ORDINANCENO. 189017

Amend the Business License Law to increase the tax rate and increase the Owners
Compensation Deduction (Ordinance; amend Code Chapter 7.02)

The City of Portland Ordains:

Section 1.  The Council finds:

1. City Council expressed interest in increasing the OC Deduction to $125,000 in
2007 and restated that intent again in a FY 2013-14 budget note.

2. As a part of the FY 2018-19 budget process, City Council approved an increase
in the Business License tax rate from 2.2 percent to 2.6 percent and to offset
some of the tax impacts to smaller businesses by increasing the Owner’s
Compensation Deduction to $125,000. These changes would result in an
estimated $15.3 million in additional revenues per tax year to stabilize the budget
for homeless services, invest more in moving people out of shelters and into
housing, fund programs in the Police Bureau that support community-centered
policing, add resources to trash and graffiti cleanup, and to provide additional
small business support.

NOW, THEREFORE, The Council directs:

a. City Code Section 7.02.500 Tax Rate is hereby amended as follows:

7.02.500 Tax Rate.

A. The tax established by the Business License Law is 2.2
percent of adjusted net income, for tax years beginning on or
before December 31, 2017. For tax years beginning on or
after January 1, 2018, the tax is 2.6 percent of adjusted net

income, except as provided in Subsections B., C., D. and E.
of this Section.

Remainder of Section is unchanged.

b. City Code Section 7.02.600 Income Determinations is hereby amended as
follows:
7.02.600 Income Determinations.
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A. Owners Compensation Deductions. “Owners Compensation
Deduction” is defined as the additional deduction allowed in
Subsections B., C. and D. below. The owners compensation
deduction is indexed (beginning in January 1999) by the
Consumers Price Index - All Urban Consumers (CPI-U) US
City Average as published by the US Department of Labor,
Bureau of Labor Statistics, using the September to September
index, not seasonally adjusted (unadjusted index). The
Division determines the exact deduction amount and publishes
the amount on forms. Any increase or decrease under this
paragraph that is not a multiple of $500 will be rounded up or
down to the next multiple of $500 at the Division’s discretion.

1. For tax years beginning on or after January 1, 2007, the
Owners Compensation Deduction cannot exceed
$80,000 per owner as defined in Subsections B., C. and
D. below. For tax years beginning on or after January
1, 2008, the Owners Compensation Deduction will be
indexed as described above.

2. For tax years beginning on or after January 1, 2013, the
Owners Compensation Deduction cannot exceed
$90,500 per owner as defined in Subsections B., C. and
D. below.

3. For tax years beginning on or after January 1, 2014, the
Owners Compensation Deduction cannot exceed
$100,000 per owner as defined in Subsections B., C.
and D. below. For tax years beginning on or after
January 1, 2015, the Owners Compensation Deduction
will be indexed as described above.

4. For tax years beqinning on or after January 1, 2018, the
Owners Compensation Deduction cannot exceed
$125,000 per owner as defined in Subsections B., C
and D. below. For tax years beginning on or after
January 1, 2019, the Owners Compensation Deduction
will be indexed as described above.

Remainder of Section is unchanged.
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Passed by the Council, N 13 2018
Mayor Wheeler

Prepared by: Tyler Wallace

Date Prepared: May 17, 2018
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