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- Amendment of the whole ,
FILENO. 110155 1@ committee. 3/23/11 ORDINANCE NO.

£

' [Busmess and Tax Regulatlons Code - Payroll Expense Tax Exclusion |n Central Market

Street and Tenderloin Area]

’ Ordinance a’mending Article 12-A of the Business and Tax Regulations Code by adding

Section 906 3 to establish a payroll expense tax exclusmn for businesses located in the
Central Market Street and Tenderloin Area and requiring persons with an annual payroll
expense of over $1 ;000,000 to enter into a Communlty Benefits Agreement with the

Office of Economic and Welfare Development .

NOTE: Additions are szngle underlzne zz‘alzcs Times New Roman :
deletions are '
Board amendment additions are double-underlined underllned

Board amendment deletlons are stnkethreugh—nermal |

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

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

(a) In January of 2010, Mayor Gavin Newsom announced the Central Market
Partnership — a pubhc/prlvate initiative to renew and coordinate efforts to revrtallze the Central

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

_cultlvatlng an eclectic, Communlty—servrng arts district.

(b)  As part of the Central Market Partnership, the Clty has developed the following

tools to assist with this effort
(1) An$11.5 million loan fund for low-interest loans to small businesses in
th'e’area; ‘ |
| | (2) - Coordinated incentives, including a renewed effort to generate tax
increment finahoin-g through a RedeVeIopment Area;b |
(3)- The Better Market Street initiative,_which will overhaul the streetscape

and repave the corridor in 2014;

. Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wie'ner, Chu
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(4)  Technical assistance and limited funding for arts groups looking to

relocate to Central Market;

(5) "An NEA grant to undertake visible arts-oriented activities that Will_
generate positive foot traffic; and
(6) Partnerships with re'cently established Community Benefit Districts and
other Community Benefit Organizétions wttose focus is on impreving the neighborhood as
well-as an Interagency Working Groub to target City attention and resources to the
neighborhood. _ _
(c) 'Therefore, attracting businesses to the Central Market Street neigh'borhood isa
key component in the revitalization of the ‘area v |
Sectlon 2. The San FranCIsco Business and Tax Regulatlons Code is hereby amended
by adding Sectlon 906.3, to read as follows
SEC. 906.3. CENTRAL MARKET STREET AND TENDERLOIN ARFEA PAYROLL

EXPENSE TAX EXCLUSI ON
Y (a) Ihe—emeuﬂt—ef—An exclu3|on from the payroll expense tax dueuﬂeeethts—Seetieﬂ

shall be:

(4—)—Eeeenyallowed for each person mamtammewho maintains a fixed place of
buszness 'I'H'Wlthln the Central Market Street and Tenderloin Area en—the—e#eetwe—date—ef—thts

edeanee,—sueh—perenfor payroll expense aftributable to that fixed Iocatlon! provided,

'however! that in no event shall ewe-the lesserofthatiax exclusion reduce a person's payFeH

expeﬂse— ax liability fer—2949—er—thatto to less than the person's Base Yea_pavroll expense tax

habﬂ%feethe—yeaeﬁey—e%etermng—ﬂaee*elu&en—metu@ngm%

Mayor, Super\)isors Kim, Chiu, Farrell, Cohen, Wiener, Chu . .
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) For purposes of this Section, the following terms shall have the meanings set forth

below: |

(1) "Central Market Street and Tenderloin Area” means the area located in

~ downtown San F rancisco, generally including: parcels fronting the south side of Market Street from

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

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

the north side of Market Sz‘réet from Van Ness Avenue to Eighth S'tlfeet,' 875 Stevenson Street: and

F
parcels in the area bordered by: Gear)) Street, from Polk Street to Taylor Street (south side only);

Taylor Street, from Geary Street to Ellis Street (west side only); Ellis Street, from Taylor Sireetto

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

Market Street, from Mason Street to Charles J. Brenham Place (north side only); Charles J. Brenham

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

Brenham Place to Larkin Streetfnorth side only),' Larkin Street, from McAllis;ér Street to Eddy Street

(east side only).; Eddy Street, from Larkin Street to Polk Street (north side only): and Polk Street, from

Eddy Street to Geary Street (east side only). The exclusion applies exclusively to the following

Assessor's Lots:_the entirety of Blocks 0317, 0318, 0319, 0320, 0321, 0322, 03224, 0323, 0324, 0331, |

0332, 0333, 0334, 0335, 0336, 0337, 0338, 0339, 0340, 0342, 0343, 0344, 0345, 0346, 0347, 0348,

" Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu
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0349, 0350, 0716. 07]7—and-0740—and—9835'Block 0813, Lots 7, 8 9anri']0' Block 0835, Lots 1, 2

and 3: Block 3701, Lots 50; and 59-and-65; Block3702 Lots] 44—44—A—45 46, 4748, 484, and 53

andé4 Block3703 Lots 1, 56 58, 59, 60. 61, 62, 63, 64, 63, 66, 67, 68, 70, 74, 73, 76, 78 and 88;

Block 3704, Lots 70, 69, 68, 67 and 78; Block 3507, Lots 3940 gnd 41 Block 35_08, Lots ] and 39,‘
Block 0355, Lots 3,4, 5,6, 7.8 9, 10 and 15; and Block 0351, Lots v] 22, 39, ‘4] 46,47, 49 and 51.

" (2) An—empteyee—rea—q&ahﬂed—empteyeeﬂ"Base Year" means the 2010 tax

'year for purpesesa QGI’SOH who maintains a fixed place of eemputing-business in

San Franmsco on the effective date of this e*etusrenﬂ%eerrlpteyee—ependeaueast—gg%ef

Werk—trmeen—aetmnes—d#eetlg#retatedordmance Fora person who moves to the—eenduet—ef—a
trade-or business-located-within-the Central Market Street and T enderlozn Area and-performs-at

'teast—QQ—,é—efwerk—tmqe—wrthmfrom another part of San Francisco, Base Year means that -

person's full tax year for the boundaries-ofyear eror to entering into a lease agreement or

buyving real property in the Gentral—Market—Streetfand—Ierrdertem—Area. For purpesesa person

who commences to maintain a fixed place of business in San Francisco after the effective

date of this S

busmess—ordlnance Base Year means that Derson 's flrst full tax year in the Area.

() In_order to be eligible for the payroll expense tax exclusion authorized under this

Section, persons wishing to claim the exclusion must:

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

Workforce Development for review and evaluation. The Office of Economic and Workforce

Development will use this application to verify that applicants claiming the payroll expense tax

exclusion under this Section meet the eligibility requirements outlined in subsectionssuy bsection,

@(%and—(b—)@) of this Section. The Office of Economic and Workforce Development and the Office
of the Treasurer and Tax Collector shall-have-the-autheority to prescrzbe the form of the

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

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu _ : .
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Central Market Street and Tenderloin Area payroll expens’é ‘Zax exclusion, which shall include

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

" Code.

(2)  File an annual affidavit with the Office bf Economic and Workforce Development

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

Workforce Development. The annual affidavit should de’tei| the total number of individuals hired

during the vear, the number of individuals whe were referred by the San Francisco Workforce

Development Syétem during the vear, and the duration of employment for each individual

hired during the year. The affidavit must be filed 'wfth the Office of Economic and .Workforce

Development on or before January 31 of each year subsequent to the Office of Economic and
Workforce Developmem"s initiel approval of the application.

(3)  Maintain records and documents in ¢ reasenable-method-of
el‘eeumentaﬁen—thaimanner accegt‘ablet the Tax Collector—%ﬂ—Fé#iéweFveFiiy Such recerds

and documents must oblectzvely that—tpaeks—empleyee&#hese—eempensahen—qaahﬂes—feethe
G@%F&MAaert—SfeFeet—and—'FendeFlemAFea ubstantlate any excluszon—and—pFewde—sueh
documentation claimed under this Section and be provided to the Tax Collector upon request.

(4) . File an annual Payroll Expense Tax Retitrn with the Tax Collector regardless of

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

Section.

(5) Any person whose annual payroll exgense exceeds one million dollars -

@1 ,000,000) shall enter into a biriding Commumtx Beneﬂt Agreement WIth the Offlce of
. Economic and _Workforce Development i in order to be ellglble for the payroll expense tax

exclusion under this Section. Such Community Benefit Agreement may include commitments

to engage in community activities in the Central Marke't Street and Tenderloin Area as well as
gérticigation in workforce development opportunities. |

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu :
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forms_may be amended from time to time as necessary.

()  TheOffice of Economic and Workforce Development shall

Q Together with the Ofﬁce of the Treasurer. and Tax Collector _No-later-than
th&e#ee’ewe—dat&eﬁ#%—e@mane& adopt rules, regulations and forms regarding eligibility ana’ the

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

N-rules, regylotions and

(2)  Review all applications for completeness and upon approval, issue a certificate

of eligibility to the applicant. The decision of the Oﬁ‘ice of Economic and Workforce Development

rezardmg eligibility for the exclusion shalimay not be #na#aooealed by an;gpllcant

@ . Provide the Tax Collector with a list of persons eligible to claim the tax

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

(e) _The Tax Collector éh_all verify that any exclusion claimed pursuant to this Section
is appropriate. '

(ef)  The Central Market Street and T. enderloin Area exclusion authorized under this Section

shall be available to and niay be taken ov each person for each tax year that verson holds a valid

certificate of eligibility for a period not to exceed six years from the éffective date of this ordinance or

the commencement of the person's business in the Central Market Street and Tenderloin Area,

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

- registration cerz‘iﬁcate for the person's Central Market Sﬁeet and Tenderloin Area business shall be

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

commencemerit date to z‘he satisfaction of the Tax Collector.

"(a) The Central Market Street and Tenderloin Area exclusion authorized under thzs Sectzon

- shall expire on the eighth anniversary date of the effective date of this Sectzon A person may not use or

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

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

Mayor, Supervisors Kim, Chiu, Farrell, Cohen, Wiener, Chu ) _ v
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engazzngm a business in the Centml Market Street and Tenderloin Area in the City Shall pay the tax

imposed under this. Article on the full amount of the person s payroll expense atz‘rzbutable to the sz‘y

from ana’ after the expiration of this Section.

(gh)  Ifa person's calculated liability for the Ppayroll Egxpense It‘ax does not exceed the

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

Tenderloin Area exclusion under this Section, the person shall be exempt from payment of the Ppayroll

Eexpense Fax for that tax year as provided in Section 903-A.

(hQ -+ The Tax Collector shall submit an annual report to the Board of Supervisors for each

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

is available that sets forth ageregate information on the dollar value‘ of the Cehfml Market Street and

T enderlom Area exclusions taken each year, the number of businesses takmg the excluszon and rhe

‘change in the number of businesses located in the Centml Market Street and T enderlozn Area of the -

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

report to the Board of Sugervi'sors for each vear for which the Central Market Street and

Tenderloin Area exclusion authorized under this Section is available t'hat sets forth any and all

Community Benefit Agreements that have been entered into with the Office of Ec’onom'ic and

| Workforce Development during that vear.

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

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

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

bz_zsinesses’ location, relocation or expansion to or within the Central Market Street a_nd Tenderloin

Area.

a) The Controller, not later than afterthree vears afier the effective date of this ordinance,

shall perform an assessment and review of the eﬁ’eét of the Central Market Street and Tenderloin Area

.Mayor, SupeNisors Kim, Chiu, Farrell, Cohen, Wiener, Chu
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payroll expense tax exclusion on the Central Market Street and Tenderloin Area. Based on such

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

The analysis shall be based on factors that the Controller deems relevant, and may _ihclude, but shall

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

, subsections th)y-and-(i), (j) and(k) of this Section.

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

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

adn) A misrepresentdtion or misstatement by ahy person regarding eligibility for the Central

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

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

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By: :
 STEPHANIE PROFITT
Deputy City Attorney

Mayor, Supervisors Kim, Chiu, Farrelt, Coheh, Wiener, Chu . . -
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FILENO.

LEGISLATIVE DIGEST

[Business and Tax Regulations Code Payroll Expense Tax Exclusron in Central Market
Street and Tenderlom Area] S

Ordinance amendlng Article 12-A of the Business and Tax Regulatlons Code by adding-_
Section 906.3 to establish a payroll expense tax exclusron for businesses located in the
' Central Market Street and Tenderloin Area. :

Existing Law

San Francisco imposes a payroll expense tax on busrness entrtles based on the
compensation they pay to employees and others for work-or services performed in’

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

Amendments to Current'Law

The proposed amendment would amend Section 906 to establish a payroll expense tax
exclusion for qualified employees employed by businesses in the Central Market Street and
. Tenderloin Area. For a business located in the Central Market Street and Tenderloin Area, its
payroll expense tax liability shall be the lesser of its payroll expense tax liability for 2010 or the
year it is claiming the exemption, mcludrng zero. For a business that moves to the Central
Market Street and Tenderloin Area from another part of San Francisco, its payroll expense tax
liability shall be the lesser of its payroll expense tax liability for the tax year prior to its move to
the Central Market Street and Tenderloin Area or the year it is claiming the exclusion,
including zero. A business that moves to San Francisco, and specifically to the Central
Market Street and Tenderloin Area, shall pay the lesser of the amount it paid in payroll
 expense tax for its initial year in San Francisco and its payroll expense tax liability for the year
it is claiming the exclusion, including zero. The exclusion will bé available for a period of
8 years from the effective date of this legislation and employers may avalil themselves of the
. exclusion for 6 years. After the legisiation expires, no unused portlons of the exclusion may
be claimed. v .

Bacquound lnformatlon

~Under Busnness and Tax Regulatlons Code Section 901 et seq., busmesses pay a payroll

- expense tax based on the compensation paid to. employees and others for work or services

‘rendered in San Francisco. (Section 901.1) This proposed amendment would amend Section -
906 to establish a payroll expense tax exclusion for the purpose of encouraging entities to
retain and hire employees to work in the Central Market Street and Tenderloin Area.

Mayor, Supervisors Kim, Chiu o ' ’ ‘ Page 1
" BOARD OF SUPERVISORS - o PR o © o .2/8/2011
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BUDGET AND FINANCE SUB-COMMITTEE MEETING _ . MaRCH 23,2011

Item 1 . _ — | Department(s):
. | File 11-0155 - | Office of Economic and Workforce Development
| (Continued from March 16, 2011) | Treasurer/Tax Collector

Legislative Objective

o The proposed ordinance would amend the Business and Tax Regulation Code to establish a
} Payroll Expense Tax exclus1on for businesses in the Central Market and Tenderlom Area.

Key Points

| o Businesses currently pay Payroll Expense Taxes to the City of 1.5 percent of the firm’s.
payroll expenses for work or services performed in San Francisco. Businesses with an annual -
payroll of $250,000 or less and certain biotechnology and clean energy technology
businesses are currently exempt from the Payroll Expense Tax.

e The proposed Payroll Expense Tax exclusion would be available for a period of eight years
from the effective date of the proposed ordinance; however, individual businesses could only
* claim the Payroll Tax exclusion for a maximum of six years.

e The proposed Payroll Expense Tax exclusion would only apply to net new employees hired
by businesses (a) already located in the Central Market and Tenderloin Area, or (b) that
relocate to the Central Market and Tenderloin Area from another San Francisco location. The
proposed Payroll Expense Tax exclusion would also apply to all employees of businesses ’
that relocate to the Central Market and Tenderloin Area from outside the City.

o Twitter, presently located at 795 Folsom Street, is currently seeking a new headquarters of
approx1mate1y 150,000 square feet of space with options to expand up to 500,000 square feet
in future years. Twitter currently has 350 employees, expects to reach 750 employees by July
2011, and estimates having 1,500 employees by July 2012 and 3,000 employees in 2013.
Twitter is considering relocating to the SFMart on Market Street between 9% and 10™ Streets.

Fiscal Impacts

e If Twitter relocates to the Central Market and Tenderloin Area, Twitter would still pay its |
existing base Payroll Expense Tax of approximately $535,500 (350 employees with an
average annual salary of $102,000) annually to the City. However, Twitter would not pay
any additional Payroll Expense Taxes on the estimated 1,150 additional employees (1,500
pro;ected less 350 currently), resulting in forgone City Payroll Tax revenues of $1,759,500 in
2012; -or the estimated 2,650 additional employees (3,000 projected less 350 currently)
resulting in forgone City Payroll Tax revenues of $4,054,500 in 2013.

e The Tax Collector’s Office éstimates (a) initial one-time General Fund expend1tures of
approximately $162,000, and (b) annual General Fund expenditures of $81,000 would be
required to implement and administer the proposed ordinance.

Recommendations-

e As requested by the Tax Collector’s Office, amend Section 906.3(3) to allow the  Tax
“Collector to disallow the requested Payroll Tax exclusion, if businesses do not maintain their
records and documents in a manner acceptable to the Tax Collector’s Office to objectively

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB-COI?&MITTEE MEETING . MARCH 23,2011

substantiate any Payroll Tax exclusion claim and provide such records, when requested.

| e Approval of the proposed ordinance, as amended, is a policy decision for the Board of
Supervisors, given the potential short-term loss of Payroll Expense Tax revenues for the City
relative to the potent1a1 economic stlmulus for the Central Market and Tenderloin Area. N

MANDATE STATEMENT / BACKGROUND

Mandate Statement

_-In accordance with the City’s Business and Tax Regulations Code Section 902.11, currently, San
Francisco businesses pay Payroll Expense Taxes to the City of 1.5 percent of the firm’s payroll
expenses for work or services performed in San Francisco. Each San Francisco businesses’ tax
liability is determined annually based on the payroll expenses of the entity. Business and Tax

'Regulations Code Section 905-A provides an exemption for businesses with a payroll of
$250,000 or less from the Payroll Expense Tax liability. Sections 906.1 and 906.2 of the
Business and Tax Regulations Code also provide exclusions for businesses engaged in certain
biotechnology enterprises and clean energy technology, respectively.

Charter Section 2.105 provides that all legislative arctsv in San Francisco be by ordinance,
approved by a majority of the Board of Supervisors.

.Background

According to Ms. Jennifer Matz, Director of the Office of Economic and Workforce
Development (OEWD), the City has faced challenges concerning the Central Market Street
' Area’ and the adjacent Tenderloin for decades. To exemplify the challenges, the OEWD
provided the following statistics concerning the Central Market Street and Tenderloin Area: (a)
empty and underutilized buildings and storefronts, including a 31 percent storefront vacancy rate
'in 2010 on Market Street between 5th and 8", which is the highest rate tracked in the City; (b)
“poor building conditions with little “leasable” space, such that 33 of the buildings between 5th
and 8th Streets are over 100 years old, most with long deferred maintenance; (c) relatively high
rents given the downtown location and transit access; (d) lack of retail or services for
neighborhood residents and workers (i.e. no full-service grocery store); and (d) negative street
activity and lack of foot traffic. Additionally, the OEWD advised that the Tenderloin is one of
the most economically disadvantaged neighborhood in the City, with (a) one out of three
residents living in poverty, (b) more than half of the residents without a salary or wage income,
(c) most of the business activity comprised of low-end convenience or liquor stores, and (d)
significant illegal street act1v1ty

! Business and Tax Regulations Code Section 902.1(a) specifically defines Payroll Expense as compensation paid to
individuals including shareholders of a professional corporation or a Limited Liability Company (LLC), for salaries,
wages, bonuses, commissions, property issued or transferred in exchange for the performance of services (including
but not limited to stock options), compensation for services to owners of pass-through entities, and any other form of
compensation, who during any tax year, perform work or render services, in whole or in part in the City.

% The Central Market Street Area is identified as approx1mately Fifth Street to Tenth Street, along Market Street.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
. . 1-2
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As a result, Ms. Matz advises that a public-private initiative, called the Central Market
‘Partnership was created in January 2010 with a focus on cultivating an eclectic, community-
serving arts district in the Central Market and Tenderloin Area. According to Ms. Matz, other
planned components of the Central Market Partnership include (a) $11,500,000 of Department
of Housing and Urban Development Section 108-guaranteed loan proceeds . for low-interest
loans for small businesses®, (b) coordinated incentives, including a renewed effort to generate tax
increment financing through the proposed creation of ‘a Redevelopment Area, (c) the Better
"Market Street Initiative with a focus on overhauling the streetscape and plans to repave the
corridor in 2014, (d) technical assistance from OEWD for arts groups to relocate to the area, (€) a
$250,000 National Endowment of the Arts grant for visible arts-oriented activities to increase
foot trafﬁc4, (f) partnerships with Community Benefit Districts and other organizations with a
focus on improving the neighborhood, (e) establishment of an Interagency Working Group to
target City attention and resources to the neighborhood. '

DETAILS OF PROPOSED LEGISLATION :

"The proposed ordinance would amend Article 12-A of the City’s Business and Tax Regulation
Code by adding Section 906.3 to. establish a Payroll Expense Tax exclusion for any (a) new

~ business that is started in or (b) relocates to the Central Market Street and Tenderloin Area. The
proposed ordinance would become effective at least 30 days after the Board of Supervisors
approves the proposed ordinance, estimated to be approximately May 15, 2011. On March 16,
2011 the Budget and Finance Committee approved an Amendment of the Whole to the proposed
ordinance, which included the previous Budget and Legislative Analyst recommendatlons
Controller recommendatmns and OEWD recommendations.

- According to Ms. Matz, the proposed ordinance is intended to encourage entities to retam and -
hire employees to work in the Central Market and Tenderloin Area, and is considered part of the
above-noted Central Market Partnership, a public/private initiative to renew and coordinate
efforts to rev1ta11ze the Central Market and Tenderloin neighborhoods.

" The Central Market Street and Tenderloin Area is spec1ﬁcally defined in the proposed ordinance
and shown in the attached Map. This Area was amended to now spec1ﬁca11y exclude large
commercial buildings on Market Street, primarily between Van Ness and 8™ Street (see Policy
Considerations, Increasing Vacancies in the Central Market and Tenderloin Area below).

* As of January 2011, the Central Market Cultural District Loan Fund (CDLF) has only announced one loan, Pearl’s
Deluxe Burgers 1001 Market Street. Although the Fund aims to assist art programs, many entities do not have the
capital or income to meet the loan requirements and the terms of loans are lmked to job creation, essentially a new
job must be created for every $50,000 borrowed within five years.

* In July 2010, the National Endowment for the Arts awarded $250,000 grant to the San Francisco Arts Commlssmn

from Mayors’ Institute on City De51gn 25th Anmversary Initiative (MICD25) to support the revitalization of the Mid
Market nelghborhood

SAN FRANCISCO BOARD OF SUPERVISORS - . BUDGET AND LEGISLATIVE ANALYST
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In accordance with the proposed amended ordinance:

. Eligible businesses that are currently paying Payrell Expense Taxes that are located in the
Central Market and Tenderloin” Area would continue to pay the same base Payroll
Expense Taxes for current employees for 2010;

. ® Eligible businesses that are currently paying Payroll Expense Taxes that are located
elsewhere in the City would cortinue to pay the Payroll Expense Taxes for the year prior °
to entering into a lease or buying real property in the Central Market and Tenderloin
Area; and :

) Ellglble businesses that are not currently located in San Franc1sco would establish the1r |
base Payroll Expense Taxes the first year in the area following their relocation into the
Central Market and Tenderloin Area.

The proposed Payroll Expense Tax exclusion could not be concurrently claimed by a business
that claims any other Payroll Expense Tax exclusion, such as the existing biotechnology or clean
energy Payroll Expense Tax exclusions. In addition, the proposed Payroll Expense Tax exclusion
would be available for a period of eight years from the effective date of the proposed ordinance,
or until approximately May 15, 2019. However, individual businesses could . only claim this
Payroll Tax exclusion for a maximum of six years. After the proposed ordinance expires in eight
years, no unused portions of the exclusion can be clalmed

In order to be eligible for the Payroll Expense Tax exclusion, businesses must (a) apply to the
- OEWD for evaluation and certification of eligibility, (b) participate in the City’s First Source
Hiring Program’, and (c) enter into a binding Community Benefit Agreement with the OEWD if
their payroll expense exceeds $1,000,000. Based -on the proposed Twitter Community Benefit
Agreemerit provided by Ms. Matz, such Community Benefit Agreements are likely to include
activities related to the Central Market Partnership, Community Business- Development,
~ Neighborhood Amenities, Workforce Development, San Francisco Unified School District
- Partnership, Bridging the Digital Divide, Corporate Volunteer Program and Implementation and
Monitoring. If eligibility is approved, the individual businesses would be required to (a) file an
annual Payroll Expense Tax Return with the Tax Collector’s Office regardless of the amount of
tax liability shown on the return after claiming the exclusion; (b) file an annual affidavit with
OEWD affirming the continued eligibility of the business to receive the exclusion; (c) maintain a
reasonable method of documentation that tracks employees whose compensation qualiﬁes for the
Payroll Expense Tax exclusion; and (d) provide the documentation to the Tax Collector s Office
upon request. :

~ Under the proposed ordinance, the Tax Collector is required to report to the Board of Supervisors
each calendar year the amount of payroll excluded from the City's Payroll Expense Tax liability
for businesses in the Central Market and Tenderloin Area that are authorized to receive the

* The City’s First Source Hiring Program, established in Chapter 83 of the City's Administrative Code, connects
_low-mcome San Francisco residents with businesses that have entry-level jobs that are generated by the City's
investment in contracts or public works, or by business activity subject to approval by the City's Plannmg
Department or the Department of Building Inspection. :
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exclusion, identifying (a) the number of businesses eligible for the exclusion and (b) the change

‘in the number of all businesses within the Central Market and Tenderloin Area. Under-the
proposed ordinance, the OEWD would also be required to annually report to the Board of
Supervisors on all Community Benefit Agreements that have been established in that year. Under
the proposed ordinance, the Assessor-Recorder is required to annually report to the Board of
“Supervisors any "identifiable increases in property value resulting from businesses' location,
relocation, or expansion to or within" the Central Market and Tenderloin Area. In addition, no
later than three years following the effective date of the proposed ordinance, the Controller
would be required to perform an assessment and review of the effect of the Central Market and
Tenderloin Area Payroll Expense Tax exclusion, and subsequently submlt the analysis to the
Board of Supervisors.

FISCAL ANALYSIS

Prospectlve Businesses and. PayroII Tax Impacts

'+ OEWD has identified the following prospective busmesses that might beneﬁt from the proposed
Payroll Expense Tax exclusion: (a) Twitter, (b) Black Rock LLC (Burning Man), (¢) two hotel
chains, (d) a new youth hostel, (e) a mixed-use theater project potentially anchored by the
American Conservatory Theater, and (f) a full-service grocery store. The Budget and Legislative
Analyst notes that both Twitter and Black Rock LLC would be relocating from other locations in -

“the City. The proposed new youth hostel has already received approval from the Planning
Department but is currently ra1smg money for this project.

Of all the identified prospective projects for the rev1ta11zat1on of. the Central Market ‘and
. Tenderloin Area, a lot of attention has recently been given to the pending Twitter relocation.
Twitter was founded in San Francisco in 2006 and is currently located at 795 Folsom Street.
According to Ms. Matz, Twitter is currently selecting a location for a new headquarters of

approximately 150,000 square feet of space with options to expand up to 500,000 square feetin . »

future years. Ms. Matz reports that Twitter currently has 350 employees, expects to reach 750
employees by July 2011, and estimates having 1,500 employees by July 2012 and 3,000
employees in 2013. According to Ms. Matz, Twitter is considering two buildings in San
Francisco and two buildings south of San Francisco, Wlﬂ‘l the reported leading contenders to be
the SF Mart on Market Street between 9% and 10® Streets® and the former Walmart.com building
‘in Brisbane. On March 15, 2011, Twitter sent a letter to' Mayor Lee, Board of Supervisors
President David Chiu and Supervisor Jane Kim stating that “Twitter has signed a Letter of Intent
(LOI) with the Shorenstein group to lease a large block of space at the historic Furniture Mart
building on Market and 9™ Streets. This LOI is contingent on the Board of Supervisors’ approval
of the payroll tax exemption as part of the revitalization efforts, without which Tvv1tter would not
be able to justify the cost burden of staying in San Francisco.” : :

6 The SF Mart, formerly known as the Western Furniture Exchange and Merchandise Mart, was acquired by ADCO
in 1968, and offers 890,000 square feet of commercial space, 200,000 square feet of retail space, and 450
underground parking spots. According to media reports, Shorenstein Properties LLC has agreed to buy the property;
however, the deal is not confirmed and not yet public.
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If the proposed ordinance is approved, and Twitter decides to relocate to the Central Market and
Tenderloin Area, although Twitter would not be required to pay the Payroll Expense Tax on any
new hires, Twitter would still pay its existing base Payroll Expense Tax of approximately
$535,500 (350 employees with an average annual salary of $102,000) annually to the: City.
However, Twitter would not pay any additional Payroll Expense Taxes on the estimated 1,150
additional employees (1,500 projected less 350 currently) to be hired by 2012 of the estimated
2,650 additional employees (3,000 projected less 350 currently) by 2013.

Assuming Twitter was able to relocate into the Central Market and Tenderloin Area

immediately, and there was no change in the average annual Twitter salary of $102,000, this

would result in approximately $1,759,500 (1,150 additional employees x $102,000 annual salary

x.015 Payroll Expense Tax) of forgone Payroll Expense Taxes to the City in 2012 and

approximately $4,054,500 (2,650 additional employees x $102,000 x .015) in 2013. However,

this assumes that Twitter would remain in the City without the Payroll Expense Tax exclusion. If

the number of employees at Twitter remains relatively stable at approximately 3,000 employees,
- when the Payroll Expense Tax expires, Twitter would pay approximately a total of $4,590,000

($535,500 annual base Payroll Expense Tax plus $4,054,500 of excluded Payroll Expense Tax)

- annually to the City.

In 2004, the Board of Supervisors approved Ordinance 26-04 (File 03-1990) amending the

definition of “Payroll Expense” to include bonuses and property issued or transferred in -
exchange for the performance of services, including but not limited to stock options. As a result,
San Francisco companies are required to pay a Payroll Expense Tax on gains from employee
stock options when companies go public. The inclusion of stock options as payroll expense
increases the differential between the City and every other city in the Bay Area for the cost of
doing business. Mr. Ted Egan of the Controller’s Office advises that Twitter is one of only a
few companies in the City that could be going public and at such time could include stock
options as a part of their payroll expenses. However, under the proposed ordinance, if Twitter
relocated to the Central Market and Tenderloin Area and went public within the six years of
their participation in the proposed Payroll Expense Tax exclusion, the value of such stock
options would also be excluded, such that Twitter would only pay their base Payroll Tax of
approximately $535,500 annually.

Administrative Impacts and Costs

Based on the provisions in the subject ordlnance the OEWD would both initially and annually
- determine the eligibility of businesses to qualify for the proposed Payroll Expense Tax exclusion,
based on businesses filing an annual affidavit with the OEWD. Ms. Matz estimates that OEWD
can absorb these additional responsibilities within their existing budget.

Each business would also be required to file an annual Payroll Expense Tax Return with the Tax
Collector’s Office regardless of the amount of the tax liability, after claiming the requested
exclusion. Mr. Greg Kato, of the Treasurer/Tax Collector’s Office reports that their office cannot
estimate the number of businesses that may qualify for the proposed Payroll Expense Tax

exclusion in the Central Market and Tenderloin Area. Therefore, Mr. Kato cannot accurately -

- determine the administrative costs to implement the proposed ordinance.
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Ms. Tajel Shah of the Treasurer/Tax Collector’s Office advises that initial one-time General
Fund expenditures of approx1mately $162,000 would be necessary to create the necessary forms
- and establish procedures to verify each businesses employment and payroll data and provide

~ refunds in the first year. In addition, Ms. Shah estimates that the proposed ordinance would
require approximately $81,000 of General Fund expenditures each year to review and audit the
proposed Payroll Expense Tax exclusions. Under the proposed amended Section 906. 3(3)
businesses would be.required to maintain their records and documents in a manner that is
acceptable to the Tax Collector to objectively substantiate any Payroll Tax exclusion claimed
under this Section and to provide such documents to the Tax Collector upon request. Ms. Shah
requests that the proposed ordinance be further amended to allow the Tax Collector to disallow
the requested Payroll Tax exclusion, if businesses do not comply with this specific prov151on

POLICY CONSIDERATIONS

Loss of City Payroll Taxes versus Increased Economic Stimulation

The Budget and Legislative Analyst notes that if the proposed Payroll Expense Tax exclusion is
not approved, Twitter may not stay and grow their business in San Francisco, such that San
Francisco will lose the existing estimated $535,500 annual Payroll Taxes that Twitter currently
pays to the City. On the other hand, if Twitter relocates to the Central Market and Tenderloin

 Area and grows their business as discussed above, and the proposed Payroll Expense Tax
exclusion is approved, the City would potentially forego up to $4,054,500 of excluded Payroll
Expense Tax annually. Over a six-year period, the time period that Twitter could obtain a Payroll
Expense Tax exclusion under the proposed ordinance, this could result in up to $22,032,000

© [$1,759,500 in 2012 + $20,272,500 (84,054,500 in 2013-2017)] of forgone Payroll Taxes to the
City, wh1ch are General Fund revenues.

Yet, if Twitter relocates to the Central Market and Tenderloin Area and grows their business as

discussed above, and the proposed Payroll Expense Tax exclusion is approved, after Twitter
" receives the Payroll Expense Tax exclusion for six years, the City would begin to receive
~ potentially significantly greater Payroll Taxes from Twitter. As noted above, based on an

estimated 3,000 employees, at the current 1.5 percent Payroll Tax rate and assuming a constant

$102,000 average annual salary, the City would recelve an estimated $4,590,000 of annual
" Payroll Taxes.

" In addition, San Francisco could receive other future benefits of having Twitter based in San
Francisco, such as the creation of additional jobs and the direct and indirect economic benefits
associated with such job growth.' According to Ms. Matz, an estimated additional $1,320,000

- would be generated in the first year of Twitter’s presence in the Central Market and Tenderloin
Area, increasing to $1,726,585 in the sixth year of direct tax revenues to the City. Although
'indirect economic impacts are more - difficult to project, OEWD expects Twitter to have a
significant multiplier effect with the generation of jobs to meet the goods and services needs of
Twitter and its employees. However, the Budget and Legislative Analyst notes that if Twitter
does not expand at the rate that is being projected, the additional future benefits of having
Twitter in the Central Market and Tenderloin Area could be significantly diminished.
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Whlle Agreelng to PayroII Tax Exclusnons Addltlonal Potential Costs to the City
' Are Being Proposed '

In negotlatlons between Tw1tter and OEWD, the OEWD has agreed to provide additional C1ty
services to address Twitter’s concerns regarding public safety, transportation, and neighborhood
conditions in the Central Market and Tenderloin Area, which could result in additional costs to
the City. For example, the Police Department has agreed to expand- 1ts Mid-Market foot patrol
boundary on Market Street that currently extends from 4™ Street to 9™ Street to 10™ Street. In

. addition, the San Francisco Municipal Transportatlon Agency (SFMTA) has been requested to
provide a 47A serv1ce line, an express service during prime commuting hours between the
Caltram Station at 4® and King Streets and the Civic Center BART Station at 9™ and Market
Streets. According to Mr. John Haley of the MTA, providing such commute hour MUNI service
would cost MTA approximately an additional $234,000 annually. OEWD advises that these two
proposed City improvements, coupled with the actions of the Central Market Partnership
discussed previously, are anticipated to address Twitters concerns regarding neighborhood

" conditions. However, as the City is experiencing significant budgetary shortfalls, if Twitter does
not expand at the rate projected, the Budget and Legislative Analyst questions whether the City
will be able to deliver increased levels of services to meet the demands of a large company
Whlle potentlally reducmg Payroll Tax revenues.

lncreasmg Vacancies in the Central Market and Tenderloin Area .

The Budget and Leglslatlve Analyst also notes that in addition to the maJor challenges already
facing the Central Market and Tenderloin Area discussed above in the Background section, there
are anticipated to be significant additional vacancies in this area over the next several years, due
to the vacating of (a) the State Compensation Building at 1275 Market Street on the corner of gt
Street, (b) the Bank of America Building at 1455 Market Street at 11" Street and (c) the City’s

Public Utilities Commission Building at 1155 Market Street between 7% and 8% Streets.
Therefore, there is anticipated to be significantly increased office space available in the Central
Market and Tenderloin Area over the next several years, which will likely result in reduced rents
from this increasing supply. The combination of increased supply and reduced rents in' major
office buildings in the Area may encourage new businesses to locate or relocate to this Area, .
without the added benefit of the proposed Payroll Expense Tax exclusion.

As a result, the preposed amended ordinance specifically deletes the three buildings identified
above, which are (a) 1275 Market Street, (b) 1145 Market Street, (¢) 1155 Market Street, as well
as two additional commercial buildings located at (d) 1455 Market Street, and (e) 30 Van Ness’
Avenue.

RECOMMENDATIONS

1. As requested by the Tax Collector’s Office, amend Section 906.3(3) to allow the Tax
Collector to disallow the requested Payroll Tax exclusion, if businesses do not maintain their
records and documents in a manner acceptable to the Tax Collector’s Office to objectively
substantiate any payroll tax exclusion claim and provide such records, when requested. -
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2. Approval of the proposed ordinance, as amended, is a policy decision for the Board of
Supervisors. . : ' :
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Sourée: Office of the Controller, Office of Economic AnalySis, Payroll Expense Tax Exclusion in Central

Market Street and Tenderloin Area: Economic Impact Report, March 15, 2011. Revised as amended,
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SMALLBUSINESS COMMISSION . CI1TY AND COUNTY OF SAN FRANCISCO
OFFICE OF SMALL BUSINESS ° ‘ ‘ EbowiN M. LEE, MAYOR

March 15, 2011

Ms. Angela Calvillo, Clerk of the Board
Board of Supervisors

City Hall room 244

1 Carlton B. Goodlett Place

San Francisco, CA 94102-4694

Re: File No. 110155 [Business and Tax regulations Code— Payroll Expense Tax Exclusmn in
- Central Market Street and Tenderloin Area |

Small Business Commission Recommendation: Approval
Dear Ms. Calvillo:

On March 14, 2011, the Small Business Commission unanimously voted to recommend approval of Board
of Supervisors File No. 110155. ‘

The Commissi'on‘ recognizes that this proposed tax exclusion will provide benefits to businesses of all
sizes both within the exclusion area as well throughout the City of San Francisco.

Much of the attention on this tax exclusion has been placed on the attracting of Twitter to the Central
Market area. The economic benefit of having upwards of 2,500 new Twitter employees in this area,
along with potentially thousands of additional employees from other companies that follow, will have
significant benefit to local small businesses. These employees will both shop and eat in the immediate
area surrounding their workplace, which will benefit existing businesses and attract new ones to Central
Market and the Tenderloin area. In addition, many of these employees will reside in residential areas
throughout the City and will shop and eat local in their own neighborhoods. These multiplier affects
will additionally benefit the retail, services, entertainment, and hospitality sectors inside and outside the
vicinity of Central Market and the Tenderloin. Also, reduced storefront vacancies within the program

- area will have additional benefits, including reduced blight and safety improvements which will benefit

_residents and businesses across all social economic spectrums.

Small businesses will also qualify for the tax exemption and will have an incentive to either locate to this
exclusion area or add additional employees. Small Businesses of 5 employees or more often qualify for
the payroll tax and they will be incentivized to either locate to the program area or add additional
employees. One sector that is p01sed for growth and utilization of the significant amount of office space
are businesses to business companies, including technology and related firms. These businesses will
bring an entrepreneurial spirit to the area and will hope to grow using this tax credit and expanded
business to business opportunltles as catalyst to locate to Central Market and the City. '

Comments include recommendmg that the Board of Superv1sors support thlS type of tax excluswn in
additional areas in the city that are-in need of economic stimulation and ask the Office of Economic and
Workforce Development to explore this topic. This may become especially important should the

" SMALL BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMMISSION
1 DR. CARLTON B. GOODLETT PLACE, ROOM 110 SAN FRANCISCO, CALIFORNIA 94102-4681

(415)59 G408



'SMALL BUSINESS COMMISSION , CITY AND COUNTY OF SAN FRANCISCO '
OFFICE OF SMALL BUSINESS . . GAVIN NEwsoM, MAYOR

successful enterprise zone program, which has benefited a 51gn1ﬁcant number of small businesses, is
reduced or eliminated through upconnng or future state budget cuts.

The Commission thanks Supervisor Kim for his informative presentation at our March Small Busmess
Commission meeting. :

=

Regina Dick-Endrizzi
Director, Office of Small Business

cc. Supervisors Kim, Chiu, Farrell
Jason Elliott, Mayor’s Office
Jennifer Matz, Director, Office of Economic and Workforce Development

SMALL BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMMISSION
1DR. CARLTON B. GOODLETT PLACE, ROOM 110 SAN FRANCISCO, CALIFORNIA 94102-4681
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CITY AND COUNTY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER ‘ Ben Rosenfield
' ' Controller

Monique Zmuda

e » - Deputy Controller
March 15, 2011
The Honorable Board of Supervisors , ‘, ‘
City and County of San Francisco ' o .
. . . ’ . . -T
Room 244, City Hall : = g
Angela Calvillo . = = g':o
Clerk of the Board of Superv1s0rs . S o {Q’ _— g*n{-’,’ '
Room 244, City Hall : ' PGt Em
\ =  OFm
| o | | | o G=”
Re: Office of Economic Analysis Impact Report for File Number . " po ov
. ~i =
(%]

Dea;r_ Madam Clerk and Members of the Board:

‘The OEiCe of Economic Analysis is pleased to prese_nt you with its economic impact report on file number.
100155, “Payroll Expense Tax Exclusion in Central Market Street and Tenderloin Area: Economic Impact
Report.” If you have any questions about this report, please contact me at (415) 554-5268.

Y

Best Rjgards,

Ted Egan
Chief Economist

cc Victor Young, Committee Clerk, Budget & Fmancg .F.Pmrmttee _
415-554-7500 - City Hall 1 Dr Carlton B. Goodlett Place * Room 316 * San Francisco CA 94102-4694 FAX 415-554-7466
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Economic Impact Report
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Gfﬁce of the Controller - Office of Ecene.mic Analysis

Payroll Expense Tax Excl

- Main Conclusions

- San Francisco levies a 1.5% payroll expense tax (or "payroll tax") on all businesses that operate in
- the city and whose annual payroll expense exceeds $250,000. The proposed legislation would :
- establish a zone, south and west of the financial district, within which businesses could exclude new
- payroll from the payroll tax for up to six years. In other words, businesses with premises in the area
- would be responsible for paying only their base year payroll tax, and could increase thelr payroll

| without additional tax for up to six years. :

. The proposed legislation can be understood as a variation on the policy of enterprise zones. These

. policies have been criticized for using tax revenues to subsidize business location in a depressed

i area, without stimulating a genuine process of long-term economic development that can survive

. the expiration of the subsidy. Unlike traditional énterprise zones, however, the possibility that Twitter

- might move to the Central Market area would likely increase its attractiveness to other businesses,
: leading to job and tax revenue growth after the expiration of the legislation. '

Twitter is growing rapidly and reportedly needs a new location. It is said to be cnoosing between the

* San Francisco Mart building, at Market and 10" Street, or locations in San Mateo County. Analysis

. of rent, commuting, [abor, and tax costs suggests that San Francisco's higher business tax could -
. create a significant incentive for Twitter to leave the city. San Francisco's payroll tax covers all

- compensation to employees, including stock options. Twitter is currently valued in secondary -

- markets in excess of $7 billion, after being valued at only $250 million in February 2009. The

. compensation associated with its stock options could be sizable in the future, and the .

. accompanying payroll tax could reach into the tens of millions of dollars. !f that is the case, it would'
. appear to make a San Francisco Iocatlon more expensive for the company than an alternative in

- San Mateo County. ’ : ~

'+ Because of this, the Ie_gislation was analyzed based on the assumption that Twitter would leave the
. city if it was not enacted, and would move to the SF Mart if it was. Under these two scenarios, the
 long-term payroll tax growth associated with the formation of an technology industry cluster in the
- Central Market area outweighs the payroll tax growth that could reasonably expected to occur
- without Twitter, by approximately $2.7 million per year on average over twenty years. In addition,

. the legislation can be expected to lead to higher job growth and property values in the area, which
- will also increase sales, hotel, utility user, property, and transfer tax revenues. -

This research suggests that two_ changes to the proposed Ieglslatlon could reduce risks of an
. adverse economic impact, and increase the beneifit to the General Fund while maintaining its _
- economic benefits. In addltlon two related policy ideas are offered for the consideration of decision-

- makers.

1. Requiring multi-location businesses to apportion their payroll, such that they are only eligible
to exclude net new payroll within the area.
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2. Removing large commercial properties, other than the SF Mart, from the area. If the large
properties were excluded, the net payroll tax gain for the City would rise to an estimated -
$5.5 million a year, as the City would no longer lose the payroll tax growth that would
happen at these properties naturally. -

3. As a policy idea that is not directly tied to the proposed legislation, the City could structure a
-~ - parcel tax on vacant commercial property, which would not apply to occupied commercial
property. This would encourage owners of vacant commercial property to be flexible on rent,
and thereby maximize occupancy and employment in the city. This tax could not be included
in the proposed legislation, as it would have to be submitted to the voters pursuant to
Proposition 218. Nevertheless, it is mentioned here as a future policy consideration.

4. Finally, this analysis suggests that an important variable in the fiscal and economic success
- of the proposed legislation is Twitter's decision to locate in the Central Market area instead
of moving out of San Francisco. In turn, Twitter's potential future payroll tax liability
associated with its stock options appears to be the largest cost factor weighing against a
San Francisco location. The City should consider modifying the payroll expense tax, to
reduce the incentive for successful technology companies to move out of San Francisco.
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INTRODUCTION

Summary of the
Proposed Leg|slat|on

Map of the Central |
 Market Street and-
Tenderloin Area

San Francisco levies a 1 5% payroll expense tax (or "payroll .
tax") on all businesses that operate in the city and whose

annual payroll expense exceeds $250,000. Currently, the tax o
applies to approximately 9,000 businesses and generated
'$345 million during fiscal year 2008-10. After the Property

Tax, the payroll expense tax is the second- largest revenue’
source in the City' s General Fund

- The proposed legislation would establish a zone, south and
" ‘west of the financial district, within which businesses could

exclude new payroll from the payroli tax for up to six years.

. In other words, businesses with premises in the area would '

be responsible for paying only the payroll tax in their base
year, and could increase their payroll without additional tax
for up to six years. A business's base year is defi ned in one
of three ways, depending on where the business was
Iocated on the effective date of the policy.

1. For businesses that are already Iocated' in the area,
- onthe e_ffectiVe date, the base year is 2010.

2. For businesses located elsewheré in San Francisco
that move to the area after the effective date of the .
policy, the base year is the year prior to their move.

3. For businesses located outside of San Francisco that
- subsequently relocate to the area, the base year is
their first year in San Francisco.

The legislation: expires after eight years.’ A business can

“select up to six years of its choosing to utilize the exclusion.
‘For many years the area, particularly -along. Market Street

from 5" to 8™ street, has experienced notably lower levels of

. commercial occupancy and act|v1ty than other sections of ‘

Market Street.

The City has recently undertaken a series of initiatives in an
attempt to stimulate commercial development in the corridor, -

. ranging from a small business loan fund, to streetscape

improvements, to technical assistance to arts organizations.
The proposed legislation can be viewed as an additional

- policy “'measure to encourage business location and

employment growth within the area.
The area consists of most properties along Market street

~ from Fifth street southwest to Van Ness Avenue. In addition,
‘most properties in the Tenderloin area bounded by

McAllister Street, Polk Street, Geary Street, and Mason .

‘Street are included, as indicated in Figure 1.

Controller’s Office
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Map of the Proposed

Central Market and Tenderloin
Area : ' o

i. :
Lo EFULTM—

.

Source: Legislat’ion‘Text

~

Far reasons that will be detailed later in this report, it is

useful to highlight four distinct sub-areas in the Central
Market Tenderloin Area: :

1. - The San Francisco Mart building, 1455 Market

Street, highlighted in red above. Twitter, the social

. media company now located on Folsom Street, is

) ‘ . reportedly considering relocating to this property’.
The Mart had previously served as a wholesale

' John Cote, "Mid-Market tax break plan in works fo lure Twitter,” San Francisco Chronicle, February 8, 2011, A-1

Controller’s Office
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% Source: CoStar market reports .

furniture showroom until the mid-2000s, but is . .
currently 95% vacant. It is envisioned for retail/office
uses in the future, although it has not served those
functions in the past and would require significant

~ renovations to accommodate those uses. The main

Mart building fronting Market Street has 805,000
square feet’.

. ‘Other large commercial burldlngs on Market Street

largely southeast of 8" street to Van Ness. These

. properties constitute the bulk of the potential new
employment to the area, and the majority of the
space will be vacant and seeking tenants in the next

1-2 years. These properties include:

a. 1155 Market Street, where the San Francrsco
- Public Utilities Commission is now based. The
" PUC will be vacating in the next1-2 years, for
a new building on Golden Gate Avenue. The
building has appr0x1mately 160, 000 square
feet.

b. 1145 Market Street which also hosts the SF
- PUC, the San Francisco Health Services |
_-System, other City agencies, and private
tenants. CoStar reports that the burldlng is
currently 85% leased and contalns 145,000
square feet.

‘c. 1275 Market Street owned the State :
Compensation Insurance Fund (SCIF). SCIF
has announced plans to vacate the building®.
The building has approxrmately 350,000 -
square feet.

d. 1455 Market Street, until recently owned and -
: occupied by the Bank of America. It is also
expected to entirely vacate in the next year.
The building has approximately 1 m|Il|on
square feet of office space.

e. 30Van Ness at the corner of Market and Van
Ness, which is owned and occupied by the
City and County. The building contains
.approximately 150 000 square feet.

2. Other commercial properties along Market Street,

largely northwest of 7™ street, highlighted in green. In
general these are smaller office or non-office .

properties which are unlikely to host large numbers of
new employees. Many of the smaller commercial

properties have no tenants and have been vacant

. and blighted for many years.

UK Dineen, "State Fund move creates Civic Center Parn" San Francisco Business Tlmes December g, 2010.

Controller’s Office

-3
319



3. Parcels in the Tenderloin, highlighted in light orange.
The majority of the commercial tenants in the area
“are smaller, neighborhood-serving businesses, or
public or non-profit sector organizations. None of
these types of tenants would be affected by the
proposed legislation, as the payroll tax does not
apply to small businesses, non-profit organlzatlons
~or government organizations.
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POLICY BACKGROUND

Tax Incentives and Job

Creation: Enterprise
Zone Policies

The proposed legislation can be understood as a variation on
the policy of enterprise zones. First proposed in the late

1970s to stimulate the commercial redevelopment of blighted
areas in Britain and the U.S., they generally involve reducing

“ the tax burden of businesses who locate jobs within an

economically-depressed area:

Research on the impacts of enterprlse zones has been

mixed*. While the general principle that reducing the business
tax burden can encourage private-sector job growth is fairly
uncontroversial among economists, this does not necessarily
mean that zone-based policies create jobs, and the policy has
been criticized on several grounds

In some cases, tax in_centives have been shown to be
insufficient to stimulate growth in areas that have suffered
severe economic downturns, due to deindustrialization, for
example. Since it was precisely this problem that they were
originally developed to rectify, it led many to conclude that tax

- incentives alone have a limited capacity to transform
- depressed areas and local economies. Since this research

concerned national-level taxes which are far more costly to
businesses than San Francisco's 1.5% payroll tax, it suggests
locally-funded enterprlse zones may have even more limited
effect, in |solat|on :

On the other hand, when applied to'less-depressed areas,
enterprise zones are also subject to the criticism that they
provide a tax subsidy to business location decisions that
would have happened anyway’. In that context, a tax -
incentive that applies to specific areas can be understood as -
a form of commercial rent subsidy, particularly when it applies
to existing occupiable space that does not require extensive
investment or redevelopment. Reducing the business tax
burden at a specific location increases the desirability of the
site for businesses, and the increased competition for the site
tends to raise rents. The public investment, in such cases,
benefits property owners and does not create jobs.

‘ * See for example, Alan H Peters and Peter S Fischer, State enférprise zone programs have they worked? (Kalamazoo

Upjohn Institute, 2002).

1t musi be pointed out that most enterprise or empowerment zone pohc:es target the tax incentives to employees who are
unemployed or have barriers to employment. This is not the case with the current policy, which likely increases its -
.effectiveness in job creation per se, though obviously not for the workers who are targeted in enterprise zone pollmes

& Neumark and Kolko (2010), for example, found that California’s state enterprise zone program have no effect, on
average, on job creation. See David Neumark and Jed Kotko, "Do enterprise zones create jobs? Evidence from Cahfornla s
enterprlse Zone program”, Journal of Urban Economics 68 no.1 {2010) 1- 19.

Recogmzmg this, policy evaluations of enterprise zones focus on—and are highly sensitive to—the choice of "control
areas”. These are economically-similar areas that did not receive a tax incentive, and whose employment changes are
- used to establish a benchmark for those areas that do.
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The economic function of the industrial and commercial real
_estate markets is to ensure the utilization of built infrastructure
© by establishing market rents that businesses want to pay and

property owners can accept to offset their capital costs. The
introduction of a "market-closing" tax subsidy is only
warranted, according to this line of reasoning, when a
significant market failure exists that has caused significant
underutilization of lnfrastructure for an extended period of
time.

Other objections to enterprise zones address the efficacy and
role taxes play in affecting business decisions and the overall
process of urban economic development. Enterprise zones
- have also been criticized for encouraging business location
-but not creating "real" economic development in the targeted
areas. Consequently, when the subsidies expire, businesses
‘lose the incentive to locate in the area, jobs dechne again,
and the area reverts to a status quo ante sntuatlon

By contrast, in areas that attract businesses thhout a
subSIdy, business location and expansion decisions often

* invite businesses and residences to follow suit, in a clustering
process. As the area succeeds at attracting businesses, more
businesses and workers want to be there. According to this

. logic, tax incentives alone are insufficient to initiate this
clustering dynamic, and yet without clustering, the long-term
economic beneflts of tax incentives will not materialize.

This research on enterprise zones suggests that the job-
creation benefits of geographically-focused tax incentives can
be maximized, and their negatlve consequences m|n|mlzed
~by targetmg the policy in three primary ways:

1. Avond_, using tax mcen’uves asa stand-alone'policy, in
~ ‘areas where they are too small to have a real effect.

' 2. Limit tax incentives to areas where a significant
market failure exists, as evidenced by a history of high
vacancy rates and underutilized infrastructure.

3. Utilize tax incentives only when there is a significant
likelihood of attracting businesses that can catalyze a
genuine, sustained process of local economic
development once the subsidies expire.

Speéial Ch'aracteriétics In some respects, the Central Market and Tenderloin area
has some of the characteristics that could lead to a successful

of the Central Market - enterprise zone strategy, if the policy is targeted Wlth

Area : sufficient care.

In the first place, as discussed above, the tax incentive is not

¥ ‘See, for example Suzanne O'Keefe, "Job creation in Ca!n‘ornxa s enterprise zones: a comparison using a propenssty
score matching model”, Journal of Urban Economics 55 no. 1, (2004): 131. This generally positive assessment of the
short-term employment impacts of en’zerpnse zones concluded that the long-term impacts are negative
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the only policy initiative the City has undertaken to encourage -
investment and economic activity in the area. Secondly, there
_are many properties in the area that have remained vacant for
many years, either because the structures themselves need a
large amount of new investment to be occupiable, or because
of lack of demand from tenants. The existence of such areas
suggests that growth in most properties in the Central Market
area won't "happen anyway

However by far the most srgnrt’ icant element in the potential
- impact that could occur in the areais the attraction of Twitter. -
The company has become one of the leaders in social media,
which has been one of the fastest-growing segments in the
information technology in recent years. In only three years,
‘Twitter's valuation—the implied value of all of its stock—has
risen to $3.7 billion in December 2010°. It has recently been
reported that the company has turned down an acquisition
offer in the $8-10 billion range, suggesting the company
believes its true value W|II eventually exceed that fi gure

‘Based on published medla reports, Twrtter is planning to

“ vacate its existing space on Folsom Street because it wishes
to expand its workforce. Based on information provided to the
OEA by the Office' of Economic and Workforce Development,

. Twitter is interested in leasing approximately 400,000 square -
feet of real estate over the next five years. Depending on the
layout of the space, this could support 2,000 — 2,500 jobs.

The average compensation in Twitter's industry in San
Francisco is approximately $100,000 per year, about 35%
higher than the average private sector salary in'San -
Francisco of $73, 000 H :

There is no other large private sector company in the Central
Market/Civic Center area, and certainly not one that is likely to
add 2,000 jobs in the next several years. Moreover, because
of Twitter's importance in the rapidly-growing field of social
media, its growth is highly Ilkely to generate a cluster of
businesses in the same field. -

If this cluster development happens in the wake of a potential
Twitter relocation to the area, it would make it very unlikely
that Central Market would revert to a status quo ante situation
after the proposed legislation expires. The new presence of
other technology companies and related businesses could, by
themselves, make the area a more desired business location

- thatit is now, with our without the proposed tax incentive.

None of this is to say that the propesed legisl-at'ion would be

® Amir Efrati, "Profi t Elusive, but Twitter gets $3.7 Billion Value" Wall Street Journal, December 15, 2010.

'% Spencer E. Ante, Amir Efrati and Anupreeta Das, "Twitter as Tech Bubble Barometer Wall Street Journal, February 10,
2011. ‘ ‘

. " Bureau of Labor Statlstlcs Census of Employment and Wages for San Franc1sco County Twitter's industry classification
{NAICS) code is 5182.
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" Twitter's Situation

decisive in Twitter's decision to locate in the Central Market or
to expand outside of San Francisco. While this question is
vital in assessing the potential impact of the legislation, the
OEA does not possess any inside information on the subject.
The publically-available data bearing on this question will be
reviewed in the next section. _

If Twitter does elect to move out of San Francisco, it would
not be an unprecedented move for a company of its size. San.

. Francisco has a history of struggling retain its larger

businesses, while its small business sector has become an
increasingly large share of fotal employment.

Recently—a‘cquired data from the National Emplo’ymeht’kTime ‘
Series, which tracks individual businesses across locations

~ and time, confirms this. Proportionally more San Francisco

businesses moved out of the city during the last economic
upswing, than from other Bay Area counties, while more
businesses have left. As Table 1-indicates, 3.6% of all
businesses in San Francisco in 2003 moved out during the

- economic upswing from 2003-8, the highest figure among the
five largest Bay Area counties.

 Rates of Business Move-outs, San Francisco and

Other Bay Area Counties, 2003-8

|San Francisco ‘Alameda Contra Costa San Mateo Santa Clara

# of Establishments, 2003

48,315 105,980,

# of businesses moved out, 2003-8

~ |as % of 2003 total .

Source: NETS/Edward Lowe Foundation

Employee Stock Optlons' _

,and San Francisco's
Payroll Tax

As stated in the lntroductlon San Francisco taxes payroll
expense at 1.5% for businesses with total employee
‘compensation above the small business exemption amount.
Payroll expense includes all compensation to employees
including stock optlon grants.-

It is common practice in the information technology industry to
compensate employees with stock options. These options
grant the right to purchase a specific number of shares in the

 company at a specific price, called the strike price. The

shares come from among those internally held by the .
company itself, as opposed to those held by outside
investors. A common practice for an early-stage, privately-
held company is to grant its employees options at a low strike
price, in the hope that the company will rise in value as it

- grows. Employees have the right to exercise the options,

meaning they pay the strike price and receive shares that are
usually equal or close to the market prlce of the stock at that
time.
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- . For example, the option may be structured such that if an
: employee is granted 10,000 options at a strike price of $1,
. and the company goes public, the employee has the option to
- exercise the option. If he or she does so at an exercise price
of $50/share, the employee pays the company $1 x 10,000 or
$10,000, and receives shares worth $50 x 10,000 or
$500,000. After exercising the options, the employee receives
shares that he or she c¢an either hold or sell. The company's
equity is reduced by $490,000, and the emponee s eqUIty is
‘ mcreased by the same amount

_ The widespread practlce_ of granting options in the technology
industry stems from the belief that offering stock creates a
. greater incentive for employee performance than salary
compensation, and from the belief that it allows the company
to reduce its risk. Stock options create a liability for the
__company only if the company is successful, and the market -
value of the shares rises.

Twitter has received five publically-reported rounds. of outside
investment (see Table 2). During those rounds, the implicit
market value of the company has risen from approximately
$20 million to $3.7 billion. In each round, a share of the
company is sold to private investors. An estimate of the total
amount of the company held by outside investors can be

" adding up the share of the company that is sold in each
round. Based on media reports, roughly half of Twitter is
owned by outside investors, suggesting that the remainder is
still owned by or optloned to company founders and
employees. ‘ :

' Twitter's Reported Funding Rounds '

Date: lnvestment ($M) Valuation ($M): % of Eqwty@}

L Jdul- 200721 e B 8200 5%
 Feb2009® $35 $250  14%
Dec-2010' $200 '$3700 0 - 5%

1 Michael Artington, "Twitter Gets Their Venture Round", TechCrunch, July 26, 2007. Value is estimated,

2 Michael Arrington, "Twitter Announces Thelr Funding, Calls ltself A Commumcatlon Utility", TechCrunch June 24,
2008.

3 Mark Hendrickson, "Twitter Raises $35 Miltion Series C From Benchmark and IVP" TechCrunch February 13
2009.

4 Brad Stone, "Twitter Confirms New Fundlng“ New York Times, September 25, 2009

5 Spencer E. Ante, Amir Efrati and Anupreeta Das, "Twitter as Tech Bubble Barometer", Wall Street Journal,

~ [February 10, 2011, '

Twitter's actual payroll expense tax liability depends upon its
market value at the time employees exercise their options,
and this is highly uncertain. At the time of writing, Twitter's
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stock options are being traded on a secondary market'? at a
company valuation of $7.3 billion. Twitter has reportedly
rejected takeover rumors at a valuation of $10 billion,
suggestmg the company believes it would be worth more in
the. future L : :

As the only city in California to levy a payroll expense tax,
San Francisco'is the only city that imposes a local tax on -

. stock options. The differences in business tax liability
between San Francisco and other Bay Area locations are
magnified for companies that grant stock options that are
likely to be valuable in the fuiture. If Twitter moved to the City

- of South San Francisco, for example, it would pay that city
$15 per employee per year, or $37 500 a year for 2,500

' employees '

Differences in tax liabilities between cities are important to
business location decisions, but they are not the only
consideration and cannot be considered in isolation.
Commercial rent and tenant improvement cost differentials
may offset tax differences, as may direct and indirect labor

* cost differentials. Intangible factors may also matter, but are
hard to quantify by definition. If a business can access a

" broader labor force at lower wages i one city versus another,
or workers incur lower commuting costs to one job site versus
another, these costs factors can offset differentials in local
taxes or commercial rents. Such tangible considerations are
analyzed in the next section: Intangible factors, such as the
branding value of a San Francisco location, are not analyzed

in this report.
Com rcia | Rent o Based on published reports the company is considering the '
) me . _ - SF Mart building in the Central Market area, and two locations
leferentlials. ~in San Mateo County: the former Walmart.com building in

Sierra Point in Brisbane, and the Centennial Towers in South
- San Francisco*. While the OEA does not have any
mformatlon about Twitter's negotiations, or the Brisbane
property, published asking rents for two of the properties on
CoStar probably give a reasonably clear indication of the
trade-off between Centennial Towers and the SF Mart.

The listed asking rents in the South San Francisco are
actually considerably higher than those at the San Francisco
" Mart building, primarily because Centennial Towers is a new
property, and includes thousands of free parking spaces.
However, because of its greater age, and history of use as a
furniture showroom and not an office building, the Mart will
require expensive tenant improvements. These costs are
generally borne by the tenants, and we have estlmated them

'2 Sharespost. com :
'3 Spencer E. Ante, Amir Efrati and Anupreeta Das, "Twitter as Tech Bubble Berometer" ‘Wall Street Joumnal, February 10,
2011,

"% Alexia Tsotsis, "Twitter Considers Movrng Its Headquarters To Brxsbane CA?" TechCrunch, January 13, 2011.
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at $100/square foot, compared wrth $35/square foot in South |
San Francisco. '

This brings the six—year occupancy costs in the two
alternatives into closer alignment, although South San

- Francisco is still more expensive. As stated in the previous

~ section, San Francisco's payroll tax covers all compensation
to employees, including wages and salaries, stock options,.
and any other property or consideration. When only Twrtters
business tax on its expected wages and salaries are
considered, the two locations differ by $2.4 million over six
years, as-detailed in Table 3. San Francisco's higher business
tax rate is offset by lower rents at the SF Mart location.

However, the future value of Twitter's stock options is
unknown, but likely very large given their current value and

. the company's recent growth. Its future payroll tax liability for
that form of compensation could be significant, perhaps
reaching into the tens of millions of doilars over several years.
If that is the case, the company's payroll tax would make a
San Francisco location significantly more costly than a ‘San-
Mateo County alternative.

Twitter's Estimated Building Occupancy and ‘Tax
Costs, San Francisco Mart and South San Franmsco
Location, Excludmg Stock Options

Yeat _ i Lo 6-Year
] . 1 2i 3 - 4 __ 5 - 8] Total
Rent-SF Mart . 1. $2.92 $292:  $292 $2.92 $292: $292
Monthly Rent - South SF- .. 8425 $4.25 $4.25 $4.25 $4.25 . ° $4.25
- | Twitter's Ant|C|pated Occupred Square Footage -200,000 SQQ,OOO§ 400,000 400,000: 400 Q_Q_Q 400,000
Annual Rent Payment - SF Mart ($M) b $7.0 : $10.5. . $14.0° $140: "$140: ' $140( $73.6
|Annual Rent Payment - South SF($M) . - $10.2 | $15.3 $204 $204;  $204 $20.4 |$107.1
-|Tenant Improvements - SF Mart ($M) ' : $200 .  $10.0 $0.0 $0.0 $0.0 $0.0 [ $30.0
Tenant Improvements - South SF ($M) L $7.0 $3.5 $0.0 '$0.0 $0.0 $0.0 | $10.5
_ {Total Annual Occupancy Costs - SF Mart ($M) - $27.0 $20.5: - $14.0 $14.0 $14.0 . $14.0$103.6
. {Total Apnyachcupancx Costs-South SE($M) | . $17.2 $18.8 $204  $204 . $204: - $20.4 [$117.6
Business Tax excluding stock options - SF Mart ($M) $1.6 $2.4 $3.2 o § . $32 . $3.2] 816.6 |
Business Tax - South SF ($M) . $0.02 $0.02 . $0.03 ""$0.03 " s0.03| $0.2
1Occupancy Costs and Taxes - SF Mart ($M) - $28. $1 8172 0§72
Occupancy Costs and Taxes - South SF ($M) ) $17.2 .$18.8 ¢ $20.4 . $204 : $20.4
. i . _SFPremium| $2.4

Sources: For asking rents: CoStar reports. For Twitter absorption: OEWD.
Assumptions:

Tenant improvements: $100/sf for the SF Mart $35/sf for South SF locatlon
.|SF Business tax excluding stock options: Absorptlon divided by 190 sf/femployee (equahng headcount) x $100,000
annual salary X 1.5%.

While this analysis cannot definitively indicate how Twitter”
‘perceives its options, if these numbers are roughly correct, it
suggests that the proposed legislation would have a

signifi cant financial benefit for Twrtter

Asklng rent data for the property on Marina Boulevard in
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Brisbane is not avallable on Costar. However, that property is. -
25 years old and is unlikely to rent for more than the new
Centennial Towers. To the extent that they rent for less than
Centennial Towers, it only exacerbates the affordability gap
that San Francisco faces because of its payroll tax.

Transportation Costs

There still may be other tangible and intangible factors that
the company might consider in'making its decision. Among

.the tangible factors is labor access and cost. The SF Mart and
South San Francisco locations offer different levels of
. transportation service and accessibility to workers. Workers
- who commute to jobs in San Francisco are far more likely to
travel by transit, biking, or walking. These modes of ‘
transportation offer much lower operating costs than driving to
work, which most workers in San Mateo county do. However,
those workers who do commute by car to jobs in San
_Francisco—and 35% of the city's IT workers are in that
category—must generally pay for parking, which adds to that
‘costs. In suburban office locations, parking is usually free.

Table 4 summarizes an analysis of ‘census data from 2005-9. -
This data allows for the direct cross-tabulation of results of a
survey that the census sends to 1% of U.S. residents each
'year. The sample is restricted to IT workers who commute to
jobs in either San Mateo or San Francisco counties, and
calculates the split of workers by mode of transportation, and
their average one-way commuting time by mode. Operating
cost / trip is estimated based on published monthly transit
prices, and current monthly new auto lease, rnsurance fuel -

prices.

. Commuting Time and Operating Costs: Information
Technology Workers commuting to San Francisco
and San Mateo Counties

_Work in Sar

Average
% of commuters commute time -

. Cost/Trip

_|work in San Mateo County e

% of commuters Average commute time | Cost/T, ripf

Auto from within SF
Auto from outsrde SF
Transr( from wrthln SF L
Transit from QutSIde SF
Bike/Walk

2
47 :
_30
L
20

L1801
$13.51)

AR 50

$0 02]

A%

Allmodes -

Source: IPUMS/American Communrty Survey, 2005-9
See Appendlx A for assumptions.

A0

$6.64| . .

On average, San Francisco commutes offer lower out-of-
pocket costs, but take more.time. The city's average high time
cost of commuting particularly discourages workers in hlgh-

~wage industries, such as information technology. Even if
workers do not value commuting time at only half the value of
their hourly wage, total commuting costs is still a slightly

12.
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higher percentage of worker salaries than'it is in San Mateo
county. This means that-a San Francisco Iocatlon——desplte is.
centrality in the region, and despite the variety of
transportation options that are available—does not
necessarily translate into a competitive advantage in

attracting information technology workers.

and San Mateo Counties .

Commuting Time and Operating Costs: Information
Technology Workers commuting to San Francisco

" Difference

11.1%

, , San Francisco: - San Mateo
One-Way Average Commuting Costs ~ $6.64 - '$8.93]  $229 -
Annual Commuting Costs (480 trips) _$3,186; $4 288 $1 101
One-Way Average Commuting time (min) ' : 40 33

{Annual Commuting Time (hours) 319 - 285|  -

Average Hourly Salary $44.54 ©$50.08
% discount for commute-time valuation _ 50% .50%| o
Annual Time Cost of Commuting $7,100 $6 647 -$453
Annual Total Cost of Commuting $10,287 $10,935 $648
as % of annual salary 10.5%| -0.6%

ource: lPUMS/Am’erican Community Survey, 2005-9

Table 5 alsb indicétes that average wages for information
technology workers are considerably less in San Francisco

than they are in San Mateo county. This could, in theory, be
an additional source of advantage associated with a San
Francisco location. However, statistical analysis of individual
worker information from the census data suggests that these °
wage differences can fully be accounted for by differences in
education, age, and other variables that affect earnings.

* IT workers in San Mateo are more likely to have a graduate

degree, and be older, than their San Francisco counterparts.

- When those differences are accounted for, the impact of a
- San Francisco location per seon wages is statistically

|n3|gn|f|cant
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ECONOMIC IMPACT ASSESSMENT |

Fiscal and Economic

Impacts -

The foregoing section focused on establishing the relative
importance of business tax differences in the overall cost
accounting of a San Francnsco and a San Mateo County
location.

It found that Twitter's business tax burden would be

sufficiently large to outweigh the benefits of paying a lower

rent in the SF Mart in the Central Market area. In addition,
labor factors such as accessibility and costs do not appear
to dramatically favor one location over another. Therefore,

" on balance, it appears that Twitter would stand to realize
- significant savings over the next several years by moving

out of San Francisco.

- This cannot be taken as conclusive proof that Twitter will
" leave San Francisco if the proposed legislation is not

enacted, but the analysis that follows is based on'the

_ assumptlon that it will.

This section is focused on estimating the broader economic

- impact of enacting the proposed legislation, assuming that

Twitter moves to the SF Mart in such a situation. The

.alternative scenario considered is one in which the

proposed legislation is not enacted, Twitter leaves Sah’
Francisco, and the Central Market area continues as -
before

The fiscal and economic impact of the legislation hingeson

‘what one believes will happen to the large commercial -
" properties Market Street between 7™ and Van Ness if -

Twitter does, or does not, come to the area. Commercial-
real estate owners in the area have seen stagnating public
sector demand, and decllnlng pnvate sector demand, for
many years. -

In addltlon a great deal of commercial space will be

vacated in the near future. The new San Francisco Public
Utilities Commission headquarters at 525 Golden Gate will -
be completed in Spring'2012, leading the PUC to vacate its
premises at 1145 and 1155 Market Street. The State
Compensation Insurance Fund is moving out of San
Francisco, vacating its office building at 1275 Market
beginning in September of this year. The Bank of America
has recently sold its building at 1455 Market, and will

. reportedly vacate all of its employees soon. Just outside of

_ the Central Market area defined in the legislation, the AAA
‘tower at 100 Van Ness is almost entirely vacant. Between.
‘these properties and the San Francisco Mart, ‘
.approxmately 3 million square feet of office space in Civic

14
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Center is due to become vacant in the next 18 months.

How and when this space becomes re-occupied is very .
much an open question, yet will vitally affect the ultimate
impact of this proposed legislation. Whatever net new.
payroll growth that occurs in the companies that occupy

" vacant properties would be excluded from the payroll tax by

the proposed legislation. This would apply to any business

that moved to the area from outside the city limits of San

Francisco, and to any net payroll growth at a current San

Francnsco busmess for six years.

If property owners react to the heightened vacancy in the
district by reducing asking rents in order to fill space at all
costs, then many new businesses and jobs will move into
these buildings. On the other hand; property owners with-a
longer-term perspective may elect to hold the fine on rents,
tolerate higher vacancy in the short term, and wait for
higher rent-paying tenants to possibly appear in the future.
In this case, there may be little new employment growth in

© the area.

Forecasting this is. hlghly uncertaln But it does seem
reasonable to assume that if Twitter — one of the largest
technology companies in San Francisco — makes a

- decision to locate in the Central Market area, it will

Ieg|t|m|ze the area in the eyes of other technology .
companies. Since the technology industry is growing rapidly

. in the city at the moment, it seems reasonable to assume

that if Twitter moves to the area, the area could recover
occupancy to a typical 85% average occupancy rate in .

B ‘perhaps five years. Since, as discussed in the previous .

section, it seems unlikely that Twitter would remain in San

Francisco if the proposed legislation is not enacted, this

assumed absorption of space can be consndered an lmpact_
of the leglslatlon :

“If the proposed‘legislation is not passed, and Twitter

chooses the South San Francisco location, it is less clear
where demand for real estate in the area would come from.

" It seems reasonable to assume that it could take ten years

for the 3-odd million square feet of space to be re-occupied.
to a slightly lower average occupancy rate of 75%. In
addition, without a major private-sector magnet like Twitter, -
it seems unlikely that more than 50% of these future
tenants would pay the payroll tax. Much of the employment

base in the Central Market area now are government, non-,

profit, and small business employers, all of whom are
exempt from San Francisco's business tax. If the area
becomes the home of an information technology cluster, on

“the other hand, perhaps 90% of the employees would be in

Controller’s Office
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businesses subject to the payroill tax'®. -

These assumptions are not based on any verifiable data
. sources, but if they are reasonably close to what might
' happen in both scenarios, the proposed legislation would
both generate higher payroil tax revenue, and more
employment over a twenty year period. '

The fiscal impact is posi-tive, despite the fact that none of |
the properties are assumed to generate any payroll tax for
the first six years, and even discounting future payroll tax
revenue at 5% per year. This is because onyear 7, in a

- - Twitter scenario, the entire area would already be fully -

- occupied with hlgher-wage employees, at a higher
employment density, 90% of whom would be payroll-
taxable. In a no-Twitter scenario, in year 7 the properties
would still have significant vacancy, and their occupants
would be lower-wage employees, similar to thosé in the
Civic Center area now. :

Given the uncertainty surrounding these assumptions, little
weight should be given to the actual revenue and job
estimates themselves, or the differences between the two .

_ scenarios: The primary point is that, under reasonable
assumptions, the City's annual payroll tax revenue is nearly
three times higher, over a 20-year period, with Twitter and

. the exclusion than without it. This strongly suggests that the
proposed legislation, by catalyzing a new form of economic
development in the Central Market area, will generate fiscal
benefits for the City in the longer term.

By comparison, the job differences are slighter, and are
exclusively attributable to the assumptions that office
vacancy declines faster in the Twitter scenario, and that
employment density is higher as well (assumed because

~ rents will be higher in the Twitter scenario, and businesses
will have a greater incentive to conserve space).

1 At an average salary of $100,000, an mternet business would need only three full-time employees to be too large
for the City's small business exemptlon 10 the payroll tax.

16 ' : ' Cohtroller’s Office
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Fiscal and Economic Impact of the Proposed |
Legislati_on in the Large Commercial Properties N

With Twitter

/Assumptions

Years to absorb vacant space

‘10

T5%

00

o % of employees payroll taxable } 0%|
| Average salary of payroll-taxable $100,000| __ $75,000| _
Years payroll tax is not excluded 14 20
| With Twitter| Without Twitter Difference
‘Average 20-year payroll tax revenue, discounted at 5% ($M) . %42} $1.5 %27
| Average Annual Employment, 20 years » 7,604 6460 1,144

Because the job and payroll tax impacts are both positive,
other City tax revenue impacts can be expected to be
positive as well. Business-driven hotel tax revenue is
roughly proportional to employment, and is particularly
influenced by the presence of corporate headquarters.
Commercial rents and property values will indisputably rise |
if Twitter is attracted to the area, which will lead in time to
higher property tax and transfer tax revenues. More
employment should also lead to h|gher utility and sales tax
revenues.

Itis lmportant to stress that, but for Twitter moving to the
area, the proposed legislation would probably have
relatlvely little effect on the re-occupation of these
propertles analogous to a very small enterprise zone -
incentive. The 1.5% savings on net new payroll in the ,
vacant land represents approximately 15-25% of currently
average commercial rents in the property. This means that
businesses that would benefit from the proposed legislation
would pay somewhat more to be located in the area, and
that property owners would earn higher rents. It does not
necessarily mean that more businesses will come to the
area, more hiring will take place, or the occupation of the
space will take place more quickly. ,

It is the attractlon of Twitter to the area, and not the
reduction of taxes, that is fundamental to the positive fiscal
and economic impacts of the proposed legislation. The
proposed legislation is not a “silver bullet” to all of the
shortcomings of enterprise zone policies. But because it
impacts a company that has the potential to create long-

~ term economic development in the area, it can be expected
to generate both hlgher revenues and more jobs over the
long term

. If Twitter moves to the Central Market area and forms the :
focal point of an information technology cluster, the jobs
created in these companies will require significantly more

Occupational Impacts

. Controller's Office | 17
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education, on average, than the average San Francisco
job. Approximately half of the adults in San Francisco's

~ resident workforce have a four-year university degree, or
~ more higher education. Half have some college education

but not a four-year degree, a high school dlploma or Iess
than a fuII high school education.

- Office employment in San Francisco has become

increasingly specialized in jobs requiring high levels of
education for several decades. in the 2005-9 periods,
according to Census data, 29% of all- workers in San
Francisco office industries had a graduate degree, and
another 46% had a four-year degree. Only 16% of workers .
had only some.college education, and only 10% had a high
school education or less.

The corresponding distribution for the IT industries in San
Francisco is even more heavily weighed towards the
university-educated: 26% had graduate degrees, 58% had
a four-year degree. Only 11% had some college, and only
5% had a hlgh school education or less.

In the past, the Civic Center { Central Market area was one
of the few employment centers in San Francisco that

- offered significant numbers of office jobs for those with less

than a four-year education. These jobs, such as customer

“service support, payroll and other back office functions,

bookkeeping and other clerical jobs, often require only a
high school education yet offer greater career-path potential

-than many of the minimum wage jobs that are commonly

held today by Workers Wlth a high school educatlon

These jobs. have been leavmg San Francnsco for many
years, though the U.S. outlook for many of these
occupations is strong, and they form a significant amount of
the office employment in other Bay Area locations. Several
of the buildings in the Central Market area contained jobs of

“that type. San Francisco's inability to retain these jobs in
“the Central Market area, coupled with a growth of high-skill
- information technology jobs in the same area, suggests that

the lower-skilled office jobs will disappear from the city.
permanently, barring some major future change in the city's
competitiveness relative to other Bay Area locations.

To be sure, this is clearly not a case in which commercial
property owners are actively displacing more established
businesses in favor of technology companies who can pay o
a higher rent. The Bank of America, AAA, and SCIF

buildings were all owned by the employer, and vacated on

-their own accord. Moreover, the low prices for which these

14

buildings are selling suggests that they could be financed
with extremely low rents. Yet their continuing high vacancy
rates suggest that any tenants who could pay even those
low rents simply aren't in the market. In the short term, and

18
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in the absence of a significant change in the city's

_competitive position, the choice in the Central Market may

not between a Twitter-led information technology cluster
and lower-skill office work. The choice may be between an
information technology eluster, and vacant buildings.

Having said t'h'at,' refaining'a large technology héédquarters
like Twitter could have important workforce advantages in

- the future. San Francisco, as discussed earlier, has a

reputation for incubating new businesses, and then failing

-to retain them as they reach a larger size. Yet it is precisely

the smaller companies which rely most exclusively on the
highly-skilled worker, since so much of their resources are -
focused on innovation and product development. Only once
a company reaches a certain size is there the likelihood '

_ that it will bring in-house a wider range of office functions.’

In addition, if TWitfef continues to be a success, it would be

in the company's interest to help organize a local workforce
development system specific to its industry. Many of San.
Francisco's colleges, universities, and high schools have

" programs aimed at careers in the media and Internet

industries. What such programs need to be successful is
deep involvement from leading businesses in the industry.

Controller’'s Office
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RISK MITIGATION

. C g This research suggests that two changes to the proposed'
Policy Considerations legislation could reduce risks of an adverse economic
' “impact, and increase the benefit to the General Fund while
maintaining its economic benefits. In addition, two related
~ policy ideas are offered for the con5|derat|on of deClSlon-
makers. : :

1. The legislation currently states that if a business has
premises within the area, it is eligible to exclude its
net new payroll. Because payroll tax is calculated.
and paid on a city-wide basis, not on a premises-by-

" premises basis, this creates a loophole in which a
-large local business could open a satellite location
" in the area, and deduct all net new payroll city-wide.
" This problem can be fixed by requiring muiti-location
businesses to apportion their payroll, such that they
are only ellglble to exclude net new payroll within
‘ the area.

2. Removing large commercial properties, other than
the SF Mart, from the area would increase the
benefits to the General Fund, while having only a*
minor impact on the economic benefits of the
legislation. Including the SF Mart is vital to retaining
Twitter in the city. Including the other properties, for

“which no large retention target has been identified,
creates a marginal incentive at best, but still
requires the City to forego the payroll tax revenue

. that would have happened there anyway as the
buildings become re-occupied. As detailed.in the
previous section, the payroll tax impact of the
proposed legislation is estimated to be a $4.2 million
gain over the next twenty years, If the large
properties (1145, 1145, 1275, 1455 Market and 30
Van Ness) were excluded, the gain would be an

. estimated $5.5 million a-year.

3. The large amount of commercial vacancy that will
appear in the area in the next few years highlights
the economic importance of ensuring the maximum

" utilization of existing properties.and infrastructure.

~ While, as discussed'in the previous section,
property owners have a decision to make regarding
how low to reduce rents to ensure occupancy, the
economic and financial interests of the City are
clearer. As a policy idea that is not directly tied to
the proposed legislation, the City could structure a -
parcel tax on vacant commercial property, which

ST would not apply to.occupied commercial property. -
o - This would encourage owners of vacant commercnal'

20 : T | ! " Controller’s Office
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property to be flexible oh rent, and théreby

maximize occupancy and employment in the city.

This tax could not be included in the proposed -
legislation, as it would have to be submitted to the
voters pursuant to Proposition 218. Nevertheless, it
is mentioned here as a future policy consideration.

Finally, this analysis suggests that an.important

“variable in the fiscal and economic success of the

proposed legislation is Twitter's decision to locate in

the Central Market area instead of moving out of-

San Francisco. In turn, Twitter's potential future

. payroll tax liability associated with its stock options

appears to be the largest.cost factor weighing
against a San Francisco location. The City should

- consider modifying the payroll expense tax, to

reduce the incentive for successful technology

companies to move out of San Francisco.

Controller's Off_ice
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APPENDIX A

This appendix lists the assumptions used in calculating-average'commuting costs by automobile by .
information technology workers in San Francisco and San Mateo counties. :

Assumption Value Notes
o : ' Google Maps: 94117 - San Mateo CA
Average auto speed in Traffic, SF-San Mateo -30(19.7 miles, 40 minutes in traffic)
" Google Maps: 17th and Stanyan - 2nd
, and Bryant (5.0 miles, 25 minutes in
Average auto speed in Traffic, SF-SF - 12 traffic)
- o ~ |Google Maps: Sneath Lane - Foster
Average auto speed in Traffic, SM-SM 38.City
C ' Google Maps: College & Broadway
. ‘Oakland - 2nd and Bryant (2/3) and
Average auto speed in Traffic, East Bay-SF 20 Sah Mateo - 2nd and Bryant (1/3)
Auto & Insurance costs attributable to auto commuting 70% : o
Auto & Insurance costs attributable to park-n-ride’ 15% :
' : L Prius Northemn California Lease deal,
Lease monthly costs $259 3/2/2011
: o Prius Northern California Lease deal,
Lease upfront (to be amortized at 0%) $2,999 13/2/2011
Calculated: Total Monthly lease costs $342.31 ‘ :
o v minimum monthly insurance costs with
Average monthly insurance costs $46.75 Progressive for new Prius ”
Monthly auto costs attributable to auto commuting $272.34 '
San Francisco monthly parking costs $175
San Mateo monthly parking costs 30
: . Calculated based on assumed average |
Average 1-way Driving Distance, SF-SF 4.2 speed and Census-reported time
Calculated based on assumed average
Average 1-way Driving Distance, SF-SM 20.1 speed and Census-reported time
o » Calculated based on assumed average |
Average 1-way Driving Distance, SM-SM 19.6 speed and Census-reported time '
: Calculated based on assumed average ' -
Average 1-way Driving Distance, NonSF-SF 15.9 speed and Census-reported time '
- ‘ ' Prius Northern California Lease deal,
Average MPG 50:3/2/2011 '
Cost of Gasoline per Gallon , $3.80
Repairs, registration, maintence taxes (per mile) $0.07 |
Deprematnon per mile Vehicles are leased

$0.00
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'STAFF CONTACTS

Ted Egén, Chief Economist (ted.eqan'@sfqdv.ord) (415) 554-5268

The author thanks Julian Sutherland of the Department of Real Estate for.his assistance
with this report. All errors and omissions are the responsibility of the OEA.
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March 16, 2011

SAN
FRANCISCO

Office of Economic and Workfarce Develzpmert

History of City’s Economic Development
Wark in Neughbcrhood

"" Conﬁmunity Benefit Districts |

Sixth Street revitalization

Tenderloin 'grocery- store attraction

Taylor Street corridor efforts

- Central Market Partnership

SAN
FRANCISCO

ulfﬂ:eof[mnn‘nl:a d Warkforce Deveiopment,
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Central Market Partnership

~ Restore Central Market as the City's downtown arts

- district while inviting in new retail, restaurants,
services and employers to take advantage of the
transit and downtown location and serve the adjacent
Tenderlom and SOMA neighborhoods:

METIEE AR

CobeNeToReeL Yy

-
LOMMUNITY RENEFTY DISTRICY rrr——— FSiisml IO TR AT

-[]L“'*\.- @

£

SAN
!‘F RANCISCO

Dilize of Econemic and Workfoize Devélopmens

ly
.. storefronts,’ emptying
offices in the upper stories

N ‘ am:l crumb]mg facades

B -The three Mld-Mquet

W blocks look like hell. ”

Central City Extra, February 2010

SAN
TFRANCISCO

e of Ecaromicard vicrkioree Sevaiopment
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. Neighb@rho@d cﬁailenges

= Empty & underutiliz’éd large buildings

Poor»bﬂilding condition; little “leasable” space

Extr’eme'poverty among residents

“Lack of retai‘l/éervices/jobs for neighborhood

"= Unprogrammed open spac_es and sidewalks

High concentration of criminal activity

NSAN-
!E FRANCISCO

Olflzz of Econcemic and Warkloree Development

Sample Vacant Buildings

€ 86-98 Golden Gate
15,000 SF retail

© 172 Golden Gate
57,000 SF retail/office

" @ 1Jones
" Hibernia Bank
38,000 SF

© 1155 Market
SFPUC
_ 160,000 SF office

@ 1275 Market
State Fund Bidg
385,000 SF office

( 1355Market

© SFMart
1 million SF office

SAN.
BN cisco

Gfice of Ecanamte and Viorkforce Development

© 144 Taylor
Original Joe’s
35,000 SF retail

Q 25 Taylor
Golden Gate Theater
44,000 SF office

@ 969 Market
Pearl Art Supply
24,000 SF retail/office

. @ 989 Market

Blick Art Supply .
Approx 70,000 SF office

(3 1019 Market Street
Furniture & Carpet Bldg
70,000 SF

O 1028 Market
Hollywood Billiards
30,000 SF of retail
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ancy Data

COMPARITIVE COMMERCIAL
DISTRICT VACANCY RATES

Central Market 31%.

* [nformal count yields approx
390,000 SF of vacant storefront
and upper-floor office space

Compare with
* Third Street/Bayview 24.5%

= Leland Ave./Vis Valley 10.2%

* Mission Street/Excelsior 9.8%
* Taraval 9.1%

mFRANCISCO e

Oifice of Econamic and Wolklurtl Develepment

OFFICE
VACANCY

= |n 4 large buildings on Central
Market, there is approximately
1.5 million sq/ft of vacant or
soon to be vacant office space.

. Office vacancy rate is 25%,

compared to citywide rate of -
15% .

= Leasing up just 25% of this
space would result in an
estimated 1,500 new jobs in
the Central Market.
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PAYROLL TAX
EXCLUSION
BOUNDARY

A Buég*geaning Arts District
S ° |

oenz st | e thense | Sl
\ EXIT Theatre ompany Materials

A N — v

U Orphem

vt A3
ﬂ:m’n{ T Ty Gray Area . ' Golden Gate ag
. ‘.r,;? _Foundation for Theater Luggaﬁe Store
\___theArts J L - VAN il

Asian Art Bill Graham Civic|
Museum Auditorium
.

SAN
!E FRANCISCO

Office of Ecanotmic and Warkforce Development
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Pipelir

etS o %
- ]

@ Recently Completed Projects |-
&% Eritiled & Planned Projects

[

SOMA Grand

Enakrian

==t - kst
i 2 . . « Upacale you: « Gomplated Januery 205
£ « 20K SF of yahus retad '+ CUPranT’ ) pre~ds e opT-am:! rzstaLeant end ciub on greundy: PN N .
) o . taoar, outdost ber on raaf + 240 housing s, Hoavons.
s « Vil croae oxer 805 kb . Ameriat SomscTEmy Cag Reslaurant & Lourpe
Treior 55 pEents anIvee - Entised in Dtooes 2610
A

« Brosks graund Q3 2011
W . , L

Sa:n §

- Franciscg

- 753 housing units Targetrs

"1 Up o 1500 houstg s of |
VRV YDrE

A -\*‘f < 6% SF af (et : Argenta 25.35ya professianals
* Fie1 shoas compisne, L | groemd 5 Decerrbar A0 - Completed Augiasl 2006 - 12K SF of fetst e,
froteripnn g I e ') :=;az i Breaks ground 92 2011

SAN - )
e Mcisco , T

. Clfice of Economic.and Workforce Devefopment

Businesses are
Interested in the
Neighborhood

i

Property Owner
& Tenant Invest

Prospective
Tenant Checks
out a Vacancy

D

WNSAN : ' ‘ ’
!:FRANCISCO, SR e

Offrce of Ecanomic and Visrkforee Development
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) ‘Meighbafhded _lrﬁprdvement Strategiés

* Arts programming

- Catalyst arts venue
- development
™ Cleanliness'and
beautification — CBDs

= Safety — Mid Market
substation

= Attraction of small business,
"housing, big employers

Better Market Street — redesign of streetscape

7
wn

SAN .
!:F_RANCISCO

Olficz of

Tools/Incentives for Revitalization |

= Cultural District Loan Fund -
= Other existing tax incentives
= Grant funding
* Technical assistance to
business and arts groups

. Zonlng to mcenthlze certaln
lssues

= Payroll Tax Exclusion

!!1' FRANCISCO

Office of Ecoromicand Workforce Devalopment
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Why Twittek_ Matters to Central Market

- = Sendsa signal of néighborhood
transformation

Leads to increased retail,
services, and entertainment

Other social media companies

T bwiewby -
Technology
WD TE NT (N SN0 NG KT A ] e | e
L saares Tectootogy . Inada Techriolegy Bl
L =iy A~

Stisrt Ups l?ollow'lwmer, and Become Neighbors

Company will engage ,
meaningfully with the City and
the neighborhood

PNSAN
!!‘! FRANCISCO

Oliize af Economic and Warkfoice Development

; i et sy g
will co-locate e e : o
-===m;axs ! Brmsporo rbol . . S:.::m
= Twitter will help designate mimiee| iy e | 27
unique niche for the area - e i e
" creative economy/arts o o b o e

By doingtsa, be bas met Robest Scoble, e inDuential

andbas spotied Kanue Weetin the lobby an hisvcay lo
Twiller,

Theoogh elevalorand iobby nm-ins, babas slso forped
dnﬂumlthd:lm‘)ﬂpmlen’sthvc,
© Dick Costokr, that

cepital ';\m]hlv:hun:llpbmnndﬂu\hn.'lll
‘Formaagies said.

Proposed Payroll Tax Exclusion

n Currently paid by businesses
with more than $250,000 in
“ payroll -

* New jobsin the area would be
exempted for 6 of next 8 years

= First Source Hiring

Modeled after SF Biotech-
payroll exclusion

= Will result in no revenue loss
- to the City

NSAN
Zuf RA”lr\KlmElSCO
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Etf:@mm c I.impact

TWITTER.JOB CREATION

1,300 jobs in its first year on Central Market and
projects growth to more than 2,600 jobs over 6 years.

TWITTER TAX REVENUE

Utility User Tax S 3, ~'$187,000 -

Hotel Tax.- .-

TOTAL $1.63 million $9.79 million . $5.27 million

SAN I
!!‘:FRANCISCO

Oificz of Econcamic and Workforce Develapment

Economic Impact

SPINOUT JOB CREATION

Twitter would support the creation
of an additional 1,800 spinout jobs
in San Francisco in the first year. This
would grow to more than 3,700 jObS
over 6 years.

SPINOUT TAX Annual Average| 6 -Year Total]

REVENUE

Sales and Use Tax ‘ $186,000 $1.12 million

Property Tax $2.06 million $12.35 million

7

A..FRANClsco

warkfarcs
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Economic Impact

TOTAL
JOBS

TOTAL -

TOTAL TAX
REVENUE

$2.84 million. = $17.03 million
o sa46million $26.82 million’

. Spinout
TOTAL 5

_ SAN -
' !EFRANCISCO

Cifice of Economicand Workforce Devefopment

Economic Impact

-ECONOMIC IMPACTS
OF FILLING OFFICE VACANCY

*25% of Vacant Space ! $13m|l 7 n

50% of Vacant Space $2.7 million

acant Space 0~ $5.4 million.

B SAN
!E‘l FRANCISCO

ffice of Ecanomic ard Vistkiorce Devetonment

a
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" Proven Ecdn'omic Development Policy-. =

= Quebec labor cost mcentlve - Over half of the V|deo game
industry now based in Quebec.

= Times Square tax abatement for theater renovation

= Lower Manhattan commercial tax exclusion for post-9/11
development

= San Francisco Biotech Economic Cluster .

SAN
!!‘:FRANCISCO

Office sf Economic and Worklorce Develepment

u

Sm;md Land Use Policy
= Promotes the concentration of employment in
the urban core - :
. " Promotes growth an'ng.a primary transit corridor

= Promotes lI’Ifl" development and reV|taI|zat|on in’
strugghng nelghborhood '

!: FRANCISCO

Office of Economicard Warkiotee Sevelopment
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Prewentmg nsplacement

= Permanent affordable housing
" SRO protection ordinance

» Land Use controls in the TL
(and proposed for Western SoMa)
= Arts programming that is inclusive

—i.e. Central Clty Hospltallty
House -

SAN
!EF RANCISCO

OHizr of Econemic and Warkfoice Devetapment

PENIANENTLY AFFORDABLE HOUSING INS.F. . -
v - SFHnuﬂngAuﬂw lyDavelopmenrs . V »7 S - .
e OIhelAlhrdab!eHwﬂrm Dwubmes e

San frandsco

Scaewt

Guer Renmorat

Gowdon Gato Park

Outor Sunset

Lakashore

. . SANERANCISED COUTY y
EAN LATEO OUHTY "
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