
MOTION
BUDGET & FINANCE

Over the last decade, there has been a substantial increase in business activities conducted 
online. This trend continues to grow exponentially as consumer choices gravitate to purchasing 
products and services via the internet. In some industries, businesses have transitioned the majority of 
their tangible product deliveries to digital formats. It is important that the existing tax provisions within 
the Los Angeles Municipal Code are relevant to the way businesses generate revenue from digital 
goods. Examples of digital goods include the electronic delivery, downloading or streaming of video, 
movie, music, e-books, reading materials, artwork, drawings, electronic greeting cards, photographs, 
ring tones, mobile applications, games, downloadable software, internet radio or television, streaming 
media, digital subscriptions, cloud-based applications, and online games.

It is in the interest of the City to ensure that this rapidly expanding business sector be 
encouraged to locate, develop and remain here. To remain competitive and given the added geographic 
flexibility of online business activities, the City must update its codes to reflect current technological 
developments and the evolving nature of the online marketplace.

The Los Angeles Municipal Code has been previously amended to address certain internet 
business activities under Section 21.41(c) Internet-Based Applications Service Providers and Section 
21.41(d) Internet-Based Data Manipulation. However, other tax ordinances for wholesale and retail 
sales pertain to tangible items and as such do not recognize the aspects of sales involving digital goods. 
Since digital goods are deemed intangible, such products are not classified under the wholesale and 
retail business categories. Currently, digital goods are classified which Section 21.49(c) Professions 
and Occupations, which also covers business activities not specifically taxed by other provisions of the 
ordinance.

The Office of Finance has proposed that the Los Angeles Municipal Code, Section 21.41 be 
amended to include a new subsection applicable to businesses that provide digital goods. Such 
businesses would then pay the same tax rate that is applied to businesses that generate revenues as 
internet based businesses under current LAMC section 21.41 (c) and (d).

I THEREFORE MOVE that the Council, request the City Attorney, in consultation with the 
Office of Finance, to prepare and present an ordinance to amend to Section 21.41 of the Los Angeles 
Municipal Code that adds a subsection applicable to Digital Goods Providers.

I FURTHER MOVE that the City Administrative Officer be instructed to conduct a financial 
and economic impact analysis of transferring the applicable businesses from the tax category of 
“Professions and Occupations” to “Digital Goods Providers.”
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