ORDINANCE NO. 2545

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF REDWOOD
CITY AMENDING DIVISIONS 1, 4, AND 6 OF ARTICLE V OF CHAPTER
32 OF THE REDWOOD CITY MUNICIPAL CODE TO MODERNIZE
CATEGORIES OF BUSINESSES SUBJECT TO THE CITY’S BUSINESS
LICENSE TAX AND INCREASE THE BUSINESS LICENSE TAX RATE

[Additions to Code are in single-underline italics font; deletions are in strikethrough text.]

The People of Redwood City do Ordain as follows:

Section 1. Division 1 of Article V of Chapter 32 of the Redwood City Municipal Code is
amended to read as follows:

DIVISION 1. - PURPOSE AND DEFINITIONS
Sec. 32.101. - PURPOSE OF ARTICLE:

The purpose of this Article is to provide for the establishment and levying of license taxes
for the transaction and carrying on of certain businesses, trades, professions, callings
and occupations in the City. This Article is enacted solely to raise revenues for municipal
purposes and is not intended for regulation.

Sec. 32.102. - DEFINITIONS:
As used in this Article, the following definitions shall apply:

APPLICANT: An applicant for a business tax license pursuant to this Article, including a
renewal thereof.

AVERAGE NUMBER OF PERSONS EMPLOYED:

A. The number of employees as herein defined employed monthly within the
City earning wages for the periods nearest the fifteenth day of each month during
the previous year as reported by the applicant to the State Department of
Employment on forms which are used for reporting payments due under the
Unemployment Insurance Act of the State of California for each month of the
previous calendar year, adding the same and dividing by twelve (12) and adding
to the result thereof the number of employees compensated by other than wages
engaged in the business. If the applicant has been in business less than one year,
the average number of employees shall be the number of employees determined
as described above divided by the number of months remaining in the calendar
year for which such calculation is made.
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B. As an alternative to the definition in A, above, and at the option of the
applicant, the "average number of persons employed" shall mean the average
number of persons employed daily by the applicant for one year, determined by
ascertaining the total number of hours of service performed in the City by all such
employees during the previous year and dividing the total number of hours of
service thus obtained by the number of hours of service constituting a year's work
of one full-time employee according to the customs governing such employment
and adding to the result thereof the number of owners, partners or other principals,
salespersons or agents employed by the applicant, irrespective of the number of
hours of service provided by such employees. "Hours of service" as used in this
definition shall include all paid holidays, sick leave, vacations and any other days
for which compensation is paid irrespective of whether work is performed therefor.
As a condition to the optional use of the foregoing definition, the applicant shall
provide all business records or other documentation related to the calculation
aforesaid required by the Director.

BUSINESS: Trades, occupations, professions, and services of all and every kind of
calling whether or not carried on for profit, including but not limited to retailing,
wholesaling, manufacturing, service purveying, warehousing, personal and real property
rentals, and growing of plants and crops, research and development in scientific fields,
including software development, and the practice of specialized professions including but

not limited to medicine, business consulting, and law. and-animalhusbandry-formarket.

CONTRACTOR: Any builder, contractor or subcontractor as defined in chapter 9 of
division 3 (commencing with section 7000) of the Business and Professions Code of the
State of California or, alternatively, as defined in the Rules and Regulations of the
Contractor's State License Board enacted pursuant to section 7008 of said Code. For the
purposes of this Article, any person engaged in activities similar to that of a contractor or
subcontractor shall be deemed a contractor irrespective of whether said person is
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licensed as such by the State or other licensing agency. Contractor shall include, and is
not limited to, businesses engaged in the construction or repair of any buildings, including
construction, plumbing, wiring, heating, ventilation, and air conditioning.

DIRECTOR: The Director of Finance of the City or his-er-her their designee.

EMPLOYEE: All persons engaged in the operation or conduct of any business including
an owner, any member of an owner's family, partner, agent, manager, solicitor and any
and all other persons employed or working in or associated with said business whether
or not any salary or other compensation or remuneration is paid for such work.
"Employee" as used herein includes employees (as defined above) of subcontractors,
licensees or other persons engaged in the business for which a license hereunder is
issued unless such subcontractors, licensees or other persons are licensed hereunder
for the businesses in which they are engaged or which they conduct. Employee shall not
include persons employed on a seasonal or periodic basis for less than one month or on
a part-time basis for two (2) months or less.

FIXED PLACE OF BUSINESS: The premises occupied in the City for the particular
purpose of conducting a business thereat and regularly kept open for that purpose.

GENERAL COMMERCE AND RETAIL: Any business operated for any purpose that is
not included in any other defined category, including but not limited to retailers,
restauranteurs, and other general businesses.

NEWLY ESTABLISHED BUSINESS: A business in existence and operation for less than
three (3) months.
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PERSON: Any individual person, corporation, partnership, association or other
organizational form used for carrying on any business.

PROFESSION PROFESSIONAL SERVICE: Any profession, vocation, or calling that
requires rigorous training through higher education or vocational institutions exclusively
certifying the complete obtainment of skills and ability to offer professional services. This
business category includes, but is not limited to, research and development and scientific
fields, doctor’s offices, law offices, dentist offices, veterinary offices, architectural firms,
engineering firms, accounting firms, consulting firms, and software development

companies.
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RENTAL (COMMERCIAL): Any business that manages, operates, leases, rents, or
provides use of real property to another individual or entity for compensation, including
but not limited to commercial leasing, parcel leasing, and hoteliers.

RENTAL (RESIDENTIAL): Any business that manages, operates, leases, rents, or
provides use of any dwelling unit, including an apartment, house, duplex, hotel, motel,
mobile home park, rooming or boardinghouse, to another individual or entity for
compensation. For purposes hereof, a business that manages, operates, leases, rents,
or provides use of a total of three or fewer dwelling units for compensation in the City shall
not be deemed a residential rental business for purposes of this Article.

SERVICE: Any person engaged in the business of providing services that requires
minimal to no higher education or training, including but not limited to beauty salons, hair
stylists, landscape gardeners, and personal trainers.

Section 2. Division 4 of Article V of Chapter 32 of the Redwood City Municipal Code is
amended to read as follows:

DIVISION 4. - EXEMPTIONS AND EXCLUSIONS

Sec. 32.130. CONSTITUTIONAL, STATUTORY EXEMPTIONS:
Nothing contained in this Article shall be deemed or construed to require the payment of
any business license tax prescribed in this Article by any person transacting, engaging in
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or carrying on any business which is exempt from the payment of such taxes under the
Constitution or statutes of the State of California.

Sec. 32.131. CHARITABLE ORGANIZATIONS:

Nothing contained in this Article shall be deemed or construed to require the payment of
any of business license tax prescribed in this Article by any institution or organization
which is conducted, managed or carried on wholly for the benefit of charitable purposes
and from which profit is not derived either directly or indirectly by any person.

Sec. 32.132. VETERANS:
Nothing contained in this Article shall be deemed or construed to require the payment of
any business license tax prescribed in this Article by any person who is an honorably
discharged or released veteran of the Armed Forces of the United States, who is a
resident of this State, and who sells or provides services if the veteran is the sole
proprietor of the business.

Sec. 32.133. CARE FACILITIES:

Nothing contained in this Article shall be deemed or construed to require the payment of
any business license tax prescribed in this Article by any person engaged in or conducting
the business of child day care facilities pursuantte as defined by California Health and
Safety Code section 45696-803(b}2) 1596.750 as the same now exists or is hereafter
amended or an adult day care facilities pursuant to California Health and Safety Code
section 1569.84 as the same now exists or is hereafter amended.

Sec. 32.134. HOME OCCUPATIONS:

Nothing contained in this Article shall be deemed or construed to require the payment of
any business license tax prescribed in this Article by any person who is engaged in a
home occupation conducted at the residence of said person in the City, the gross receipts
from the operation of which are less than one thousand dollars ($1,000.00) per year.

Sec. 32.135. PUBLIC UTILITY:

Nothing contained in this Article shall be deemed or construed to require the payment of
any business license tax prescribed in this Article by any public utility possessing a
franchise granted by the City pursuant to which franchise said public utility pays to the
City an annual franchise fee or otherwise makes annual payments to the City for the
privilege in said franchise specified.

Sec. 32.136. RECREATION INSTRUCTORS:

Nothing contained in this Article shall be deemed or construed to require the payment of
any business license tax prescribed in this Article by any person engaged in the business
of recreation instruction or sports officiating for programs or activities conducted or
sponsored by the City.

Sec. 32.136.5. PERFORMERS AND ENTERTAINERS:
Nothing contained in this Article shall be deemed or construed to require the payment of
any business license tax prescribed in this Article by any persons engaged in the
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performance, conduct, or staging of any amusement or entertainment, concert, exhibition,
lecture, dance or athletic event for programs or activities conducted or sponsored by the
City or by a charitable organization.

Sec. 32.136.7. DWELLING UNITS EXCLUDED FROM INCREMENTAL TAX
CALCULATION:

A. An owner-occupied residential dwelling unit shall be excluded from the
calculation of a residential rental business’s incremental tax.

B. Dwelling units rented or leased to households earning no more than the
maximum _income for low income households, as published annually by the
California Department of Housing and Community Development (HCD) income
limits for San Mateo County, pursuant to a recorded deed restriction shall also be
excluded from the calculation of a residential rental business’s incremental tax.

Sec. 32.137. CLAIM FOR EXEMPTION:

Any person claiming an exemption pursuant to this Division shall file an affidavit or
declaration under penalty of perjury with the Director stating facts upon which such
exemption is claimed and attaching thereto documents in support of such claim.

Sec. 32.138. EXEMPT LICENSE:

Upon a proper showing contained in said affidavit or declaration or attachments, the
Director shall issue a license to the person claiming an exemption without payment to the
City of the business license tax prescribed in this Article.

Sec. 32.139. REVOCATION:

The Director may revoke any license theretofore issued without payment of a business
license tax upon information that said licensee is not entitled to an exemption or is no
longer entitled to the exemption upon said license had been issued.

Sec. 32.140. RESERVED:

Section 3. Division 6 of Article V of Chapter 32 of the Redwood City Municipal Code is
amended to read as follows:

DIVISION 6. - LICENSE TAXES
Sec. 32.151. - TAX IMPOSED:
Every person commencing, engaged in, conducting or carrying on a business within the

City shall pay an annual business license tax. The tax consists of two (2) components: a
“base tax- an "annual registration fee" calculated pursuant to Section 32.152 and an

mcremental tax" calculated pursuant to Sectlons 32. 154and—32—1—54 Whe#e—Seetlen
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Sec. 32.152. - BASE-TAXRATE-ANNUAL REGISTRATION FEE:

The annual rate for the annual registration fee basetax is:

$90.00 effective July 1, 2025.

Sec. 32.153. -INGCREMENTAL TAXRATE: RATE ADJUSTMENT:

The City Council may, by resolution or ordinance and without voter approval, adjust the
rate of the business license tax, including the annual registration fee in Section 32.152
and incremental tax rates in Section 32.154. However, in no event may the City Council
(1) set any adjusted rates that exceed the maximum rates set forth in Sections 32.152
and 32.154, as adjusted by Section 32.156, for the date on which the adjusted rate will
commence, or (2) adjust the maximum tax in Section 32.155.

Sec. 32.154-SPECIALINCREMENTAL TAX RATES:

The rate for the incremental tax with respect to each type of business listed in this Section
shall be:
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lovi o
advertising {base-tax
vehicle operation not

applicable)
Contracting $28.00 $33.00 $39.00 flat annual
X
(e;;eladn_lg ahy
leen.tlaetmg_ I
grossreceipts
over-$50,000-00)
businessin
Redwood-City
Business Cateqgory Number of Per Employee
Employees Rate
General Commerce and | 1-3 $10
Retail 4-10 $50
11+ $80
Contractors NA $150
Services NA $130
Professional Services First 3 Employees $175
Employees 4-10 $200
Employees 11+ $250
Rental (Residential) NA $31 per unit
Rental (Commercial) NA $75 per 1,000 sq.
ft.
A. The rates set forth above shall be phased-in over one year, such that only

50% of each rate shall be assessed effective July 1, 2025, but the full rate shall be
assessed effective July 1, 2026 and thereafter, provided, however, that the rate for
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Rental (Residential) shall not be phased-in and shall be assessed at the full rate
as of July 1, 2025.

Business Category Number of Per Employee Rate
Employees 50% Rate 100% Rate
July 1, 2025 July 1, 2026
General Commerce 1-3 $5 $10
and Retail 4-10 $25 $50
11+ $40 $80
Contractors NA $75 $150
Services NA $65 $130
Professional Services | First 3 Employees | $88 $175
Employees 4-10 $100 $200
Employees 11+ $125 $250
Rental (Residential) NA $31 per unit
Rental (Commercial) NA $37.50 per 1,000 | $75 per 1,000 sf
sf
B. The number of employees for a business shall be the average number of

persons employed, including employees of contractors, subcontractors and
professional persons engaged in or to be engaged in such business.

C. For General Commerce and Retail businesses, one incremental rate shall
apply to all employees, based on the total number of employees. For example, in
2026 a business with six employees shall pay an incremental rate of $300 (6
employees x $50). For Professional Services businesses, the incremental rates
shall apply on a graduated basis. For example, in 2026 a Professional Service
business with six employees shall pay an incremental rate of $1,125 (3 employees

x $175 plus 3 employees x $200).

Sec. 32.155. - MAXIMUM TAX:

Notwithstanding anything to the contrary contained in this Article, the annual business
license tax payable for any one business shall not exceed:

$250,000 effective July 1, 2025.
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Sec. 32.156. - AUTOMATIC ADJUSTMENT:

Commencing July 1, 2027 and on each subsequent July 1, each rate set forth in this
Division (including the maximum rate set forth in Section 32.155) shall automatically

adjust by a percentage equal to aceerding-to-the-following-formula:

[Current
Py
[New = Huly * S—
Rate] +
2044
[2014-CPY

Where-the"CPI*for-a-yearis the Consumer Price Index (CPI) for All Urban Consumers
for the San Francisco-Oakland-SanJose-Hayward Areas published by the United States

Department of Labor, Bureau of Labor Statistics, for February of that year. For purposes
of this automatic adjustment, itn no event shall any rate be reduced below the rate in
effect immediately prior to the applicable adjustment. In the event the CPI is no longer
published, the City Manager shall select a price index most nearly conforming to the CPI.

Section 4. The City Council may amend this Ordinance without voter approval consistent
with its purposes provided that such amendments do not impose, extend, or increase a
tax.

Section 5. This Ordinance amending Divisions 1, 4, and 6 of Article V of Chapter 32 of
the Redwood City Municipal Code shall become effective (10) days after the date on
which the City Council has approved the canvass of votes and declared that the voters of
Redwood City have approved said Ordinance by a vote of no less than a majority of the
votes cast by the electors voting on the tax measure set forth in this Ordinance at the
general municipal election to be held on Tuesday, November 5, 2024. The operative date
of the Ordinance shall be July 1, 2025.

Section 6. The City Clerk shall publish this Ordinance in accordance with the provisions
of the City Charter.

Section 7. The provisions of this Ordinance are severable. If any provision of this
Ordinance or its application is held invalid, that invalidity shall not affect other provisions
or applications that can be given effect without the invalid provision or application.

Section 8. The Ordinance has been reviewed with respect to applicability of the California
Environmental Quality Act (“CEQA”) and the CEQA Guidelines. The Ordinance is not a
project under CEQA Guidelines Section 15378(b)(4) because the Ordinance does not
have the potential for resulting in either a direct physical change in the environment, or a
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reasonably foreseeable indirect physical change in the environment, as the Ordinance
creates government funding mechanisms which do not involve any commitment to any
specific project.
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12/09/2024

ORDINANCE NO. 2545

| hereby certify that the foregoing Ordinance was PASSED, APPROVED, and
ADOPTED by the people of the City of Redwood City voting on the 5th day of
November 2024.

= oi

Jeff Gee
Mayor of the City of Redwood City

> |

1:. (ast—
"

Yessika Castro, CMC, CPMC
City Clerk of Redwood City

| hereby approve the foregoing Ordinance
This 9" day of December 2024.

= S

Jeff Gee
Mayor of the City of Redwood City

ORDINANCE NO. 2545
MUFF NO. 305
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