INITIATIVE MEASURE TO BE SUBMITTED

DIRECTLY TO THE VOTERS

The people of the City of Los Angeles do ordain as follows:

SECTION 1. Title.

This initiative measure shall be known and may be cited as the “Los Angeles Cést of L1v1ng
Relief Initiative” (“Initiative™).

SECTION 2. Findings and Purpose.

A.

Findings. The people of the City of Los Angeles (“City”) find and declare the following:

. The cost of living is at crisis levels in Los Angeles. It is one of the most expensive major

cities in the Country, and inflation in the Los Angeles Metro Area is outpacing the
national average, making this issue worse.

. The City of Los Angeles is one of only a very small number of cities that impose a gross

receipts tax on businesses (“business tax™), in addition to and separate from a sales tax,
which makes it more expensive for businesses to operate in Los Angeles than in
neighboring cities.

. Making it hard to do business in Los Angeles hurts Angelenos. Increased business costs

are not only often passed on to consumers, they also tend to give businesses a reason to
move to more business-friendly cities and to discourage new businesses from opening in
the City.

. Voters of the City of Los Angeles are tired of the City’s mismanagement of taxpayer

money while failing to provide sufficient services, all while taking money from our local
businesses through the City’s business tax, which in turn is often passed on to consumers
via higher prices. This is money that our community can better manage ourselves.

. This Initiative therefore repeals the current business tax on virtually all businesses

operating in the City of Los Angeles, in order to help grow the local economy, spur new
Job creation, and make living in the City more affordable for all Angelenos.

. This Initiative does not repeal taxes on cannabis, including recreational cannabis and

medical cannabis. Cannabis taxes were overwhelmingly approved by Los Angeles voters,
and this Initiative respects that vote by retaining these taxes. These cannabis taxes, which
are contained in Sections 21.50, 21.51, and 21.52 of the Los Angeles Municipal Code, are
not being amended by this Initiative.

. Implementation of this Initiative will protect the public health, safety and welfare, and the

quality of life for the people of the City of Los Angeles.
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B. Purpose. The people of the City of Los Angeles declare that our purpose and intent in
enacting this Initiative is to make amendments to the Municipal Code of the City of Los
Angeles to repeal the business tax on most businesses operating in the City of Los
Angeles, while expressly retaining provisions pertaining to the taxation of cannabis.

SECTION 3. Amendments to the Municipal Code of the City of Los Angeles.

Article 1 (“Business Taxes™) of Chapter II (“Licenses, Permits, Business Regulations™) is hereby
amended as set forth below (new language to be inserted into the Municipal Code is shown as
underlined text, deletions are indicated in strikethrough).

Subsection (a) of Section 21.00 (“DEFINITIONS”) is amended as follows:

(a) “GROSS RECEIPTS.” Except as otherwise specifically provided, the term “gross
receipts” as used in this article shall mean the gross receipts of the tax year and shall be
calculated on either a cash or accrual basis in accordance with Internal Revenue Service
guidelines. Gross Receipts is defined as follows:

The total amount charged or received for all sales and commissions for the performance
of any act, service or employment of whatever nature it may be, whether such service,
act or employment is done as part of or in connection with the sale of goods, wares,
merchandise or not, for which a charge is made or credit allowed, including all receipts,
cash, credits and property of any kind or nature, any amount for which credit is allowed
by the seller to the purchaser without any deduction therefrom on account of the cost of
the property sold, the cost of materials used, labor or service costs, interest paid or
payable, losses or any other expense whatsoever. Gross receipts shall also include the
amount of any federal manufacturers or importers excise tax included in the price of the
property sold, even though the manufacturer or importer is also the retailer thereof and
whether or not the amount of such tax is stated as a separate charge.

The term “GROSS RECEIPTS” as used in this article shall not include the following:
(1) Cash discounts allowed or taken on sales;

(2) Any part of the sales price of any property previously sold and returned by the
purchaser to the seller which is refunded by the seller by way of cash or credit allowances
given or taken as part payment on any property so accepted for resale;

(3) The amount of any federal tax imposed on or with respect to retail sales whether
imposed upon the retailer or upon the consumer and regardless of whether or not the
amount of federal tax is stated to customers as a separate charge, or any California state,
City, or city and county sales or use tax required by law to be included in or added to the
purchase price and collected from the consumer or purchaser;



(4) The amount derived from a business activity sold or otherwise transferred to another
person during the preceding calendar year;

(5) Any amount received from or charged to any person which is a related entity to the
tax-payer. A person is a related entity to a taxpayer if 80% or more of the ownership
interests in both value and voting power of said person and the taxpayer are held, directly
or indirectly, by the same person or persons. Notwithstanding the foregoing, any amount
received from or charged to any person which is a related entity to a taxpayer shall be
included in “gross receipts” when said amount is compensation for activities, including
but not limited to, selling, renting and service performed by the taxpayer for any person
which is not a related entity to the taxpayer; and

(6) Any uncollectible amount apportioned to the City of Los Angeles which has been
written off as a “bad debt” in compliance with Internal Revenue Service guidelines. Any
portion of bad debt subsequently recovered by a taxpayer shall constitute taxable “gross
receipts” in the year that it is recovered. The provisions of this exclusion shall apply to
any person paying a tax under the provisions of this article.

The term “Tax Year” as used in this article shall mean the calender year unless there is a
specific election to use the business’s fiscal year. After an election to use the fiscal year is
made, a business may not change its tax measure year from that fiscal year, unless it
changes its fiscal year or receives a waiver from the Director of Finance. The measure of
tax for a business electing to use its fiscal year shall be attributable to the 12 month
period ending on the last day of its fiscal year, and shall be for the fiscal year ending in
the calendar year that would otherwise be the measuring year. Notwithstanding the
foregoing. commencing on January 1. 2028, no business tax shall be imposed against any
business or occupation other than those specified in Sections 21.50 to 21.52 of this
Article, nor shall the Office of Finance enforce the business tax against any business or
occupation other than those specified in Sections 21.50 to 21.52 of this Article. Nothing
herein shall prevent the Office of Finance from collecting taxes due. or otherwise
enforcing payment of such taxes. including enforcement of provisions pertaining to non-
payment of taxes due. as a result of the operation of a business covered by the business
tax prior to January 1, 2028.

Subsection (b) of Section 21.00 (“DEFINITIONS”) is amended as follows:

(b) “BUSINESS TAX” shall mean the privilege tax imposed upon persons engaged in
the businesses or occupations described only in Sections 21.50 to 21.49852, inclusive, of
this article for the privilege of engaging in such businesses or occupations within the City
of Los Angeles.

Section 21.03 (“IMPOSITION OF TAX”) is amended as follows:

(a) Subject to the provisions of this Article, a business tax registration certificate must
be obtained and a business tax must be paid by every person engaged in any of the
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businesses or occupations specified in Sections 21.50 (“TAXATION OF MEDICAL
MARIJUANA COLLECTIVES”). 21.51 (“TAXATION OF CANNABIS”), and 21.52
(“TAXATION OF MEDICAL CANNABIS”) of this Article; and a business tax is hereby
imposed in the amount prescribed in the applicable section. No person described in
Sections 21.50 to 21.52 of this Article shall engage in any business or occupation subject
to tax under the provisions of this Article without obtaining a registration certificate and
paying the tax required.

(b) The business tax registration certificate required to be obtained and the tax required
to be paid are hereby declared to be required pursuant to the taxing power of the City of
Los Angeles solely for the purpose of obtaining revenue. Compliance with such
requirements shall not be construed to be a condition precedent to engaging in any
business or occupation within the City of Los Angeles where the imposition of such a
condition precedent would be contrary to law.

(¢) (1) Commencing on January 1, 1981 the Director of Finance is directed not to
enforce the Business Tax Ordinance against financial corporations for the tax years
beginning January 1, 1981 until directed to do otherwise by the City Council by
resolution.

(2) Commencing on January 1. 2028 no business tax shall be imposed against any

business or occupation other than those specified in Sections 21.50 to 21.52 of this
Article. nor shall the Office of Finance enforce the business tax against any business or

occupation other than those specified in Sections 21.50 to 21.52 of this Article. Nothing
herein shall prevent the Office of Finance from collecting taxes due. or otherwise
enforcing pavment of such taxes. including enforcement of provisions pertaining to non-
pavment of taxes due, as a result of the operation of a business covered by the business
tax prior to January 1, 2028.

Section 21.22 (“RELIGIOUS, CHARITY, ETC.; PROCEDURE FOR ISSUANCE OF TAX
EXEMPT REGISTRATION CERTIFICATES”) is amended as follows:

(a) (1) No tax exempt registration certificate. as set forth below. is applicable or required
unless an entity is otherwise subject to the imposition of the business tax pursuant to
Section 21.03 of this Article.

(2) The provisions of this article shall not be construed to require the payment of any
business tax to operate or carry on the functions of any charitable or religious institution,
organization or association organized for charitable or religious purposes and conducted
solely for such purposes, nor the payment of any business tax to engage in teaching,
preaching or otherwise disseminating any religious tenets or the beliefs of any religion;
nor shall any business tax be required to be paid by any religious or other charitable
association, including fraternal, educational, civic, military, state, county and municipal
organizations and associations, for the conducting or staging of any theatrical, art, or
sporting exhibition or similar event, or any dance, concert, or lecture, when the net
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proceeds derived from any of the same are not used for the purpose of private gain to any
individual but are used wholly for the benefit of such organization or for charitable or
benevolent purposes, nor shall a business tax be required to be paid by any credit union
corporation. Such persons are entitled to receive tax exempt registration certificates upon
application for and qualification as provided in this section.

(b) An independent contractor who for profit or gain undertakes to carry on any business
or activity, for the conduct or operation of which a registration certificate and business
tax is required by any section of this article, shall not be exempted from the registration
and tax requirements of this Article because of the fact that the independent contractor
has paid or agreed to pay or turn over to any charitable institution or organization a
portion of the receipts of the business or activity as a reward or recompense for the
sponsorship of the business or activity, or for any other reason, and such a contractor
shall not be deemed to be acting for purposes entitling the contractor to a tax exempt
registration certificate.

(c) 1. The Director of Finance shall, upon application, issue a tax exempt registration
certificate to any credit union corporation upon being furnished with satisfactory
evidence of its incorporation and operation as such.

2. Any applicant for a tax exempt registration certificate authorized in Subsection (a),
other than a credit union corporation, shall make an application upon a form furnished by
the Director of Finance. The application shall be forwarded to the Board of Police
Commissioners which shall make or cause to be made such investigation of the applicant
and the activity carried on or proposed to be carried on as may be necessary to determine
whether or not the applicant and the activity for which a tax exempt registration
certificate is applied for meet the requirements of Subsection (a) hereof, and that the
proceeds of the activity, if any, are to be used for the purposes mentioned therein. The
Board of Police Commissioners shall endorse its finding upon the application and return
the same to the Director of Finance. If the finding is to the effect that the requirements of
Subsection (a) are met, the Director of Finance shall then issue a tax exempt registration
certificate provided the applicant has complied with all other applicable provisions of this
Code; provided further, however, that when the activity to be engaged in is of the kind for
which the applicant must file a Notice of Intention as provided in Article 4 of Chapter 4
of this Code, no tax exempt registration certificate shall be issued until such Notice of
Intention has been filed and an Information Card issued to the applicant as provided in
said Article 4 . The registration certificate so issued shall show on its face that it is tax
exempt. If the finding of the Board of Police Commissioners is that the requirements of
Subsection (a) hereof are not met, no registration certificate shall be issued without
payment of the tax prescribed in the appropriate section of this article.

(d) If at any time any activity listed in Subsection (a) as being entitled to the issuance of
a tax exempt registration certificate is conducted in such a manner that, had it been
disclosed in the application described in Subsection (c), would not have entitled the
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person carrying on the activity to a tax exempt registration certificate, or if the net
proceeds derived from those activities named in Subsection (a) are not used for a purpose

approved therein, any tax exempt registration certificate therefore issued shall be void
and the full amount of the tax shall be due and payable.

(e) Subject to the provisions of Subsection (d) hereof, upon the Director of Finance’s
issuance of a tax exempt registration certificate to a person, any tax, including any
penalty or interest accrued thereon, owing by such person pursuant to any provision of
this article for any period prior to such issuance by virtue of carrying on any activity
described in Subsection (a) hereof in the manner prescribed therein which would have
entitled such person to receive a tax exempt registration certificate shall be canceled as if
it had never become due or owing, and, if paid, a refund thereof shall be made, subject to
the provisions of Section 21.07 of this Code, as if it had been overpaid.

Section 21.29 (“SMALL BUSINESS EXEMPTION”) is amended as follows:

(a) Small Business. No tax is required to be paid under this Article by any Small
Business. A Small Business shall mean any person whose total taxable and nontaxable
gross receipts from within and without the City do not exceed $50,000.00. The
$50,000.00 amount shall be increased to $100,000.00 on July 1, 2006.

[Note: the Creative Artist exemption is being repealed because, on and after January 1,
2028, those businesses will no longer be subject to the business tax.]







€& (b) Any person exempt from tax under Subsections-(a) er¢b}-shall be required to
timely file for registration and subsequent renewals before the delinquency date. The
failure to timely file or renew prior to the date the taxes would otherwise have been
delinquent pursuant to Section 21.05 of this Article, shall render inapplicable the
exemption provided in Subsections (a) andfer{b) and subject the person to the tax that
would otherwise be payable and to any interest and penalty applicable thereto.

Section 21.33 (“TAX RATES”) is repealed as follows:
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Section 21.43 (“GROSS RECEIPTS FUND CLASS 2”) is repealed as follows:
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) is repealed as follows:

48 (“GROSS RECEIPTS FUND CLASS 8~
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led as follows:

1S repea

“GROSS RECEIPTS FUND CLASS 9)

21.49 (
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Section 21.63 (“AMUSEMENT MACHINES”) is repealed as follows:

Section 21.64 (“COIN-OPERATED PHONOGRAPHS AND MUSIC MACHINES”) is repealed
as follows:

Section 21.65.1 (“COIN-OPERATED SCALES AND SERVICE MACHINES”) is repealed as
follows:




Section 21.70 (“BOWLING ALLEY, SKEE-BALL SHUFFLEBOARD, ETC.”) is repealed as
follows:
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) is repealed as follows

“DANCE HALL”

Section 21.83 (
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Section 21.109 (“MOTION PICTURE, TELEVISION AND RADIO PRODUCERS”) is
repealed as follows:
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) is repealed as follows:

“STEVEDORES”

ion 21.142 (

Sect




Section 21.168.5 (“CERTIFIED PRODUCERS DEEMED EMPLOYEES?”) is repealed as
follows:




Section 21.171 (“RETAILERS OF NEW PASSENGER MOTOR VEHICLES”) is repealed as
follows:
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Section 21.188 (“CONTRACTORS”) is repealed as follows:
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) is repealed as follows:

“SALE OF REAL PROPERTY”

193 (

Section 21
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Section 21.195 (“TRUCKING — HAULING”) is repealed as follows:
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SECTION 4. Internal Consistency.

It is the intent of the people of the City of Los Angeles that the amendments contained in Section
3 of this Initiative be read and construed in full harmony with the rest of the Municipal Code of
the City of Los Angeles. To the extent that any provisions of the Municipal Code of the City of
Los Angeles, or any other ordinances or provisions of law of the City, may be inconsistent with
this Initiative, the provisions of this Initiative shall govern.

SECTION 5. Implementation of this Initiative.

A. This Initiative is considered adopted upon the earliest date legally possible after the
elections official certifies the vote on the Initiative by the voters of the City of Los Angeles, and
shall be effective on January 1, 2028. The City is directed to promptly take all appropriate
actions needed to timely implement this Initiative, including but not limited to taking any
administrative steps, as required by law, to implement this Initiative.

B. Upon the effective date of this Initiative, the provisions of Section 3 of this Initiative are
hereby inserted into and/or repealed from the Municipal Code. The City may reorganize,
renumber, and/or reformat the Municipal Code provisions included in Section 3 of this Initiative,
provided that the full text of Section 3 is inserted into and/or repealed from the Municipal Code
without alteration.

C. To ensure that the City’s Municipal Code remains an integrated, internally consistent, and
compatible statement of policies for the City, any provision that is adopted between date on
which this Initiative is first filed with the City Clerk for an official title and summary and the
Initiative’s effective date shall, to the extent that such interim-enacted provision is inconsistent
with or would diminish, render invalid, defeat, or impair the provisions adopted by this Initiative,
be amended as soon as possible.

SECTION 6. Effect of Other Measures on the Same Ballot.

To ensure that the intent of the voters is not frustrated, this Initiative is presented to the voters as
an alternative to, and with the express intent that it will compete with or take precedence over,
any and all voter initiatives or City-sponsored measures placed on the same ballot as this
Initiative and which, if approved, would regulate the subject matter of this Initiative, including
but not limited to any measures pertaining to business taxes in the City of Los Angeles, in any
manner whatsoever, that would frustrate the purpose and intent of this Initiative (each, a
“Conflicting Initiative™). In the event that this Initiative and one or more Conflicting Initiatives
52



are adopted by the voters at the same election, then it is the voters’ intent that only the measure
which receives the greatest number of affirmative votes shall control in its entirety and said other
measure or measures shall be rendered void and without any legal effect with respect to such
requirements. If this Initiative is prevented from going into effect by a Conflicting Initiative
approved by the voters at the same election, and such Conflicting Initiative is later held invalid,
this Initiative shall be self-executing and given full force of law. Notwithstanding the foregoing
provisions of this Section, in the event that both this Initiative and another measure(s) are
adopted by the voters at the same election, but the two measures can be harmonized in a manner
that permits this Initiative to be implemented upon its adoption without imposing any additional
or inconsistent requirement(s) on the subject matter of this Initiative, then it is the voters’ intent
that both the other measure and this Initiative shall be given full force and effect regardless of
which measure receives the greatest number of affirmative votes.

SECTION 7. Interpretation and Severability.

A, This Initiative must be interpreted to be consistent with all federal and state laws, rules,
and regulations. If any section, sub-section, sentence, clause, phrase, part, or portion of this
Initiative is held to be invalid or unconstitutional by a final judgment of a court of competent
jurisdiction, such decision does not affect the validity of the remaining portions of this Initiative.
The voters declare that this Initiative, and each section, sub-section, sentence, clause, phrase,
part, or portion thereof, would have been adopted or passed irrespective of the fact that any one
or more sections, sub-sections, sentences, clauses, phrases, part, or portion is found to be invalid.
If any provision of this Initiative is held invalid as applied to any person or circumstance, such
invalidity does not affect any application of this Initiative that can be given effect without the
invalid application.

B. If any portion of this Initiative is held by a court of competent jurisdiction to be invalid,
we the People of the City of Los Angeles indicate our strong desire that: (i) the City Council use
its best efforts to sustain and re-enact that portion, and (ii) the City Council implement this
Initiative by taking all steps possible to cure any inadequacies or deficiencies identified by the
court in a manner consistent with the express and implied intent of this Initiative, including
adopting or reenacting any such portion in a manner consistent with this Initiative.

C. This Initiative must be broadly construed to achieve the purposes stated above. It is the
intent of the voters that the provisions of this Initiative be interpreted or implemented by the City
and others in a manner that facilitates the purpose set forth in this Initiative.

SECTION 8. Amendment.
The amendments to the Municipal Code of the City of Los Angeles set forth in Section 3 of this

Initiative may be amended or repealed only by a majority of the voters of the City voting in a
regular municipal election held in accordance with state and local law.
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