmed state 

enterprise zone voucher. 

(c) "Enterprise zone" means the area v,•ithin the City and County ofSan Francisco designated 

as an enterprise zone by the State Department &jHousing and Community Developmentpursuant to 

Chapter 12. 8 (commencing Vv'ith &ction 7070) &}Division 7 o,f Title 1 of the Government Code. 

(/) "Qualified employee" means a San Francisco resident rvho meets all o,fthe follmving 

requirements: 

(1) At least 90 percent o,f v,•hose services for the taxpayer during the taxable year are 

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

(2) Per forms at least 50 percent of his or her services for the taxpayer during the 

taxable year in an enterprise zone. 

(3) Is hired by the taxpayer after the date o,foriginal designation of the area in ',vhich 

services -.,vere performed as an enterprise zone. 

(1) Is any o,f the follmving: 

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

employment H'itl1 the taxpayer, H'as a person eligible for services under the F'ederal Job Training 

Partnership Act (29 US. C. &c. 1501 et seq), or its successor, ·who is receiving, subsidized 

employment, training, or servicesfimded by the Federal Job Training Partnership Act, or its successor. 

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

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

the Greater Avenues for Independence Act &j 1985 (GAIN) provided for pursuant to Article 3. 2 

(commencing ·with Section 11320) of Chapter 2 of Part 3 &}Division 9 of the Weijare and Institutions 

Code, or its successor. 

(iii) Immediately preceding the qualified employee's commencement o,f 

employment with the taxpayer, v,•as an economically disadvantaged individual 1 4 years &jage or older. 
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(iv) Immediately preceding the qualified employee's commencement of 

employment ·with the taxpayer, Vr'as a dislocated worker v,;ho meets any of the follmving: 

(aa) Has been terminated or laid off or ·who has received a notice &j 

termination or layoff from employment, is eligible for or has exhausted entitlement to unemployment 

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

(bb) Has been terminated or has received a notice of termination of· 

employment as a result of any permanent closure or any substantial layoff at a plant, facility, or 

enterprise, including an individual who has not received ei'ritten notification but v;hose enqployer has 

made a pvtblic announcement of the closure or lay&jf 

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

employment or reemployment in the same or a similar occupation in tltc area in which the indi'vidual 

resides, including an individual 55 years of age or older who may have substantial barriers to 

employment by reason of age. 

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

unemployed as a result ofgeneral economi~ conditions in the community in which he or she resides or 

because of natural disasters. 

(ee) W~s a civilian employee of the Department of Defense employed at 

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

&ff 990. 

(£9 Was an active member of tlw armed.forces or National Guard as of 

September 30, I 990, and ·was either involuntarily separated or separatedpursuant to a special benefits 

program. 

(gg) Is a seasonal or migrant worker 19ho experiences chronic seasonal 

unemployment and underemployment in tlze agriculture industry, aggravated by continual 

advancements in technology and mechanization. 
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(hh) Has been terminated or laid &jfor has received a notice &f 

termination or lay&jf, as a consequence &}compliance ·with the Clean Air Act. 

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

employment 1vith 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, veteran of the Vietnam 

era, or veteran who is recently separatedfrom military service. 

(vi) !Jnmediatelypreceding the qualified employee's commencement &f 

employment with the taxpayer, was an ex &jfender. An indii!idual shall be treated as convicted if he or 

she H'as placed on probation by a state court without a finding ofguilt. 

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

employment with the taxpayer, was a person eligible for or a recipient of any &j the fellowing: 

(aa) Federal Supplemental Security Income benefits. 

(bb) Aid to Families ·with Dependent Children. 

(cc) Food stamps. 

(dd) State and local general assistance. 

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

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

group ofl'latiw American descent. 

(ix) Immediately preceding #ze qualified employee's commencement of 

employrnent with the taxpayer, was a member &j a targeted group, as defined in Section 51 (d) o.f the 

Internal Revenue Code, or its successor. 

(g) The tax credit, fer each qualified employee, shall be a varying percentage of the tax that 

H'ould be incurred as a result of\vages paid for 11·orkperfermed ·within t}ze Enterprise Zone, and the 

dollar amount &jsuch tax credit shall depend both upon the duration of employment as of the date 

payroll taxes are due, and tlw eligible 11·agespaid, as follows: 
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(1) The eligible Vv'ages to ·which the percentage is applied shall be limited to ·wages paid 

for v,'orkperformed 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 ofemployment as folloH'S: 

Dur-aEion of-EnlJJloyment b-r-edit,4/lowed on Payr-o!J He€ Liability 

J2irst :2 4 months 1-()()% 

Second :2 4 months -M)-% 

Third :2 4 months S% 

1"I43ttrth :2 4 months B% 

Fifth :2 4 months .J-()% 

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

by the Board ofSupervisors or the voters, and the City Attorney shall cause it to be removedfrom 

fature editions o.f the Business and Tax Regulations Code. 

SEC. 906.1. BI-OTECHNOLOGYEXCLUSHJlV. 

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

payroll expense all compensation paid to, on behalfofor for the benefit a.fall employees ofthatperson, 

and all distributions by an Association by way (}/salary to those having an m1'11ership interest in such 

Association, ·who or thatperform substantially all ·work or render substantially all services in direct 

support ofsuch person's biotechnology business, subject to the conditions and limitations setforth in 

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

biotechnology business. For purposes of this Section, "biotechnology business" means conducting 

biotechnology research and experimental development, and operating laboratories for biotechnology 

research and experimental development, using D1'fA, cells, and/or bioprocess-ingteehniques, as ',vell as 
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the application thereof to the development &j therapeutics, diagnostic products and/or devices to 

improve human health, animal health, and agriculture. 

(b) F'orpurposes ofthis section, "DlM" is a nucleic acid sequence, orfi'agment there&/, that 

contains the genetic information for cell grow#l, division, and/unction. Examples ofDNA include 

recombinant Dl>fA, RNA, mR1'lA, antisense, RlvAi, genes and ESTs. 

(c) For purposes &}this 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, fused cells and cell lines. 

(d) F'orpurposes ofthis section, "bioprocessing" is the use <>}microbial, plant, or animal cells 

or portions thereof, for the production of therapeutics or diagnostics. Bioprocessing includes the 

extraction ofcompoundsfi'om biomaterials; reaction ofbiomaterials, such as microbial fermentation, 

cell culture, cellfitsion or biotransformation by enzymes,· and separation o.fproductfi'om biomaterials 

usingfiltration, purification, precipitation, centrifugation, solvents, chromatography or other means. 

(e) The biotechnology exclusion authorized under this Section shall be m,iailable to and may be 

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

halfyearsfi'om the effective date &}this Section or the commencement of the person's biotechnology 

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

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

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. 

(f) In order to be eligible for the payroll expense tax exclusion authorized under this Section, 

persons ·wishing to claim the exdusion must: 

(1) Complete and submit an initial application to the Director of the Department of 

Public Health: or his or her designee for revier1· and evaluation. The Director of the Department of· 
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Public Health, or his or her dcsigrwc shall have authority to develop eligibility criteria for the 

biotechnology exclusion, which shall include participation in the City's F'irst Source Hiring Program 

as defined in Section 83. 4 &/the Administrative Code. 

(2) Aft~r apprmal, file an annual affidavit +Fi th the Department o.f Public Health 

affirming that they continue to meet the eligibility criteria as determined by the Department of Public 

Health. The affidavit must be filed ·with, the Department &j Public Health on or before January 31 &j 

every year after the year the application is first apprmed. 

(3) },1aintain a reasonable method &/documentation that can be reviewed or verified 

o&jectivcly that tracks hm11 employees ·whose compensation qualifies for the payroll expense tax 

exclusion spend their time at /Fork, andprovide such documentation to the Tax Collector upon request. 

(4) F'ile an annual Payroll Expense Tax Return v.Jith the Tax Collector regardless &/the 

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

(5) F'ilc annual affidavits with the Office ofEconomic and W-0rliforce Development 

detailing the total number &/individuals hired, the number o.findividuals hired v,;ho were referred by 

the San Francisco WorlifOrce Developrnent System, and the duration o.fenipfoyment for each individual 

hired. The affidavits must be filed with the Office o.fEconomic and W-0rleforcc DciJelopment on or 

before January 31 &fciJcry year after the year the application isfirst apprmed. 

(g) The biotechnology exclusion authorized under th.is Section shall expire on the tenth 

anniversary date o.fthe effectiiJc date &j this Section. Unless exempted under Sections 906 of this 

Article, O'eryperson engaging in the biotechnology business in the City shall pay the tax imposed 

under this Article on thefitll amount oftheperson 'spayroll expense attributable to tlw Cityfrom and 

after the expiration o.fthis Section. 

(h) Jfa person's taxable payroll for any year docs not exceed the small business exemption 

amount as defined in Section 905 A, the person shall be excmptfrom payment of the Payroll Ifxpense 

Tax fer that year. 
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(i) The Tax Collector shall submit an annual report to the Board ofSupervisors fer each year 

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

aggregate information on the dollar value ofthe biotechnofogy exclusions taken each year, the number 

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

business in t,lze City, and any increase or decrease in tlze number &f jobs in the biotechnology business 

sector compared to the number o.f jobs in the biotechnology business sector for the immediately 

preceding calendar year. 

(j) The Assessor Recorder and the Tax Collector shalljointlyprepare and submit an annual 

report to the Board o.fSupervisors for each year for 1rVhich the biotechnology exclusion authorized 

under this Section is available that sets forth any increases in property taxes resultingfrom 

biotechnology businesses location, relocation or expansion to or within the City. 

(k) The A1:ayor 's Office ofEconomic Development shall coordinate community educational 

Vv'orkshops on the biotechnology industry. 

(l) The Controller, afterfive yearsfrom the enactment &jtlzis Ordinance, shall perform an 

assessment and review of the effect &jthe biotechnology tax exclusion. Based on such assessment and 

revie-w tlze Controller shall prepare and submit an analysis to the Board ofSupervisors. The analysis 

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

contained in tlze annual reports to the Board &}Supervisors as required by subsections (i) and (j) o.f this 

Section. 

SEC. 906.2. CLEAIV TECHNOLOGY BUSINESS EXCLUS!-01~~ 

(a) Any person tlzat employs afall time stajf&jnot more than one hundred employees and is 

engaging in a clean technology business may excludefrom theperson'spayroll expense all 

compensation paid to, on behalf&jor for the benefit of the person's employees, and all distributions by 

an association by 1my &}salary to t,lzose having an ownership interest in such association, who or that 
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perform substantially all ·work or render substantially all services in direct support &jsuchperson 's 

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

For purposes o,fthis Section, outside independent contractors shall not be considered ernployees of the 

clean technology business. 

(b) i4'or purposes of this section, the following terms shall ha-ve the meanings set forth belmF: 

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

and other business entities related by m1mership including but not limited to partnerships, joint 

venhtres, limited liability companies, corporations and other business or1t€lnizations o.f\vhatever form. 

Any beneficial o-wnership &j the stock of publicly traded corporations shall not be considered for 

purposes ofthis definition. 

(2) The term "business" is as defined in Section 6. 2 5 &}Article 6 of the San Francisco 

Business and Tax Regulations Code. 

(3) The term "association" is as defined in &ction 6.2 4 ofArticle 6 &/the San 

Francisco Business and Tax Regulations Code. 

(4) "Clean energy" means energy utilizing energyproduced by wind, solar energy; 

landfill gas, geothermal resources, ocean thermal energy· conversion, quantifiable energy· conservation 

measures, tidal energy, 1Fave energy·, biomass, biafaels, or hydrogenfaels deri-vedfrom renewable 

sources, excluding (A) anyfossilfiwl 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· -;,·ia combitstion or incineration, or/and (D) other technologies that are detrimental 

to human health. 

(5) "Clean technology· business" means a business in which at least seventy jive 

percent a.fall business actiilities carried on during the tax year are directly related to one or more of 

t-he follo-.,1·ing activities: 
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(A) research and development and1or associated mamifG:cturing applying 

scientific advances to the production, distribution or storage of clean energy; 

(B) research and devefopment and1or associated mamifacturing applying 

scientific advances to prototype or commercially viable materials andproductspo-wered by clean 

energy, including but not lilnited to single passenger vehicles andfiteling infrastructure; 

(C) research and development and1or associated manufacturing 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 o.fsolarpanels: 

(c) Jn order to be eligible for the payroll expense tax exclusion authorized under th:is &ction, 

persons 1vishing to claim the exclusion must: 

(1) Complete and S'ubmit an initial application to the Director o.fthe Department of the 

Environment for revierF and evaluation. 

(2) After approval, file an annual affidm'it with the Departnwnt 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.fevery year after the year tlw application isfirst approiJed. 

(3) },ktintain a reasonable method of documentation that can be revier1•ed or verified 

objectively that tracks ho-w employees whose compensation qualifies for the payroll expense tax 

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

(4) F'ile an annual Payroll Expense Tax Return with the Tax Collector regardless o.fthe 

amount of tax liability shown on tlze return ajtf!r claiming the exclusion provided for in this &ction. 

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

recognitionfrom the City under Chapter 15 afthe Environment Code and implementing regulations, 
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qualifj; 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 ·which the payroll tax exemption is 

requested 

(d) The Director (}f the Department of the Environment shall: 

(1) No 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 (}jthe Department of the Environment may amend such rules, regulations and 

formsfrom time to time as necessary. 

(2) Revie·w all applicationsfor completeness and if an application is appro-ved issue a 

certificate (}}eligibility to the applicant. The Director's decision on the application shall be final. 

(3) Pro-vide the Tax Collector with a list o,fpersons eligible to claim the tax exclusion 

autlwrized under this Section for the preceding tax year by i\1arch 1 of each year. The Tax Collector 

shall grant or deny the tax exclusion on the basis of the Departtnent (}fthe Environment's 

determination along '/e'ith the revie-w, at the Tax Collector's option, o.fthe documentation maintained by 

the employer under Subsection (c)(3) ofthis Section. 

(e) The clean technology exclusion authorized under t,71,is Section shall be available to and may 

be taken by apersonfor each taxyear thatperson holds a valid certificate ofeligibilityfor aperiod&f 

ten years from t,71,e effecti';e date of this Section or the commencement oft,71,e 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 pen;on 's clean technology business shall be 

presumed to be t,71,e date of c01nmencement (}fsuch business unless t,71,e person establishes a different 

commencement date to t,71,e satisfaction afthe Tax Collector. 

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

anniversary date o.fthe effective date of t,71,is Section. A person may not use or claim any unused 

portion o.f the ten year clean technology exclusion after the expiration date o.f this Section. Unless 
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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 thefitll ffmot:mt r>ftheperson 'spayroll expense 

attributable to the Cityfrom and after the expiration o.fthis Section. 

(g) ff a person's calculated liability fer the Payroll Expense Tax does not exceed the ceiling 

specified in Section 905 A for the tax year efter applying the clean technology exclusion under this 

Section, the person shall be exemptfrom payment o.fthe Payroll Expense Taxfor that tax year as 

provided in Section 905 A. 

(h) The ejfecth·e date ofthis 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. 

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

for which the clean technology exclusion authorized under this Section is available that sets forth 

aggregate information on the dollar value &jthe clean technology exclusions taken each year, the . 

number of businesses taking tlze exclusion, tlw change in the number of clean technology businesses 

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

clean technology business sector compared to the number (}/jobs in the clean technology business 

sector for th.e immediately preceding calendar year. 

(j) The Assessor Recorder shall submit an annual report to the Board &}Supervisors for each 

year for evhich the clean technology exclusion ffuthorized 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 r>fthis Ordinance, shall perform an 

assessment and review (}jthe effect of the clean technology tax exclusion. Based on such assessment 

and revieH' the Controller shall-prepare and submit an analysis to the Board ofSupervisors. The 

analysis shall be based on criteria deemed relevant by tlze Controller, and may include but is not 
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limited to, data cor1;tained iR the ar1;r1;ual reports to the Board ofSupervisors as required by 

subsectior1;s (i) ar1;d (j) o.f this Sectior1;. 

(l) A misrepreser1;tation or misstatement by anypersor1; regardir1;g eligibility/or the clean 

techr1;ologypayroll exper1;se tax exclusior1; authorized by this sectior1; that results ir1; tlw ur1;derpaymer1;t or 

underreporting of the payroll exper1;se tax shall be su&ject to per1;alties as provided in Section 6.17 2 of 

Article 6 of the Sar1; Francisco Business ar1;d Tax Admir1;istrative Code. 

SEC. 906.3. CENTRAL AtJARKETSTREETAND TEIVDERLOINAREA PAYROLL EXPENSE 

TAX EXCLUSION. 

(a) Ar1; exclusion from the payroll exper1;se tax shall be allowedfor each person -who mair1;tair1;s a 

fixedplace ofbusimss 'd'ithir1; the Central },1arket Street ar1;d Tenderloir1; Area for payroll expense 

attributable to thatfixed location; provided, hm1·ever, that in r1;0 ever1;t shall the tax exclusion reduce a 

persor1; 's tax liability to less thar1; the person's Base Year payroll exper1;se tax liability. 

(b) ,_fi'orpurposes o.fthis Sectior1;, thefollov,•ir1;g terms shall have the mear1;ings set forth belov,•: 

(1) "Central iWarlwt Street and Tenderfoir1; Area" means the area focated in dorvr1;town 

San Francisco, gemrally ir1;cludir1;g: parcelsfronting the south side of},1ark~t Streetfrom Elever1;th 

Street to Sixth Street; a portion of the parcelsfror1;ting the south side of1\1arket Streetfrom Sixth Street 

to Fifth Street (odd numbered addresses fr om 999 to 933 A1arket Street); parcelsfror1;ting the r1;orth side 

ofl,1arket Streetfrom Var1; Ness Av'er1;ue to Eighth Street; 875 Stever1;sor1; Street; andparcels ir1; the area 

bordered by: Ellis Streetfrom Polk Street to }v!ason Street (south side only); },1asor1; Street~ from Ellis 

Street to A1arket Street (west side only); },1arket Street, from A1asor1; Street to Charles J Brer1;ham Place 

rwrth side or1;ly); Charles J Brer1;ham Place, from A1ark~t Street to J,1cAllister Street (east side only); 

i\1cAllister Street, from Charles J Brenham Place to Larkir1; Street pqorth side or1;ly); Larkir1; Street, 

from },1cAllister Street to Eddy Street (east side or1;ly); Eddy Street, from Larkir1; Street to Polk Street 

pwrth side or1;ly); ar1;d Polk Street, from Eddy Street to Ellis Street (east side only). The exclusion 
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applies exclusi',;ely to the following Assessor's Lots: the entirety ofBlocks 0331, 0332, 0333, 033 4, 

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

Bfock0813, Lots, 7, 8, 9and10;Bfock0835, Lots I, 2and3;Block3701, Lots50and59;Block3702, 

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. 

(2) "Base Year" means the 2010 tax year for a person ·who maintains afixedplace af 

business in the Central A1ark~t Street and Tenderloin Area on the effective date &j this ordinance, 

provided that the person maintained afixedplace of business in the Area for the entirety &jsuch tax 

year. If the person did not maintain a fixed place of business in the Area for the entirety o.f2010, then 

the firstfall tax year that person maintains afixedplace of business in the Area shall be the Base Year. 

F'or a person ·who mmes a business to the Central },farket Street and Tenderloin Areafrom another 

part of San Francisco, Base Year means tlzatperson 'sfitll tax year for the year prior to entering into a 

lease agreement or buying real property in the Area, provided thatperson ·was doing business in 

San Francisco for the entirety o.fsuch tax year. For a person ·who commences to maintain afixedplace 

of business in San Francisco cifter the effective date of this ordinance, Base Year means that person's 

firstfitll tax year in the Area. 

(c) Jn order to be eligible for the payroll expense tax exclusion authorized under this Section, 

persons y,,•ishing to claim the exclusion must: 

(1) Complete and submit an initial application to the Office o.fEconomic and Workforce 

Development for reviml' and eval"blation. The Office ofEconomic and W-0rkforce Development will use 

thds application to verify tlzat applicants claiming the payroll expense tax exclusion under this Section 

meet the eligibility requirements outlined in this subsection (c). The Office &}Economic and Workforce 

Development and the Office o.fthe Treasurer and Tax Collector shall prescribe the form of the 
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application and, consistent with this ordinance, the rules and regulations regarding eligibility for tlw 

Central A1arket Street and Tenderloin Area payroll expense tax exclusion, which shall include 

participation in the City's First Source Hiring Program as defined in Section 83. 4 (}}the Administrative 

~ 

(2) F'ile an annual affidavit ·with the Office (}}Economic and Workforce Devefopment 

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

Workforce Development. The annual affidavit should detail the total number of indi';iduals hired 

during the year, the number o.f individuals who were referred by the San Francisco Workforce 

Development System during the year, and the duration (}}employment for each individual hired during 

the year. The affidavit mb/St be filed-with flew Office of'Economic and W-0rliforce Development on or 

before December 31 of each year subsequent to the Office ofEconomic and W-0rkforce Development's 

initial approval of the application. 

(3) kfaintain records and documents in a manner acceptable to tlw Tax Collector. Such 

records and documents must objectively substantiate any exclusion claimed under this Section and be 

provided to the Tax Collector upon request. 

(4) F'ile a timely annual Payroll Expense Tax Return and affidavit ·with the Tax 

Collector regardless of tlw amount of tax liability, if any, shown on the return after claiming the 

exclusion provided for in this Section. 

(5) Any person H1hose 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 activities in tlw Central A1ark~t Street and 

Tenderloin Area as ·well as participation in ·worleforce development opportunities. 
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(d) The Office ofEconomic and Workforce Development shall: 

(1) Together 1vith the Office oftlze Treasurer and Tax Collector, adopt rules, 

regulations and forms regarding eligibility and the application process for the Central Aef:arket Street 

and Tenderloin Area payroll expense tax exchtSion. The rules, regulations andforms may be amended 

from time to time as l'lCCessary. 

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

eligibility to the appficant. The decision o.fthe Office o.fEconomic and W+Jrkforce Development 

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

(3) Pro"Vide the Tax Collector with a list ~/persons eligible to claim the tax exclusion 

authorized under tlzis Section for the preceding tax year by },far ch 1 &j each year. 

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

appropriate. 

(f) The Central A1arket 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 ..,,·alid 

certificate o.feligibilityfor a period not to exceed six years from the effective date o.fthis ordinance or 

the commencement o.fthe person 's business in the Central A1arket Street and Tenderloin Area, 

whichever is later. The date the Tax Collectorfirst received the person's application for a business 

registration certificate for the person's Central },ef:arket Street and Tenderloin Area business shall be 

presumed to be the date o.fcommencement o.fsuch business unless the person establishes a different 

commencement date to the satisfaction af the Tax Collector. 

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

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

claim any unusedportion of the Central Aef:arlwt Street and Tenderloin Area exclusion after the 

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

engaging in a business in the Central },1arket Street and Tenderloin Area in the City shall pay the tax 
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imposed under this Article on the fell amount o.fthe person 'spayroll expense attributable to the City 

from and ajier #w expiration o,fthis Section. 

(h) Jfa person's calculated liability for the payroll expense tax does not exceed the ceiling 

specified in Section 905 A for the tax year after applying the Central },{arket 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 &}Supervisors for each year 

for 11,i,"iich the Central ,\farket Street and Tenderloin Area exclusion authorized under this Section is 

m"ailable that sets forth aggregate information on the dollar mlue of the Central };{arket Street and 

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

change in the number &}businesses located in the Central },{arket Street and Tenderloin Area &jthe 

(j) The Office &jthe City Administrator shall submit an annual report to the Board of 

Supervisors for each year for which the Central },{arket Street and Tenderloin Area exclusion 

authorized under this Section is a-.,,·ailable that sets forth any and all Community Benefit Agreements 

that have been entered into ·with the Office &jthe City Administrator during that year. 

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

year for 1vhich the Central ,\{arket 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 after the effecth·e date of this ordinance, shall 

perform an assessment and revieH' of the effect of the Central },{arket Street and Tenderloin Area 

payroll expense tax exclusion on the Central i\{arket Street and Tenderloin Area. Based on such 

assessment and review the Controller shall prepare and submit an analysis to the Board o.fSupervisors. 

The analysis shall be based on factors that the Controller deems relevant, and may include, but shall 
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not be limited to, data contained in the annual reports to the Board ofSupervisors as required by 

subsections (i), (j) and (k) of this &ction. 

(m) The Central 1~1arket Street and Tenderloin Area payroll expense tax exclusion set forth in 

this &ction may not be claimed concurrently with any other payroll expense tax exclusion. 

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

1Warket Street and Tenderloin Area payroll expense tax exclusion authorized by this &ction that results 

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

SEC. 906.3 1. CENTRAL llfARKETSTREETAi\7D TENDERLOINAREA CITIZEN'S 

ADVISORY COllfAIITTEE. 

(a) There shall be a Central },1arket Street and Tenderloin Area Citizen's Advisory Committee 

~ z "C" ' 4d · C 't "-) t11eztzzen s, vzsoryommz tee. 

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

recommendations to the A1ayor, Board of&pervisors, City Administrator, and Office o.fEconomic and 

W-0rliforce Development on policies andprograms that mitigate the effects ~fdev·elopment, bolster 

economic development, local employment, and community sustainability, and seek to stabilize and 

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

Central A1arket 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 

Community Benefit Agreements called for under the Central },1arket Street and Tenderloin Area 

Payroll Expense Tax Exclusion in &ction 906.3 ofthis Code, with the community needs. 

(2) kfake recommendations to the City Administrator about terms and conditions in the 

Community Benefr+Agreements called for under the Central ~Market Street and Tenderloin Area 

Payroll Expense Tax Exclusion. 
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(3) Pro'vide a report in Afar ch and October of each year to the Board of Supervisors 

regarding the implementation and execution &jthe Community Benefit Agreements called fer under the 

Central }rfarket Street and Tenderfoin Area Payroll Expense Tax Exclusion. The report shall include, 

at minimum, a summary o.fthe Citizen's Advisory Committee's recommendations and votes regarding 

proposed Community Benefit Agreements, a summary of actions taken by the City Administrator in 

response to the Citizen's Advisory Committee's recommendations, and a list o.f v'acant seats on the 

Citizen 's Advisory Committee. 

(4) Afake recommendations to the Board &}Supervisors and the Office o.fEconomic and 

Workforce De',,ielopment on policies, initiatives, andprograms that bolster economic deiJelopment, 

local employment, and community sustainability and seek to stabilize andprotect existing tenants, 

community based organizations, and small businesses in and around the Central },farket Street and 

Tenderloin Area. 

(5) Advise tlw },fayor, Board &}Supervisors, and City Administrator on the creation ofa 

community developmentfimd that may support v.·orkforce deiJelopment, community infrastructure and 

programs to mitigate potential displacement ofsmall businesses, community based organizations, and 

tenants. 

(6) Help facilitate partnerships between persons claiming the Central Afarlwt Street and 

Tenderloin Area Payroll Expense Tax Exclusion and community organizations, local schools, and 

small businesses. 

(7) Holdpublic hearings regarding Community Benefit Agreements as set forth in 

subsection 906.3 l(i). 
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(d) The Citizen's Advisory Committee shall be composed &f jive members appointed by the 

Board o.fSupervisors: 

(1) Seat 1 shall be hel-d either by a person with expertise in job creation or worliforce 

development or by a person who is a resident of tlw Central },tfarket Street and Tenderloin Area or 

Adjacent Area. 

(2) Seat 2 shall be held either by a person who represents a community based 

organization or provides direct services to the Central A1arket Street and Tenderloin Area or Adjacent 

Area or by a person "Who is a resident o.fthe Central A1arket Street and Tenderloin Area or Adjacent 

Are&.-

(3) Seat 3 shall be hel-d eitlwr by a person vv'ith expertise on homelessness, transitional 

age youth, or supporti'v'e housing, and familiarity with the Central A1arket Street and Tenderloin Area 

or Adjacent Area or by a person who is a resident o.fthe Central A1arket Street and Tenderloin Area or 

Adjacent Area. 

(4) Seats 4 and 5 shall be held by residents o.fthe Central A1arket Street and Tenderloin 

Area or Adjacent Area with expertise or life experience involving homelessness or afferdable housing. 

(e) i4'orpurposes &}this Section 906.3 1, "Adjacent Area" shall mean the area in District 6, 

bounded on the southern side by 13th Street and Townsend Street. 

(/) The terms o.fmembers of the Citizen's Advisory Committee in &jjice on the effec#ve date o.f 

the ordinance in Board ofSupervisors l"ile ,Vo. 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 li/ovember 2, 2017; and the terms tlwn in effect for members in renumbered 

Seats 2, 4, and 5 shall end at noon on J'lovember 2, 2019. The Board o.fSupervisors shall appoint 

members to new terms, "Which shall commence on the expiration of the previous terms. All &jthe new 

terms shall end on.Ji+nuary 31, 2021. All members shall serve at the pleasure o.ftl1e Board of 

Supervisors and may be removed by the Board of Supervisors at any time. 
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(g) Once each year, tlze Citizen's Advisory Committee members shall select such &jficer or 

&jficers as deemed necessary by tlze Citizen's Advisory Committee. The Citizen's Advisory Committee 

shallpromulgate such rules and regulations as are necessary.for the conduct a.fits business under this 

Section 906.3 1. In tlze e'r'ent a vacancy occurs, a successor shall be appointed tofill the vacancy 

consistent H'ith the process and requirements to appoint the previous appointee. When a vacancy 

occurs for a reason other than tlw expiration a.fa term &j&jfice, the appointee to fill such vacancy shall 

hold office for the unexpired term of his or her predecessor. Any member ',vho misses four meetings 

·within a nvelve month period, ·without the approval of the Citizen's Advisory Committee at or before 

each missed meeting, shall be deemed to have resignedfrom the Citizen's Advisory Committee ten days 

cifter the fourth unapproved absence. The City Administrator shall inform the Clerk &/the Board of any 

such resignation. 

(h) The Citizen's Advisory Committee shall comply v,•itlz all applicable public records and 

meetings laws and shall be subject to all applicable coriflict &j interestprovisions in State and local 

+aw-: 

(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 than four 

times each calendar year. 

(2) At least 15 days before entering into negotiations regarding the terms &fa 

Community Benefit Agreement, the City Administrator shall inform the members of the Citizen's 

Advisory Committee in writing about the initiation o.fnegotiations. After receiving t!w written notice, 

the Citizen's Advisory Committee may submit ·written recommendations to t!w City Administrator 

regarding the possible terms o.f the Community Benefit Agreement. 

(.J) Withinfive days o.freaching tentative agreement regarding the terms &fa 

Community Benefit Agreement, the City Administrator shall transmit copies of the proposed agreement 
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to the Citizen's Advisory Committee, and shall coordinate ·with the members o.fthe Citizen's Advisory 

Committee to con'v'ene a meeting to revie·w the agreement. At anisuch meeting, the Citizen's Advisory 

Committee may recommend that the City Administrator execute the Community Benefit Agreement; 

recommend that the City Administrator not execute the Community Benefit Agreement, or make no 

recommendation. Iftlw Citizen's Advisory Committee does not recommend that the City Administrator 

execute the Community Benefit Agreement, the Committee shall state the reasons therefor. The City 

Administrator shall not execute any Community Benefit Agreement until after the Citizen's Advisory 

Committee has held at least one meeting to rcviert· andprovide recommendations regarding the 

agreement,· provided that the City Administrator may execute the agreement if the Citizen 's Advisory 

Committee fails to meet rt'ithin 45 days qfter the transmission of the proposed agreement to the 

Citizen's Advisory Committee. Withinfive days qfter executing the agreement, the City Administrator 

shall transmit the agreement to #:ze 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) ff the Citizen 's Aflvisory Committee fails to provide a biannual report to the Boar~ 

o.fSupervisors in Afar ch or October as required in subsection 906. 3 1 (c) (3), the City Administrator 

shall prepare and submit a report to the Board &/Supervisors providing the same information by 

April 15 or November 15, respectively. 

(j) Unless the Board ofSupervisors by ordinance extends the term of the Citizen's Advisory 

Committee, this Section 906. 3 1 shall expire by operation a.flaw, and the Citizen's Advisory Committee 

shall terminate, on January 31, 2021. In that 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 Y,MENTS, RETURNS, INSTALLllfE1VTPA Yi,fE1VTSA,VD EXTENSUJJ\TS. 

(a) Payments, returns, installmentpayments and extensions for persons subject to thds Article 

shall be as prescribed in tlw common administrative provisions set forth in Article 6. 
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(b) For tax years commencing after December 31, 2013, a combined group as described in 

Section 956. 3 a/Article 12 A 1 must file a single payroll expense tax return,· the combined group must 

choose a single person tofile tlw return on its behalf Each person ·within the combined group 

engaging in business in the City must provide a pmver a/attorney to the person filing the return, 

authorizing the person filing the return to file said return and to act on behalf of each person H'ith 

respect to payments, refunds, audits, resolutions, and any other items related to the tax liability 

reflected in the return. The pmver 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 and Article 6. The person filing arry combined return shall pay the tax liability r&jlected 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 of each person ·within a combined group, 

including any applicable exemptions or exclusions, shall be computed as if that person wasfiling its 

own separate return. The total liability on the combined return shall be the sum afthe liabilities of 

each person within the combined group. 

SEC. 908. SAVLNGS CLAUSE. 

}./o section, clause, part or provision of this Article shall be construed as requiring the payment 

of any tax for engaging in a business or tlw doing of an act ·when such payment or act would constitute 

an unlarvfitl burden upon or an unlar1ful interference H'ith interstate or foreign commerce, or which 

payment or act would be in violation of the United States Constitution or a statute of the United States 

or o.fthe California Constitution or a statute oftlze State of California. If any section, clause, part or 

provision o.fth,is Article, or the application thereafto any person or circumstance, is held invalid or 

unconstitutional, the remainder o,fthis Article, including tlze application a/such part or provision to 

other persons or circumstances, shall not be affected thereby and shall continue infitll force and effect. 

To this end, the provisions o,fthis Article are severable. 
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SEC. 909. AAfEJVDllfENT OF ORDIAG4NCE. 

The Board of'Supenisors may amend or repeal Article 12 A o.f tlw Business and Tax 

Regulations Code ·without a vote o.fthe people except as limited by Article XIJK; 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: 

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 of this Article 12-A-1, "pass-through entity" includes a trust, partnership, corporation 

described in Subchapter S o[the 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 o[l 986, 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 
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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-1 and the 

requirements of the California Constitution, the United States Constitution, and any other 

applicable provision of federal and state law. 

(d) The gross receipts tax imposed under this Article is in addition to the payroll expense tax 

imposed under Article 12 A. Persons not otlwrwise exemptfrom the gross receipts tax or payroll 

expense tax shall pay both taxes. Persons exemptfrom either the gross receipts tax or payroll expense 

tax, but not bot71, shall pay the taxfrom -which they are not exempt. 

(d.-e) Except fer subsection (d) oft71is Section, tihe 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-1. 

(/) For aji·ve year period beginning in 2015, the Treasurer, Controller, and Chic/Economist 

shalljointlyprepare an annual report to the Afayor and Board ofSupervisors on the implementation of 

the measure. The report shall include projections of collections oft,71,e gross receipts tax, compare 

t,71,ese projections to those anticipated in preparation of t71e measure, and outline impacts oft,71,e 

measure on San Francisco's economy and business community. The report may recommendpolicy, 

administrative, or technical changes for the consideration of the ~Mayor and Board ofSupervisors that 

fiwther the goals established in the measure. 
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SEC. 953.1. GROSS RECEIPTS TAX APPLICABLE TO RETAIL TRADE; WHOLESALE 

TRADE; AND CERTAIN SERVICES. 

(a) The Base-gross receipts tax rate,J.prmided by this SectioH is applicable to the 

business activities of retail trade, wholesale trade, and certain services. CommeHciHg oH the 

operative date afthe Gross Receipts Tax OrdiHance, the Controller shall compute the tax rate in 

accordance with Section 959, but the base tax rate provided by this Section isare: 

{J) For tax years beginning on or after January J, 20J8 and ending on or before 

December 3J, 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 

0.16{}% (e.g., $1.60 per $1 ,000) for gross receipts over $25,000,000 

(2) For tax years beginning on or after January J, 202J: 

(A) For the business activity of certain services: 

0.053% (e.g., $0.53 per $J,000) for taxable gross receipts between $0 and $J,OOO,OOO. 

0. 07% (e.g., $0. 70 per $J, 000) for taxable gross receipts between $J, 000, 000. OJ and 

$2,500,000 

0.095% (e.g., $0.95 per $J,OOO) [or taxable gross receipts bet'vveen $2,500,000.0J and 

$25, 000, 000 

O. J 68% (e.g., $1. 68 per $J, 000) [or taxable gross receipts over $25, 000, 000 

(B) For the business activity of retail trade: 

0.053% (e.g., $0.53 per $J,000) [or taxable gross receipts between $0 and $J,OOO,OOO 

0. 07% (e.g., $0. 70 per $J, 000) [or taxable gross receipts between $J, 000, 000. OJ and 

$2,500,000 
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O.J42% (e.g., $J.42 per $J,OOO) {Or taxable gross receipts between $2,500,000.0J and 

$25, 000, 000 

0.224% (e.g., $2.24 per $J,OOO) {Or taxable gross receipts over $25,000,000 

(C) For the business activity of wholesale trade: 

O. J 05% (e.g., $1. 05 per $J, 000) {Or taxable gross receipts between $0 and $J, 000, 000 

O.J4% (e.g., $1.40 per $J,OOO) {Or taxable gross receipts between $J,OOO,OOO.OJ and 

$2,500,000 

O.J89% (e.g., $J.89 per $J,OOO) {Or taxable gross receipts between $2,500,000.0J and 

$25, 000, 000 

0.224% (e.g., $2.24 per $J,000) {Or taxable gross receipts over $25,000,000 

* * * * 

(g) I[the final judicial decision in San Francisco Superior Court Case No. CGC-J9-573230 

(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 ofthe 

Business and Tax Regulations Code, then {Or tax years beginning on or after January J o[the tax year 

hllowing the date on which such court decision becomes final, the phrase "over $25, 000, 000" in 

Section 953. J (a)(2) shall be replaced with the phrase "between $25, 000, 000. OJ and $50, 000, 000" and 

there shall be added to each of the rate tiers in that Section an additional rate tier {Or taxable gross 

receipts over $5 0, 000, 000 with a rate of O. J 7 5% plus the applicable rate {Or taxable gross receipts 

between $25, 000, 000. OJ and $50, 000, 000. This additional rate tier shall continue in e(fect {Or J 0 tax 

years, after which the rate tiers shall return to what the rate tiers would have been absent the increase 

in this Section 953. J (g). 
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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 ofthe 

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: 

O) For tax years beginning on or after January 1, 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 

0.37fJ% (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 1, 2021: 

(A) For the business activity of manufacturing: 

0.088% (e.g., $0.88 per $1,000) for taxable gross receipts betvveen $0 and $1,000,000 

0.144% (e.g., $1.44 per $1,000) for taxable gross receipts between $1,000,000.01 and 

$2,500,000 

0.259% (e.g., $2.59 per $1,000) [or taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0.499% (e.g., $4.99 per $1,000) [or taxable gross receipts over $25,000,000 

(B) For the business activity o(food services: 

0.175% (e.g., $1. 75 per $1,000) [or taxable gross receipts between $0 and $1,000,000 
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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., $5.18 per $1,000) for taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0. 665% (e.g., $6. 65 per $1, 000) for taxable gross receipts over $25, 000, 000 

(C) For the business activities oftransportation and warehousing, 

biotechnology, and clean technology: 

0.2% (e.g., $2.00 per $1,000) for taxable gross receipts between $0 and $1,000,000 

0.328% (e.g., $3.28 per $1,000) for taxable gross receipts between $1,000,000.01 and 

$2,500,000 

0.592% (e.g., $5.92 per $1,000) for taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0. 76% (e.g., $7. 60 per $1, 000) for taxable gross receipts over $25, 000, 000 

(D) For the business activity o[in[ormation: 

0.68% (e.g., $6.80 per $1,000) for taxable gross receipts between $0 and $1,000,000 

0. 782% (e.g., $7.82 per $1,000) for taxable gross receipts between $1,000,000.01 and 

$2,500,000 

0.867% (e.g., $8.67 per $1,000) for taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0.952% (e.g., $9.52 per $1,000) for taxable gross receipts over $25,000,000 

* * * * 

(e) For purposes of this Article 12-A-1:, 

.(IL-h~iotechnology includes the activity of conducting biotechnology research and 

experimental development, and operating laboratories [or biotechnology research and experimental 

development, using DNA, cells, and/or bioprocessing techniques, as -well as the application thereo[to 
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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 thereof 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 incliides both prokarvotic (bacterial) and 

eukaryotic (animal or plant) cells. Examples include primary cells, transformed or cultured cells, stem 

cells, iPS, ESCs, fi1sed cells and cell lines. 

(C) "Bioprocessing" is the use of microbial, plant, or animal cells or portions 

thereof for the production of therapeutics or diagnostics. Bioprocessing includes the extraction of 

compounds from biomaterials: reaction ofbiomaterials, such as microbial fermentation, cell culture, 

cell fi1sion or biotransformation by enzymes; and separation o(product from biomaterials using 

filtration, purification, precipitation, centrifitgation, solvents, chromatography or other means. 

f1Lbiotechnology business as defined in Section 906.1 &}Article 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 of Article 6 of the 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 ofthe following activities: 

(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. 
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(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, biotitels, or hydrogen 

fitels derived from renewable sources, excluding: 

(A) any {Ossil {itel 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) !(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 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 o[the 

Business and Tax Regulations Code, then for tax years beginning on or afi;er January 1 o(the tax year 

following the date on which such court decision becomes final, the phrase 11 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 each of the rate tiers in that Section an additional rate tier for taxable gross 

receipts over $5 0, 000, 000 with a rate of 0. 5% plus the applicable rate for taxable gross receipts 

between $25, 000, 000. OJ and $50, 000, 000. This additional rate tier shall continue in effect for 10 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 953.2(h). 

SEC. 953.3. GROSS RECEIPTS TAX APPLICABLE TO ACCOMMODATIONS; UTILITIES; 

AND ARTS, ENTERTAINMENT AND RECREATION. 

(a) The Base-gross receipts tax ratee_provided by this Section is applicable to each of the 

following business activities7-- Qf accommodations; utilities; and arts, entertainment and 

recreation. Commencing on the operative date ofthe Gross Receipts Tax Ordinance, the Controller 

shall compute tlie tax rate in accordance V/ith 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: 

0.300% (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: 

(A) For the business activities of accommodations and arts, entertainment and 

recreation: 

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 

0.455% (e.g., $4.55 per $1,000) for taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 
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0.56% (e.g., $5.60 per $1,000) for taxable gross receipts over $25,000,000 

{B) For the business activity of utilities: 

0.48% (e.g., $4.80 per $1, 000) for taxable gross receipts between $0 and $1, 000, 000 

0.52% (e.g., $5.20 per $1, 000) for taxable gross receipts between $1, 000, 000. OJ and 

$2,500,000 

0.52% (e.g., $5.20 per $1,000) for taxable gross receipts between $2,500,000.01 and 

$25, 000, 000 

0. 64% (e.g., $6.40 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 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 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 each o(the rate tiers in that Section an additional rate tier for taxable gross 

receipts over $50,000,000 with a rate of0.425% plus the applicable rate for taxable gross receipts 

between $2 5, 000, 000. 01 and $5 0, 000, 000. This additional rate tier shall continue in effect for 10 tax 

years, after which the rate tiers shall return to what the rate tiers would have been absent the increase 

in this Section 953.J(h). 
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SEC. 953.4. GROSS RECEIPTS TAX APPLICABLE TO PRIVATE EDUCATION AND 

HEAL TH SERVICES; ADMINISTRATIVE AND SUPPORT SERVICES; AND 

MISCELLANEOUS BUSINESS ACTIVITIES. 

(a) The barre-gross receipts tax rate§. provided by this Section is applicable to the 

business activities of private education and health services, and-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 operative date ofthe Gross Receipts Tax Ordinance, the 

Controller shall compute the tax rate in accordance with Section 959, but the base tax rate prov'ided by 

this Section .:isare: 

(1) For tax years beginning on or after January 1, 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 

0.55fl% (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 

0.65fl% (e.g., $6.50 per $1,000) for gross receipts over $25,000,000 

(2) For tax years beginning on or after January l, 2021: 

0.84% (e.g., $8.40 per $1,000) for taxable gross receipts between $0 and $1,000,000 

0.88% (e.g., $8.80 per $1,000) for taxable gross receipts between $1,000,000.01 and 

$2,500,000 

0.96% (e.g., $9.60 per $1,000) for taxable gross receipts betvveen $2,500,000.01 and 

$25, 000, 000 

1.04% (e.g., $10.40 per $1,000) for taxable gross receipts over $25,000,000 

* * * * 
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(e) !(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 of the 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 for taxable gross receipts 

over $50, 000, 000 with a rate of]. 73%. This additional rate tier shall continue in effect for 10 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 rate§. provided by this Section is applicable to the 

business activity of construction. 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 this Section isare: 

{I) For tax years beginning on or after January 1, 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 

0.350% (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 

0.450% (e.g., $4.50 per $1,000) for gross receipts over $25,000,000 
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(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 

0.49% (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) !(the final tudicial 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 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. OJ 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] .105%. This additional rate tier shall continue in effect for 10 tax 

years, after which the rate tiers shall return to what the rate tiers vvould 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 h-tlrre--gross receipts tax rate§. provided by this Section is applicable to the 

business activities of financial services; insurance; and professional, scientific and technical 
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services. Commencing on the operath·e date &jthe Gross Receipts Tax Ordinance, the Controller 

shall compute t}w tax rate in accordance Hlith Section 959, but the base tax rate provided by this 

Section isare: 

(1) For tax years beginning on or afier January J, 20J 8 and ending on or before 

December 3J, 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 

(2) For tax years beginning on or afi:er January J, 202J: 

(A) For the business activity o[insurance: 

0.64% (e.g., $6.40 per $J,OOO) (or taxable gross receipts between $0 and $J,OOO,OOO 

0. 736% (e.g., $7.36 per $J, 000) for taxable gross receipts between $J, 000, 000. OJ and 

$2,500,000 

0.8J 6% (e.g., $8.J 6 per $J, 000) for taxable gross receipts between $2,500, 000. OJ and 

$25, 000, 000 

0.896% (e.g., $8.96 per $J, 000) for taxable gross receipts over $25, 000, 000 

(B) For the business activities o[financial services and professional, scientific 

and technical services: 

0.68% (e.g., $6.80 per $J,000) for taxable gross receipts between $0 and $J,OOO,OOO 

0. 782% (e.g., $7.82 per $J,OOO) [or taxable gross receipts between $J,OOO,OOO.OJ and 

$2,500,000 

0.867% (e.g., $8.67 per $J,OOO) for taxable gross receipts between $2,500,000.0J and 

$25, 000, 000 
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0.952% (e.g., $9.52 per $J,000) for taxable gross receipts over $25,000,000 

* * * * 

(!) Jfthe final judicial decision in San Francisco Superior Court Case No. CGC~J9-573230 

(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 ofthe 

Business and Tax Regulations Code, then for tax years beginning on or afier January J of the tax year 

following 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. OJ and $50, 000, 000" and 

there shall be added to each ofthe rate tiers in that Section an additional rate tier for taxable gross 

receipts over $5 0, 000, 000 with a rate of 0. 6% plus the applicable rate for taxable gross receipts 

between $25, 000, 000. OJ and $50, 000, 000. This additional rate tier shall continue in effect for J 0 tax. 

years, afier which the rate tiers shall return to what the rate tiers would have been absent the increase 

in this Section 953. 6(1). 

SEC. 953.7. GROSS RECEIPTS TAX APPLICABLE TO REAL ESTATE AND RENTAL 

AND LEASING SERVICES. 

(a) The base-gross receipts tax rate§.. provided by this Section is applicable to the 

business activities of real estate and rental and leasing services. Commencing on the operath·e 

date &jthe 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: 

(I) For tax years beginning on or afier January J, 20J8 and ending on or before 

December 3 J, 2020: 

0.285% (e.g., $2.85 per $1,000) for gross receipts between $0 and $1,000,000 
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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 1, 2021: 

0.485% (e.g., $4.85 per $1,000) for taxable gross receipts between $0 and $1,000,000 

0.485% (e.g., $4.85 per $1,000) for taxable gross receipts between $1,000,000.01 and 

$5,000,000 

0.51 % (e.g., $5.10 per $1, 000) for taxable gross receipts between $5, 000, 000. OJ and 

$25, 000, 000 

0.51% (e.g., $5.10 per $1,000) for taxable gross receipts over $25,000,000 

* * * * 
(d) J[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 ofthe 

Business and Tax Regulations Code, then for tax years beginning on or after January 1 o[the 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 

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. 83 5%. This additional rate tier shall continue in effect for 10 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). 

Page 62 



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 ofthe 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 fer each tax year is,:.1. 400percent. 

(1) For tax years beginning on or after January 1, 2014 and ending on or before 

December 31, 2020, 1.4%. 

(2) For tax years beginning on or after January 1, 2021, 1.68%. 

* * * * 

(f) "Payroll expense" for purposes of this Section 953.8 means the compensation paid to, 

on behalfot: 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 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 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 owners ofpass-through 
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entities, and any other form of compensation for services, to all such individuals and shareholders ofa 

professional corporation or members of an LLC For purposes of this definition of payroll expense: 

(1) 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 {Or the tax 

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

ownership interest on the date such right is exercised over (B) the price paid {Or such interest. This 

Section 953.8(/)(J) shall not apply {Or purposes of determining whether a person is engaging in 

business within the City as an administrative office, but shall apply {Or 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 of the real estate broker or mortgage broker {Or or 

under whom such individual per{Orms services, and any compensation received by such individual, 

including compensation by way of commissions, shall be included in the payroll expense ofsuch 

broker. For purposes of this Section 953. 8(/), "real estate broker" and "mortgage broker" refer to any 

individual licensed as such under the laws ofthe State of Cali{Ornia who engages the services of 

salespersons or a salesperson, or of mortgage processors or a mortgage processor, to per{Orm 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 per{Orm 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 

per{Orm services which may be continuous in nature, as a mortgage processor under an agreement 

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 Cali{Ornia. 
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(3) All compensation, including all pass-through compensation for services paid to, on 

behalf of or for 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 ofthis Section 953.8(/), the "pass-through compensation for services" of 

a pass-through entity shall be the aggregate compensation paid by such entity for 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 oft he 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 of or for the benefit of the employees of the 

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 oft he entity based in the City is not less 

than four.shall have the meaning given to that term by Sections 902.1 et seq. ofArticle 12 A, except 

that Section 902.1 (b) of Article 12 A shall not apply for purposes o.fdetermining ·whether a person is 

engaging in business ·within the City as an administrati-;;e (}ffice. Section 902.1 (b) shall apply for all 

other purposes under this Section. 

{![)_The portion ofthepayroll expense ofaperson or combined group that is 

attributable to the City shall be determined as set forth in Section 904 ofArticle 12 A. Where payroll 

expense is incurred by reason of work performed or services rendered by an individual wholly within 

the City, all o[the payroll expense for 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 follows: 

(A) Except as otherwise provided in this Section 953.8(/)(4), the portion ofsuch 

payroll expense attributable to the City shall be the portion of such payroll expense which the total 
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number of working hours employed within the City bears to the total number of working hours within 

and without the City. 

(B) ![the 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 portionofsuch 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 of the services of such individual, or on 

account o[the 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 ofthe 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 ofthe person's 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 ofsuch rescission. 

* * * * 

(i) ![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 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 
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related thereto) has the effect o[invalidating the Homelessness Gross Receipts Tax in Article 28 o[the 

Business and Tax Regulations Code, then for tax years beginning on or after January 1 ofthe tax year 

hllowing the date on ·which such court decision becomes final the rate in Section 953.8(a){2) shall 

be 3.18%. This increased rate shall continue in e(fect for 10 tax years, after which the rate shall return 

to what the rate would have been absent the increase in this Section 953.8(i). 

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, o.fthis Article, 

Sections 953.l(a){2){A) through (C), inclusive, Sections 953.2(a){2){A) through (D), inclusive, 

Sections 953.3(a){2){A) and (B), or Sections 953.6(a){2){A) and (B), 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. ![the Section from which the person or combined 

group derived more than 80% o[its gross receipts includes different rates for different business 

activities described in that Section, then the rates applicable to the gross receipts that are deemed to be 

from business activities described in that Section shall be the rates that apply to the business activities 

within that Section from which the person or combined group derived the most taxable gross receipts, 

or ifthere is not a single business activity within that Section from which the person or combined group 

derived the most taxable gross receipts because the person or combined group derived the same 

amount of taxable gross receipts from one or more business activities within the Section, then the rates 
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applicable to the gross receipts that are deemed to be tram business activities described in that Section 

shall be the highest rates within that Section that apply to business activities tram which the person or 

combined group derived the same amount of taxable gross receipts. 

(b) If its business activities in the City are described in more than one of 

Sections 953.1 through 953.7, inclusive, Sections 953.1 (a){2)(A) through (C), inclusive, 

Sections 953.2(a)(2)(A) through (D), inclusive, Sections 953.3(a)(2)(A) and {B), or 

Sections 953.6(a)(2)(A) and (B), and subsection (a) of this Section 953.9 does not result in the 

person or combined group's gross receipts being subject to the rates in only one Section and 

Subsectionepply, then such person or combined group shall separately compute the gross 

receipts tax for each set of business activities as provided in the Section or Subsection 

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 

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; 

(3) the progressive rates described in Sections 953.1 through 953.7, and the 

Subsections within those Sections, apply on an aggregate basis for businesses with multiple sets 

of activities; 

(4) the applicable rate for each set of business activities shall be determined in 

numbered order of the Sections and Subsections describing each set of business activities; 

i.e., the gross receipts and tax for business activities described in Section 953.1 (a){2)(A) 
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should be determined first, Section 953.l(a){2)(B) second, Section 953.l(a){2){C) third, 

Section 953.2(a){2){A) fourth second, and so on; 

(5) the rate(s) applicable to any set of activities after the first shall be 

determined by adding together the gross receipts determined for all previous sets of activities 

and applying the rate scale commencing with the total gross receipts so determined; and 

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

sum of the liabilities for each set of business activities. 

SEC. 954. EXEMPTIONS AND EXCLUSIONS. 

(a) Except as provided in subsection (b) ofthis Section, :4an 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-1, 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 ·within tlw City in an unrelated trade or business ·within the meaning &}Section 513 (a) 

Qfthe Internal Revenue Code &}1986, as amended, and has, from its ovm operations, unrelated 

business taxable income ·within the meaning &}Section 512(a)(l) of the Internal Revenue Code &fl 986, 

as amended, shall pay the gross receipts tax on its gross receiptsfrom its unrelated trade or business 

acti'v'ities 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 of#ze 

organization's unrelated trade or business or for any otlwr reason, then the amount &}gross receipts 

reasonably attributable to the organization's unrelated trade or business in the City shall be 
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determined on tlw basis a.fall of the relevant facts and circumstances of the particular case, in 

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

purpose. 

(Q_e) 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. 

(fd) Rent Contra.lied 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. 

(§/) For only so long as and to the extent that the City is prohibited from imposing the 

tax under this Article 12-A-l, 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 property under 

Revenue and Taxation Code Section 7233; 
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(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 tlw City and taxed under tlzis Article, the tax paid to 

such taxing jurisdiction shall be credited against the tax due under this Article; in no event shall this 

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 the 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 of residential 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 oft he 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(f)(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), 

fbj, or (ef> of Section 954. 

SEC. 959. RATE o._v GROSS RECEIPTS 'h4X: COJVTROLLER COllf PllTATI-ON. 

(a) Commencing on the operative date of 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) &j this Section. The Controller shall certify and publish such rates on or before 

September 1 &j 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 953.1through953. 7 by the "Gross Receipts 

Tax Rate Adjustment Factor, " ·which shall be determined according to tl10 foll a-wing table and 

formulas, but no gross receipts tax rate shall exceed the base rates provided by Sections 953.1 

through 953. 7. 

Gross Receipts Tax Rate Adjustment F'actor Computation Table 

Gross Receipts Tax Rate Adjustment Factor 
Tax ¥ear (GA-D.-Jyear-) 

-2,{).1-4 GAWµ - UJ% 

-2-()-J-5 GADJ-H - 25?cfJ '*' EXF-H 

2-{)+ft GA[)J-14 - 5(}?cfJ '*' EXJ2--14 

-XJ-1-7- GAP-Jn - 75?cfJ '*' EXF-n 

-2{}-M GAP-JM - 1 (}(}% '*' EXP M 

Where: "EXPyear " is the "Excess Payroll Expense Tax Re-;,·enue Factor, " a percentage that reduces 

tl10 gross receipts tax rate adjustment factor for a year in which the payroll expense tax rate determined 

under Section 9Q3. J o.fArticle 12 A becomes zero, and tvhich adjusts for excess payroll expense tax 
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rewnue collected for that tax year. The Controller shall compute EXPyear according to the following 

table and formulas: 

(1) In any year in ·which PAYRATEyear is greater tlwn zero, -where PAYRATEyear is 

determined under Section 903.1 ofArticle 12 A, EXPyear is zero. 

(2) In thejirstyear in >vhich PAYRATEyear is zero, where PAYRATEyear is determined 

under Section 903.1 &}Article 12 A, EXPyear shall be computed according to the following table and 

formulas. In subsequent years, GADJyear shall be the same 'value it was in the prior year: 

Excess Payroll Expense Tax Re-venue Factor Computation Table 

TftJf Year &cess P ayiroll Expense Tax Revenue ,_1£actor (EXP-y•ear) 

~ EXF-0 - 'f1 125°tfJ ~ D 4D ~) 1..J..J. 7 J.1--V x (PA ¥±AXMlPA¥RATEM) ]lfGRTA-X~ 

-2()-M EXFM - ff{). B0% ~ P14DJM) x (PA¥'h4X-0lPAYRATE-0f}lQRT,4X~ 

2{}-1-'7 EXF-H - {-(0. 3 f-5?tfJ ~ PADJ-H) x (PA¥'h4XMlPAYP.ATEMf}lGRh.4X~ 

2-{)M- EXF-M - {PAD,lM x (FA¥'h4X-HlPA¥_P.ATE-Hf}lfGRT,4X~ 

Where: PADJyear, PA¥'h1Xyear, and GRh.1Xyear are determined under Section 903. l of 

Article 12 A. 

(c) 11fotwithstanding any other provision &j this Article, in any year in which tlw payroll 

expense tax rate determined under Section 903. l ofArticle 12 A is zero, the gross receipts tax rates for 

that year and allfoture years shall be as the Controller computed fer that year, except that for tax 

year 2021 and allfittbtre years, the rate under Section 953. f-(a), for gross receipts o-ver $25, 000, 000 

only, shall be the sum &jthe 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 by September 1 &j 

that year. 

Page 74 



(d) Notwithstanding any other provision &}this Article, the gross receipts tax rates fer 2019 

and allfuture years shall be the rates in effect in tax year 2018, except that for tax year 2021 and all 

future years, the rate under Section 953. 7(a), for gross receipts over $25, 000, 000 only, shall be the sum 

o.f 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 certify· andpublish such rates on or before September 1, 2019, at which time the 

Controller's duty to compute, certify 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 under former Section 906A of Article 12-A, the Biotechnology 

Exclusion underfOrmer 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%1~ 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) 

fs.would have been in effect had the payroll expense tax not been repealed, ·without regard to ·whether 

thepayroll 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 credit under this Section 960 must meet all of the eligibility 

requirements of the former 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. CENTRAL AfARKETSTREETLIAfI+. 

(a) The "CentralNlarketStreetLimit" means aperson'spayroll expense tax liability/er a tax 

year as determined under the Central },{arket Street and Tenderloin Area Payroll Expense Tax 

Exclusion under Section 906. 3 ofArticle 12 A, calculated at a rate of 1 Vi percent. 

(b) "Combined Business Tax Liability" means the sum of the gross receipts tax and the payroll 

expense tax a person awes that is attributable to location(s) in the Central ,\1arket Street and 

Tenderloin Area as defined in Section 906. 3 (b) ofArticle 12 A for a tax year under #ze rates 

established for that year. 

(c) For so long as the Central },1arket Street and Tenderloin Area Payroll Expense Tax 

Exclusion is in effect, without regard to 11 'hether the payroll expense tax is otherwise in effect, a person 

shall awe the lesser of its combined business tax liability or the amount a.fits Central A1arket Street 

limit. Any person -who cl£iims the Central A1arket Street and Tenderloin Area Payroll Expense Tax 

Exclusion must meet all o.fthe eligibility requirements of that exclusion. 

SEC. 965. SAVINGS CLAUSE. 

(a) No section, clause, part or provision of this Article J 2;-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 ofthe 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-l shall be null: 

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 tl:zis Article is in-validatedpursuant to 

this Section, the payroll expense tax provided by Article 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 of 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 6 and 12-A-1 of the Business and Tax Regulations Code, as 
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amended tram time to time. All references to Sections o[the Planning Code are to the text o[those 

Sections as ofJune 5, 2018. 

(b) For purposes ofthis 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 954.1 (c) of Article 12-A-l of the 

Business and Tax Regulations Code, as amended tram 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 of the Planning Code,' 

(2) Arts Activities as defined in Section 102 of the 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 (b) ofthe 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 ofthe 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 tram the lease of 

Commercial Space in properties in the City. For purposes o[this Article 36, the term "lease" includes 

any "sublease. " 
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(b) The Commercial Rents Tax shall be calculated by applying the followingpercentages 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 o(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 

If the 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 o[the Business and Tax 

Regulations Code, then the Commercial Rents Tax in this Article 36 shall become operative for 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 10 tax years, after which it shall cease to apply and the 

City Attorney shall cause this Article 36 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 11o(Division2 of the California Revenue and Taxation Code or Subchapter F 

(commencing with Section 501) of Chapter 1 of Subtitle A ofthe 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 3 6, only so long as those exemptions 

continue to exist under state or federal law. 
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(b) For purposes of this 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 of this Article 36, gross receipts from the lease of Commercial Space shall not 

include receipts from business activities it: and only so long as and to the extent that, the City is 

prohibited from taxing such receipts under the Constitution or laws ofthe United States or under the 

Constitution or laws oft he 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 of the United States from imposing the Commercial 

Rents Tax shall be exempt from the Commercial Rents Tax. 

(e) For purposes of this 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 of Article 9. 

SEC. 3606. SMALL BUSINESS EXEMPTION. 

Notwithstanding any other provision of this Article 36, a person or combined group exempt 

from payment of the gross receipts tax under Section 954.1 of Article 12-A-l, as amended fi'om time to 

time, shall also be exempt from payment o[the 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 for more than six months in a tax year shall be allowed a credit against the Commercial Rents 
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Tax for that tax year. !fa person entitled to the credit under this Section 3607 is required to file a 

Commei'cial 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 for that tax 

year. In no event shall the credit allowed under this Section 3607 reduce a person or combined 

group's Commercial Rents Tax liability for any tax year to less than zero, and no credit shall be 

allowed as a carryforward to a subsequent tax year. 

(b) For purposes of this Section 3607, the credit for a tax year shall be based on the total 

number o[Jnfants, Toddlers, and Preschool-Age Children for which the OualifYing Child Care Facility 

is licensed by the California Department of Social Services to provide care and shall be in the amount 

prescribed in the table below. 

Number o[_In[_ants, Toddlers, and Preschool-Age Amount o[_ Credit 
Children 

1to49 $7,200 

50 to 99 $16, 000 

JOO or more $36,000 

(c) The following definitions shall apply for purposes olthis Section 3607. 

(1) "OualifYing Child Care Facility" means a [_acility that is licensed by the California 

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 for sustaining the activities o[_daily living or for the protection of 

the individual on less than a 24-hour basis in a group setting. 

(2) "In[_ants" means children under two years o[_age. 

(3) "Toddlers" means children between the ages oU8 months and 30 months. 

(4) "Preschool-Age Children" means children who are enrolled in a child day care 

center licensed by the California Department o[_Social Services, or any successor agency, and who are 
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not enrolled in a child care center or part ofa child care center where less than 24-hourper 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 after claiming the credit provided for in this Section 3607. 

(e) The Tax Collector shall verifj; 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 ofthis 

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 of Article 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 o(persons 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-l ), including the rules for 

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 ofthis 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 o[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. 

(b) 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 ofthe 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 o[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 fund and can be spent (or any City purposes. 

SEC. 3613. AMENDMENT OF ORDINANCE. 

The Board of Supervisors may amend or repeal this Article 36 by ordinance without a vote of 

the people except as limited by Article XIII C o[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 of those laws, no amendment or modification o(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 full extent of the City's authorization up 

to the fit!! amount and rate ofthe taxes imposed under this Article. 

SEC. 3615. SEVERABILITY. 

(a) Except as provided in Section 3615(b), below, if any section, subsection, sentence, clause, 

phrase, or word ofthis Article 36, or the application thereof to any person or circumstance, is [or any 

reason held to be invalid or unconstitutional by a decision of any court of competent jurisdiction, such 

decision shall not affect the validity ofthe remaining portions ofthis Article, including the application 

of such portions to other persons or circumstances. The People of the City and County of 

San Francisco hereby declare that, except as provided in Section 3615(b), they would have adopted 

each section, subsection, sentence, clause, phrase, and word ofthis Article not declared invalid or 

unconstitutional without regard to whether any other portion ofthis Article would be subsequently 

declared invalid or unconstitutional. 

@) 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 of this 

Article 36 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. 3616. SAVINGS CLAUSE. 

No section, clause, part, or provision ofthis Article 36 shall be construed as requiring the 

payment of any tax that would be in violation ofthe Constitution or laws of the United States or oft he 

Constitution or laws of the State of Cali{Ornia. 

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. 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 9. 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 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 

the Business and Tax Regulations Code, is enacted before November 3, 2020. If such 

Page 86 



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. 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 12. 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. 

(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. 

Section 13. Conflicting Measures. 

(a) The voters intend to adopt at the November 3, 2020 consolidated general election 

only one measure that amends Article 12-A-1 of the Business and Tax Regulations Code. 

(b) If the voters adopt this measure and any other measure that amends Article 12-A-1 

of the Business and Tax Regulations Code at the November 3, 2020 consolidated general 
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election and this measure received more affirmative votes than any other such measure, then 

the other measure or measures shall not become operative in any respect. 

(c) This measure shall not become operative in any respect if another measure that 

amends Article 12-A-1 of the Business and Tax Regulations Code receives more affirmative 

votes than this measure at the November 3, 2020 consolidated general election. 

* * * 
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