
CITY AND COUNTY OF SAN FRANCISCO 
Claim For Business Tax Refund 

Before completing this form. please read the instructions on the back. You have one year from the date of payment. the date the 
return accompanying the payment was due, or the date on which the amount requested on an amended return or request for refund 
form timely filed with the Tax Collector was denied or deemed denied under section 6. 15--1 (g) of Article 6 of the Business and Tax 

Regulations Code, whichever 1s later, to submit this form and supporting documentation to: 
CONTROLLER'S OFFICE, CLAIMS DIVISION, 1390 MARKET STREET, 7THFLOOR, SAN FRANCISCO, CA 94102--5402. 

You must file a separate claim for business tax refund for each type of tax. 

1. CLAIMANT'S NAME. Twilio Inc. 2. IF CLAIMANT IS A BUSINESS: 

OBA (if applicable) - - - ------ ----­

Address: 375 Beale St. Suite 300 

Type of Ownership lndi,·idual 

0 Panncrship 
San Francisco, CA 94105 

~ C orpor:uion 
Telephone· 0 Oihi:r: 

3. FEDERALTAXPAYERID#_2_6_-2_5_7_4_84_0 ___________ ~ 

4. TAX PAID INFORMATION 

Business Account Number Paid By Date Paid Receipt No. Amount Paid Period Covered 

a. 0447370 Tw,110 Inc July 2 2020 84015172363 $16.466.754 11 06101 /2009 - 12/3112018 

b. 0447370 Tw,110 Inc April 2 2018 S387.977 89 01/0112009- 12i31/201i 

c. I 
5. BASIS OF CLAIM: State all facts that support your refund claim If your claim Applicable Tax (check one) 
applies to only a portion of the tax paid. please explain the portion to which it applies 0 Payroll Expense Tax 

0 Gross Receipts Tax 

Please see attached. 0 Registration Fee 
D I lomelessncss Cirnss Receipts T:ix 
D Commercial Rents 1 ax 
D Traffic Con~estion \litigation Tax 
0 Tourism lrnpr,l\emcnt Dis1ric1 Fcc 
D :.fosconc Expansion Districl r cc 
D Transient Occupancy rax 
0 l'arking I ax 
0 .-\ccess Line Tax 

.o l tilit) l sers ·1 ax ( other than n :T) 
D Cigarcitc Littcr i\batcmcnl Fee 
G] Telephone Lscrs Tax ( n I ) 
0 Stadium Operator .-\dmis~ion Ta., 
D Sugary Drinks ·1 ax 

6. REFUND AMOUNT REQUESTED: S rn as~ m 

7. DATE AMOUNT REQUESTED FROM THE TAX COLLECTOR WAS DENIED OR DEEMED DENIED (IF 
APPLICABLE): _N_IA _ _____ _ 

8. SIGNATURE OF CLAIMANT OR REPRESENTATIVE: I certify under penalty of pequry that I am the taxpayer 
(including an officer, general partner. member manager. executor. trustee, fiduciary. or other individual with authority to bind the 
taxpayer), or agent of the taxpayer authorized to sign this form on behalf of the taxpayer (attach authorization) . and that the 
information on this Claim lor,81JS1ne.ss Tax Refund form 1s. to the best of my knowledge and belief, true and correct 

(_,,,._ / f I • I r··, • 

X ~ / A-' <' J. ,, rJ ·:) ..... ~~' 
~ / ..: ./ :- . { I ,' l ! J I 

- ' ~--------Signature Date , 

Print Name! 
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UJ V> July 20, 2020 

Controller's Office 
Claims Division 
1390 Market Street, 7th Floor 
San Francisco, CA 94102-5402 

Re: Power of Attorney Declaration to Represent Twilio Inc. 
FEIN #: 26-2574840 
Business Account #: 0447370 

To Whom it May Concern: 

Eversheds Sutherland (US) LLP 
999 Peachtree St., N.E., Suite 2300 
Atlanta, GA 30309·3996 

D: +1 404.853.8579 
F: +1 404,853.8806 

erictresh@ 
eversheds-sutherland .com 

This letter is to certify that Twilio Inc. ("Twilio"} authorizes the following attorneys as its 
representatives with regard to Twilio's Claims for Business Tax Refund for Telephone Users Tax 
and Access Line Tax: 

Name Address Phone Email 
Number 

Eric S. Tresh Eversheds Sutherland (US) LLP ( 404) 853-8579 erictresh@eversheds 
999 Peachtree St. NE, -suthl;lrla nd. com 
Suite 2300 
Atlanta, GA 30309 

Timothy A. Eversheds Sutherland (US) LLP (916) 844-2826 tim gu stafson@evers 
Gustafson 500 Capitol Mall, #1750 ~ 

Sacramento, CA 95814 sutherland.com 

Elizabeth S. Cha Eversheds Sutherland (US) LLP (202) 383-0533 lizcha@evecsbgds-
700 6th Street NW ~uther la nd. {.;Om 
Washington, D.C. 20001 

Twilio authorizes the above representatives to perform any action Twilio itself may 
perform to resolve issues with the San Francisco Controller's Officer for the taxes and tax 
periods listed below: 

Telephone Users Tax: January 1, 2009 - December 31, 2018 

Access Line Tax: January 1, 2009 - December 31, 2018 

Eversheds Sutherland (US) LLP is part of a global legal practice, operating through various separate and distinct legal entitles, under 
Eversheds Sutherland. For a full description of the structure lr815! list or offices, please visit www.eversheds·suther1and.com. Exhibit F 
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Controller's Office 
July 20, 2020 
Page 2 

Please contact Liz Cha at (2.02) 383-0533 or li:zcha@eversheds-sutherland.com if you have any 
questions or require additional information related to this matter. 

nr.QlfflF'™ll6 
Controller, Twilio Inc. 

Eric Tresh 
Partner, Eversheds Sutherland 
(US) LLP 

186 

20-211] -:>020 
Date 

July 20, 2020 
Date 
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Twilio Inc. 
Attachment for Claim for Refund 

Pursuant to San Francisco Business and Tax Regulations Code Sections 1 6.13-5 and 6.15-1, 
Twilio Inc. ("Taxpayer" or "Twilio") submits this Claim for Refund ("Claim") for $16,854,732. Of this 
amount, $16,466,754.11 is related to erroneously and illegally assessed Telephone Users Tax ("TUT"), 
interest, and penalties paid on July 2, 2020 pursuant to the San Francisco Tax Collector's Decision on 
Petition for Redetermination dated May 22, 2020, and $387,977.89 is related to erroneously paid TUT 
and interest paid on April 2, 2018. The tax periods for which the Taxpayer claims a refund are June 1, 
2009 through December 31, 2018 ("Period in Issue"). A copy of the Tax Collector's Decision is attached 
as Exhibit A. 

Concurrent with this request, Taxpayer is filing a claim for refund with the Controller for Access 
Line Tax (''ALT") erroneously and illegally assessed against Taxpayer and paid pursuant to the Tax 
Collector's Decision on Petition for Redetermination. Because the claim for refund for ALT involves 
similar facts and issues, Taxpayer requests that this Claim and the claim for ALT be evaluated 
concurrently. 

1. Procedural Background 

Twilio contacted the City of San Francisco (the "City") in 2016 to obtain confirmation that the 
TUT did not apply to its services. Following a series of discussions, on November 18, 2016, Twilio 
submitted a letter to the City requesting written confirmation that the TUT does not apply to Twilio's 
services. A copy of the letter is attached as Exhibit B. This letter provided a detailed explanation of 
Twilio's services, and explained why the TUT is not applicable. 

On October 6, 2017, Twilio agreed to participate in the City's voluntary compliance program 
whereby, in a good faith attempt to avoid a dispute with the City, Twilio agreed to pay the TUT on a 
small portion of its services, notwithstanding Twilio's position that the TUT did not apply at all. As part 
of the program, the City requested additional data and Twilio responded to the City's information 
requests on February 13, 2018, February 23, 2018, and October 1, 2018. Twilio also filed monthly TUT 
returns for tax periods January 1, 2009 through December 31, 2017 and submitted a check in the 
amount of $387,977.89 as payment for TUT and interest for these tax periods. 

Twilio subsequently met with representatives from the City to continue to discuss why its 
services were not subject to the TUT. During this meeting, despite multiple requests, the City audit 
staff did not explain why the City believed the TUT applied to Twilio's services. 

After the meeting, the City notified Twilio's representatives by email that the City would be 
preparing a Notice of Tax Deficiency ("Notice") for Twilio for the Period in Issue. Twilio's representatives 
inquired whether the City would also be providing a detailed description in writing of the City's position. 
On January 28, 2019, the City responded that it would be preparing a Notice of Tax Determination, after 
which Twilio would have 30 days to petition for redetermination and request a hearing with the Tax 
Collector. On July 18, 2019, the City issued a Notice for the Period in Issue. The Notice asserted a TUT 
payment deficiency of $15,672,004.64, including penalties and interest. 

On August 15, 2019, Twilio filed a petition for redetermination with the Tax Collector and a 
hearing was held on December 19, 2019. At the hearing, the Tax Collector requested additional 
documentation which Twilio provided on January 31, 2020. The City did not respond to the additional 
documentation and on May 22, 2020, the Tax Collector issued his Decision on Petition for 
Redetermination . The Tax Collector reaffirmed the City's prior position with an updated assessment, 
including additional interest, of $16,466,754.11. 

1 All statutory references are to the San Francisco Business and Tax Regulations Code unless 
otherwise indicated. 
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2. Statement of Facts 

Twilio's primary service is to provide access to cloud software platforms featuring Twilio's 
proprietary application programming interfaces ("APis"). An API is software consisting of a set of 
routines and protocols that streamline software-to-software interactions by specifying "ground rules" or 
"a common language" through which software components interact. Twilio's APls are not user 
interfaces, but rather they are "building blocks" upon which a third-party developer may program user­
facing software applications, including mobile, web-based and desktop applications. The purpose of 
Twilio's APis is to simplify and facilitate the development and integration of various capabilities, including 
communications capabilities, into software applications, which the developers may then market and 
distribute to end users or businesses. Twilio's platform provides developers with access to its APis, pre­
defined software libraries and sample code. 

Twilio does not own any physical telecommunications network infrastructure or 
telecommunications network switches. Any communications services that are used as part of the 
provision of Twilio's services are developed, maintained and sold by third-party telecommunications 
providers for use by Twilio's customers, or Twilio's customer's customers. Twilio has agreements with 
telecommunications carriers, mobile network operators, and real-time data information service 
providers that facilitates connections to and from Twilio's APis. 

The Twilio platform provides APis and libraries that enable developers to create applications 
using the following services: 

1) Voice: Twilio provides APis and software development kits that enable developers to build 
calling capabilities within web and mobile applications. 

2) Messaging: With Twilio's AP! platform, developers can program SMS and MMS functionality 
into their applications. 

3) Video: With Twilio's API platform, developers can add voice and video to web and mobile 
applications. 

4) Numbers: The phone numbers product line offers customers programmatic methods of 
purchasing, configuring, and using phone numbers for making and receiving phone calls or 
sending and receiving text messages. 

5) Authentication: Twilio provides APis that enable developers to incorporate secure 
authentication measures into their web and mobile applications. 

Twilio charges no upfront fees - developers pay solely for their respective customers' usage of 
applications built using Twilio's platform and APis. Twilio charges its customers for the amount of AP! 
service they require based on how often they use the APis. Twilio's pricing encourages innovation by 
offering a level playing field of access to Twilio's small and large business customers. Customers only 
pay for the amount of API service they use. This pricing arrangement also protects Twilio from having 
any one customer monopolize its cloud platform resources. 

Twilio also resells telephone numbers to its customers at a flat rate (similar to companies like 
Oracle and Cisco that provide "session manager" and "session border controller" software). From June 
1, 2009 until August 2018, when purchasing telecommunications services, Twilio paid TUT to 
telecommunications service providers for services and numbers in the amounts indicated on invoices 
provided to the City. 

In 2017, Twilio engaged Deloitte to determine what portion of its services could be deemed 
associated with the costs that Twilio incurs for telecommunications services, which costs are passed 
through to its customers. Deloitte determined that the value Twilio provides to its customers is primarily 
contained within its APis, which bridge its customer's software applications with third-party 
telecommunications services. Deloitte determined that 95 percent of Twilio's revenues are related to 
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its API and platform services, and 5 percent of Twilio's revenues contain what might be considered a 
telecommunications component. Deloitte further determined that Twilio's costs and value associated 
with its telephone number resale services resides in the "session manager" service and not the phone 
number. Deloitte determined 90 percent of the charge to customers for such services relates not to the 
phone number but to the "session manager" component of the service. Twilio could sell the APis on a 
stand-alone basis and require its customers to purchase access to telecommunications services directly 
from third-party providers. Additional information regarding the cost structure of Twilio's services is 
contained in the Deloitte study, a copy of which is attached hereto as Exhibit C and made a part hereof. 

3. Arguments in Support of Claim for Refund 

Twilio disagrees with the Tax Collector's Decision on Petition for Redetermination, which alleges 
the understated measure of tax, penalties, and interest in the amount of $16,854,732 as being contrary 
to the TUT ordinance, San Francisco Business and Tax Reg. Code, Art. 10, § 701 et seq. 

The grounds in support of this Claim include, but are not limited to, the following : 

A. Twilio's APis Are Not "Telephone Communications Services" and Not Subject to the 
TUT 

Twilio's API services are not "telephone communications services" as that term is defined in 
Section 703(j) of the City's TUT ordinance. 2 Twilio's primary service, and the reason why customers 
engage Twilio, is the provision its cloud software platform and its proprietary APis. The APis are not 
telephone communications services but instead are building blocks that enable developer-customers to 
create applications with communication functions. While Twilio's APis assist developers with building 
communication functionality into their software applications, the APis do not transmit or convey voice, 
data, audio, video, or any other information using wire, fiber optic, coaxial cable, power line 
transmission, light wave, laser, microwave, radio wave, satellite or any other form of wireless 
transmission. 

End users of software applications that utilize Twilio's APis may use the application to transmit 
data via telecommunications networks that are owned and maintained by third-party providers. Twilio's 
APis provide components that allow for the reformatting of data so that it may be transmitted, but the 
APis do not themselves perform the transmission and Twilio does not support the networks by which 
the transmission takes place. Twilio's APis do not directly provide end users with connectivity, but 
rather provide a bridge through which third-party software and telecommunications networks may 
interact. 

Twilio provides a software product and its customers integrate that product into applications 
such that data may be received and reformatted for transmission. Similar to installing an outlet to 
receive energy from an electrical company, or installing a faucet to use water from a water company, 
Twilio's customers seek out the APis for the ability to integrate communication capabilities into the 
customers' software applications; they do not seek out Twilio for access to telephone communications 
services. 

Lastly, the definition of "Telephone Communications Services" in the TUT ordinance includes 
"Ancillary Telephone Communications Services," which is defined as "services associated with or 
incidental to the provision, use or enjoyment of telephone communications services."3 Because Twilio's 
API services do not qualify as "Telephone Communications Services," the services cannot qualify as 

2 The TUT's definition of "Telephone Communications Services" means "transmission, conveyance, or 
routing of voice, data, audio, video, or any other information or signals to a point, or between or 
among points, whatever the technology used, including without limitation wire, fiber optic, coaxial 
cable, power line transmission, light wave, laser, microwave, radio wave, satellite or any other form of 
wireless transmission." San Francisco Business and Tax Reg. Code, Art. 10, § 703(j). 
3 San Francisco Business and Tax Reg. Code, Art. 10, § 701(a). 
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"ancillary telephone communications services." Ancillary telephone communications services can only 
exist to the extent a taxpayer is also providing telephone communications services. Twilio's API services 
likewise do not fall under the definition of ancillary services and therefore are not subject to the TUT. 

B. Twilio's Services Are Not Provided or Used within the City of San Francisco 

The City lacks jurisdiction to tax Twilio's services under the plain language of the TUT ordinance, 
the Mobile Telecommunications Sourcing Act of 2000 ("MTSA"), and Constitutional law. It is well 
established that "the power to levy a tax must be drawn from express statutory authority and the statute 
must be strictly construed in favor of the taxpayer and against the taxing body ."4 In almost all scenarios, 
the location of use of Twilio's services (including the telecommunications services which Twilio passes 
on to its customers) is not San Francisco and therefore Twilio's services cannot be subject to the TUT. 

The City imposes TUT on "every person, other than a telephone communications service 
supplier, who uses telephone communications service in the City" and the TUT applies to "all charges 
for telephone communications service within the City's tax jurisdiction."5 However, the 
telecommunications services provided to Twilio that are then used by Twilio's customers are not used 
in the City. In order to use Twilio's API services, an end user must first utilize a device that has 
telecommunications connectivity. The connectivity and services utilized by such device are provided by 
a third-party telecommunications service provider to the device user. To be clear, these are not the 
telecommunications services that are purchased by Twilio and passed on to Twilio's customers; these 
telecommunications services are purchased directly from telecommunications carriers by end users. 
When the end user receives a phone call from a hired driver or a text message from a restaurant 
indicating that a table is ready, the end user is only able to connect to such services and receive such 
communications because of the telecommunications services that it contracts for directly with third­
party telecommunications service providers. If such an end user has a telephone account with a situs 
in the City, the City applies the TUT to charges for telecommunications services billed to that account. 

In each instance, the end users of these services speak, type or otherwise communicate through 
their connected device to generate a series of signals. Those signals are then sent through telephone 
lines, internet routers and other hardware that make up the national and international patchwork of 
telecommunications infrastructure. If the end user is using services that interact with Twilio's APis, the 
signals are routed to Twilio's servers which are hosted by Amazon Web Services that are located in 
Virginia. It is only after these signals reach the servers that Twilio's APis perform their services of 
receiving, interpreting, routing or responding to these signals. Twilio pays third-party 
telecommunications service providers to provide connectivity and other telecommunications services to 
these servers. 

Hence, use of telecommunications services purchased by Twilio is almost exclusively used 
outside the City. The City has made no showing that Twilio's services are used in the City. Instead, the 
City relies on the "rebuttable presumption" provided in the TUT ordinance that "service billed to a billing 
address or provided to a service address in the City is used, in whole or in part, within the City's 
boundaries" and that such service is subject to the TUT. 6 Twilio has provided the City with sufficient 
facts to affirmatively rebut this presumption. Applying these facts, the plain language of the TUT 
ordinance precludes its application to Twilio's services. 

Further, the scope of services subject to the TUT is federally preempted and limited by the 
MTSA. 7 Under the MTSA, telecommunications services are "sourced" to the customer's "place of primary 

4 Los Angeles Brewing Co. v. City of Los Angeles, 8 Cal.App.2d 379, 384 (1935) (citing R. C.A. 
Photophone, Inc., v. Huffman, 42 P.2d 1059 (Cal. App. 1935)). 
5 San Francisco Business and Tax Reg. Code, Art . 10, § 703(a) . 
6 San Francisco Business and Tax Reg. Code, Art. 10, § 703(a). 
7 The language of the TUT ordinance acknowledges this preemption, stating that it would apply to "all 
charges for telephone communications service within the City's tax jurisdiction, such as charges billed 

190 Exhibit F 
Page 8 of 14 



use," which is defined as the customer's residential or primary business address, which must be located 
in the service provider's licensed service area. The term "licensed service area" means the geographic 
area in which the home service provider is authorized by law or contract to provide commercial mobile 
radio service to the customer. As noted above, Twilio does not own or operate any telecommunications 
facilities, and is not authorized by law or contract to provide commercial mobile radio service. Therefore, 
Twilio does not have a "licensed service area" for the purposes of the MTSA. 

Even if a portion of Twilio's services can be characterized as telecommunications service, under 
the MTSA the taxing jurisdiction in which the "place of primary use" is located is the only jurisdiction 
that may tax the telecommunications service, regardless of where the mobile telecommunication 
services originate, terminate, or pass through. 8 The City's Notice is not based on the "place of primary 
use" of these end users, as required by the MTSA. Thus, there is insufficient jurisdictional support for 
the City's Notice. 

Moreover, the application of TUT to Twilio's AP! services conflicts with Constitutional principles. 
Under the four-pronged test originated in Complete Auto Transit, Inc. v. Brady, a state tax will withstand 
scrutiny under the Commerce Clause only if "the tax is applied to an activity with a substantial nexus 
with the taxing State, is fairly apportioned, does not discriminate against interstate commerce, and is 
fairly related to the services provided by the State."9 Here, there is insufficient nexus between Twilio's 
AP! services and the City to support the City's assessment even for San Francisco-based users of apps 
that rely on Twilio's API services. An individual must use a third-party telecommunications or Internet 
access service for Twilio's API services to function. The third-party telecommunications or Internet 
service links the app to Twilio's AP! services, which run on servers outside of the City, and the APis then 
send data back to third-party telecommunications or Internet service. None of Twilio's API services 
occur in the City and the City lacks sufficient nexus to impose TUT on a service that takes place wholly 
outside of its borders. 

Additionally, the City's imposition of the TUT is not fairly apportioned for the purposes of the 
Complete Auto test. 10 As applied to Twilio's services, the TUT is not internally consistent because it 
would subject Twilio to double-taxation in San Francisco and Virginia, where the API servers are located, 
if Virginia were to impose an identical tax. Further, because Twilio's API services occur entirely outside 
of the City, the TUT is not externally consistent because it seeks to tax more than the portion of the 
revenues from the interstate activity which reasonably reflects the in-City component of the activity 
being taxed . 11 

Finally, under Goldberg v. Sweet, for a taxing authority to have sufficient nexus over 
telecommunication services, there must be an origination or termination of the service in the jurisdiction 
and a billing or service address in the jurisdiction. 12 Here, Twilio's services take place at Amazon Web 
Services in Virginia and before delivery via third-party telecommunications providers. Therefore, Twilio's 
services lack the necessary "origination" or "termination" in the City to support nexus for the purposes 
of the TUT. Accordingly, there is only a remote risk that additional TUT is due on Twilio's services. 

C. Twilio Purchases Telecommunications Services From Unrelated Telecommunications 
Companies, Pays Applicable TUT and Passes These Costs Through to its Customers 

Twilio is not a user of the telecommunications services that it purchases from third-party 
telecommunications service providers and consequently is not obligated to pay the TUT as a service 

to a telephone account having a situs in the City as permitted by the [MTSA] ." San Francisco Business 
and Tax Reg. Code, Art . 10, § 703(a). 
8 4 u.s.c. § 117(b). 
9 Complete Auto Transit, Inc. v. Brady, 430 U.S. 274, 278-279 (1977). 
10 Id. 
11 Goldberg v. Sweet, 488 U.S. 252, 262 (1989) (citation omitted). 
12 Id. at 263. 
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user. The telecommunications services that Twilio purchases from third-party telecommunications 
service providers are passed through to Twilio's customers who then integrate such functionality into 
software applications which are then marketed and distributed by Twilio's customers to end users. 
However, for a majority of the Period in Issue, Twilio paid the TUT when it purchased telecommunications 
services from third-party telecommunications service providers and Twilio passed on to its customers 
the costs charged by the third-party telecommunications service providers for the services and the TUT 
charge. 

Twilio purchases telecommunications services from third-party telecommunications service 
providers and then passes these services on to its customers. From June 1, 2009 until August 2018, 
the third-party telecommunications service providers calculated TUT obligations for the 
telecommunications services that were sold to Twilio and charged such TUT obligation to Twilio, which 
charges were separately stated in the invoices provided to Twilio. Twilio paid the full amount of these 
invoices, including TUT charges associated with these telecommunications services. On January 31, 
2020, Twilio submitted sample invoices from third-party telecommunications service providers, 
Inteliquent and Bandwidth, showing payment of TUT by Twilio during the Period in Issue. Inteliquent 
and Bandwidth are just two of the many carriers Twilio contracts with for telecommunications services. 
A copy of the invoices are attached as Exhibit D. 13 

Twilio does not consume or use up any portion of the telecommunications services that it 
purchases and merely passes on such services to its customers. Charges from third-party service 
providers, including the TUT charges paid by Twilio to such providers, are directly related to 
telecommunications services that Twilio passes on to its customers. 

Pursuant to the TUT ordinance, the TUT is paid based upon the provision of telecommunications 
services to a user. 14 Telecommunications services are subject to the TUT when they are sold for 
consumption by a user. Thus, when the same services are sold multiple times through resellers and 
retailers of services, the TUT should be applied and collected only once, and the TUT should be collected 
only at the point when the services are sold for use. Although Twilio is not a user of these telephone 
communication services, the payment made by Twilio to the third-party providers satisfies any obligation 
that Twilio or any user of such telecommunications services would have to pay TUT for such services. 

D. Twilio is Not a Telephone Communications Services Supplier 

Twilio is not a "telephone communications service supplier" under the definition in Section 
703(k) or a "service supplier" under the definition in Section 703(h) and is not obligated to collect the 
TUT from service users. 

Twilio purchases telecommunications services from third-party telecommunications service 
providers, but Twilio does not provide those services to the end users of such services. Twilio's 
customers are developers that are seeking to build communication functionality into software 
applications. Twilio's customers are not the primary users of such applications and these communication 
functions. The applications and rights to their use, including the communications functionality, are 
marketed and distributed by Twilio's customers to end users. Twilio does not participate in the provision 
of the applications or their services to end users. As a result, Twilio is not a telephone communications 
service supplier. 

To the extent that the Tax Collector asserts that Twilio is a telephone communications service 
supplier because it is required to collect and remit the TUT, such assertion is circular and void. 

13 Upon receipt of these invoices showing that the TUT already had been paid on the third-party 
telecommunications services, the City did not reduce its assessment against Twilio, therefore resulting 
in the same telecommunications services being taxed twice. 
14 San Francisco Business and Tax Reg. Code, Art. 10, § 703(a). 

192 Exhibit F 
Page 10 of 14 



E. Applying the TUT to Twilio's API Services is Inconsistent with the History and Intent 
of the TUT 

The history of the TUT demonstrates that the TUT should not apply to Twilio's software services. 
The TUT, first imposed in 1970, is the City's utility users tax for telephone services. The current 
ordinance was approved by voters in 2008. The impetus for the 2008 TUT changes was the U.S. 
Treasury Department's issuance of Revenue Notice 2006-50 on May 25, 2006, announcing that the 
Internal Revenue Service would no longer interpret the Federal Excise Tax, 26 United States Code § 
4251 ("FET") to apply to toll telephone services billed on the basis of time only, and to certain other 
"bundled" services. Revenue Notice 2006-50 presented potential revenue issues for the City because 
the original TUT ordinance referred to the FET for identifying the taxable types of Telephone 
Communication Services, and the types of services that were exempt from the TUT. 15 The purpose of 
the 2008 TUT amendment was to retain the status quo that existed prior to the issuance of Revenue 
Notice 2006-50. 16 The San Francisco Board of Supervisors specifically interpreted the 2008 TUT changes 
as not including any additional Telephone Communication Services that were not subject to the TUT 
before. 17 There is no indication that the TUT was ever intended to apply to software services. This is 
why the definition of "Telephone Communications Service" specifically does not include Internet access 
services to the extent they are exempt from taxation under the Internet Tax Freedom Act, 47 U.S.C. 
151, video programming services, and digital downloads, such as downloads of books, music, video, 
ringtones, games and similar digital products. 18 

F. Applying the TUT to Twilio's API Services Violates Proposition 218 

The City did not provide any workpapers or explanation with the Notice showing the basis for 
and calculations supporting its assessment. Nevertheless, the City issued the Notice which applied the 
TUT to a percentage of Twilio's revenues. The City's attempted imposition of TUT to Twilio's services is 
contrary to the TUT ordinance and is a change in methodology that results in a higher amount of tax 
levied on Twilio's customers. This is therefore a "local tax increase" for the purposes of Proposition 218 
that cannot be asserted unless it is approved by a majority of voters. 19 

G. The TUT Does Not Apply to Twilio's Services Under California's "True Object" Test 

To the extent that Twilio's services contain a telecommunications component, the TUT does not 
apply because telecommunications services is not the "true object" of the transaction between Twilio 
and its customers but rather a de minimis and incidental portion thereof. 

California has adopted the "true object" test in determining whether a bundled transaction 
involves the taxable sale of tangible personal property for sales tax purposes or the transfer of tangible 
personal property incidental to the performance of a nontaxable service. 20 If the true object of the 
contract is the service per se, the transaction is not subject to tax even though some tangible personal 
property is transferred. 21 Pursuant to Cal. Admin. Code, tit. 18, § 1501, the key factor in the true object 

15 See Ordinance No. 145-08 (2008), Final Legislative Amendments, File No. 080792 (July 14, 2018). 
16 Id. at 12-13. 
17 Id. 
18 San Francisco Business and Tax Reg. Code, Art. 10, § 703(f). 
19 Proposition 218, which added Article XIII C to the California Constitution, requires any local tax 
increase to be approved by a majority of the voters. Cal. Const. Art. XIII C, § 2(b). A tax is 
"increased" if a city either increases any applicable rate used to calculate the tax, or revises the 
methodology by which the tax is calculated if that revision results in an increased amount being levied 
on any person or parcel. Cal. Gov. Code§ 53750(h)(1). 
2° Cal. Adm in. Code, tit . 18, § 1501; see also Navistar Int'/ Trans. Corp. v. State Bd. of Equalization, 8 
Cal. 4th 868, 875-876 (1994) (holding that the true object test did not apply to a taxpayer's purchase 
of documents for their own sake and not incidental to a service). 
z1 Id. 
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test is determining "the real object sought by the buyer the service per se or the property produced by 
the service."22 Although state regulations and cases for the treatment of bundled sales for sales tax 
purposes are not controlling as to the application of San Francisco's TUT, they are relevant to ensuring 
the consistent treatment of software service transactions across different tax types. 23 

The TUT ordinance provides the ability to unbundle taxable and nontaxable services that are 
billed together so long as the seller's books and records indicate which portions of a transaction are 
subject to TUT. 24 To the extent that the true object of a transaction is a non-taxable service, the 
transaction should not be taxable notwithstanding any other rules regarding bundled transactions. 
Instead, the entire invoice would be non-taxable. 

The true object of Twilio's transactions with customers is access to Twilio's APis and software 
services. When Twilio resells telephone numbers to its customers, the costs and value associated with 
the service resides in the "session manager" service and not the phone number. Twilio's customers are 
able to purchase telephone numbers directly from the telecommunications service provider. As stated 
in the Deloitte report, 90 percent of the charge to customers relates not to the phone number but to 
the nontaxable "session manager" service. Therefore, the phone number is an incidental component of 
the service package provided by Twilio and Twilio's services should not be subject to the TUT for these 
reasons. 

H. Application of the TUT to Twilio's Services is Preempted by the Internet Tax Freedom 
Act Because Such Application of the TUT Would Discriminate Against Electronic 
Commerce 

Applying the TUT to Twilio's APis discriminates against electronic commerce in violation of the 
Internet Tax Freedom Act ("ITFA") because it would apply a tax to the APis, which provide services via 
software, that is not applied to similar services provided via hardware. ITFA, as relevant to this matter, 
prohibits state or local governments from imposing: 1) taxes on Internet access; and 2) discriminatory 
taxes on electronic commerce. 25 ITFA's ban on discriminatory taxation of electronic commerce prohibits 
states and localities from imposing tax on electronic commerce that is not imposed on "transactions 
involving similar property, goods, services, or information accomplished through other means," or 
imposing tax on electronic commerce at a higher rate. 26 This provision is generally understood as 
prohibiting state and local taxing authorities from imposing discriminatory taxes on electronic commerce 
that would thereby stifle its development (e.g., the sale of a book from a brick-and-mortar store from 
being taxed at a lower rate than the sale of an e-book). 

The TUT is not currently applied to routing and "session manager" services provided by 
companies such as Oracle and Cisco. If applied to the APis, the TUT would be applied to such services 
only in the instance that those services are provided via a cloud-based platform. Therefore, application 
of the TUT to the APis places a greater tax burden on companies that provide cloud based services, and 
thus, discriminates against a form of electronic commerce. 

The true indication that Twilio provides the same services as its competitors is that Twilio's 
solutions are replacements, not complements, of its competitors' traditional solutions. Twilio's customer 
base includes numerous "takeouts," or customers that have switched from competitors' solutions to 

22 Id. 
23 See Microsoft Corp. v. Franchise Tax Bd., 212 Cal.App.4th 78, 90 (2012) (finding that sales tax 
regulations which characterized software licenses as intangible personal property were relevant to the 
characterization of the same licenses for franchise tax purposes). 
24 San Francisco Business and Tax Reg . Code, Art. 10, § 703(f). 

2s ITFA § 1101(a)(1)-(2). 

2& Id. at§ 1105(2)(A). 
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solutions provided by Twilio. Twilio is able to offer the same services, but at a more competitive price, 
since the customer does not need to procure hardware and storage space to receive these capabilities. 

I. The TUT Ordinance is Void for Vagueness and thus Unconstitutional and 
Unenforceable 

The TUT ordinance violates due process of law because the definitional sections of the ordinance 
are vague and circular. 

"A facial challenge to the constitutional validity of a statute or ordinance considers only the text 
of the measure itself, not its application to the particular circumstances of an individual."27 A vagueness 
challenge will be rejected if the challenged ordinance "(1) gives fair notice of the practice to be avoided, 
and (2) provides reasonably adequate standards to guide enforcement."28 

However, an ordinance imposing a tax will be found to be unconstitutionally vague if it is not 
sufficiently explicit to inform those who are subject to it what conduct on their part will render them 
liable to such tax. An ordinance is not sufficiently explicit where the definitions used in determining 
parties subject to the tax are circular. 29 

The TUT is imposed "every person, other than a telephone communications service supplier, 
who uses telephone communications service in the City."30 However, a "service user" is defined as "a 
person required to pay a tax imposed under the provisions of this Article."31 Equally circular, the TUT 
is to be collected from the service user by the telephone communications service supplier. "Telephone 
communications service supplier" is then defined as "any person who provides telephone 
communications service to a user of such service within the City."32 

Both the obligation for payment of the TUT and the obligation for collection of the TUT are 
dependent upon the definition of a "service user." However, such definition is circular in that it refers 
back to any person on which the tax is imposed. For this reason, the TUT ordinance is unconstitutionally 
vague and thus void. 

J. In the Alternative, and to the Extent the TUT Applies to any of Twilio's Products and 
Services, the TUT Applies Only to that Portion of the Product or Service that Qualifies 
as Telephone Communication Services 

To the extent the TUT applies to any of Twilio's products and services, it only applies to the 
portion of a specific product or service that qualifies as telephone communication services. The TUT 
ordinance provides that a taxpayer may unbundle nontaxable components from taxable components, 
which are billed together under a single charge, by "reasonably" identifying actual charges for services 
not subject to the TUT. 33 To accomplish this, a taxpayer may use books and records that are kept in 
the regular course of the taxpayer's business and in a manner consistent with generally accepted 

27 Tobe v. City of Santa Ana (1995) 9 Cal.4th 1069, 1084. 
28 Fisher v. City of Berkeley (1984) 37 Cal.3d 644, 702. 
29 City of San Bernardino Hotel/Motel Assn. v. City of San Bernardino, 59 Cal.App.4th 237, 249 
("'Hotel' is defined to include structures used or intended to be used by 'transients,' and 'transient' is 
defined to be a person who exercises 'occupancy,' which is defined to be the use of a room in a 
'hotel."'). 
30 San Francisco Business and Tax Reg. Code, Art. 10, § 703(a). 
31 San Francisco Business and Tax Reg. Code, Art. 10, § 701(g). 
32 San Francisco Business and Tax Reg. Code, Art. 10, § 701(k). 
33 San Francisco Business and Tax Reg. Code, Art. 10, § 703(f). 
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accounting principles. 34 San Francisco has not issued guidance regarding its "reasonable" standard or 
what counts as books and records of the taxpayer. 

To satisfy the City's requirement for reasonable identification of nontaxable components, Twilio 
engaged Deloitte to perform a revenue segregation study to identify revenue possibly attributable to 
telecommunications services. Deloitte's valuation study bifurcates Twilio's APis and third-party 
telecommunications services based upon the nature of the bundled services provided by Twilio to its 
customers, the nature and value added by the APis, and what portion of the cost of goods sold could be 
attributed to the APis and the third-party telecommunications services. Based on the Deloitte study, 
approximately 5% of Twilio's revenue is attributable to the third-party telecommunications services. 

Accordingly, the Deloitte study supports the unbundling of any taxable components from Twilio's 
non-taxable products and services. On a segregated basis, the value of any telephone communication 
services component is at most approximately 5% of the charges which Twilio receives from its 
customers. 

K. Conclusion 

For the reasons discussed above, Twilio respectfully requests that the Tax Collector issue a 
determination granting Twilio's claim for refund of TUT erroneously paid. 

34 Id. 
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July 21, 2020 

Via Priority Mail 
Return Receipt Requested 
Controller's Office 
Claims Division 
1390 Market Street, 7cn Floor 
San Francisco, CA 94102-5402 

Re: Claim for Refund of Access Line Tax for Twilio, Inc. 
Tax Periods: January 1, 2009 through December 31, 2018 

To Whom it May Concern: 

Enclosed please find the following : 

Eversheds Sutherland (US) LLP 
500 Capitol Mall, Su,te 1750 
Sacramento, CA 95814 

D: +l 916.844.2826 
F: ·rl 916.241.DSOl 

timgustafson@ 
<?'1ersheds-suther1and.com 

• a Claim for Business Tax Refund (including exhibits) for San Francisco Access Line Tax in 
the amount of $22,308,977.99 paid by Twilio Inc. ("Twilio") (one original, one copy 
without exhibits); 

• a letter certifying that Twilio authorizes the attorneys named therein as its 
representatives with regard to its Claim for Business Tax Refund; and 

• a self-addressed stamped envelope. 

Please time stamp and return the copy of the Claim for Business Tax Refund using the enclosed 
envelope. 

Please contact Liz Cha at (202) 383-0533 or [1z_crLa@.~v~r5l1~QS-?U~!1-2_1J<o!n~Lrnrn 1f you have any 
questions or require additional information related to this matter. 

Sincerely, 

Timothy A. Gustafson 

Encls . 

Eversheds Sut:ierland (US) LLP 1s part of a global 12ga1 pract,cr, operating througn various separate and a,st1nct legal entitles, under 
Eversheas Sutherland. For a full aescnpt1on of the structurd.9.8 a list of offices, please '"sit www.cvcrsheds-sutherland.co"Exhibit G 
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CITY AND COUNTY OF SAN FRANCISCO 
Claim For Business Tax Refund 

Before completing this form. please read the instructions on the back. You have one year from the date of payment. the date the 
return accompanying the payment was due, or the date on which the amount requested on an amended return or request for refund 
form timely filed with the Tax Collector was denied or deemed denied under section 6.15--1 (g) of Article 6 of the Business and Tax 

Regulations Code. whichever 1s later. to submit this form and supporting documentation to 
CONTROLLER'S OFFICE, CLAIMS DIVISION, 1390 MARKET STREET, 7Tli FLOOR, SAN FRANCISCO, CA 94102-5402. 

You must file a separate claim for business tax refund for each type of tax. 

1. CLAIMANT'S NAME: Twilio Inc. 2. IF CLAIMANT IS A BUSINESS: 

OBA (if applicable): _ ____________ _ Type of Ownership Individual 

Address· 375 Beale St. Suite 300 
San Francisco. CA 94105 

D Panncrship 

[El Corporation 
Telephone: D Other: 

! 3. FEDERALTAXPAYERID#_26_~_5_7_48_4_0 ___________ ~ 

I 

4. TAX PAID INFORMATION 

Business Account Number Paid By Date Paid Receipt No. I Amount Paid Period Covered 

a 0447370 Twilio Inc. July 2, 2020 840151723s5 I s22.Joa.9n 99 06/0112009 - 12/31/2018 

b. I I \ 

C. I 
5. BASIS OF CLAIM: State all fads that support your refund claim. If your claim Applicable Tax (check one) 
applies to only a portion of the tax paid, please explain the portion to which it applies. D Payroll Expense ra."' 

D Gross Receipts Tax 

Please see attached D Regislrativn Fee 
D Homelessness Gross Receipts Tax 
D Commercial Rents l'ax 
D 1 raffic Congestion \1i1igatiM Tax 
D Tourism Improvement District Fee 
D 7' loscone Expansion District Fee 

D l"ransient Occupancy rax 

D Parking Tax 
~ Access Line ·r ax 
D l .: 1ilit) Lsers Tax (other than TUT) ·o C1!!arctte Liller Abatement Fee 
D I' 1.'l ephonc Users Tax ( fl'! ) 
D Stadium Opcrah.ir ·\dmission lax 
D Sugar) Drinks Ta.\ 

6. REFUND AMOUNT REQUESTED: S 22.308.977.99 

7. DATE AMOUNT REQUESTED FROM THE TAX COLLECTOR WAS DENIED OR DEEMED DENIED (IF 
APPLICABLE): _NI_A ______ _ 

8. SIGNATURE OF CLAIMANT OR REPRESENTATIVE: I certify under penalty of perJury that I am the taxpayer 
(including an officer. general partner, member manager. executor. trustee. fiduciary, or other individual with authority to bind the 
taxpayer) . or agent of the taxpayer authorized to sign this form on behalf of the taxpayer (attach authorization) , and that the 
information on this Claim for Business Tax Refund form is. to the best of my knowledge and beilef. true and correct 

flt I t~\( ?I- ' . 
X ~ , , ,,. .. - --/ A 1'- 1 I ,1 .,., 

• ·1 J • 1 j 

,Signature Dare / 
,,·\ 

--r.." i -I. 

Ii ,•,,tt,..., ,..• /.'. 
,-- ' 
_--:-u.It ,:1 :·~·~,. 11 ! I 

, _, .·, i~, rr: ,: !,_ f 
I ," 

t ( . ' ,. ·" ._r' r . ,, I 

Print Name· 

·" .... ,,. 
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Controller's Office 
Claims Division 
1390 Market Street, 7th Floor 
San Francisco, CA 94102-5402 

Re: Power of Attorney Declaration to Represent Twilio Inc. 
FEIN # : 26-2574840 
Business Account#: 0447370 

To Whom it May Concern: 

Eversheds Sutherland (US) LLP 
999 Peachtree St., N.E., Suite 2300 
Atlanta, GA 30309·3996 

D: +1 404.853.8579 
F: +1 404.853.6806 

erictresh@ 
eversheds-sutherla nd .com 

This letter is to certify that Twilio Inc. ("Twilio") authorizes the following attorneys as its 
representatives with regard to Twilio's Claims for Business Tax Refund for Telephone Users Tax 
and Access Line Tax: 

Name Address Phone Email 
Number 

Eric S. Tresh Eversheds Sutherland (US) LLP (404) 853-8579 erictresh@eversheds 
999 Peachtree St. NE, -sutherland.com 
Suite 2300 
Atlanta, GA 30309 

Timothy A. Eversheds Sutherland (US) LLP (916) 844-2826 t imgustafson@evers 
Gustafson 500 Capitol Mall, # 1750 heds-

Sacramento, CA 95814 sutherland .com 

Elizabeth S. Cha Eversheds Sutherland (US) LLP (202) 383-0533 lizcha@eve[sheds-
700 6th Street NW sutherland.~om 
Washington, D.C. 20001 

Twilio authorizes the above representatives to perform any action Twilio itself may 
perform to resolve issues with the San Francisco Controller's Officer for the taxes and tax 
periods listed below: 

Telephone Users Tax : January 1, 2009 - December 31, 2018 

Access Line Tax: January 1, 2009 - December 31, 2018 

Eversheds Sutherland (US) LLP is part of a global legal practice, operating through various separate and distinct legal entities, under 
Eversheds Sutherland. For a full description of the structure :316l:Oi list or offices, please visit www.eversheds-sutherland.com-Exhibit G 
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Controller's Office 
July 20, 2020 
Page 2 

Please contact Liz Cha at (202) 383-0533 or lizcha@eversheds-sutherland.com if you have any 
questions or require additional information related to this matter. 

iffJ.Mmi:"64~ 
Controller, Twilio Inc. 

Eric Tresh 
Partner, Eversheds Sutherland 
{US) LLP 

201 

20-JuJ-2020 
Date 

July 20, 2020 
Date 
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Twilio Inc. 

Twilio Inc. 
Business Account Number: 0447370 

375 Beale St., Suite 300 
San Francisco, CA 94105 

Attachment for Claim for Refund 

Pursuant to San Francisco Business and Tax Regulations Code Sections 1 6.13-5 and 6.15-1, 
Twilio Inc. ("Taxpayer" or "Twilio") submits this Claim for Refund ("Claim") for $22,308,977.99 related 
to erroneously and illegally assessed Access Line Tax ("ALT"), interest, and penalties, which were paid 
pursuant to the San Francisco Tax Collector's Decision on Petition for Redetermination dated May 22, 
2020. The tax periods for which the Taxpayer claims a refund are June 1, 2009 through December 31, 
2018 ("Period in Issue"). A copy of the Tax Collector's Decision is attached as Exhibit A. 

Concurrent with this request, Taxpayer is filing a claim for refund with the Controller for 
Telephone Users Tax ("TUT") erroneously and illegally assessed against Taxpayer and paid pursuant to 
the Tax Collector's Decision on Petition for Redetermination. Because the claim for refund for TUT 
involves similar facts and issues, Taxpayer requests that this Claim and the claim for TUT be evaluated 
concurrently. 

1. Procedural Background 

Twilio contacted the City of San Francisco (the "City") in 2016 to obtain confirmation that the 
TUT did not apply to its services. Following a series of discussions, on November 18, 2016, Twilio 
submitted a letter to the City requesting written confirmation that the TUT does not apply to Twilio's 
services. A copy of the letter is attached hereto as Exhibit B. This letter provided a detailed explanation 
of Twilio's services, and explained why the TUT is not applicable. 

On October 6, 2017, Twilio agreed to participate in the City's voluntary compliance program 
whereby, in a good faith attempt to avoid a dispute with the City, Twilio agreed to pay the TUT on a 
small portion of its services, notwithstanding Twilio's position that the TUT did not apply at all. As part 
of the program, the City requested additional data and Twilio responded to the City's information 
requests on February 13, 2018, February 23, 2018, and October 1, 2018. The City's November 8, 2017 
correspondence also requested information related to the ALT. This was the first time the ALT had been 
brought to Twilio's attention as Twilio did not believe that the ALT could be applied to its services. 

At the City's direction, Twilio began filing ALT returns on the basis that the tax applied to some 
of its offerings that related to emergency services for the periods January 1, 2018 through March 31, 
2018 and submitted payment for $89.96. However, upon further review of the ALT in the context of 
Twilio's services, Twilio determined that its services are not subject to the ALT for the reasons further 
discussed below. Thus, Twilio filed zero returns for the remaining tax periods of the Period in Issue. 

Twilio subsequently met with representatives from the City to continue to discuss why its 
services were not subject to the ALT. During this meeting, despite multiple requests, the City's audit 
staff did not explain why the City believed the ALT applied to Twilio's services. 

After the meeting, the City notified Twilio's representatives by email that the City would be 
preparing a Notice of Tax Deficiency ("Notice") forTwilio for the Periods in Issue. Twilio's representatives 
inquired whether the City would also be providing a detailed description in writing of the City's position. 
On January 28, 2019, the City responded that it would be preparing a Notice of Tax Determination, after 
which Twilio would have 30 days to petition for redetermination and request a hearing with the Tax 
Collector. On July 18, 2019, the City issued a Notice for the Period in Issue. The Notice asserted an 
ALT payment deficiency of $21,252,373.06, including penalties and interest. 

On August 15, 2019, Twilio filed a petition for redetermination with the Tax Collector and a 
hearing was held on December 19, 2019. At the hearing, the Tax Collector requested additional 
documentation which Twilio provided on January 31, 2020. The City did not respond to the additional 
documentation and on May 22, 2020, the Tax Collector issued his Decision on Petition for 

1 All statutory references are to the San Francisco Business and Tax Regulations Code unless 
otherwise indicated. 
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Twilio Inc. 
Business Account Number: 0447370 

375 Beale St., Suite 300 
San Francisco, CA 94105 

Redetermination. The Tax Collector reaffirmed the City's prior position with an updated assessment, 
including additional interest, of $22,308,977.99. 

2. Statement of Facts 

Twilio's primary service is to provide access to cloud software platforms featuring Twilio's 
proprietary application programming interfaces ("APis"). An API is software consisting of a set of 
routines and protocols that streamline software-to-software interactions by specifying "ground rules" or 
"a common language" through which software components interact. Twilio's APis are not user 
interfaces, but rather they are "building blocks" upon which a third-party developer may program user­
facing software applications, including mobile, web-based and desktop applications. The purpose of 
Twilio's APis is to simplify and facilitate the development and integration of various capabilities, including 
communications capabilities, into software applications, which the developers may then market and 
distribute to end users or businesses. Twilio's platform provides developers with access to its APis, pre­
defined software libraries and sample code. 

Twilio does not own any telecommunications network infrastructure or telecommunications 
network switches. Any communications services that are used as part of the provision of Twilio's 
services are developed, maintained and sold by third-party telecommunications providers for use by 
Twilio's customers, or Twilio's customer's customers. Twilio has agreements with telecommunications 
carriers, mobile network operators, and real-time data information service providers that facilitate 
connections to and from Twilio's APis. 

The Twilio platform provides APis and libraries that enable developers to create applications 
using the following services: 

1) Voice: Twilio provides APis and software development kits that enable developers to build 
calling capabilities within web and mobile applications. 

2) Messaging: With Twilio's API platform, developers can program SMS and MMS functionality 
into their applications. 

3) Video: With Twilio's API platform, developers can add voice and video to web and mobile 
applications. 

4) Numbers: The phone numbers product line offers customers programmatic methods of 
purchasing, configuring, and using phone numbers for making and receiving phone calls or 
sending and receiving text messages. 

5) Authentication: Twilio provides APis that enable developers to incorporate secure 
authentication measures into their web and mobile applications. 

Twilio charges no upfront fees - developers pay solely for their respective customers' usage of 
applications built using Twilio's platform and APis. Twilio charges its customers for the amount of API 
service they require based on how often they use the APis. Twilio's pricing encourages innovation by 
offering a level playing field of access to Twilio's small and large business customers. Customers only 
pay for the amount of API service they use. This pricing arrangement also protects Twilio from having 
any one customer monopolize its cloud platform resources. 

Twilio also resells telephone numbers to its customers at a flat rate (similar to companies like 
Oracle and Cisco that provide "session manager" and "session border controller" software). From June 
1, 2009 until August 2018, when purchasing telecommunications services, Twilio paid TUT to 
telecommunications service providers for services and numbers in the amounts indicated on invoices 
provided to the City. 

In 2017, Twilio engaged Deloitte to determine what portion of its services could be deemed 
associated with the costs that Twilio incurs for telecommunications services, which costs are passed 
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Twilio Inc. 
Business Account Number: 0447370 

375 Beale St., Suite 300 
San Francisco, CA 94105 

through to its customers. Deloitte determined that the value Twilio provides to its customers is primarily 
contained within its APis, which bridge its customer's software applications with third-party 
telecommunications services. Deloitte determined that 95 percent of Twilio's revenues are related to 
its API and platform services, and 5 percent of Twilio's revenues contain what might be considered a 
telecommunications component. Deloitte further determined that Twilio's costs and value associated 
with its telephone number resale services resides in the "session manager" service and not the phone 
number. Deloitte determined 90 percent of the charge to customers for such services relates not to the 
phone number but to the "session manager" component of the service. Twilio could sell the APis on a 
stand-alone basis and require its customers to purchase access to telecommunications services directly 
from third-party providers. Additional information regarding the cost structure of Twilio's services is 
contained in the Deloitte study, a copy of which is attached hereto as Exhibit C and made a part hereof. 

Twilio filed ALT Tax Statements in early 2018 in a good faith effort to come into compliance with 
the City's tax laws. Upon researching the history of the ALT provisions, Twilio initially determined that 
if the ALT applied at all to its services, it would apply in a manner similar to the City's prior Emergency 
Response Fee, which the ALT was intended to replace. After having had the opportunity to fully analyze 
the ALT provisions in the context of Twilio's operations, Twilio determined that its services are not 
subject to the ALT and accordingly filed zero ALT returns for the tax periods covered by the audit period. 

3. Arguments in Support of Claim for Refund 

Twilio disagrees with the Tax Collector's Decision on Petition for Redetermination, which alleges 
the understated measure of tax, penalties, and interest in the amount of $22,308,977.99.as being 
contrary to the ALT ordinance, San Francisco Business and Tax Reg. Code, Art. 10, § 780 et seq. 

The grounds in support of this Claim include, but are not limited to, the following: 

A. Twilio's Services Do Not Include the Provision of An "Access Line" to Telephone 
Communications Service Subscribers 

Twilio does not sell or provide access to an "access line" as that term is defined in Section 781(a) 
of the City's ALT ordinance. Twilio's primary service, and the reason why customers engage Twilio, is 
the provision of its cloud software platform and its proprietary APis. Twilio's APis assist developers with 
building communication functionality into their software applications but the APis are not a connection 
from a customer location to a provider of telephone communications services. Twilio does not provide 
"access lines," "trunk lines," or "high capacity trunk lines" as those terms are defined by the City's ALT 
ordinance. 2 Twilio does not own any physical telecommunications network infrastructure or 
telecommunications network switches, and therefore cannot provide its customers with "trunk lines" or 
"high capacity trunk lines."3 Twilio also does not provide "access lines" because its API services do not 
constitute a "connection whether by wire or wireless technology, from a customer location to a provider 
of Telephone Communications Services offered to the public for compensation."4 Instead, Twilio's 
customers (or end users) must purchase or otherwise have their own telecommunications services to 
use Twilio's services. 

The term "access line" as defined in the City ordinance includes the assignment of a 10-digit 
telephone number under the North American Numbering Plan ("NANP") for the purpose of providing 
telephone communications services. 5 However, Twilio does not assign telephone numbers under the 
NANP and does not resell numbers to its customers for the purpose of providing a Telephone 
Communication Service. Twilio lacks authorization from the FCC to request telephone numbers under 
the NANP. The FCC does not require Twilio to file a Numbering Resource Utilization/Forecast (''NRUF") 

2 San Francisco Business and Tax Reg. Code, Art. lOB, § 781(a), (k) . 
3 San Francisco Business and Tax Reg. Code, Art. lOB, § 781(k) . 
4 San Francisco Business and Tax Reg. Code, Art . lOB, § 781(a). 
5 Id. 
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Twilio Inc. 
Business Account Number: 0447370 

375 Beale St., Suite 300 
San Francisco, CA 94105 

Report on Form 502, or provide any other documentation for NRUF reporting . The FCC does not require 
Twilio to fund NANP fees. 

Twilio's numbering product line offers customers programmatic methods of purchasing, 
configuring, and using phone numbers alongside its software so that the software can automatically 
contact one of Twilio's customers' customers by voice or text. Twilio's customers cannot use these 
numbers "as is" to make a phone call, send a text or perform any other type of communication. Any 
ability for the software to be able to place an automated call or text results from customer-created 
software applications, not anything Twilio does or provides. 

B. Twilio's Services Are Not Provided or Used within the City of San Francisco 

Even if Twilio's services are considered telecommunications services, San Francisco lacks 
jurisdiction to tax Twilio's services under the plain language of the ALT ordinance, the Mobile 
Telecommunications Sourcing Act of 2000 ("MTSA"), and Constitutional law. It is well established that 
"the power to levy a tax must be drawn from express statutory authority and the statute must be strictly 
construed in favor of the taxpayer and against the taxing body."6 In almost all scenarios, the location 
of use of Twilio's services (including the telecommunications services which Twilio passes on to its 
customers) is not San Francisco and therefore Twilio's services cannot be subject to the ALT. 

The City imposes ALT on "every person who subscribes to telephone communications services 
within the City and County of San Francisco, to the extent permitted by Federal and State law" and the 
ALT applies to "each access line within the City's tax jurisdiction."7 However, the telecommunications 
services provided to Twilio that are then used by Twilio's customers are not based in the City and do 
not use access lines within the City's jurisdiction. In order to use Twilio's API services, an end user must 
first utilize a device that has telecommunications connectivity. The connectivity and services utilized by 
such device are provided by a third-party telecommunications service provider to the device user. To 
be clear, these are not the telecommunications services that are purchased by Twilio and passed on to 
Twilio's customers; these telecommunications services are purchased directly from telecommunications 
carriers by end users. When the end user receives a phone call from a hired driver or a text message 
from a restaurant indicating that a table is ready, the end user is only able to connect to such services 
and receive such communications because of the telecommunications services that it contracts for 
directly with third-party telecommunications service providers. If such an end user has a telephone 
account with a situs in the City, the City applies the ALT to charges for access lines billed to that account. 

In each instance, the end users of these services speak, type or otherwise communicate through 
their connected device to generate a series of signals. Those signals are then sent through telephone 
lines, internet routers and other hardware that make up the national and international patchwork of 
telecommunications infrastructure. If the end user is using services that interact with Twilio's APis, the 
signals are routed to Twilio's servers which are hosted by Amazon Web Services that are located in 
Virginia. It is only after these signals reach the servers that Twilio's APis perform their services of 
receiving, interpreting, routing or responding to these signals. Twilio pays third-party 
telecommunications service providers to provide connectivity and other telecommunications services to 
these servers. 

Hence, use of telecommunications services purchased by Twilio is almost exclusively used 
outside the City. The City has made no showing that Twilio's services are used in the City or that the 
access lines used are within the City's tax jurisdiction. Instead, the City relies on the "rebuttable 
presumption" provided in the ALT ordinance that "service billed to a billing address in the City is used, 
in whole or in part, within the City's boundaries" and that such service is subject to the ALT. 8 Twilio has 
provided the City with sufficient facts to affirmatively rebut this presumption. Applying these facts, the 

6 Los Angeles Brewing Co. v. City of Los Angeles, 8 Cal.App.2d 379, 384 (1935) (citing R.C.A. 
Photophone, Inc., v. Huffman, 42 P.2d 1059 (Cal. App. 1935)). 
7 San Francisco Business and Tax Reg. Code, Art. lOB, § 782(a). 
8 San Francisco Business and Tax Reg. Code, Art. lOB, § 782(a). 
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plain language of the ALT ordinance precludes its application to Twilio's services. Further, the scope of 
services subject to the ALT is federally preempted and limited by the MTSA. 9 Under the MTSA, 
telecommunications services are "sourced" to the customer's "place of primary use," which is defined 
as the customer's residential or primary business address, which must be located in the service 
provider's licensed service area. 10 The term "licensed service area" means the geographic area in which 
the home service provider is authorized by law or contract to provide commercial mobile radio service 
to the customer. 11 As noted above, Twilio does not own or operate any telecommunications facilities, 
and is not authorized by law or contract to provide commercial mobile radio service. Therefore, Twilio 
does not have a "licensed service area" for the purposes of the MTSA. 

Even if a portion of Twilio's services can be characterized as telecommunications service, under 
the MTSA the taxing jurisdiction in which the "place of primary use" is located is the only jurisdiction 
that may tax the telecommunications service, regardless of where the mobile telecommunication 
services originate, terminate, or pass through. 12 The City's Notice is not based on the "place of primary 
use" of these end users, as required by the MTSA. Thus, there is insufficient jurisdictional support for 
the City's Notice. 

Moreover, the application of ALT to Twilio's services conflicts with Constitutional principles. 
Under the four-pronged test originated in Complete Auto Transit, Inc. v. Brady, a state tax will withstand 
scrutiny under the Commerce Clause only if "the tax is applied to an activity with a substantial nexus 
with the taxing State, is fairly apportioned, does not discriminate against interstate commerce, and is 
fairly related to the services provided by the State." 13 Here, there is insufficient nexus between Twilio's 
services and the City to support the City's assessment even for San Francisco-based users of Twilio's 
numbering products and apps that rely on Twilio's API services. An individual must use a third-party 
telecommunications or Internet access service for Twilio's services to function. The third-party 
telecommunications or Internet service links apps and phone numbers to Twilio's API services, which 
run on servers outside of the City. The APis then send data back to third-party telecommunications or 
Internet service for delivery to the end user. None of Twilio's API services occur in the City and the City 
lacks sufficient nexus to impose ALT on a service that takes place wholly outside of its borders. 

Additionally, the City's imposition of the ALT is not fairly apportioned for the purposes of the 
Complete Auto test. 14 The City's Notice appears to assess ALT on a portion of Twilio's services, without 
the prerequisite finding that taxable access lines exist within the City's jurisdiction. Therefore, as applied 
to Twilio's services, the ALT is not internally consistent because it would subjectTwilio to double-taxation 
in San Francisco and Virginia, where the API servers are located, if Virginia were to impose an identical 
tax. Further, because Twilio's API services occur entirely outside of the City, the ALT is not externally 
consistent because it seeks to tax more than the portion of the revenues from the interstate activity 
which reasonably reflects the in-City component of the activity being taxed. 15 

Finally, under Goldberg v. Sweet, for a taxing authority to have sufficient nexus over 
telecommunication services, there must be an origination or termination of the service in the 
jurisdiction and a billing or service address in the jurisdiction. 16 Here, Twilio's services take place at 

9 The language of the ALT ordinance acknowledges this preemption, stating that it would apply to 
applies "to each access line within the City's tax jurisdiction, including, without limitation, access lines 
billed to a telephone account having a situs in the City, as permitted by the [MTSA]." San Francisco 
Business and Tax Reg. Code, Art. lOB, § 782(a). 

10 4 U.S.C. §§ 122(a), 124(8). 

11 4 u.s.c. § 124(6). 

12 4 u.s.c. § 117(b). 
13 Complete Auto Transit, Inc. v. Brady, 430 U.S. 274, 278-279 (1977). 
14 Id. 
15 Goldberg v. Sweet, 488 U.S. 252, 262 (1989) (citation omitted). 
16 Id. at 263. 
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Amazon Web Services in Virginia before delivery via third-party telecommunications providers. 
Therefore, Twilio's services lack the necessary "origination" or "termination" in the City to support 
nexus for the purposes of the ALT. 

C. Twilio is Not a Telephone Communications Services Supplier 

Twilio is not a "Service Supplier" under the definition in Section 781(i) because Twilio's APis are 
not "Telephone Communications Services" under the definition in Section 703(j) . Twilio sells software 
and its APis are used as building blocks that enable developer-customers to create applications that can 
perform communication functions. At no time does Twilio perform these communications functions for 
its customers. 

The City's definition of "Telephone Communications Services" applies to the transmission of 
data, not the compilation of the data to be transmitted. Twilio's APis do not "transmit or convey voice, 
data, audio, video, or any other information using wire, fiber optic, coaxial cable, power line 
transmission, light wave, laser, microwave, radio wave, satellite or any other form of wireless 
transmission."17 Additionally, Twilio's APis do not transmit, convey, or route voice, data, audio, video, 
or any other information or signals between or among points. 

Twilio provides a software product and the customers integrate that product into applications 
such that data may be received and reformatted for transmission. Similar to installing an outlet to 
receive energy from an electrical company, or installing a faucet to use water from a water company, 
Twilio's customers seek out the APis for the ability to integrate communication capabilities into their 
applications; they do not seek out Twilio to directly provide Telephone Communications Services. 

Data sent by end users of the customer's application is transmitted via a third party telephone 
communications supplier's network. Although Twilio's APis provide components that allow for the 
formatting of data so that it may be transmitted, the APis do not themselves perform the transmission. 
This is similar to how electrical outlets and water faucets do not work without an underlying utility 
service. Thus, in the chain of transmission of the data, Twilio's services do not directly provide end 
users with connectivity, but rather provide a bridge through which end users communicate by packaging 
data. 

While Twilio purchases telecommunications services from third-party telecommunications 
service providers, Twilio does not provide those services to the end users of such services. Twilio's 
customers are developers that are seeking to build communication functionality into software 
applications. Twilio's customers are not the primary users of such applications and these communication 
functions. The applications and rights to their use, including the communications functionality, are 
marketed and distributed by Twilio's customers to end users. Twilio does not participate in the provision 
of the applications or their services to end users. Thus, Twilio is not a telephone communications service 
supplier. 

To the extent that the Tax Collector asserts that Twilio is a telephone communications service 
supplier because it is required to collect and remit the ALT, such assertion is circular and void. 

D. Twilio is Not a Subscriber of Telephone Communications Services 

The ALT is imposed on "every person who subscribes to telephone communications services 
within the City and County of San Francisco. " 18 Twilio is not a subscriber of the telecommunications 
services that it purchases from third-party telecommunications service providers and thus it is not 
obligated to pay the ALT on the services it purchases from third-party telecommunications service 
providers. The telecommunications services that Twilio purchases from third-party telecommunications 

17 San Francisco Business and Tax Reg. Code, Art. 10, § 701(j). 
18 San Francisco Business and Tax Reg. Code, Art. 106, § 782(a) . 
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service providers are passed through to Twilio's customers who then integrate such functionality into 
software applications which are then marketed and distributed by Twilio's customers to end users. 

Twilio does not consume or use up any portion of the telecommunications services that it 
purchases and merely passes on such services to its customers. Twilio passes on to its customers the 
full cost charged by the third-party telecommunications service providers for such services. Thus, Twilio 
is not a subscriber of these telephone communication services. 

To the extent that the Tax Collector asserts that Twilio is a telephone communications service 
subscriber because it is required to pay the ALT, such assertion is circular and thus void. 

E. Twilio's Services Are Post-Paid Calling Services and Not Subject to the ALT 

To the extent that Twilio passes through telecommunications services to its customers, Twilio 
provides such telecommunications services as post-paid calling services. Consequently, the services 
are not subject to the ALT. The ALT does not apply to "post-paid calling services," which the ALT 
ordinance defines as "telecommunications service obtained by making a payment on a call-by-call basis 
. . . by charge made to a telephone number which is not associated with the origination or termination 
of the telecommunications service without the provisioning of an access line." 19 

Twilio purchases telecommunications services from third-party telecommunications service 
providers and passes those services through to Twilio's customers, developers that are seeking to build 
communication functionality into software applications. Twilio charges no upfront fees for such services 
and developers pay for services based solely on end users' usage of applications built using Twilio's 
platform and APis. Twilio then charges its customers based on such usage. To the extent end users of 
the telecommunications services use telephone numbers provided by Twilio, the telephone numbers are 
not directly associated with the location of the end users and thus such numbers are not associated with 
the origination or termination of the telecommunications service. Thus, to the extent that Twilio passes 
through telecommunications services, such services are provided as post-paid calling services not 
subject to the ALT. 

F. Twilio Purchases Access Lines from Unrelated Telecommunications Companies, Pays 
Applicable ALT and Passes These Costs Through to its Customers 

Twilio purchases access lines from third-party telecommunications service providers and then passes 
these services on to its customers. From June 1, 2009 until August 2018, the third-party 
telecommunications service providers calculated ALT obligations for the access lines that were sold to 
Twilio and charged such ALT obligation to Twilio, which charges were separately stated in the invoices 
provided to Twilio. Twilio paid the full amount of these invoices, including ALT charges associated with 
these access lines. 

On January 31, 2020, Twilio submitted sample invoices from third-party telecommunications service 
providers, Inteliquent and Bandwidth, showing payment of ALT by Twilio during the Period in Issue. 
Inteliquent and Bandwidth are just two of the many carriers Twilio contracts with for telecommunications 
services. A copy of the invoices are attached as Exhibit D. 20 

G. The ALT Does Not Apply to Twilio's Services Under California's "True Object" Test 

19 San Francisco Business and Tax Reg. Code, Art. lOB, § 781(f). 
20 Upon receipt of these invoices showing that the ALT already had been paid on the third-party access 
lines, the City did not reduce its assessment against Twilio, therefore resulting in the same access 
lines being taxed twice. 
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Even ifTwilio's services were determined to contain an access line component, the ALT does not 
apply because any such access line is not the "true object" of the transaction between Twilio and its 
customers but rather a de minimis and incidental portion thereof. 

California has adopted the "true object" test in determining whether a bundled transaction 
involves the taxable sale of tangible personal property for sales tax purposes or the transfer of tangible 
personal property incidental to the performance of a nontaxable service. 21 If the true object of the 
contract is the service per se, the transaction is not subject to tax even though some tangible personal 
property is transferred. 22 Pursuant to Cal. Admin. Code, tit. 18, § 1501, the key factor in the true object 
test is determining "the real object sought by the buyer the service per se or the property produced by 
the service."23 Although state regulations and cases for the treatment of bundled sales for sales tax 
purposes are not controlling as to the application of San Francisco's ALT, they are relevant to ensuring 
the consistent treatment of software service transactions across different tax types. 24 

The true object of Twilio's transactions with customers is access to Twilio's APis and software 
services. When Twilio resells telephone numbers to its customers, the costs and value associated with 
the service resides in the "session manager" service and not the phone number. Twilio's customers are 
able to purchase telephone numbers directly from the telecommunications service provider. As stated 
in the Deloitte report, 90 percent of the charge to customers relates not to the phone number but to 
the nontaxable "session manager" service. Therefore, the phone number is an incidental component of 
the service package provided by Twilio and Twilio's services should not be subject to the ALT for these 
reasons. 

H. Applying the ALT to Twilio's API Services is Inconsistent with the History and Intent 
of the ALT 

The ALT was not intended to apply to services such as Twilio's API services. Proposition 0, 
which was the proposition presented to the electorate by public vote to approve the ALT, states that 
"the City and County desires to apply the ALT in the same manner as the [Emergency Response Fee 
("ERF")]," which the ALT replaced. Both the ALT and the ERF are imposed on telephone access lines. 
Both the ALT and the ERF provide for exemptions for low-income telecommunications customers who 
receive discounted "Lifeline" telecommunications services. The ERF was only applied to 
telecommunications services that provided emergency-related service features. This utility excise tax 
on telephone services was never intended to apply to software or digital services. This is why the 
definition of"Telephone Communications Service" does not include internet access services to the extent 
they are exempt from taxation under the Internet Tax Freedom Act, 47 U.S.C. 151, video programming 
services, and digital downloads, such as downloads of books, music, video, ringtones, games and similar 
digital products. Accordingly, if the ALT applies at all to Twilio's services, the ALT should only apply to 
Twilio's emergency-related service features, which are sold on an a la carte basis. 

I. Applying the ALT to Twilio's API Services Violates Proposition 218 

The City did not provide any workpapers or explanation with the Notice showing the basis for 
and calculations supporting its assessment. Nevertheless, the City appears to have calculated the ALT 
based on a percentage of Twilio's revenues rather than using a count of access lines as required by the 

21 Cal. Admin. Code, tit. 18, § 1501; see also Navistar Int'/ Trans. Corp. v. State Bd. of Equalization, 8 
Cal. 4th 868, 875-876 (1994) (holding that the true object test did not apply to a taxpayer's purchase 
of documents for their own sake and not incidental to a service). 
22 Id. 

23 Id. 
24 See Microsoft Corp. v. Franchise Tax Bd., 212 Cal.App.4th 78, 90 (2012) (finding that sales tax 
regulations which characterized software licenses as intangible personal property were relevant to the 
characterization of the same licenses for franchise tax purposes). 
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statute. 25 This constitutes "a local tax increase" for the purposes of Proposition 218 because it is a 
change in methodology by which the ALT is calculated and the change increases the amount of tax 
levied on Twilio's customers. 26 The City may only impose ALT on Twilio's services by submitting this 
change in methodology to a public vote. 27 Without such public approval, calculating the ALT in such a 
manner is a violation of Proposition 218. 

J. Application of the ALT is Preempted by the Internet Tax Freedom Act ITFA Because It 
Would Discriminate Against Electronic Commerce 

Applying the ALT to Twilio's API services or numbering services violates the Internet Tax 
Freedom Act ("ITFA") because it discriminates against electronic commerce by applying a tax to the 
APis that is not applied to businesses that provide similar services. ITFA, as relevant to this matter, 
prohibits state or local governments from imposing: 1) taxes on Internet access; and 2) discriminatory 
taxes on electronic commerce. 28 ITFA's ban on discriminatory taxation of electronic commerce prohibits 
states and localities from imposing tax on electronic commerce that is not imposed on "transactions 
involving similar property, goods, services, or information accomplished through other means," or 
imposing tax on electronic commerce at a higher rate. 29 This provision is generally understood as 
prohibiting state and local taxing authorities from imposing discriminatory taxes on electronic commerce 
that would thereby stifle its development (e.g., the sale of a book from a brick-and-mortar store from 
being taxed at a lower rate than the sale of an e-book). 

The ALT is not currently applied to routing and session manager services provided by Twilio's 
competitor companies such as Oracle and Cisco. These competitors have traditionally provided call 
control services and media services through solutions that combine hardware and software. Customers 
purchasing such services would be required to separately procure telephone connectivity from third­
party telecommunications service providers. The customer then would connect the competitors' 
hardware and software to the telephone connection endpoint (sometimes with the assistance of the 
competitors). 

Twilio provides the same services as these competitors. However, Twilio utilizes a cloud-based 
solution instead of a solution that depends on a customer's purchase of specific software-embedded 
hardware. Twilio's cloud-based APis remove the need for a customer to develop its own physical 
infrastructure comprised of hardware components that it either purchases or rents. The physical 
infrastructure needed to provide the call control services and media services is housed by Twilio 
(whether owned or rented) and the capabilities are provided to the customer via the cloud from locations 
outside of the City. 

If applied to Twilio's APis, the ALT would be applied to such services only in the instance that 
those services are provided via a cloud-based platform. Therefore, application of the ALT to the APis 
is a violation of ITFA because it places a greater tax burden on companies that provide cloud-based 
services, and thus, discriminates against a form of electronic commerce. 

25 In addition to violating Proposition 218, such an approach is contrary to the ALT statute, which 
applies the tax to "each access line", not a percentage of revenues. San Francisco Business and Tax 
Reg. Code, Art. 10B, § 782(a). 
26 Proposition 218, which added Article XIII C to the California Constitution, requires any local tax 
increase to be approved by a majority of the voters. Cal. Const. Art. XIII C, § 2(b). A tax is 
"increased" if a city either increases any applicable rate used to calculate the tax, or revises the 
methodology by which the tax is calculated if that revision results in an increased amount being levied 
on any person or parcel. Cal. Gov. Code§ 53750(h)(1). 

27 Cal. Const. Art. XIII C, § 2(b). 

28 ITFA § 1101(a)(1)-(2). 

29 Id. at § 1105(2)(A). 
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K. The ALT Ordinance is Void for Vagu~ness and thus Unconstitutional and 
U nenforcea hie 

The ALT ordinance violates due process of law because the definitional sections of the ordinance 
are vague and circular. 

"A facial challenge to the constitutional validity of a statute or ordinance considers only the text 
of the measure itself, not its application to the particular circumstances of an individual."30 A vagueness 
challenge will be rejected if the challenged ordinance "(1) gives fair notice of the practice to be avoided, 
and (2) provides reasonably adequate standards to guide enforcement."31 

However, an ordinance imposing a tax will be found to be unconstitutionally vague if it is not 
sufficiently explicit to inform those who are subject to it what conduct on their part will render them 
liable to such tax. An ordinance is not sufficiently explicit where the definitions used in determining 
parties subject to the tax are circular. 32 The ALT is imposed "on every person who subscribes to 
telephone communications services within the City and County of San Francisco."33 However, a 
"telephone communications service subscriber" is defined as "any person required to pay a tax under 
this Article."34 Equally circular, the ALT is to be collected from the telephone communications service 
subscriber by the service supplier. "Service Supplier" is then defined as "any person supplying an access 
line to any telephone communications service subscriber within the City and County of San Francisco or 
the billing agent of any such person."35 

Both the obligation for payment of the ALT and the obligation for collection of the ALT are 
dependent upon the definition of a "telephone communications service subscriber." However, such 
definition is circular in that it refers back to any person on which the tax is imposed. For this reason, 
the ALT ordinance is unconstitutionally vague and thus void. 

L. Conclusion 

For the reasons discussed above, Twilio respectfully requests that the Tax Collector issue a 
determination granting Twilio's claim for refund of ALT erroneously paid. 

30 Tobe v. City of Santa Ana (1995) 9 Cal.4th 1069, 1084. 
31 Fisher v. City of Berkeley (1984) 37 Cal.3d 644, 702. 
32 City of San Bernardino Hotel/Motel Assn. v. City of San Bernardino, 59 Cal.App.4th 237, 249 
('"Hotel' is defined to include structures used or intended to be used by 'transients,' and 'transient' is 
defined to be a person who exercises 'occupancy,' which is defined to be the use of a room in a 
'hotel."'). 
33 San Francisco Business and Tax Reg. Code, Art. 10B, § 782(a). 
34 San Francisco Business and Tax Reg. Code, Art. 10B, § 781(j). 
35 San Francisco Business and Tax Reg. Code, Art. 10B, § 781(i). 

211 Exhibit G 
Page 14 of 14 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

LEIGHTON M . ANDERSON (SBN 81464) 
JAS01'.' C. DEMILLE (SBN 143270) 
JOSEPHA. VINATIERI (SBN 79565) 
BEWLEY LASSLEBEN & MILLER LLP 
13215 E. Pe1m St., Suite 510 
Whittier, CA 90602 
(562) 698-9771 
(562) 907-2019 (fax) 

Attorneys for Plaintiff International 
Business Machines Corporation 

ELECTRONICALLY 

FILED 
Superior Courl of California, 

County of San Francisco 

11/04/2022 
Clerk of the Court 

BY: VANESSA WU 
Deputy Clerk 

SUPERIOR COURT FOR THE STATE OF CALIFORNIA 

FOR THE COUNTY OF SAN FRANCISCO 

INTERNATIONAL BUSINESS MACHINES 
CORPORATION, 

Plaintiff, 

V. 

CITY AND COUNTY OF SAN FRANCISCO 
and DOES 1 through 20, inclusive, 

Defendants 

) Case No.: CGC-22-598342 
) [Unlimited Civil Action] 

~ 

l 
) 
) 

l 

FIRST AMENDED COMPLAINT 
FOR A TAX REFUND 

__________________ ) 

Plaintiff International Business Machines Corporation (hereinafter "IBM" or "Plaintiff'). 

alleges as follows : 

PARTIES 

1. IBM is a New York corporation which is authorized to do business in the State of 

23 California. 

24 

25 

26 

27 

28 

2. Defendant City and County of San Francisco (hereinafter ;<City") is, and at all times 

herein relevant was, a consolidated city and county of the State of California. 

3. The true names and capacities, whether individual, corporate, associate, or otherwise, 

or the type of political entity thereof, if any, of the Defendants named herein as DOES 1 through 20, 

inclusive, who therefore sues such Defendants by their fictitious names pursuant to Code of Civil 
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2 

3 

4 

5 

Procedure §474. Plaintiff will amend this Complaint to state the true names and capacities of such 

Defendants if and when they become known. Each of said Defendants are responsible for the acts 

herein alleged and are liable to Plaintiff for the refunds herein alleged. 

NATURE OF ACTION 

4. This action concerns City business taxes paid by IBM for the year 2018, which were 

6 overpaid in error. 

7 5. IBM has timely sought a refund of the overpaid taxes from City but City has, to date, 

8 failed and refused to refund the overpaid amounts. 

9 6. As hereinafter alleged, IBM presented a timely claim for refund with respect to the 

10 overpaid amounts, which claim was deemed denied by operation of law. This action is filed within 

11 the statutory period for the commencement of such actions after denial of the claim. 

12 PRESENTATIO OF CLAIMS -

13 GOVERNMENT CLAIMS ACT 

14 7. The general procedure for the presentation of claims against, inter alia, cities and 

15 counties is the Government Claims Act ("GCA"), Government Code section 810 et seq. (Civ. Proc. 

16 Code § 313.) That general procedure applies to tax refund claims against municipal entities. 

17 (lvfcWilliams v. City of Long Beach (2013) 56 Cal.4th 613, 617.) 

18 8. On February 12, 2021, Plaintiff served a Claim for Money pursuant to Government 

19 Code §§901 and 910, for a refund of the overpaid portion of IBM's Payroll Expense Tax to City for 

20 the year 2018, in the amount of $394,952 ("the Payroll Tax Overpayment Claim"). A true and 

21 correct copy of the Payroll Tax Overpayment Claim is attached hereto as Exhibit 1. 

22 9. On February 12, 2021, Plaintiff served a Claim for Money pursuant to Government 

23 Code §§901 and 910, for a refund of the overpaid portion of IBM's Gross Receipts Tax to City for 

24 the year 2018, in the amount of $2,577,526 ("the Gross Receipts Tax Overpayment Claim"). A true 

25 and conect copy of the Gross Receipts Tax Overpayment Claim is attached hereto as Exhibit 2. 

26 10. City did not take action (such as to allow or reject the claim) with respect either to the 

27 Payroll Tax Overpayment Claim or to the Gross Receipts Tax Overpayment Claim within the time 

28 provided by Government Code section 912.4, or at all, and said claims were accordingly deemed to 

FIRST Al\1ENDED C_211:3'LAINT FOR A TAX REFUND - 2 



2 

3 

4 

5 

6 

7 

8 

9 

IO 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

have been rejected by City on the 45th day after presentation (Gov. Code§ 912.4, subd. (c)). 

11. This action is timely filed thereafter within two years of the accrual of the cause of 

action (Gov. Code § 945.6, subd. (a)(2)) with respect to each of the Payroll Tax Overpayment Claim 

and the Gross Receipts Tax Overpayment Claim. 

12. This First Amended Complaint is filed pursuant to Code of Civil Procedure § 472 

(amendment prior to answer) and alleges, in addition, claims based upon a subsequently filed Claim 

for Refund, submitted on March 18, 2022, as more fully alleged below. 

FACTS COMMON TO ALL CLAIMS 

13. IBM is a publicly traded multinational technology and consulting company 

headquartered in New York with operations throughout the US and in over 175 countries. IBM 

produces and sells computer hardware, middleware and software, and provides hosting and 

consulting services in areas ranging from mainframe computers to nanotechnology. IBM is also a 

major research organization. 

14. At times material to this Complaint, IBM's operations consisted of five maJor 

business segments: Cognitive Solutions, Global Business Services, Technology Services & Cloud 

Platforms, Systems, and Global Financing. IBM revenue streams are principally derived from the 

sales of hardware, licensing and royalty income from software and intellectual property, the 

provision of various services, and financing. Outside of the United States, IBM's foreign affiliates 

engage in similar activities with similar revenue streams. 

15. IBM is a "water's-edge" tax filer for purposes of the election provided by California 

Revenue & Taxation Code section 25110 et seq. 

16. In 2018, IBM was engaged in business in the City and generated revenue from 

business activity within the City. 

17. Pursuant to Sections 903 and 933 of the San Francisco Municipal Code ("SFMC), and 

at all times herein relevant, City imposes and collects (a) a gross receipts tax upon every person 

engaged in business within the City measured by the person's gross receipts from all taxable 

business activities attributable to the City; and (b) a payroll expense tax on persons engaged in 

business in the City on the p01iion of that person's payroll expense that is attributable to the City. 
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18. (The payroll expense tax was subsequently repealed on November 3, 2020, by 

Proposition F, which became operative on January 1, 2021, but the repeal is not applicable here.) 

19. With respect to the 2018 tax year, IBM timely (pursuant to an extension) filed its 

combined 2018 Payroll Expense Tax and Gross Receipts Tax Return on May 24, 2019 ("the 

Combined Return"). 

20. Pursuant to the Combined Return, IBM paid $478,117 for and on account of the 2018 

7 Payroll Expense Tax; and $2,823,724, for and on account of the 2018 Gross Receipts Tax; for a 

8 combined total paid to City of $3,301,841. 

9 

10 

11 

12 

13 

14 

15 

16 

21. Said amounts were calculated and paid in error. The Combined Return was 

erroneously filed based upon (a) IBM's worldwide income as reported in its annual report, rather 

than its gross income as reported for federal income tax and California corporation income tax 

purposes in accordance with IBM's "water's edge" election; and (b) a single NAICS (North 

American Industry Classification System) business-classification code (and associated business tax 

rate), rather than under each of the various NAICS business-classification codes (and their associated 

tax rates) applicable to the types of business actually conducted by IBM within the City. 

22. IBM amended the Combined Return ("the Amended Return") on February 27, 2020, 

17 when the errors were discovered and when the true gross receipts, payroll and other calculations had 

18 been made. 

19 As properly set forth in the Amended Return, the true Payroll Expense Tax for 2018 

20 was $83,165; and the true Gross Receipts Tax for 2018 was $246,198; for a total combined tax of 

21 $329,364. 

22 24. The corrected tax due shown as reported on the Amended Return resulted in an 

23 overpayment (when compared to the taxes actually paid with the Combined Retmn) for the Payroll 

24 Expense Tax (2018) in the amount of $394,952; and an overpayment of the Gross Receipts Tax 

25 (2018) of $2,577,526; for a total overpayment of the combined taxes paid of $2,972,478. 

26 

27 

28 
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25. For ease of reference, a recapitulation of the total overpayment is set forth below: 

2018 Gross Receipts Tax Paid (Combined Return): $ 2,823,724 

2018 Payroll Expense Tax Paid (Combined Return):$ 478,117 

Total Paid $ 3.30L841 

2018 Gross Receipts Tax (Amended Return): $ (246,198) 

2018 Payroll Expense Tax (Amended Return): 

Total Payable (Amended Return) 

2018 Gross Receipts Tax (Overpaid): 

2018 Payroll Expense Tax (Overpaid): 

I.o.tal(Overpaid) 

$ (83,165) 

$ (329364) 

$ 2,577,526 

$ 394.952 

$ 2,972.478 

11 26. As a result of the mistake alleged herein, IBM overpaid Gross Receipts Tax (2018) 

12 and Payroll Expense Tax (2018) in the total amount of $2,972,478, which amount is within the 

13 amount subject to refund as claimed by the Payroll Tax Overpayment Claim and the Gross Receipts 

14 Tax Overpayment Claim, in combination with each other. 

15 27. No part of said amount has been refunded to IBM by City. 

16 28. The Amended Return remained, and remains, subject to City's audit and review 

17 processes. Despite the pendency of the audit review process, IBM was required by the operation of 

18 the Government Claims Act to commence this action. IBM requested a tolling agreement from City 

19 but City declined to provide such an agreement. 

20 29. In connection with the City's audit and review process, City agreed that IBM had 

21 o·verpaid 2018 Payroll Expense Tax, hut only to the extent of $105,513.30. But City also denied any 

22 grounds for a refund in any amount with respect to the 2018 Gross Receipts Tax and, further, found 

23 an alleged deficiency in the (overpaid) Gross Receipts Tax of an additional $1,694,054.43. The net 

24 difference between (i) the overpayment of the 2018 Payroll Expense Tax, to the extent 

25 acknowledged by the audit ($105,513.30), and the (ii) newly found audit deficiency (underpayment) 

26 of the 2018 Gross Receipts Tax ($1,694,054.43), equals $1,588,541.13. 

27 30. As a result of those audit findings, disputed by IBM, City issued a Notice of Tax 

28 Audit Deficiency to IBM on February 26, 2021 in the (net) amount of $1,588,541.13. 
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31. Thereafter, IBM sought ai1 administrative redetermination (Petition for 

Redetermination) of the result of the audit, pertaining to the 2018 tax year. The Petition set forth 

various errors of the auditor leading to the deficiency assessment. 

32. After IBM had filed its Petition for Redetermination, City's Tax Collector issued a 

decision dated February 23, 2022, which reduced the previously asserted audit deficiency for the 

2018 Payroll Expense Ta.x and 2018 Gross Receipts Tax, combined, from $1,588,541.13 (as alleged 

above) to $309,340.03. The alleged deficiency, as so redetermined, arises solely in reference to the 

2018 Gross Receipts Tax. 

33. IBM paid the alleged deficiency in the amount stated in the Tax Collector Decision 

on Petition for Redetermination and thereafter served a Claim for Money pursuant to Government 

Code§§ 901 and 910, for a refund of $309,340.03, on March 18, 2022. A true and correct copy of 

the subsequent (March 2022) claim for refund is attached hereto as Exhibit 3. Said amount was 

overpaid for the reasons set forth in Exhibit 3, which are incorporated herein by the reference. 

34. The total amount overpaid with respect to 2018 Gross Receipts Tax and 2018 Payroll 

Expense Tax is accordingly the sum of $2,972,478 (paragraph 25) and $309,340 (paragraph 34), 

namely, $3,281,818. 

FIRST CAUSE OF ACTION 

(For Refund of Overpayments - Payroll Expense Tax and Gross Receipts Tax, 2018) 

35. The facts alleged hereinabove are incorporated by reference as though fully set forth 

herein. 

36. This is a claim for recovery of taxes illegally or erroneously collected, in excess of 

the lawful amount. 

37. IBM erroneously overpaid $3 ,281,818, combined, for Payroll Expense Tax and Gross 

Receipts Tax in connection with its 2018 Combined Return. Having discovered the error or errors, 

IBM timely amended its tax: return for those tax payments for the year 2018, and the amount of the 

overpayment or overpayments has been determined to be in the amount stated above; after which 

IBM was erroneously assessed a purported deficiency payment in the amount set forth above. 
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38. IBM is entitled to a refund of $3,281,818, combined, for Payroll Expense Tax and 

Gross Receipts Tax in connection with its 2018 Combined Return, with interest from the date or 

dates of payment. 

SECOND CAUSE OF ACTION 

(For Unjust Enrichment) 

39. The facts alleged hereinabove are incorporated by reference as though fully set forth 

7 herein. 

8 40. The amount due from IBM to City for and on account of Payroll Expense Tax and 

9 Gross Receipts Tax for the year 2018 is less than the an1ount actually paid in the amount of 

IO $3 ,281 ,818. 

11 

12 

41. 

42. 

City continues to the present date to unjustly retain said sum. 

IBM is therefore entitled to a judgment in the amount of $3,281,818, plus _interest at 

13 the prejudgment rate from the date or dates of payment. 

14 THIRD CAUSE OF ACTION 

15 (For Money Had and Received and Account Stated against City) 

16 43. The facts alleged hcreinabove are incorporated by reference as though fully set forth 

17 herein. 

18 44. The amount due from IBM to City for and on account of Payroll Expense Tax and 

19 Gross Receipts Tax for the year 2018 is less than the amount actually paid in the amount of 

20 $3,281,818. 

21 45. The sum of money erroneously collected constitutes money of IBM had and received 

22 by City to which it has no claim or ownership, according to the corrected account in effect. 

23 

24 

25 

26 

46. IBM is therefore entitled to a judgment in the amount of $3 ,281,818, plus interest at 

the prejudgment rate from the date or dates of payment. 

WHEREFORE, IBM prays for judgment against City as follows: 

1. For a refund of2018 Payroll Expense Tax: in the amount of$394,952; plus interest at 

27 the legal rate from the date of payment to the date of judgment; 

28 ') ,.._ For a refund of 2018 Gross Receipts Tax in the amount of $2,577,526; plus interest at 
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the legal rate from the dale of payment to Lhe date of judgment: 

3. For a refund of the alleged deficiency for the combined 2018 Gross Receipts Tax in 

the amount of $309.340: plus interest at the legal rate from the date of payment to the date of 

judgment; 

For costs of suit incurred: 4. 

5 . For such other and further relief as the Court deems just and proper. 

DATED: November 4. 2022 

By: 

LEIGHTON M. ANDERSON 

JASON C. DEMILLE 

.IOSEl'H A. "fl\!ATIERI 

BE\\'LEY LA' SU:13EN & MILLER I.LP 

Leigh tbn M. /~nderson 
Attorn~ys f ~ Plaintiff International Business 
Machin~s c; rporation 

··,_/ 
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BEWLEY LASSLEBEN & MILLER LLP 

Legal Excellence Since 1888 

13215 PENN STREET, SUITE 510, WHITTIER, CA 90602-1797 562.698.9771 

JASON C. DEM!LLE CALIFORNIA STATE AND LOCAL TAX GROUP 

Office of the County Clerk 
City and Col.lllty of San Francisco 
City Hall, Room 168 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102~4678 

February 11, 2021 

JOSEPH A. Vll'IATJERI 
JASON C, DEMILLE 
LlllGHTON M.ANOERSON 

RICHARD L. DEWBERRY 

MICHAEL T. LEBeAU 
PATRICIA YllROUGO 

Re: International Business Machines Corporation (Business Account No. 0014245) 
Claim for Money (Government Code §§901, 910) 

Dear Sir/Madam, · 

Enclosed please find a Claim for Money - Business Tax Overpayment (Payroll Expense Tax) 
pursuant to the Gover.nment Claims Act. 

If you have any questions regarding the claim, please feel free to contact me. 

Very truly yours, 

c!Z::L~~ 
~~ C. DEM: E . --· 
Direct Line: 562.907.2028 
Direct Fax: 562.907.2019 
e"mail : io:1011. demiflet<p,hewlef•fo .,, . .:om 

JCD.jas 

cc: June Hooks, IBM 
Joseph A Vinatieri 
Leighton M. Anderson 

Controller's Office 
Claims Division 
1390 Market Street, 7th Floor 
San Francisco, CA 94102 
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Office of the County Clerk 
City and County of San Francisco 
City Hall, Room 168 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4678 

With a copy to : 

Controller's Office 
Claims Division 
13 90 Market Street, 7'h Floor 
San Francisco, CA 94102 

··----··--·-··----- - ---------- -

CLAIM FOR MONEY - BUSINESS TAX OVERPAYMENT {PAYROLL EXPENSE 
TAX) 

(Government Code§§ 901, 910) 

Claimant International Business Machines Corporation ("Claimant") presents this claim 
("Claim") to the City and County of San Francisco, as follows: 

1. Postal address of Claimant: 

International Business Machines Corporation 
150 Kettletown Road 
Southbury, CT 06488 

2. Name and address of persons to whom notices should be sent: 

Jason C. DeMille (SBN 143270) 
Joseph A. Vinatieri (SBN 079565) 
BEWLEY, LASSLEBEN & MILLER, LLP 
13215 Penn Street, Suite 510 
Whittier, CA 90602-1797 

3. Date, place and other circwnstances of the occurrence or transaction wliich gave rise to 
the claim asserted: 

This Claim is a claim for the refund of an overpayment of Claimant's 2018 Annual Gross 
Receipts Tax as reported in Claimant's 2018 return dated May 29, 2019. The overpayment 
occurred as a result of an error and the refund was the subject of a Claim for Business Tax Refund 
(Payroll Expense Tax) dated February 28, 2020; and a prior Amended Return dated February 27, 
2020. This Claim is being presented under the Government Claims Act, Government Code § 810 
et seq. Mc Williams v. City of Long Beach, 56 Cal. 4th 613 (2013). 

Claimant's mistaken overpayment of the 2018 Payroll Expense Tax arose because 

L 
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Claimant erroneously relied on its global/worldwide expenses, including payroll expenses, as 
reported in its annual report, instead of relying on its US "water's edge" expenses for federal 
income and California franchise tax purposes, and end of year 2017 San Francisco head count, to 
calculate payroll expenses. As a result, the 2018 Payroll Expense Tax was overstated. 

Based on its original 2018 return, Claimant paid Payroll Expense Tax in the amount of 
$478,117. After discovery of the above-referenced errors an amended return was filed for the 
2018 tax year on February 27, 2020, which amended return reports that the correct amount of 
Payroll Expense Tax owed for 2018 was $83,165.41, resulting in an overpayment of $394,951.69. 

4. A general description of the indebtedness. obligation, injury. damage or loss incurred so 
far as it mav be known at the time of presentation of the claim. 

Claimant is owed a refund of Payroll Expense Tax in the amount of $394,951.69, plus 
interest, as established by law. 

5. The name or n ames of the public employee or employees causing the injury, damage, or 
loss, if known: 

Unknown. 

6. Amount claimed ifless than $10.000: 

The amount claimed exceeds $10.000. 

DATED: February 11 , 2021 Jason C. DeMille (SBN 143270) 
Joseph A Vinatieri (SBN 079565) 
BEWLEY, LASSLEBEN & .tvfILLER, LLP 

Attorneys for Claimant 

2 

224 



EXHIBIT 2 
225 



BEWLEY LASSLEBEN & MILLER LLP 

E..e9al Exce//ence Since 1888 

13215 PENN STREET, SUITE 510, WHITTIER, CA 90602-1797 562.698.9771 

JASON C. DEMILLE CALIFORNIA ST ATE AND LOCAL TAX GROUP 

Office of the County Clerk 
City and County of San Francisco 
City Hall, Room 168 
l Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4678 

February 11, 2021 

jOSEPHA, V!NATIERI 
JASON C. DEMILLE 
LEIGHTON M. ANDERSON 

RICHARD L, DllWDEnRY 
MICHAEL T. LEB&AU 
PATRICIA VERDUGO 

Re: International Business Machines Corporation (Business Account No. 0014245) 
Claim for Money (Government Code §§901, 910) 

Dear Sir/Madam, 

Enclosed please find a Claim for Money - Business Tax Overpayment (Gross Receipts Tax) 
pursuant to the Government Claims Act. 

If you have any questions regarding the claim, please feel free to contact me. 

Very truly yours, 

Direct Line: 562.907.2028 
Direct Fax: 562.907.20 I 9 
e-mail: iason. demille(@bewlel'lnw, com 

JCD:jas 

cc: June Hooks, IBM 
Joseph A. Vinatieri 
Leighton M. Anderson 

Controller's Office 
Claims Di-vision 
1390 Market Street, 7th Floor 
San Fra.11.cisco, CA 941 02 
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Office of the County Clerk 
City and County of San Francisco 
City Hall, Room 168 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4678 

With a copy to: 

Controller's Office 
Claims Division 
13 90 Market Street, 7th Floor 
San Francisco, CA 94102 

CLAIM FOR MONEY - BUSINESS TAX OVERPAYMENT (GROSS RECEIPTS TAX) 
(Government Code§§ 901,910) 

Claimant International Business Machines Corporation (''Claimant") presents this claim 
("Claim") to the City and County of San Francisco, as follows: 

1. Postal address of Claimant: 

International Business Machines Corporation 
150 Kettletown Road 
Southbury, CT 06488 

2. Name and address of persons to whom notices should be sent; 

Jason C. DeMille (SBN 143270) 
Joseph A. Vinatieri (SBN 079565) 
BEWLEY, LASSLEBEN & MILLER, LLP 
13215 Penn Street, Suite 510 
Whittier, CA 90602-1797 

3. Date, place and other circumstances of the occurrence or transaction which gave rise to 
the claim asserted: 

This Claim is a claim for the refund of an overpayment of Claimant's 2018 Annual Gross 
Receipts Tax as reported in Claimant's 2018 return dated May 29, 2019. The overpayment 
occurred as a result of an error and the refund was the subject of a Claim for Business Tax Refund 
(Gross Receipts Tax) dated February 28, 2020; and a prior Amended Return dated February 27, 
2020. This Claim is being presented under the Government Claims Act, Government Code § 810 
et seq. Mc Williams v. City of Long Beach, 56 Cal. 4th 613 (2013). 

Claimant's mistaken overpayment of the 2018 Gross Receipts Tax arose because Claimant 
erroneously relied on its worldwide income as reported in its annual report, rather than on its gross 
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income as reported for federal income and California franchise tax purposes based upon 
Claimant's "water's-edge" election. As a result, the 2018 Gross Receipts Tax was significantly 
overstated. In addition, Claimant's business activity was erroneously characterized under a single 
NAICS category (i.e. NAICS Codes 5400-5499). However, Claimant's business activi1y in San 
Francisco is properly characterized under several NAICS categories (i.e. NAICS Codes 5400-
5499, 5300-5399 and 4400-4599), some of which are subject to tax at a lesser rate than the single 
NAICS category which was originally reported. 

Based on its original 2018 return, Claimant paid Gross Receipts Tax in the amount of 
$2,823,724.22. After discovery of the above-referenced errors an amended return was filed for 
the 2018 tax year on February 27, 2020, which amended return reports that the correct amount of 
Gross Receipts Tax owed for 2018 was $246,198.25, resulting in an overpayment of 
$2,577,525.97. 

4. A general description. of the indebtedness, obligation. i:n:iury. damage or loss incurred so 
far as it mav be known at the time of presentation of the claim. 

Claimant is owed a refund of Gross Receipts Tax in the amount of $2,577,525.97, plus 
interest, as established by law. 

5. The name or names of the oublic employee or emo-loyees causing the injury. damage. ci r 
Joss. if known: · 

Unknown. 

6. Amount claimed if less than $1 O.MO: 

The amount claimed exceeds $10,000. 

DATED: February 11, 2021 Jason C. DeMi!le (SBN 143270) 
Joseph A. Vinatieri (SBN 079565) 
BEWLEY, LASSLEBEN & .MILLER, LLP 

as9°" C. DeMille 
omeys for Claimant 
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BEWLEY LASSLEBEN & MILLER LLP 

Legal Excellence Since 1888 

13215 PENN STREET, SUITE 510, WHITTIER, CA 90602-1797 562.698.9771 

JASON C. DEMILLE, ESQ. 

March 18, 2022 

Office of the County Clerk 
City and County of San Francisco 
City Hall, Room 168 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4678 

CALIFORNIA STATE AND LOCAL TAX GROUP 

JOSEPH A. VINATIERI LEIGHTON M. ANDERSON 
JASON C. DeMILLE MICHAEL T. LEBEAU 

PATRICIA VllRDUGO 

Re: International Business Machines Corporation (Business Account No. 0014245) 
Claim for Money (Government Code §§901, 910) 

Dear Sir/Madam, 

Enclosed please find a Claim for Money - Business Tax Overpayment (Gross Receipts Tax) 
pursuant to the Government Claims Act. 

If you have any questions regarding the claim, please feel free to contact me. 

Very truly yours, 

LASSL:BEN & MLL~ERJJ.,P 

~ . -:tr-.;:.,;;;;;_= / 

DEMILLE 
Direct Line: 562.907.2028 
Direct Fax: 562.907.2019 
e-mail· iason.dr.mille(ii).hewfeylaw.corn 

JCD.jas 
cc: June Hooks, IBM 

Joseph A. Vinatieri 
Leighton M. Anderson 

I 

Kerne H. 0 . Matsubara, by email at Keme.Matsubara(a).sfcityattv.org 

Controller's Office 
Claims Division 
13 90 Market Street, 7th Floor 
San Francisco, CA 94102 
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Office of the County Clerk 
City and County of San Francisco 
City Hall, Room 168 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4678 

With a copy to: 
I 

Controller's Office 
Claims Division 
1390 Market Street, 7th Floor 
San Francisco, CA 94102 

CLAIM FOR MONEY - BUSINESS TAX OVERPAYMENT {GROSS .RECEIPTS TAX) 
(Government Code§§ 901,910) 

Claimant International Business Machines Corporation ("Claimant") presents this claim 
("Claim") to the City and County of San Francisco ("City''), as follows: 

1. Postal address of Claimant: 

International Business Machines Corporation 
150 Kettletown Road 
Southbury, CT 06488 

2. Name and address of persons to whom notices should be sent: 

Jason C. DeMille (SBN 143270) 
Joseph A. Vinatieri (SBN 079565) 
BE\VLEY, LASSLEBEN & MILLER, LLP 
13215 Penn Street, Suite 510 
Whittier, CA 90602-1 797 

3. Date, ulace and other circumstances of the occurrence or transaction which gave rise to 
the claim asserted: 

This Claim is a claim for the refund of an overpayment relating to Claimant's 2018 Annual 
Gross Receipts Tax as reported in its 2018 Payroll Expense Tax and Gross Receipts Tax 
Return dated May 24, 2019. That retmn resulted in an overpayment of tax as a result of an 
error which Claimant corrected by filing an Amended Return dated February 27, 2020. As 
a result of an audit of the Amended Return, a Notice of Deficiency ("~OD") was issued 
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4. 

5 . 

on February 26, 2021, which NOD was timely petitioned. Following a hearing on the 
Petition, a Tax Collector Decision on Petition for Redetermination was issued on February 
23, 2022, reducing the NOD's outstanding liability for the Gross Receipts and Payroll 
Expense Tax to $309,340.03. Claimant paid this amount in full on March 4, 2022. 

This Claim is being presented under the Government Claims Act, Government Code § 810 
et seq. Mc Williams v. City of Long Beach, 56 Cal. 4th 613 (2013). 

The $309,340.03 overpayment arises because of the following reasons: 

(1) Claimant engages in four core business activities in City as follows: hardware 
sales, as described by NAICS codes 42 and 44; software and information services, 
as described by NAICS code 51; professional services, as described by NAICS 
codes 53 and 54; and financing, as described by NAICS code 52. It also derives a 
substantial revenue stream from royalties it receives from leasing/licensing its 
intellectual property (NAICS code 53). 

Section 953(a) of the Gross Receipts Tax Ordinance imposes ai'J. annual gross 
receipts tax "measured by the person's gross receipts from all taxable business 
activities attributable to the City" which is to be calculated according to Sections 
953.1 through 953.7. City has erroneously determined that Claimant's sole 
business activity was personal services, which category is taxed at the highest rate 
under the Ordinance. 

(2) City has erroneously included dividends from IBM's controlled foreign 
corporations ("CFC' s). Dividend income is not the result of any services provided; 
and the CFC's have no nexus with California/San Francisco. Section 952.3(d) of 
the Ordinance excludes dividends as "investment receipts." Specifically, "gross 
receipts shall not include any investment receipts" and "'investment receipts' 
includes ... dividends." 

(3) City has erroneously included royalty income from IBM's CFC's, which 
income was received from the licensing of IBM's Intellectual Property that is 
located in foreign jurisdictions. Section 953.7(c) excludes rental and leasing 
receipts "derived from or related to properties located or used outside the City." 

A general description of the indebtedness. oblie:ation, iniurv, damage or loss incurred so 
far as it may be known at the time of presentation of the claim. 

Claimant is owed a refund in the amount of $309,340.03, plus interest, as established by 
law. 

The name or names of the oublic employee or emplovees causing the iniury, damaee. or 
loss, if known : 

Unknown. 
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6. AmoUILt claimed if less than $10.000: 

The amount claimed exceeds $10,000. 

DATED: March 18, 2022 Jason C. DeMille (SBN 143270) 
Joseph A. Vinatieri (SBN 079565) 
BEWLEY, LASSLEBEN & MILLER, LLP 

~ By: . - ~ ·- ~· / ~nCD:: ~ 
Attorneys for Claimant 
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PROOF OF SERVICE 

I am a citizen of the United States. My business address is 13215 Penn Street, Suite 510, 
Whittier, California 90602-1797. I am employed in the county of Los Angeles where this servic 
occurs. I am over the age of 18 years, and not a party to the within cause. I am readily familiar wit 
my employer's normal business practice for collection and processing of correspondence for mailin 
with the U.S. Postal Service, and that practice is that correspondence is deposited with the U.S. Postal 
Service the same day as the day of collection in the ordinary course of business. 

On November 4, 2022, I served the foregoing document described as FIRST AlVIENDE 
COMPLAINT FOR A TAX REFUND on interested parties in this action by placing a true cop 
thereof enclosed in sealed envelopes addressed as follows: 

David Chiu, Esq., City Attorney 
Scott Reiber, Esq., Chief Tax Attorney 
Kerne Matsubara, Esq. 
Natassia Kwan, Esq., Deputy City Attorneys 
Fox Plaza 
1390 Market Street, Sixth Floor 
San Francisco, CA 94102-5408 

I 
Telephone : 
Telephone: 
Facsimile: 
E-mail: 

( 415) 5 54-4631 [Matsubara] 
(415) 554-4272 [Kwan] 
(415) 554-3837 
kerne.matsubara@sfcityatty.org 
N atassia.kwan@sfcityatty.org 

Attorneys for Defendant 

CITY AND COUNTY OF SAN 
FRANCISCO 

D (BY FAX) by transmitting via facsimile the document(s) listed above to the fax 
number(s) set forth below, or as stated on the attached service list, on this date before 

D 

D 

D 

5:00 p.m. 

(BY MAIL) I caused such envelope(s) with postage thereon fully prepaid to be placed 
in the United States mail at Whittier, California. 

(BY PERSONAL SERVICE) I caused such envelope(s) to be delivered hy hand this 
date to the offices of the addressee(s). 

(BY OVERNIGHT DELIVERY) I caused such envelope(s) to be delivered to an 
overnight delivery carrier with delivery fees provided for, addressed to the person(s) on 
whom it is to be served. 

o (BY E-MAIL) from e-mail address - Norma.Morales@Bewleylaw.com: I transmitted 
true copies of such document(s) via e-mail to the interested parties at the e-mail 
addresses set forth on the above service list on this date before 5:00 p.m .. 

181 (BY ELECTRONIC FILE SERVICE) I caused such document(s) to be served via e­
mail to the interested parties at the e-mail addresses set forth on the above service list by 
using San Francisco County Superior Court's electronic fili,ng system (EFS) and eServe 
electronic service operated by Janney and Janney Legal Support Service on this date 
before 5:00 p.m .. 
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17 
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21 

22 

1' -'-J 

2(, 

1 declare under penalty or pc~jury under the la\VS of the State of California that the foregoing 
is true and correct. 

Executed on November 4, 2022, at \Vhittier. California. 

/ r---. /, ) ,I /~ ·//..t'. ) j// ' ( / . 
/ tft~,Z¥'JP I - ..:..c--::•tL' (/ 2:_ 

/' / . , 
· , _ __., Norma J. Morales 
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SUMMONS 
(CITACION JUDICIAL) 

NOTICE TO DEFENDANT: 
(AV/SO AL DEMANDADO): 

City and County of San Francisco and Jose Cisneros, Treasurer and Tax 
Collector of the City and County of San Francisco 

YOU ARE BEING SUED BY PLAINTIFF: 
(LO EST A DEMANDANDO EL DEMANDANTE): 

Pillsbury Winthrop Shaw Pittman LLP, a Delaware Limited Liability 
Partnership 

FOR COURT USE ONLY 
(SOLO PARA l.60 DE LA CORTE) 

SUM-100 

NOTICE! You have been sued. The court may decide against you without your being heard unless you respond within 30 days. Read the information 
below. 

You have 30 CALENDAR DAYS after this summons and legal papers are served on you to file a written response at this court and have a copy 
served on the plaintiff A letter or phone call will not protect you Your written response must be in proper legal form if you want the court to hear your 
case. There may be a court form that you can use for your response. You can find these court forms and more information at the California Courts 
Online Self-Help Center (www courtinfo.ca govlselfhelp), your counly law library, or the courthouse nearest you If you cannol pay the filing fee, ask 
the court clerk for a fee waiver form. If you do not file your response on lime. you may lose the case by default, and your wages, money, and property 
may be taken without further warning from the court. 

There are other legal requi rements. You may warjl to call an attorney right away. If you do not know an attorney, you may want to call an attorney 
referral service. If you cannot afford an attorney, you may be ellglble for free legal services from a nonprofit legal services program. You can locate 
these nonprofit groups at the Califomi;:i Legat Services Web site (www.lawhelpcalifornia.org), the California Courts Online Self-Help Center 
(www courtmfo ca govlse/fhelp). or by contacting your local court or county bar association. NOTE: The court has a statutory lien for waived fees and 
costs on any settlement or arbitration award of $10,000 or more in a civil case. The court's lien must be paid before the court will dismiss the case, 
1A VISO! Lohan demandado. s, no responde dentro de 30 dias, la corte puede dec1dir en su contra sin escuchar su version. Lea la informacion a 
contmuac,on 

T1e11e 30 DIAS DE CALENDARIO despues de que le entreguen es/a cilac,on y papeles legales para presentar una respuesta por escrito en esta 
corte y hacer que se entregue una cop1a al demandante Una carta o una 1/amada telef6nica no Jo protllgen Su respuesta por escrito tiene que estar 
en formaro legal correcro si desea que PFOCesen su caso en la carte. Es posible que haya un formulano que usted pueda usar para su respuesla 
Puede encontrareslos formularios de la carte y mas informaci6n en el Centro de Ayuda de las Cortes de California(www.sucorteca.gov), en la 
biblioteca de /eyes de su condado o en la carte que le quede mas cerca s, no puede pagar la cuota de presentaci6n. pida al secretario de la carte 
que le de un formulario de exenci6n de pago de cuotas. Si no presenta su respuesla a t,empo, puede perder el caso par incumplimiento y la carte le 
podra quitar su sue/do, dinero y bienes sin mas advertencia 

Hay otros requisitos legates. Es recomendable que /lame a un abogado inmediatamente. S1 no conoce a un abogado, puede 1/amar a un servicio de 
rem,sion a abogados Si no puede pagar a un abogado, es posible que cumpla con /os requisitos para obtener servicios leg ales gratuitos de un 
programa de servicios lega/es sin fines de Jucro Puede encontrar estos grupos sin fines de lucro en el si/10 web de California Legal Services, 
(www.lawhelpcalifornia.org), en el Centro de Ayuda de las Cortes de California, (www.sucorte.ca ,gov) o poniendose en contacto con la carte o el 
coleg10 de abogados locales. AV/SO Por fey, la carte tiene derecho a reclamar las cuotas y las costos exentos por imponer un gravamen sabre 
cualquier recuperacion de $10,000 6 mas de valor recibida median le un acuerdo o una conces16n de arbitraje en un caso de derecho civil Tiene que 
pagar el gravamen de la carte antes de que la carte pueda desechar el caso 

The name and address of \he court 1s. 
(El nombre y direcci6n de la carte es): Superior Court of the State of California 

CASE NUMBER: 
(NUmero def Caso) 

City and County of San Francisco, Unlimited Jurisdiction C --+r---t----.....__. __ -#--+---+---' 

400 McAllister Street, San Francisco, Cali fomia 94102 
The name, address, and telephone number of plaintiffs attorney, or plaintiff without an attorney, is: 
(El nombre, la direcci6n y el numero de telefono def abogado def demandante, o def demandanle que no tiene abogado, es). 
Richard E. Nielsen, Pillsbury Winthrop Shaw Pittman LLP, P.O. Box 2824 n Francisco, CA 94126-2824 

MA.MORAN 
, Deputy 

(Adjunto) 
(For proof of seNice of this summons, use Proo- of Service of Summons (for P - 10). 
(Para prueba de entrega de esla citali6n use el formulario Proof of Service of S ummons, (POS-010)). 

Form AcJopled ror Mandatory LJ9a1 
Judicial Council of Callom1a 
SUM-100 IRev July 1 2009] 

NOTICE TO THE PERSON SERVED: You are served 

1 D as an individual defendant. 
2 D as the person sued under the fictitious name of (specify) 

3 [I] on behalf of (specify)." City and County of San Francisco 

under: CJ CCP 416 10 (corporation) D CCP 416_60 (minor) 

CJ CCP 416 20 (defunct corporation) CJ CCP 416 70 (conservatee) 

CJ CCP 416.40 (association or partnership) CJ CCP 416 90 (authorized person) 

[2J other (specify). CCP 416.50 (public entity) 
4 [I] by personal delivery on {date): 

SUMMONS 
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20 

SUPERIOR COURT OF THE STATE OF CALIFORNIA 

IN AND FOR THE CITY AND COUNTY OF SAN FRANCISCO 

UNLIMITED JURISDICTION 

PILLSBURY WINTHROP SHAW 
PITTMAN LLP, a Delaware Limited 
Liability Partnership, 

Plaintiff, 

VS . 

) 
) 
) 
) 
) 
) 
) 
) 
) 

CITY AND COUNTY OF SAN ) 
FRANCISCO and JOSE CISNEROS, ) 
TREASURER AND TAX COLLECTOR OF) 
THE CITY AND COUNTY OF SAN ) 
FRANCISCO, ) 

Defendants . 
) 
) ______________ _ ) 

No. 
CGC 14·542271 

VERIFIED COMPLAINT FOR 
REFUND OF SAN FRANCISCO 
PAYROLL EXPENSE TAX 

21 Plaintiff Pillsbury Winthrop Shaw Pittman LLP ("Plaintiff', "Pillsbury" or 

22 ''Partnership''), in accordance with California Government Code§ 945.6, hereby files this 

23 Verified Complaint for Refund of Taxes ("Complaint"). This Complaint constitutes an 

24 appeal of the denial of a claim for refund of payroll expense tax paid by Pillsbury to the 

25 City and County of San Francisco. Plaintiff complains of Defendants as follows: 

26 

27 

28 

705537157v l 
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- - ·-- - -- - ------------------------ - ----- - ---------, 

PARTIES 

2 1. Plaintiff at all times mentioned herein was a limited liability partnership 

3 ("LLP") organized and existing under the laws of Delaware and qualified to do business in 

4 the State of California. Plaintiff's principal place of business is located at Four 

5 Embarcadero Center, 22nd Floor, San Francisco, California 94111. 

6 2. Defendant City and County of San Francisco (hereinafter "Defendant" or the 

7 ''City") is a political subdivision of the State of California. The City is a "local 

8 government" as defined in the California Constitution art. XIIIC, § 1 (b ). 

9 1 
.) . Defendant Jose Cisneros ("Treasurer"), at all times relevant herein, was the 

10 Treasurer and Tax Collector of the City. He is sued in his official capacity only. 

11 JURISDICTION AND VENUE 

12 4. Jurisdiction is vested in this Court under sections 940 et seq. of the 

13 California Government Code. 

14 5. Venue is proper in this Court pursuant to Code of Civil Procedure 

15 Section 3 94. 

16 BASIS OF THE ACTION 

17 

18 

19 

20 

21 

22 

23 

24 

26 

27 

28 

6. Plaintiff brings this action in accordance with Section 945.6 of the California 

Government Code. This is an action for refund of payroll expense tax paid by Plaintiff to 

Defendants pursuant to San Francisco's Payroll Expense Tax Ordinance, S.F. Business and 

Tax Regulations Code, Article 12-A ("Payroll Expense Tax"). Plaintiff seeks a refund on 

the basis that the expansion of the Payroll Expense Tax to apply to profit distributions made 

to owners of pass-through entities (such as law partnerships like Plaintiff) is invalid and 

unconstitutional. This expansion of the Payroll Expense Tax was purportedly effectuated 

by Proposition Q, an ordinance approved by voters in the City on November 4, 2008, and 

applicable to tax years beginning January I, 2009. Plaintiff is entitled to a refund of the 

amount of 2012 Payroll Expense Tax it paid on profit distributions to its partners because 

the City is precluded from taxing such distributions for at least four reasons. First, 

Proposition Q's alleged expansion of the Payroll Expense Tax was not properly submitted 

705537157vl - 2 -
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e 
to City voters for their approval as required by California Constitution art . XIIIC. Second, 

2 in the alternative, even assuming Proposition Q was properly approved, the text of 

3 Proposition Q cannot be read to expand the Payroll Expense Tax to partnership profit 

4 distributions. By its terms, the Payroll Expense Tax limits its application to "compensation 

5 for services" paid to partners. Plaintiff does not compensate its partners for services, and 

6 profit distributions are not compensation for services. Third, in the alternative, if 

7 Proposition Q is interpreted to reach such profit distributions, Proposition Q violates Rev . 

8 & Tax. Code Section 17041.5, which prohibits municipalities from taxing income of 

9 individuals and partnerships . Fourth, Proposition Q is also invalid under the City's Charter 

10 which mandates that " [a]n ordinance shall deal with only one subject matter" and that 

11 ordinance titles must "clearly reflect the content of the ordinance." S.F. Charter§ 2.105 . 

12 FACTS 

13 Proposition 218's Voter Approval Requirements 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

7. In 1996, the California electorate approved Proposition 218 ("Prop . 218"), 

known as the "Right to Vote on Taxes Act." See Cal. Const. art. XIIIC. Prop. 218 

established the constitutional right of California citizens to vote on attempts by local 

governments to increase general taxes. The codified "Findings and Declarations" of Prop. 

218 state: 

The people of the State of California hereby find and declare that Proposition 13 
was intended to provide effective tax relief and to require approval of tax increases . 
However, local governments have subjected taxpayers to excessive tax, assessment, 
fee and charge increases that not only frustrate the purposes of voter approval for 
tax increases, but also threaten the economic security of all Californians and the 
California economy itself. This measure protects taxpayers by limiting the methods 
by which local governments exact revenues from taxpayers without their consent. 

8. The California voters also codified their intent that "[t ]he provisions of 

25 [Prop. 218] shall be liberally construed to effectuate its purposes of limiting local 

26 government revenue and enhancing taxpayer consent." Prop. 218, § 5. 

27 

28 
7055371 57v ) - 3 -
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9. The essence of Prop. 218 is that "[n]o local government may impose, extend, 

2 or increase any general tax unless and until that tax is submitted to the electorate and 

3 approved by a majority vote." Cal. Const. art. XIIIC, § 2(b ). 

4 10. A "general tax" is a "tax imposed for general governmental purposes." Cal. 

5 Const. art. XIIIC, § 1 (a). 

6 11. A "local government" is "any county, city, city and county, including a 

7 charter city or county, any special district, or any other local or regional governmental 

8 entity." Cal. Const. art. XIIIC, § 1 (b ). 

9 12. A tax increase for purposes of Prop. 218 "means a decision by a [local 

10 government] that does either of the following: (A) Increases any applicable rate used to 

11 calculate the tax, assessment, fee or charge; or (B) Revises the methodology by which the 

12 tax, assessment, fee or charge is calculated, if that revision results in an increased amount 

13 being levied on any person or parcel." Gov. Code § 53 750(h). 

14 13. Accordingly, any change in the method of computing tax that results in an 

15 increased amount being levied on any person or entity must be submitted to the voters and 

16 approved by a majority vote. 

17 The City's Payroll Expense Tax: 1970-2004 

18 14. Since 1970, the City has imposed the Payroll Expense Tax on every entity 

19 engaging in business in the City. S.F. Bus. & Tax Regulations Code Art. 12-A, sec. 903(a). 

20 The Payroll Expense Tax is for general governmental purposes. Id. At sec. 903(a-b). 

21 Generally, the Tax is computed by multiplying the applicable percentage tax rate (currently 

22 1.5%) by ''Payroll Expense." "Payroll Expense" means the compensation paid to, on behalf 

23 of, or for the benefit of an individual, including salaries, wages, bonuses, commissions, 

24 property issued or transferred in exchange for the performance of services and any other 

25 form of compensation for services. Id. At sec . 902.1 (a). 

26 15. Section 903.1 of Art. 12-A of the S.F. Bus. & Tax Regulations Code 

27 provides for the computation of tax of an Association. The term ''Association" is defined to 

28 include a partnership, limited partnership, limited liability company, limited liability 
705537157vl - 4 -
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2 

3 

4 

5 

6 

7 

8 

9 

10 

partnership and any other form of unincorporated business or enterprise (except a sole 

proprietorship). S.F. Bus. & Tax Regulations Code Art. 6, sec. 6.2-4. (For purposes of this 

Complaint, the term Partnership is intended to be synonymous with Association and pass­

through entity, and Partner is intended to be synonymous with owner or member.) Section 

903.1 provides: 

The amount of tax for Associations shall be 1 Yi percent of the payroll expense of 
such Association, plus 1 Y2 percent of the total distributions made by such 
Association by way of salary to those having an ownership interest in such 
Associations. Amounts paid or credited to those having an ownership interest in 
such Association prior and in addition to the distribution of ownership profit or loss 
shall be presumed to be distributions "by way of salary" and for personal services 
rendered, unless the taxpayer proves otherwise by clear and convincing evidence. 

11 By providing that distributions "by way of salary" to Partners includes only distributions 

12 "prior and in addition to the distribution of ownership profit or loss," Section 903.1 

13 establishes that "distributions of ownership profit or loss'' may not be taxed as Payroll 

14 Expense. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

16. The City's long-standing interpretation of the Payroll Expense Tax as 

applied to Partnerships was as described by Hadley Alger, Chief Auditor of the Business 

Taxes Division, in an official response dated January 21, 2003, to the question "Under what 

circumstances are amounts paid to partners of a partnership, or members of an LLC, subject 

to San Francisco Payroll Tax": 

We have considered your question whether partner draws from a partnership, or 
member draws from an LLC, are subject to the San Francisco Payroll Expense Tax. 
Such draws are treated as taxable payroll to the extent such draws are expensed at 
the entity level rather than debited from the distributee's capital account. We 
consider the fact that the distribution does not affect the distributee's capital account 
as establishing that such distribution is "prior to" or "in addition to" the entity's 
profits and losses. (See Article 12-A, Section 903.1, San Francisco Business and 
Tax Regulation Code.) 

(For purposes of this Complaint, we refer to the above-described methodology as the "Prior 

Methodology.") Therefore, Partnership profit distributions were not subject to the Payroll 

Expense Tax under the Prior Methodology. 

705537157vl - 5 -
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1 7. The City also memorialized its interpretation and application of the Payroll 

2 Expense Tax to Partnerships, as reflected in the Prior Methodology, on the City's Website. 

3 Th·e Citvts Unsuccessful Attempt to Modify its Pavroll Expense Tax 

4 Methodology for Partnerships in 2004 

5 18. On July 27, 2004, the City's Board of Supervisors passed Ordinance No. 

6 196-04 approving the submission of Proposition K to the City's electorate. Ordinance No. 

7 196-04 submitted to the voters amendments to the S.F. Bus. & Tax Regulations Code to 

8 impose a new temporary business gross receipts and to expend the Payroll Expense Tax to 

9 extend to Partnership profit distributions. 

10 19. Proposition K was included on the November 2, 2004 General Election 

11 ballot for voters in the City. 

12 20. The Voter Information Pamphlet for the November 2, 2004 General Election 

13 provided voters with the full legal text of the propositions submitted to them to be voted 

14 upon at the election, including Proposition K, as required by S.F. Municipal Elections Code 

15 sec. 500(c)(6). A true and correct copy of the Voter Information Pamphlet containing the 

16 Legal Text of Proposition K is attached hereto as Exhibit A and incorporated by reference 

17 as if fully set forth herein. In relevant part, as detailed in the Legal Text, Proposition K 

18 proposed to add Sections 902.1 ( d) and 902.2 to the Payroll Expense Tax Ordinance and to 

19 delete from Section 903 .1 the provision excluding distributions of Partnership profits or 

20 losses from the Payroll Expense Tax (discussed above in paragraph 16). See Ex. A at I 62. 

21 

22 

23 

24 

21. 

22. 

Proposition K did not receive a majority vote and was not enacted. 

The City ts Unsuccessful Attempt to Modify its Pavroll Expense Tax 

Methodology for Partnerships i.u 2005 

Undeterred by the voters' rejection of the City's attempt to expand the 

25 Payroll Expense Tax to Partnership profit distributions, in 2005, the City attempted to 

26 bypass the voters and the restrictions of Prop. 218 through administrative action. 

27 23. Effective for the year 2005, purely through administrative action rather than 

28 by amending the Payroll Expense Tax (as required by Prop. 218) or other formal channel, 
705537157vl - 6 -
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Defendants changed their interpretation and application of the Payroll Expense Tax, as well 

2 as their methodology for computing the tax of Partnerships. Under the methodology 

3 developed in 2005, the City included in the computation of the Payroll Expense Tax 90% of 

4 Partnership distributions of profit without regard to whether such distributions constituted a 

5 payroll expense. In other words, the City included 90% of the amount of net earnings from 

6 self-employment derived from the Partnership for federal income tax purposes, or the 

7 amount reported for federal purposes on line 14a of the Schedule K of a partner's Form 

8 1065. (For purposes of this Complaint, we refer to the above-described methodology as the 

9 "2005 Methodology.") 

10 24. A writ petition was filed in August 2007 challenging the City's 2005 

11 Methodology as an illegal extension and increase in the Payroll Expense Tax as applied to 

12 Partnerships. The basis for the writ petition was that the 2005 Methodology violated Prop. 

13 218 because the change in its taxing methodology was not approved by the majority of the 

14 City's electorate. 

15 25. Recognizing the illegality of its actions, the City agreed to abandon the 2005 

16 Methodology in exchange for dismissal of the writ petition. The City returned to its Prior 

17 Methodology, agreeing to "tax distributions to partners only to the extent that the 

18 distributions were determined without regard to the income of the partnership and were 

19 deductible by the partnership for federal income tax purposes, unless and until taxation of a 

20 greater amount is approved by the voters pursuant to the requirements of Proposition 281." 

21 See October 3, 2007 Letter from Deputy City Attorney J. Emery confirming agreement. 

22 Proposition 0 

23 

24 

25 

26 

27 

28 

26. Thwarted in its earlier attempts to tax profit distributions to Partners, on 

July 29, 2008, the City's Board of Supervisors passed Ordinance No. 14 7-08 approving the 

submission of Proposition Q to the City's electorate. Ordinance No. 14 7-08 was titled as 

follows: 

Ordinance submitting to the voters an ordinance amending the Business and Tax 
Regulations Code by (I) amending Section 902.1 and adding Section 902.2 to 
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e 
clarify the tax liability of '·pass through entities" under the Payroll Expense Tax 
Ordinance, including partnerships, Subchapter S corporations, limited liability 
companies, limited liability partnerships and other persons or entities not subject to 
federal income tax or which are allowed a deduction in computing such tax for 
distributions to the owners or beneficiaries of such persons or entities and specifying 
safe harbor measure of taxable payroll expense for owners of pass through entity 
(200% of compensation for its most highly paid quartile of employees, provided 
entity has at least 4 employees); and (2) amending Section 905-A to increase the 
Small Business Tax Exemption to include all taxpayers whose taxable payroll 
expense is $250,000 or less. 

27. Proposition Q was included on the November 4, 2008 ballot for voters in the 

9 City. 

10 28. The Voter Information Pamphlet for the November 2, 2008 General Election 

11 provided voters with the full legal text of the propositions submitted to them to be voted 

12 upon at the election, including Proposition Q, as required by S.F. Municipal Elections Code 

13 sec. 500(c)(6). A true and correct copy of the Voter Information Pamphlet is attached 

14 hereto as Exhibit B and incorporated by reference as if fully set forth herein. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29. As required by S.F. Municipal Elections Code sec. 501, at the outset of the 

full Legal Text of Proposition Qin the Voter Information Pamphlet, the City provided the 

following guide to allow voters "to distinguish additions to or deletions from existing 

legislation in the printed text of the measure." 

Note: Additions are single-underline italics Times New Roman; deletions are 
s,'rlkethrough itelics Times li/ew Roman. 

The Note makes clear that additions to the existing ordinance are clearly indicated by 

single-underlined italicized test. Provisions in plain text, therefor, already existed in the 

ordinance and were not being submitted to the voters for their approval. 

30. The Legal Text of Proposition Q submitted to voters in the Voter 

Information Pamphlet included the following version of Section 902.1 (d): 

All compensation, including all pass-through compensation for services paid to, on 
behalf of, or for the benefit of owners of a pass-through entity, shall be included in 
the calculation of such entity's payroll expense tax base for purposes of determining 
such entity's tax liability under this Article. For purposes of this section, the "pass-
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--·. -·--------------- --- --- - ----. 

through compensation for services" of a pass-through entity shall be the aggregate 
compensation paid by such entity for personal services rendered by all such owners, 
and shall not include any return on capital investment. The taxpayer may calculate 
the amount of compensation to owners of the entity subject to the Payroll Expense 
Tax, or the taxpayer may presume that in addition to amounts reported on a W-2 
form, the amount subject to the payroll expense tax is 9()% &fthe e-mo·unt &fneF 
earniRgsfrem self employment deri-;edfrem ihe enlity _fer fede,"al income tax 

'blrpesesfor each owner. an amount that ls two hundred percent (200%) o[lhe 
average annual compensation paid Lo. on behai(of.' or (or the bene fit o(rhe 
employees ofthe pass-through entity whose compensation is in the top quartile (i.e .. 
25%) of the entity 's employees who are based in the City,· provided, the total 
number of employees of the entity based ;n the City is not less than four. 

9 Hereinafter, the methodology for computing the amount of compensation to owners 

10 described in the final sentence of Section 902.1 ( d), above, will be referred to as the "Safe 

11 Harbor Methodology." 

12 31. The Legal Text of Proposition Q indicates that the key provisions extending 

13 the reach of the Payroll Expense Tax to all pass-through compensation already existed in 

14 the law and was not being submitted for voter approval because these provisions are shown 

15 in plain text. The City submitted these key provisions to voters as though they already 

16 existed in the Payroll Expense Tax Ordinance (when they did not) and as though they 

17 already been voted on and approved by voters (when they had not). 

18 32. The only aspect of Section 902.1 ( d) submitted for voter approval by 

19 Proposition Q is a change in the Safe Harbor Methodology, because this is the only 

20 provision in the entire Section that is indicated as a change from existing law. 

21 33 . A comparison of the Legal Text of Section 902. l(d) in Proposition K (the 

22 City's 2004 attempt to expand the Payroll Expense Tax to Partnership profits) and 

23 Proposition Q confirms that the City did not properly submit Proposition Q's expansion of 

24 the Payroll Expense Tax to Partnership profit distributions to the voters for their approval. 

25 In the Legal Text of Proposition K, the entire text of Section 902.1 ( d) is indicated as an 

26 addition to existing law, which was accurate. However, the Legal Text of Proposition Q 

27 indicates that only the change in the Safe Harbor Methodology is a change to existing law. 

28 Compare Ex. A at 162 and Ex. B at 264. 
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10 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

e 
34. The Legal Text of Proposition Q submitted to voters indicated that changes 

were being made to Section 902.1 of the Payroll Expense Tax Ordinance: 

The term ''Payroll Expense" means the compensation paid to, on behalf of, or for 
the benefit of an individual, including shareholders o{a professional corporation, 
or a Lim ired Liabilitv Company C LLC" ), including salaries, wages, bonuses, 
commissions, property issued or transferred in exchange for the performance of 
services (including but not limited to stock options), compensation [or services to 
owners o(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; and if 
more than one individual or shareholders of a professional corporation or members 
o{ an LLC, during any tax year performs work or renders services in whole or in part 
in the City, the term "Payroll Expense'' means the total compensation paid including 
salaries, wages, bonuses, commissions, property issued or transferred in exchange 
for the performance of services (including but not limited to stock options), in 
addition to any compensation (or services Lo owners o(pass-through entities, and 
any other form of compensation..for services , to all such individuals and 
shareholders of a professional corporation or members o[an LLC. 

35. In addition, the Legal Text of Proposition Q submitted to voters indicated 

that Section 902.2 was being added to the Payroll Expense Tax Ordinance to define pass­

through entities: 

SEC. 902.2. PASS-THROUGH ENTITY The term "pass-through entity" includes 
a trust. partnership. corporation described in Subchapter S o{ the Internal Revenue 
Code ol 1986. as amended limited liabilit companri limited liability partnership, 
professional corporation, and any other person or en tity (o ther than a disregarded 
entity (or fe deral income tax purposes) which is not sub;ect to the income tax 
imposed by Subtitle A. Chapter l of the Internal Revenue Code of] 986, as 
amended. or which is allowed a deduction in computing such tax (or distributions to 
the owners or beneficiaries u( such person or entity ... 

36. The changes described in Paragraphs 34 and 35 were consistent with the 

23 City's description of Proposition Q to "clarify" the tax liability of Partnerships. Ex. B at 

24 264. These changes clarified that Partnerships were subject to the Payroll Expense Tax (as 

25 described above in Paragraphs 16-18, 26); they did not alter or expand such liability. 

26 37. In addition, the Legal Text of Proposition Q submitted to voters indicated 

27 that Section 905-A was being added to the Payroll Expense Tax Ordinance to provide an 

28 
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increased small business exemption for businesses with taxable payroll expense of 

2 $250,000 or less. 

3 

4 

5 

6 

7 

8 

9 

10 

38. Proposition Q did not change Section 903.1 of the Payroll Expense Tax 

Ordinance which continues to provide: 

The amount of tax for Association shall be l 1/2 percent of the payroll expense of 
such Association, plus l 1/2 percent of the total distributions made by such 
Association by way of salary to those having an ownership interest in such 
Associations. Amounts paid or credited to those having an ownership interest in 
such Association prior and in addition to the distribution of ownership profit or loss 
shall be presumed to be distributions "by way of salary" and for personal services 
rendered, unless the taxpayer proves otherwise by clear and convincing evidence. 

39. In contrast, the Legal Text of Proposition K (the City's 2004 attempt to 

11 expand the Payroll Expense Tax to Partner profit distributions) deleted the last sentence 

12 from Section 903.1 excluding Partner profit distributions from Payroll Expense Tax to 

13 Associations in order to avoid conflicting provisions. See Ex. A at 162. Proposition Q did 

14 not make this change to existing law, leaving this provision excluding Partner profit 

15 distributions from the Payroll Expense Tax in the ordinance. 

16 40. In the Voter Information Pamphlet and in the November 4, 2008 ballot, 

17 Proposition Q was titled "Modifying the Payroll Expense Tax." 

18 41. The official wording of Proposition Q on the November 4, 2008 ballot was 

19 as follows: ''Shall the City specify that certain partnerships and other businesses are subject 

20 to the City's payroll expense tax and expand the payroll expense tax exemption for small 

21 businesses so that businesses with annual payroll expenses of $250,000 or Jess would not 

22 have to pay the tax?" This official wording also does not accurately describe Proposition Q 

23 to the voters for their approval. As explained above the City's long-standing Prior 

24 Methodology was to apply the Payroll Expense Tax to Associations, including Partnerships, 

25 as described in Section 903.1. The purported intent of Proposition Q was to expand the 

26 reach of the Payroll Expense Tax to all Partner compensation, including profit distributions 

27 (which were not taxable under the Prior Methodology). 

28 
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42. In addition to the Legal Text, the Voter Information Pamphlet included the 

following Digest for Proposition Q: 

The Way it is Now: The City imposes a 1.5% tax on the payroll expenses of 
businesses that have employees working for them in San Francisco. Payroll 
expenses include salaries, wages, bonuses, and commissions. The payroll expense 
tax does not apply to compensation to owners of certain partnerships and 
businesses. 

The City's payroll expense tax does not apply to small businesses. A company 
qualifies as a small business if its payroll expenses do not exceed $166,667. 

The Proposal: Proposition Q would specify that the City's 1.5% payroll expense 
tax applies to compensation paid to shareholders of professional corporations, 
members of limited liability companies, and owners of partnerships for their 
services. 

Proposition Q would allow these types of businesses to choose one of two ways to 
calculate how much of the payments to their owners is a taxable payroll expense. 
The business could: 

• determine how much of the payment to its owners is taxable compensation 
for services, or 

• calculate payroll expenses for each owner using a formula specified in the 
tax Code. 

Proposition Q would also expand the City's payroll expense tax exemption for small 
businesses. 

43. The Voter Information Pamphlet also included the following "Controller's 

20 Statement on 'Q"' from City Controller Ben Rosenfield: 

21 

22 

23 

24 

25 

26 

27 

28 

Should this ordinance be approved, in my opinion, it would result in a net annual tax 
revenue increase to the City of approximately $10.5 million. The ordinance would 
change the number and types of businesses in the City that pay the payroll tax. 

Some types of corporations compensate their partners by paying them a share of the 
firm's annual profits in addition to any salary paid for services rendered. Currently, 
the City's payroll tax is not paid on these profits. The proposed ordinance would 
require the payroll tax to be paid on all partner compensation, excluding returns on 
investment, and would result in additional gross tax revenue of approximately $17 
million .... 
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1 44. The Digest and Controller's Statement provide conflicting descriptions of 

2 Proposition Q that do not, and cannot, ameliorate the serious flaws in the Legal Text 

3 submitted to voters. In one instance, Proposition Q is described as only taxing 

4 compensation paid to Partners for services and in the other, it is described as taxing all 

5 profit distributions. Therefore, these descriptions also fail to set forth the expansion of the 

6 Payroll Expense Tax. 

7 45. Proposition Q was passed by a majority of the City's electorate on 

8 November 4, 2008. 

9 PlaintifI's 2012 Payroll Expense Tax and Refund Claim 

IO 46. Plaintiff engaged in business within and without the City during the year 

11 2012. In February 2013, Plaintiff filed a timely 2012 Payroll Expense Tax return. 

12 47. On February 13, 2014, in accordance with Gov't Code§ 910 et seq. and S.F. 

13 Bus. & Tax Regulations Code§ 6.15-1, Plaintiff filed a timely claim for refund for the 2012 

14 taxable year for a total of $408,695.00 (a copy of this claim for refund is attached hereto as 

15 Exhibit C and incorporated by reference as if fully set forth herein). 

16 48. As detailed on the Attachment to the refund claim, $408,695.00 is the 

17 amount of 2012 Payroll Expense Tax paid by Plaintiff on Partner profit distributions. 

18 49. Most of Plaintiffs Partners are not compensated for their services; Plaintiff 

19 distributes its net profits and losses among its Partners. Plaintiff makes guaranteed 

20 payments to compensate certain partners but Plaintiff seeks no refund of Payroll Expense 

21 Tax paid on these amounts. 

22 50 . In submitting its Payroll Expense Tax return for 2012, Plaintiff used the Safe 

23 Harbor Methodology set forth in Section 902.1 (d). Plaintiff did not and does not concede 

24 that any portion of its distributions, including the amounts reported using the Safe Harbor 

25 Methodology, constitute compensation for services, and such amounts do not constitute 

26 compensation for services. Rather, Plaintiff used the Safe Harbor Methodology in order to 

27 comply with its obligations to file a Payroll Expense Tax return and to avoid penalties. 

28 
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51. On April 22, 2014, the City denied Plaintiffs claim for refund (a copy of 

2 this denial is attached hereto as Exhibit D and incorporated by reference as if fully set forth 

3 herein). 

4 52. Plaintiff timely filed this Complaint for Refund before October 22, 2014. 

5 Cal. Gov't Code § 945.6; S.F. Bus. & Tax Regulations Code § 6.15-4. 

6 

7 

8 

9 

53. 

54. 

Plaintiff has exhausted all available administrative remedies. 

FIRST CAUSE OF ACTION 

Refund of Payroll Expense Tax- Prop. 218 

Plaintiff realleges and incorporates by reference the allegations set forth in 

10 paragraphs 1 through 53 above. 

11 55 . Proposition Q's expansion of the Payroll Expense Tax to Partnership profit 

12 distributions is invalid and unconstitutional because it failed to comply with the 

13 requirements of Prop. 218, Cal. Const. art. XIIIC. 

14 56. Prop. 218 imposed a constitutional requirement that the City cannot 

15 "impose, extend or increase any general tax unless and until that tax is submitted to the 

16 electorate and approved by a majority vote." It vests California voters with the right to 

17 approve any increase of a local tax. 

18 57. The Legal Text of Proposition Q submitted to voters was fatally flawed. It 

19 did not submit to voters the central provision of Proposition Q in Section 902 .1 ( d) 

20 expanding the Payroll Expense Tax to Partnership profit distributions - the very aspect of 

21 the law that Prop. 218 mandates must be submitted to voters for majority approval. See Ex. 

22 B 15 264. 

23 58. It is only through proper identification of the changes to an existing 

24 ordinance that a voter is able to approve such changes. See, e.g., S.F. Municipal Elections 

25 Code sec. 50 l; Elec. Code § 9086. There was no Section 902. l ( d) in the Payroll Expense 

26 Tax Ordinance prior to the passage of Proposition Q, yet the Legal Text of Proposition Q 

27 indicated that Section 902.l(d), and most significantly, its provisions expanding the Payroll 

28 Expense Tax to Partnership profit distributions already existed in the law (when it did not) 
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and had already been approved by the voters (when it had not). The Legal Text of 

2 Proposition Q indicated that only the change in the Safe Harbor Methodology in Section 

3 902.1 (d) was submitted for voter approval. See Ex. Bat 264. 

4 59. The fatal flaw in the Legal Text of Proposition Q is confirmed by 

5 comparison to the Legal Text of Proposition K, which clearly indicated that these key 

6 provisions in Section 902.1 ( d) were being added to the Payroll Expense Tax Ordinance and 

7 submitted for voter approval. In order to comply with Prop. 218, the Legal Text of 

8 Proposition Q must have shown the entirety of Section 902. l (d) in single-underlined, 

9 italicized test (as in the Legal Text of Proposition K). Compare Ex. A at 162 and Ex.Bat 

l O 264. By failing to underline and italicize Section 902.1 (d), the City misrepresented to 

11 voters that the Payroll Expense Tax already applied to all pass-through compensation to 

12 Partnerships when, in fact, this was the key issue that required majority voter approval 

13 before Proposition Q could be validly enacted. 

14 60. Because the key provision expanding the reach of the Payroll Expense Tax 

15 to Partnership profit distributions in Section 902.1 (l)(d) was not submitted to voters for 

16 their approval, Proposition Q failed to comply with the constitutional requirements of Prop. 

17 218, and the tax expansion is invalid as a matter of law. 

18 61. The Digest and Controller's Statement in the Voter Information Pamphlet 

19 provide conflicting descriptions of Proposition Q that do not, and cannot, ameliorate the 

20 serious flaws in the Legal Text submitted to voters. In one instance, Proposition Q is 

21 described as only taxing compensation paid to Partners for services and in the other, it is 

22 described as taxing all profit distributions . See Ex. Bat 193. 

23 62. The wording of the title for Proposition Q also failed to accurately describe 

24 Proposition Q to the voters. The bold summary language at the beginning of the Legal Text 

25 of Proposition Q describes it as an ordinance to "clarify" the tax liability of pass-through 

26 entities, not to alter or expand such liability. See Ex. Bat 264. 

27 63. The official wording of Proposition Q included in the Voter Information 

28 Guide and on the Ballot also does not accurately describe Proposition Q to the voters for 
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their approval, as required by Prop. 218. The official wording indicates that voters were 

2 asked to decide whether the City should specify that certain partnerships are subject to the 

3 Payroll Expense Tax; however, Partnerships were already subject to the Payroll Expense 

4 Tax, as set forth in Section 903.1. The purported intent of Proposition Q was to expand the 

5 reach of the Payroll Expense Tax to include types of Partner compensation (including profit 

6 distributions) which were not previously taxable. The City's failure to accurately describe 

7 the tax increase or expansion that it was submitting for voter approval violates Prop. 218. 

8 WHEREFORE, Plaintiff prays for relief as set forth below. 

9 SECOND CAUSE OF ACTION 

10 Refund of Payroll Expense Tax - Interpretation 

1 I 64. Plaintiff realleges and incorporates by reference the allegations set forth in 

12 paragraphs 1 through 63 above. 

13 65. In the alternative, even assuming Proposition Q had been properly approved, 

14 Proposition Q's amendments were not effective in expanding the Payroll Expense Tax to 

15 profit distributions to Partners. The plain language of Proposition Q does not support 

16 inclusion of non-guaranteed distributions to Partners in the measure of a partnership's 

17 Payroll Expense Tax. 

18 66. Although Proposition Q amended certain provisions of the Payroll Expense 

I 9 Tax, it did not amend a key provision governing the tax base for Associations. Section 

20 903.1 continues to provide explicitly that "distribution of ownership profit or loss" is not 

21 included within a Partnership's payroll expense tax base. Similarly, according to the Board 

22 of Supervisors, Proposition Q is meant "to clarify the tax liability of 'pass-through' entities" 

23 rather than to drastically depart from the taxation methodology for Partnerships under the 

24 Payroll Expense Tax Ordinance since its enactment in I 970. 

25 67. It is noteworthy that when the City attempted to pass Proposition K 

26 expanding the Payroll Expense Tax to Partnerships, it was more careful in its drafting and 

27 deleted the provisions in Section 903.1 addressing ·'distributions of ownership profit or 

28 
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loss.'' The City's errors in drafting Proposition Q have resulted in an inconsistent ordinance 

2 which cannot be read fairly to impose taxation on Partner profit distribution. 

3 68. In addition, the language that Proposition Q purported to change in the 

4 Payroll Expense Tax is to define the tax base of a Partnership as ''compensation for 

5 services.'' However, distributions of profits by a Partnership are not compensation for 

6 services. 

7 69. "Compensation for services" incorporates the concepts of effort expended 

8 and market value for that effort. Profit distributions are not "compensation for services." 

9 They are the allocation of the net income of the Partnership among its owners. 

10 70. Indeed, California law makes clear that Partnership profit distributions are 

11 not compensation for services. Cal. Corp. Code § 16401 (h) states that "a partner is not 

12 entitled to remuneration for services performed for the partnership." See also, Cal. Corp. 

13 Code § 16957 (distributions by limited liability partnership to its partners are "without 

14 consideration"); § 17001 U). 

15 71. When a Partner is compensated for the provision of services, the payment to 

16 the Partner is deemed a "guaranteed payment.'' A guaranteed payment is contractually set 

17 by the parties, typically prior to the provision of services, and it is an obligation of the 

18 Partnership with priority before any profits are distributed. 

19 72. Plaintiff does not compensate most of its Partners for their services, and, 

20 with limited exceptions, does not provide any guaranteed payments to its Partners. Rather, 

21 most of Plaintiffs Partners receive only distributive shares of the profits, and such shares 

22 are not guaranteed. A Partner's distributive share represents his or her share of Partnership 

23 profits. The amount of a Partner's total annual distribution reflects the ability of the 

24 Partnership as a whole to generate revenues and manage expenses. If the Partnership failed 

25 to make a profit, Partnership distributions to most of its partners would be zero regardless 

26 of the services performed. 

27 73. Tax law also confirms the distinction between guaranteed payments and 

28 non-guaranteed distributions. Subchapter K of the Internal Revenue Code makes explicit 
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that guaranteed payments are deductible in the calculation of the Partnership's net income 

2 and treated as an expense of the Partnership, akin to salaries paid to employees. After 

3 deducting expenses, including guaranteed payments, the Partnership's net income is 

4 calculated and then distributed among the Partners. See Schedules Kand K-1 to Form 

5 1065. Each Partner's non-guaranteed distributive share of the Partnership's net profits is 

6 Partnership income, not compensation for services (l.R.C. § 702). California incorporates 

7 federal law in all aspects relevant to this action. Rev. & Tax. Code § 17851. 

8 74. For all of these reasons, the plain language of the Payroll Expense Tax 

9 Ordinance does not permit an interpretation of the term "compensation for services" to 

10 include non-guaranteed Partnership profit distributions-Partners are not compensated for 

11 their services, profit distributions are not compensation for services, Section 903.1 excludes 

12 profit distributions from the Payroll Expense Tax, and Section 902.l(d) excludes returns on 

13 capital investment from the Payroll Expense Tax. 

14 75. Indeed, such an interpretation of Proposition Q is compelled to avoid 

15 rendering Proposition Q unconstitutional. To interpret Proposition Q to include non-

16 guaranteed distributions of the Partnership's net income would violate the federal and 

17 California Constitutions, including but not limited to the Due Process, Commerce, and 

18 Equal Protection Clauses. 

19 76. In the alternative, even if the Payroll Expense Tax Ordinance could be 

20 interpreted to tax some portion of profit distributions to the extent that they are 

21 compensation for services, Plaintiff is entitled to a refund based on the application of the 

22 Ordinance to its facts. As alleged, Plaintiff does not compensate its Partners for their 

23 services and is entitled to a refund of Payroll Expense Tax paid on all distributions that are 

24 not compensation for services. In addition, Section 903.1 excludes profit distributions from 

25 taxation. Finally, Plaintiff is entitled to a refund of Payroll Expense Tax paid on 

26 distributions that represent return on capital investment, pursuant to Section 902. l(d). 

27 77. In submitting its Payroll Expense Tax return for 2012, Plaintiff used the Safe 

28 Harbor Methodology set forth in Section 902. l(d) . Plaintiff did not and does not concede 
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that any portion of its distributions, including the amounts reported using the Safe Harbor 

2 Methodology, constitute compensation for services, and such amounts do not constitute 

3 compensation for services. Rather, Plaintiff used the Safe Harbor Methodology in order to 

4 comply with its obligations to file a Payroll Expense Tax return and to avoid penalties. 

5 WHEREFORE, Plaintiff prays for relief as set forth below. 

6 THIRD CAUSE OF ACTION 

7 Refund of Payroll Expense Tax - Taxation of Profit Distributions Violates 

8 Rev. & Tax. Code§ 17041.S 

9 78. Plaintiff realleges and incorporates by reference the allegations set forth in 

10 paragraphs I through 77 above. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

79. In the alternative, even assuming Proposition Q had been properly approved, 

Proposition Q's attempt to tax profit distributions to Partners violates Revenue & Taxation 

Code Section 17041.5 which bans income taxes imposed by local jurisdictions (including 

chartered cities) . Rev . & Tax. Code§ 17041.5 provides: 

Notwithstanding any statute, ordinance, regulation, rule or decision to the contrary, 
no city, county, city and county, governmental subdivision, district, public and 
quasi-public corporation, municipal corporation, whether incorporated or not or 
whether chartered or not, shall levy or collect or cause to be levied or collected any 
tax upon the income, or any part thereof, of any person, resident or nonresident. 

80. Rev. & Tax. Code § 17007 defines person to include "individuals' 

20 fiduciaries, partnerships, limited liability companies, and corporations." Thus, the plain 

21 language of Section 17041.5 bars a tax on the income of either Partners or the Partnership. 

22 81. If Proposition Q is interpreted to require inclusion of K-1 reported net 

23 earnings from self-employment in the Partnership's Payroll Expense Tax base, it would be 

24 an unlawful tax on income by a local jurisdiction. 

25 82. Profit distributions to Partners are income. They are the allocation of the net 

26 income of the Partnership among its owners after expenses are paid. Subchapter K of the 

27 Internal Revenue Code makes explicit that each Partner's distributive share of the 

28 Partnership's net profits is income (I.R.C. § 702), and Rev. & Tax Code § 17851 mandates 
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11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

that Subchapter K applies to the taxation of partners and partnerships in California. See 

also~ 74 supra. Therefore, the measure that the City is now seeking to tax is income. 

83. This defect is not cured by allowing partnerships to compute their Tax 

liability pursuant to the Safe Harbor Methodology because taxing even a portion of K-1 

reported net earnings from self-employment (which includes profit distributions) constitutes 

an unlawful income tax. Using the Safe Harbor Methodology does not change the character 

of the Partner profit distributions as income. 

WHEREFORE, Plaintiff prays for relief as set forth below. 

FOURTH CAUSE OF ACTION 

Refund of Pav roll Expanse Tax - Violation of Single Subject Rule 

84. Plaintiff realleges and incorporates by reference the allegations set forth in 

paragraphs I through 83 above. 

85. As noted above, Proposition Q contained both the purported tax increase 

challenged in this _lawsuit and a tax decrease achieved by increasing the small business tax 

exemption. The latter tax decrease did not require a vote of the electorate. 

86. The City's single subject rule provides in relevant part: "An ordinance shall 

deal with only one subject matter." SF Charter section 2.105. 

87. One of the purposes of the single subject rule is to minimize the risk of voter 

confusion and deception or, stated differently, to prevent '·logrolling" or exploiting the 

initiative process by combining in a single measure several provisions which might not 

have commanded majority support if considered separately. Yet, this is exactly what 

happened when the two different positions of Proposition Q were combined into a single 

initiative. 

88. The fact that Proposition K- the expansion of the Payroll Expense Tax to 

Partnership profit distributions without an increased tax exemption - did not pass, while 

Proposition Q's packaging of the expansion with an increased tax exemption did pass, 

raises serious concerns at the heart of the single subject rule. 
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89. By combining both a tax increase and a tax exemption, Proposition Q was 

2 both misleading and lacking in any common purpose, as required by a single subject rule. 

3 90. Section 2.105 contains the separate and related requirement that the "title of 

4 each ordinance shall clearly reflect the content of the ordinance." Here, the title of 

5 Proposition Q did not clearly reflect its content as it indicated that the ordinance would 

6 "clarify" the tax liability of Partnerships, not alter or expand such liability. 

7 91. Thus, Proposition Q violates the requirements of S.F. Charter § 2.105. 

8 WHEREFORE, Plaintiff prays for relief as set forth below. 

9 PRAYER FOR RELIEF 

10 WHEREFORE, Plaintiff prays for judgment against Defendants as follows: 

11 

12 

13 

14 

15 

1. 

2. 

3. 

For a refund of Payroll Expense Tax paid by Plaintiff for the year 2012 in 

the amount of $408,695.00, plus interest from the date of payment as 

provided by law; 

For Plaintiffs attorneys' fees and costs of suit as permitted by law; and 

For such other and further legal and equitable relief as the Court deems just 

16 and reasonable. 
ill 

17 Dated: October/J, 2014. 

18 PlLLSBURY WINTHROP SHAW PITTMAN LLP 
JEFFREY M. VESELY 

19 RICHARD E. NIELSEN 
50 Fremont Street 

20 Post Office Box 7880 

21 

22 

23 

24 

25 

26 

27 

28 
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San Francisco, CA 94120-7880 

By ./{aa1tef £ .Ju~, 
~ hard E. Nielsen 
Attorneys for Plaintiff 
PILLSBURY WINTHROP SHAW 
PITTMAN LLP 
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VERIFICATION 

2 I, C. BRIAN WAINWRIGHT, have read the foregoing Verified Complaint and the 

3 exhibits incorporated therein, and know the contents thereof. I am authorized to make this 

4 verification. I am informed and believe that the information contained in said document is 

5 true, and on that ground I allege that the information stated therein is true. 

6 I declare under penalty of perjury under the laws of the State of California that the 

7 foregoing is true and correct. 
iL 

8 Executed this _Q__ day of October, 2014, at Palo Alto, CA. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 
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DEPARTMENT OF ELECTIONS 
City and County of San Francisco 

Dear San Francisco Voter: 

....... 

JOHN ARNTZ 
Director 

September 12, 2004 

The November 2, 2004 General Election will be a hisloric election for San Francisco because it will be the firs! 
time San Franciscans use "ranked-choice voting" to elect local officlals. Voters amended the City Charter in 
March 2002 to require the use of ranked-choice voting, also called "instant run-off elections" to elect most local 
officials. This November, voters in seven of the City's eleven districts -districts I, 2, 3, 5, 7, 9 and 11 - will 
elect supervisors using this new voting method. Please tum to page 7 to view a district map if you are unsure ir 
your district will have a contest for Supervisor. 

The ballot card tha;t lists candidates for Supervisor will look very different from the ballots San Fr11I1cisco has 
used in the past and will have different voting instructions. Ballots for contests using ranked-choice voting will 
have thrte columns, side-by-side, and each column will have a complete list of the district candidates. The voter 
will be instructed to select a first-choice candidate in the ftrst col11mn, a second-choice candida:e in the second 
column, and a third-choice candidate In the thin! column. For specific infonnatlon about how to mW"k the 
ranked-choice ballot, please tum to page 10. 

I r~ommend that voters familiarize themselves with the ranked-choice ballot In advance of the election, and 
share this information with other votcn. I also encoura~e voters to attend one of the Depar1mcnt of Elections' 
weekly presentations on ranked-choice voting. These presentations are conducted in English, Spanish, 
Cantone~ and Mandarin, and are held at Cicy Hall and in neighborhoods lhroughout San Fra.'1cisc-o. 

Rnnked-choice voting does not affect contests for federal or State office, or ballot measures. For this reason, 
voters can expect that the portion of the ballot that lists these candidates and measures will be familiar - this 
ponion of !:he ballot will have: the same design and voting instructions that Sen Francisco has used since 
November 2000. 

Tn addition to informati on obout ranked-choice voting. this Voter Infonnation Pamphlet includes a sample of the 
official ballot for I.his dcction, as well as information about candidates and ballot measures. The back cover lists 
the address of your polling place. Since we sometimes need to relocate polling pl11ecs between elections, I rec­
ommend that each Valer check the location of his or her polling place before election dl!y. 

For more informatiOfl about the November 2, 2004 election and ranked-choice voting, please visit our website 
at www.sfgov.org/clcction or call the Department of Ek:ctions o.t 554-43'75. 

Respectfully, 

John Arntz. 
Director of Elections 

1 Dr. Car/Jon B. ~tJ Place - Room 48, San Francisco, CA 94102-4634 
Voice (415) 554-4375,· Fax (415) 554-7344: Abuntee Fax (415) 554-4372; TDD (415) 554-4386 
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,,... -· -
Purpose of the Voter Information Pamphlet 

The purpose ol this pamphlet Is to provide voters with lnlormaUon about candidates and ballot measures In advance or each elec­
tlon. In addltlO!l to the sample ballot, this pamphlet contains: lnlom,atlon about the qualifications of candidates for local office; lnfor­
malion about the duties and salari86 of the elective oflices aought by those candidates; the legal text of each local ballot measure; 
an impartial summwy ol each local ballot measure prepared by the City's Ballot Slmplllicatlon Committee; a financial analysis of 
eacn local ballot measure prepared by the City's Controlh:1r; an exp\enatlon of how each local ballot measure quatilled for lhe bal­
lot; and argumenls supporting and opposing local ballot measures. This pamphlet Is also available In Chinese and Spanish. 

The Department of Elections delivers the voter Information pamphlets to the Poot Offic& lor dellveiy lo individual voters, If you do 
not receive your pamphlet In a timely manner, please contact your local Posl Office and the Department of Elections. 

Este folleto tambien est.a disponible en espanol. Para sollcUar una copla en espefiol, por favor flame al teleiono (415) 554-4366. 

The Ballot Simplification Committee 
The Ballot Simplification Committee prepares an Impartial summary of aach local ballot measure. In addition, the Committee writes 
or reviews other information in this pamphlet, Including the glossary of "Words You Need to Know• and the Frequently Asked 
Questions. Toe Committee members have backgrounds in journalism and written communlcaUon, and they volunteer their time to 
prepare these informational materials for voters. The Committee members are: 

Betty Packard, Chair 
Nominated by rtie Northern California 
Broadcasters Association 

Alma Carron 
Nominated by the National A:.s<)Ciation of 
Television Arls and Sciences 

Suzanne Stassavitch 
Nominated by the League of Women Voters 

Julia Moll, Ex qfflcio 
Deputy City Attorney 

John Arntz, EK offk:lo 
Director of Elections 

Access for the Disabled Voter 
by the Ballot Simpllficatlon Committee 

Before Election Dey 

Absentee voting- All voters may request that an absentee 
ballot be malled to them, or they may vote In person al the 
Department of Electlons, City Hall, Ona Dr. Carlton B. Goodlett 
Place, Room 48, from October 4 ttirough November 2. 
The office hours ere: 

, B a.m. to 5 p.m., Monday through Friday; 
, 10 a.m. lo 4 p.m., on Saturday and Sunday, October'23· 

24 and October 30-31; 
. 7 a.m. to B p.m. on Election Dey, November 2. 

In addition, all vote1o may apply to become Permanent Absentee 
Voters (sae p11.ge B). Ballots for all future elacUons wlll 
eutomallcally be mailed to Permanent Absentee Voters. 
Tape recordln11s- Toe San Francisco Public Library for the 
Blind and Print Handicapped, 100 Larkin Street, produces and 
distributes tap&-recorded copies of the Voter Information 
Pamphlet for use by visually lmpnired voters. Voters may 
request a tape-recorded copy by calling Martin Magid al the 
San Francisco Public Library for the Blind and Pont Dlsabled, 
al (415) 557-4253, or may obtain a copy at any branch of the 
San Francisco Public Library. 
TDD (Tele<::ommunlc.al lon11 Dovlce for the Deaf)- Hearing­
Impaired or sp98Ch-lmpa/red voten. who have a TDD may 
communicate with the San Francisco Department of Elections 
office by calling 554-4386. 

3S·CP3-NE04 

On Election Day 

Aaalata.nc:- Persons unable to complete their ballot may 
bring one or two persons with them Into the voting booth lo 
assist them, or !hay rnay ask poll workers lo provide 
assistance. 
Curb-•lde voting- If architectural barriers prevent an elderly 
or disabled voter from entering the polling place , ,poll womers 
will bring lhe necessary voting mstenals to Iha volar In lront of 
the polling place. 
Parking- If a polllng place le situated in a residential garage, 
elderly 9.J'ld disabled voters may park In the driveway while vot­
ing, provided they do not block traffic. 
Reading tools- Every polling place has large-pr1nt Instruc­
tions on how to vote and speclaf sheets to magnify the type on 
lhe bsllol. 
Seatecl votin1r- Every polllng place has at least one voting 
booth which allows voters to vote while sitting in a chair or a 
wheelchair. 
Voting tools- Every precinct has an easy-gr1p pen for sighing 
the rosier and an ea&y'ilriP special pen for marking the ballot. 

3 
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,. . -. -Voter Bill of Rights 
1. You have the right to cast a ballot If you are a valid registered voter. 

A valid registered voter means a United States citizen who is a restdent in this state, who is at least 
18 years of age and not in prison or on parole for conviction of a felony, and who Is registered to 
vote at his or her current residence address. 

2. You have the right to cast a provisional ballot H your name Is _not listed on the voting rolls. 

3. You have the right to cast a ballot H you ere present and In line at the polling place prior to 
the close of the polls. 

4. You have the right to cast a secret ballot free from intimidation. 

5. You have the right to receive a new ballot ff, prlor to casting your ballot, you believe you 
made a mistake. 
If, at any time before you finally cast your ballot, you feel you have made a mistake, you have the 
right to exchange the spoiled ballot for a new ballot. Absentee voters may also request and receive 
a new ballot If they return their spoiled ballot to an elections official prior to the closing of the polls 
on Election Day. 

6. You have tile right to receive assistance in casting your ballot, If you a,·e unable to vote 
without asslatanca. 

7. You havG the right to return a completed absentee ballot to any precinct In the county. 

e. You have the right to election materials In another language, If there are sufficient residents 
In your precinct to warrant production. 

9. You have the right to ask questions about election procedures and observe the elections 
process. 
You have the right to ask questions of the precinct board and erection officials regarding election 
procedures and to receive an answer or be directed to the appropriate official for an answer. 
However, If persistent questioning disrupts t.he execution of their duties, the board or election offl­
clats may discontinue responding to questions. 

10. You have the right to report any Illegal or fraudulent activity to a local elections official or 
to the Secretary of State's Office. 

If you believe you have been denied any of these rights, or If you are aware of any elections fraud or 
misconduct, please call the Secretary of State's confldantial toll-free 

Voter Protection Hotline at 1-800-345-VOTE [8683] 

CALIFORNIA SECRETARY OF STATE KEVIN SHELLEY 
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Frequently Asked Questions 
by the Ballot Simplification Committee 

Q - Who can vote? Q - If I don't know what to do when I get to my po/ling 
A - U.S. citizens, 1B years or older, who are registered to p/sr;:e, Is there ,om•one there to help me? 
vote in San Francisco on or before October 18, 2004. A - Yes, the poll workers at the polling place will help you. 

a - My 18th birthday Is after October 18, 2004 but on 
ar b6fore November 2. May l vote In the November 2 
el&etlon? 
A. - Yes, tt your 18th birthday is on or before November 2, but 
attar October 18, you can register to vote on or before October 
18 and vote November 2 - even though you were not 18 at 
the time you registered to vote. 

a - If I was BrfB51*I or convicted of a crime, can I still vote? 
A - You can vote as long as you are 
not In pr1son or on parole for a felony 
conviction. You must be registered to 
vole. 

a - Can I take my ,ample ballot or my own written list 
Into th6 voting booth? 
A - Yes. Deciding your votes before you get to the polls will 
help. You can locate your sample ballot inside this voter 
pamphlet. 

Q - /s there sny wsy to votB lnstsad of gofng to the 
polling placa on Electlon Day? 
A. - Yes, you can vote before November 2 if you: 

Fill out and mail tha Absentee Ballot 

Q - / nave Just become a U.S. 
citlz8n. can I vote In thf Navamber 2 
oleciion? 
A - If you became a U.S. citizen on or 
before October 18, you may vote In 
the election, but you must register to 
vote by October 18. 

Q -· Who can vote? 

A - U.S. citizens, 

appllcallon printed on the back cover of 
this book. Within three days attar we 
receive your request, a vote-by•mall 
ballot will be sent lo you. Your request 
rtiust ba received by the Department 
of Elections na later than 5 p.m. on 
October 26, 2004; 

OR 

DR 

II you became a U.S. citizen 
after Ociober 18, but on or before 
October 26, you may register and vote 
at the Departmenl of Elections office 
wi1h proof of citizenship and proof of 
San Francisco residency. 

18 years or older, w/10 

are registered to vote in 

San Francisco on or 

befom October 18, 2004. 

Go to the Office of the Department al 
·Elections at City Hall, 1 Dr. Carlton B. 
Goodlett Place, Room 48, from October 
4 through November 2. The office 
hours ere: from 8 a.m. to 5 p.m., 
Monday tnrough Friday; from 10 a.m. to 
4 p.m. Saturday and Sunday starting 
October 23-24 and October 30-31; and 
from 7 a.m. to 8 p.m. on Election Day, 
November 2. 

Q - / have movfld within the county 
but have not rr,-roglstsl'lld. Csn I vote In thl• ew:tlon? 
A - Yes, but you must go to your new polling place and 
complete B voter registration card to update your registra­
tion information. 

a - When do I vote? 
A - Election Day Is Tuesday, November 2, 2004. Your 
polling place will be opsn from 7 a.m. to 8 p.m. 

Q - Where do I go to vote? 
A - Go to your polling place. The address Is on 1he back 
cover of this book. 

a - What do J do If my polling p/acs I• not open? 
A - Check the label on the back of this book to make sure 
you have gone lo 1he right piece. Polllng places often 
ch&nga. If you art1 at the right place, call the Department of 
8ecilons at 554-4375 to Jet them know lhe palling place Is 
n0! open. 

3&-CP5-NE04 
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a - If I don't use an appllcatlon 
lorm, can I gat an Ab11ontoo Sallot sr;,mo other way? 
A - You can send a note, preferably on a postcard, lo the 
Department cf Elections asking for a ballot. This note must 
include: your printed home address, the address where you 
want the ballot malled, your birthdate, your printed name and 
your signature. Mall your request or fax It to (415) 554-4372, 
Your request must be reoolved by the Department of 
Elections no later than 5 p.m. on October 26, 2004. 

Any vorer has lf1e right under Cafifom/a Elections Coda 
Sections 9295 and 13314 to seek e writ of mand11te or an 
Injunction, prior to the publication of the Voter lnlormetfon 
Pamphlet, requiring any or all of the materials submltred tor 
pub/lest/on In the Pamphlet to b8 amended or deleted. 

5 
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NEW THIS NOVEMBER: 

RANKED•CHOICE VOTING 

Ranked-choice voting (also known as "instant run-off voting") was passed by San Francisco 
voters as an amendment to the City Charter (Proposition A} in March 2002. Ranked-choice 
voting allows for elections in which candidates win by majority vote totals without the need for 
separate run-off elections. 

Ranked-choice voting authorizes San Francisco voters to elect local officials by ranking a first, 
second and third choice candidate for each office. 

Ranked-choice ballots are counted In the following way: 

• Every first-choice selection is counted. A candidate· who receives a majority (more than 
50%) of the first-choice rankings is declared the winner. 

• It no candidate receives more than 50% of the first-choice selections, the candidate who 
received the fewest number of flrst-ci1oice selections Is eliminated from the race. 

• Voters who selected the eliminated candidate as their first choice will have their vote trans­
ferred to their second choice. 

• All votes are recounted. 

• Once the recount is finished, the candidate who has received more than 50% of the votes 
is declared the winner. 

• If no candidate receives more than 50% of the votes in the recount, the process of elimlnat 
ing candidates and transferring of votes to the next-ranked candidate is repeated until a 
candidate has a winning majority. 

San Francisco voters will use ranked-choice voting when electing members of the Board of 
Supervisors , Mayor, Sheriff, District Attorney, City Attorney, Treasurer, Assessor-Recorder, and 
Public Defender. 

For the November 2, 2004 election, San Francisco voters will elect members of lhe Board of 
Supervisors for Districts 1, 2, 3, 5, 7, 9 and 11. (San Francisco voters who live in Supervisorial 
districts 4, 6, 8 and 1 O will not use ranked-choice voting this electlon). To locale your district, 
tum to the map on page 7. For instructions on how to mark the ranked-choice ballot, tum to 
page 10. 
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San Francisco's Supervisorial Districts 

San Francisco Is divided into eleven Supervisorial districts. Each district Is represented by one 
member of the Board ot Supervisors. For the November 2, 2004 election, San Francisco voters 
who live in districts 1, 2, a, 5, 7, 9 and 11 wlll elect their member of the Board of Supervisors. To 
find out which district you live in, please refer to the map. 

6 

6 

4 

District 1 covers most of the Richmond neighborhood. 

District 2 lnclucfes the Presidio, Cow Hollow1 Marina, and Pacific Heights neighborhoods, as 
well as part of tha Richmond neighborhood. 

Olstrlcl 3 includes Chinatown, Nob Hill, Russian Hill, Telegraph HIii, and the waterfront. 

District 4 covers most of the Sunset neighborhood. 

District 5 Includes the Halght-Ashbury, Panhandle, and Western Addition neighborhoods. 

District 6 Includes the Civic Center and South of Market neighborhoods and Treasure Island. 

District 7 includes Park Merced and Twin Peaks. 

District 8 includes the Castro, Noe Valley, Glen Park, and Upper Market neighborhoods. 

District 9 Includes the Mission and Bernal Heights neighborhoods. 

District 10 Includes the Bayview, Hunter's Point. and Potrero HIii neightxirhoods. 

District 11 Includes the Ingleside. E)(celsior, Ocean View and Merced Heights neighborhoods. 

38-CP7-NE04 
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G Early Voting 

(In person or by mail) 

You no longer nNd a reason such aa lllnet1~ or travel 10 quallfy to cast your l>allot prior to election day. 
Any voter may request an absentee ballot. You can request that a ballot be malled to you, or you can come to 
the Department of Electlons and vote an absentee ballot starting on October 4, 2004. 

EARLY VOTING IN PERSON 

Office hours for early voting are as follows: 
• e a.m. to 5 p.m., Monday through Friday, beginning October 4 at City Hall, 1 Dr. Carlton B. Goodlett Place, Room 48; 
• 10 a.m. to 4 p.m., Saturday and Sunday starting October 23-24 and October 30-31; 
• 7 a.m. to a p.m. on Election Day, November 2 at City Half, 1 Dr. Carlton B. Goodlett Place, Room 48. 

EARLY VOTING BY MAIL 

To request an absentee ballot by mall, complete the 1ppllr:atlon card on tht back cover of thlt pamphlet, and mall I! to Uie 
Department o! Elections. You may also request a ballot by sending a short note or postcard to the Department of Eleollons. When 
making such a request, remember to Include your home addre~. the address to which you want the ballot malled, your birthdate, 
name and slgnatur&. YoU!' a&gn.tture muat be lneludedl Mall your request or lal< It lo (415) 554-4372. Your tequest must be 
received by the Department of Elections beforv 6 p.m. on October 26, 2004. (BY law, the Department ol Elections cannot accept 
requests tor absentee ballots received attar 5 p.m. on October 26, 2004, regardless of wh9n these requests ara postmarked/). 
Within thme days altar ws receive your request, an absentoe ballot wlll ba sen! to you. 

When you receive your ebsantee ballot. please read the instructions carefully. You can mark your absentee .ballot using a pencil or 
black pen. (Because permanent markers can bleed through to the reverse side of the ballot card, the Oepanment of Elections does 
not recommend lho use ol tell tip pens.) 

You can mall your absentee ballot back to Iha Departme/'lt of Elections by Inserting your absentee ballot Into the envelope provided, 
signing and sealing the envelope, and dropping It In any mailbox-no stamp Is requiredl You can also drop oll your voted absentee 
ballot al MY p011lnc place on Electlon Day, Tuesday, November 2, 2004. The Department of Elections MUST recaive your absentee 
ballot by 8 p.m. on Tuesday, November 2, 2004. 

Permanent Absentee Voter 
(Permanent Vote-by-Mail) 

Anv re;t111er&d voter may n,qunt to be a Permanent AbNntee Votar. Parmanant Absentee Voter statu1 Is no longer llmlted to 
1t101e votera wltfl physical dl18bllltlu. 

Once you are on our permanent absencee voter mall Ing list, we will mall you an absentee· MIiot automatically for every election until you 
move, r11-reglster, or do not vote In a statewide general election. If you do not vote In a statewide gene rat election, you wlll no longer be 
11. permanent absentoe vol.er; howevor, you wlll remain on 1ho volar roll unless lhls office hae been lmorrned that you no longer live at 
the addreos at which you are reglstereci. 

To become a permanent absentee voter, complete !he 11bsantee ballot application on the baok cover and rij\um I! to lhe Department ot 
Elections or ca.I! lor an appllcatlon at (415) 554-4375. Be 1uro to check the box that aay,, "flilm,anent Absentee Voter" llllld 11tgn 
your name wh11re tt 6.IYI, "Sign Hero." 

II you move, re-register, or do not vote In a statewide general election. you will need to re-apply to be a permanent absentee voter. ln 
all other cases, you do not need to re-apply. 

B 

IMPORTANT NOTICE TO PERMANENT ABSENTEE VOTERS 

If you have already reglslerad as a permanent absentee voter, your ballot will be malled on or about October 4. To 
find out If you are registered as a permanent absentee voter, please call the Department or Elections at 554-4411 . 
11 you have not received your absentee ballot by October 20, please call 554-4375. 

38·CPB-NE04 
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How to Locate Your Polling Place 
Your Polling Place May Have Changed 

Back cover of this pamphlet (upper right-hand side): 

NOTE: 
Your polling place address Is located on 
the upper right-hand side of the back 
cover ot this pamphlet. Please make a 
note of it. Even If you request an absentee 
ballot, you may still wish to tum in your 
ballot at your polling place on eleetlon day. 

Check here for whether your polling 
place Is handicapped accessible. 

Your precinct number 

38·CP8-NE04 

Eureka Valley Playground 
, 00 Collingwood Street 
Between Stevens and Broadway 
PRECINCT 3623 

, ... I 

, . ' 
_!. . 

The slope of the entrance to your polling place 

.-. 
1 
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IMPORTANT NOTICE 

RESIDENTIAL CONFIRMATION POSTCARD 

WIii you vote In the upcoming election? 

When people don't vote, we begtn to think they no longer live In San Francisco. 

When our records contain people who no longer live In San Francisco, valuable tax money is spent in maintaining records, 
malling election materials, and preparing to count votes thal are never cast. 

In January 2005, we will be cleaning our records, but we do not want to lose track of anybody still living In San Francisco 
just because they haven't voted In awhile. 

We will be malling several thousand postcards lhat voters should mall back to us to confirm their residential and mailing 
addresses. II you receive one of these postcards, p1eaae take the ttrna and mail It back to us within 15 days of receipt. 
It we don't h"at from you Wit wtlf lnactlvata yCJur voter registration. 

The people who will recalve these postcards are those who 
t have not voted in the past 4 years in any election, or 
+ have not responded to previous postcards or letters from the Department of Elections 

Voters whoso files are inactivated 
+ will not receive a Voter lnlormation Pamphlet for future elecHons, and 
• may be required to show proof of residence before a ballot is Issued lo them at the poll, and 

FURTHERMORE, IF YOU DO NOT VOTE, WE MAY CANCEL YOUR VOTER REGISTRATION. 
Under state election laws, all people who receh,e this card and who do not vote between the date of thla notice 
and the second federal general el9C11on that follows the d11ta of this notice, their registration may be cancelled. 

ALL CANCELLED VOTERS WILL HAVE TO RE-REGISTER TO VOTE IN FUTURE ELECTIONS 

So, let us know If you still !Ive in San Francisco and want to remain on the active voter roll. PLEASE take the time to vote, 
respond to one of our malllngs, or, to write and let us know that you want to stay on the active voter roll. If you decide to 
writo to us, please sign your letter and include the date, your current San Francisco resldentlal address, your mailing 
a_ddres.s • If diHerent from your San Franclsco residential address, your birthplace, and your date of birth. 

We thank you In advance for yoor cooperation! 

DEPARTMEIIIT OF ELECTIONS VOTER SERVICES DIVISION 
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Polling Places Change Every Election 

EACH ELECTION an average of thirteen percent of San Francisco's 
polling places change due to cancellalions. To confirm the location of 
your polling place, always check the back of your Voter Information 
Pamphlet. There you will find the accesslblllty status and locatlon of 
your polllng place, Including cross-streets. 

Always check the back of your Voter Information Pamphlet 

VOTl! Hl!!RF.I 

Change Card 
IF A POLLING PLACE cancels after the Voter lnfonnatlon Pamphlet has been 
mailed, change notification postcards are sent to all registered voters within the 
precinct to Inform them of the new location. 

Change of Poll Signs 
FOR THOSE VOTERS who are unaware that their poll site has changed, 
Change of Poll Signs are posted at the address of the old polllng place on 

Electlon Day. Voters can tear off a sheet of paper with the location name, 
address and cross-streets of their new polling place from a pad attached 
to the Change of Poll Sign. 

Some Voters Must Vote by Mail 

198 

VOTING PRECINCTS with less than 250 registered 
voters may be declared "Malled Ballot Precincts". All 
voters In those precincts are automatically mailed an 
official ballot and a postage-paid return envelope 
four weeks belore every election. 

For those voters who would prefer to drop-off their 
official mall ballot at a polling place, the location 
names and addresses ol the two poll sites nearest 
1he precinct are provided. 

38·CPl!IS·NE04 _. 
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HELP AMERICA VOTE ACT 

The Help America Vote Act (HAVA) is a federal Jaw lhat requires individuals registering to vote for the first 
time, or voters who registered to vote by mail any time after January l, 2003 and are voting at the polls for the 
first time since registering, to present identification information. 

Specifically, HAVA requires that: 

Individuals who register to vote in a federal election must include with their voter registration application 
EITHER: 

( I) a cum:nt and valid California driver's license number or California ID card number; OR 
(2) the last four digits of their social security number 

Voters who registered to vote by mail after January t, 2003, and did not include a California Driver's liceru;e 
number, California ID card number or !he lase four digits of their social security number, and have not voted in 
an election sioce registering, must produce at the polls EITHER: 

( l) a current, valid photo ID; OR 

(2) a copy of a current utility bill, bank statement, government check, paycheck, or other government 
document displaying the name e.nd aadress of the voter. 

38-S8-41-NE04-15 
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Information on Local Ballot Measures 
DIGEST AND ARGUMENT PAGES 

On the following pages, you will find inlormation about local ballot measures. For each measure, a digest has been 
prepared by the Ballot Simplification Committee. This dioest ilcludes a brief explanatjon ol "The Wey It Is Now/ whet each 
proposal would do, what a "Yes· vote means, and what a "No" vote means. Also Included Is a statement by the City 
Controller about the fiscal Impact or cost ot each measure. There is also a statement of how the measure qualified to be 
on the ballot. 

Following the ballot digest page, you will find arguments for and against each measure. 

NOTE: All arguments are strictly 1he opinions of their authors. They have not been check&d for accuracy 
by thl11 office or any other City official or agency. Arguments end rebuttals are reprotfuced as they 
are aubmltted, Including typographical, spelling and grammatical errors. 

"PROPONENT'S" ANO "OPPONEKT'S" ARGUMENTS 
For each mea..sure, one argument In favor of the measure ("Proponent's Argumenr) and one argument against the 

measurs (•Opponent's Argumenr) la printed in tho Voter Information Pamphlet free of charge. 
The designation, #Proponent's Argumenr and •opponent's Argument" Indicates only that 1he arguments were selected 

in acoord.ance with criteria In Section 540 of the San Francisoo Municipal Elections Code and were printed ·lree ol charge. 
The Director of Elections does not edit the arguments, and the Director of Elections makes no claims as to lhe accuracy 
of statements In 1he arguments. 

The "Proponent's Argument" and the "Opponent's Argument" are selected according to the following priorities: 

; ' '. : •IOPPQNfNT'S ARGUMENT" ' -:;;,r 
· , . .• ••• . . . ' . . .~ •,n 

1. The official proponent of all lnltiaUve petition; or the Mayor, 1. For a referendum, the person who files the referendum 
the Board of Supervisors, or four members of lhe Board, petition with the Board of Supervisors. 
If the measure was submitte<l by same. 

2. The Board of Supervisors, or any member or 
members designated by the Board. 

3. The Mayor. 

2. The Board of Supervisors, or any member or 
members designated by !he Board. 

3. The Mayor. 

4. Any bona fide association of citizens, or combination of 4. Any bona fide association of citizens, or combination of 
voters and association of citizens, any Individual voter. voters and associallon of citizens, any Individual voter, 

REBUTTAL ARGUMENTS 
The author of a ·Proponent's Argumenr or an "Opponent's Argumenr may also prepare and submit a rebuttal 

argument. Rebuttals are also the opinions of the author and are not checked to r accuracy by the Director of Elacllons or 
any other City ofllcial or agency. Rebuttal arguments are printed below the corresponding "Proponent's Argument• and 
"Opponent's Argument" 

PAID ARGUMENTS 
In addttlon to the "Proponent's Arguments· and "Opponent's Arguments· which are printed without charge, any eligible 

voter, group of voters, or association may submit paid arguments. 
Paid arguments are printed In the pages following the proponent's and opponent's arguments and rebuttals. All of the 

arguments in favor of a measure·ere printed together, followed by ttie arguments oppesed to that measure. Paid arguments 
for each measure are printed in order of submission. 

Arguments and rebuttals are solely the opinions of their authors. Arguments and rebuttals are not checked for accuracy 
by the Dlrootor of Elections, or by any other City official or agency. 
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AN OVERVIEW OF SAN FRANCISCO'S DEBT 

WHAT IS BOND FINANCING? 

Bond 11nanclng Is a type of long-term borrowing used to raise money for projects. The City receives money by selling bonds 
to Investors. The City must pay back the amount borrowed plus Interest to those investors. The money raised from bond 
sales Is used to pay for large capital projects such as fire and police stations, affordable housing programs, schools, 
libraries, pari<s, and other city facilities. The City uses bond financing because these buildings will last many years and 
their large dollar costs are difficult to pay for all at once. 

1ypes of Bonds. There are two major types of bonds--General Obligation and Revenue. 

General obligation bonds are used to pay tor projects 'that benefit citizens but do not raise revenue (lor example, ponce 
stations or parks are not set Up to pay for themselves). The City's general obligation bonds must be approved by a two, 
thirds vote. When general obHga(lon bonds ere approved and sold, they are repaid by property taxes. The Affordable 
Housing Bond and the Historical Resources Preservation Bond on this ballot are both general obligation bonds. 

Revenue t,onds are used to pay for projects such as major Improvements to an airport, water system, or other large facll­
lties which generate revenue. The City's revenue bonds must be approved by a maJority vote. When they are sold, they 
are generally paid back from revenues generated by bond-financed projects, for example usage tees or parking fees. There 
Is no revenue bond on this ballot. 

WHI\T DOES IT COST TO BORROW? 

The City's cost to borrow money depends on the Interest rate on the debt and the number of years over which It will be 
repaid, Large debt Is usually paid off over a period of 10 to 35 years. Assurring an average Interest rate of 6%, the cost of 
paying off debt over 20 years Is about $1.73 for each dollar borrowed--$1 tor the dollar borrowed and 73 cents for the inter­
est. These payments, however, are spread over the 20-year period. Therefore the cost after adjusting for inllation reduces 
the effective cost because the future payments are made with cheaper dollars. Assuming a 4% annual inflation rate, the 
cosl of paying off debt In today's dollars would be about $1.18 for every $1 borrowed. 

THE CITY'S CURRENT DEBT SITUATION 

Legal Debt Limit. The City Charter Imposes a limit on the amount of general obligation bonds the City can have out­
standing al any given time. That imlt Is 3% of the assessed value of property in the Clty•-or currently about $3.15 billion. 
Voters give the City autnorizalion lo Issue bonds. Those bonds that have been issued and not yet repaid are considered 
to be outstanding. As of June 30, 2004, there were $845 mllllon in general obligation bonds Issued by the City outstand­
ing, which Is equal to 0.8% of the assessed value of property. Tllere were an additional $872 mllllon in bonds that are 
authorfzed-but unissued. If all of these bonds were issued and outstanding, the total debt burden would be 1.63% of !he 
assessed value of property. Bonds authorized to be issued by the School District and by the Community College Districl 
do not Increase the City's debt burden for the purposes of the Charter limit, however they are repaid by property taxes (see 
Prudent Debt Limit below). 

Debt Payments. During fiscal year 2004-05 the City will pay approximately $135.1 million of principal and interest on out­
standing general obllgatlon bonds. The property tax rate for the year will be 14.4 cents per $100 of assessed valuation or 
$422 on a home assessed at $300,000. 

Prudent Debt Limit. Even though the City ls well within its legal debt limit in Issuing general obligation bonds, there are 
other "prudenr debt calcuiatlcns used by bond rating agencies When they view the City's flnanclal health. These agencies 
look at all debt using the City's tax base--our general obligation bonds, lease revenue bonds, and redevelopment agency, 
school and community college district debt. They then lake that debt as a percentage of assessed value and the result Is 
called the overlapping debt ratio. Large cilies in the United States have a median overlapping debt ratio of 3.9% •• mean­
Ing half of the cities have less debt, half have more. The City currently has a ratio for all overlapping debt of 2.35%. White 
this la under the median debt ratio cf large cltlea, the City needa to aet priorities for future debt to continue to 
maintain good credit ratings that, In turn, are a algn of good financial health. 

Prepared by Ed Harrtn9ton, Controller 
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WORDS YOU NEED TO KNOW 
by the Ballot Simpn!icatlon Committee 

LISTED BELOW ARE DEF1Hme>HS Of TERMS: 

ABSENTEE B~LLOTS (FAEQUENnY AsKED CUESTIONS) 

- Balots malled to voters or given to voters In person at 
the Department of Elections. Absentee ballots can be 
malled back to the Department cl Eleotlons, turned In at the 

Department ot Elections office in City Hall, or tumed In at 
any San Francisco polling place on election day. 

ANNUAL BUDGET (PROPOSITION G) - The estimated 
cost of operating the City each year. 

AREA MEDIAN INCOME (PROPOSrTION A) - A level al 
income based on all incomes earned within a certain geo­
graphic area. Half of Area households have incomes higher 
than this amount, and half have incomes lower than !his 
amount. CurrenUy, the Area median income !or a two·person 
household is $76,000. 

CHARTER AMENDMENT (PROPOSITIONS C, D, E, F AND G) 
- A change to the City's Charter. The Charter iS the City's 
Constitution. The Charter can only be changed by a major­
ity vote of the people. 

0eCLARAT10N OF POLICY (PROPOSITIONS N AMO 0) 
- A statement or expression of the will of the voters. 

GENERAL FUND (PAOPOSl'rlONS A AND L) - That pan of 
the City's annual budget that can be usad for any City pur· 
pose. Each year, the Mayor and the Board of Supervisors 
d&eide how the General Fund wlll be used. Money for 1he 
General Fund comes from property, business, sales, and 
other taxes and fees. Currently, \he General Fund Is 47% of 
the City's budget. 

GENERAL 0BUGATION BoND (PROPOSfTIONS A AND B} 

- A promise Issued by lhe City to pay back money bor­
rowed, plus interest, by a certain date. When the City wants 
to raise money to pay for a large public project, it can bor­
row money by issuing General Obligation Bonds. The City 
then repays the money plus interest over a period al years 
with property taxes. A two-thirds majority vote i& required to 
authorize Issuance of General Obllgatlon Bonds. 

GROSS RECEIPTS (PRoPOsmON K) - The total amount of 
money a business takes in for certain goods and services. 

3&CP5J·NE04 

HoLD-OVER (PROPOSITION D) - A member of a City 
board or commission who co~tlnues to serve after his or her 
tenn has expired. 

HOTEL TAX (PROPOSITION L) -A 1ax added to the rental 
of hotel rooms. 

IMPLEMENT (PROPOSITION F) - To put Into effect. 

lNmATIVE (PAOPOSmONS L ANO M) - A proposition 
placed on the ballot by voters. Any voter may place an lni· 
tlative on the ballot by gathering the required number of sig· 
natures on a petition. 

NONPROFrr (PROPOSITION L) -A business that does not 
opera.ta for profit. 

0RCINANCE (PROPOSITIONS H, I, J, K, l AND M) - A local 
law passed by the Board of Supervisors or by the voters. 

PROPOSrTlON (PROPOSITIONS A 'lliAOUGH 0) - Any measure 
that Is submitted to the voters for approval or disapproval. 

QUALIFIED WRITE-IN CANDIDATES - A person who 
has turned In the required papers and signatures to the 
Department of Elections. Although the name of this person 
will not appear on the ballot, voters can vote for this person 
by writing the name of the person In the space on the ballot 
provided lor write-in votes. The Department of Elecllons 
counis write-In votes only for qualllled wrlte·in candidates. 

REVITALIZE (PROPOSITION I) -To bring.back to use e~er 
a decline. 

SALES TAX (PROPOSITIONS J AND 0) -A tax added to the 
sale of certain retail goods. 

SURCHARGE (PROPOSITION L) - An additional amount 
added to lhe base charge of goods and services. 
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VOTING REFERENCE CHART 
Fill in your choice.s - Clip out and take witfl you to the polls 

OFFICES 

President Vole For one 

Unhed State• Senator Vote For one 

United States RepreHntative Vote For one 

State Senator Vole for one 

Member, State Assembly Vote (orons 

Member, Community College Boord Vote for Four 

. 
Member, Board d !Education Vote lor fovr 

Member, Board of Supervisors First choice 

For more infurmotio"n on ranking yovr first, second and Second choice 
third choicel fur yovr district's Member of Hie Board of 
SuP6rviwri1 tum lo page 6. Third choice 

Notes: 

38·CP205-NE04 205 
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PROPOSITIONS 

TITlE 

A : Affordable Housing Sood$ 

B : Historical Presarvction Bonds 

C : Heolt\1 Service System 

D : Change, to City Charter 

E : Police & Fire Survivor Benefits 

F : Noncitizen Voting in School Board Eledions 

G : Heallli Plans for City Resiclents 

H : Naming the Slodium at CandlasHck Point 

I : Economic Aoolysis of Legislalion 

J : Soles Tax. lncreo~e 

K : Buliness Tax 

L : Use of Hotel Tax lo Preserve Movie Theaters 

M : THIS MEASURE HAS SEEN WITHDRAWN 

N : Withdrawing U.S. Mililary PerlOnnel from Iraq 

0 : Use of Sob Tax Funds 

AA : SART Earthquake Safety 8ond 
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ON ELECTION DAV 
VOTING AT YOUR POLLING PLACE 

Approach the table where poll workers are Issuing ballots and announce your name 
and address In an audible tone of voice. When one ot !he poll workers finds your 
name in the roster of voters, the poll worker will repeat your name and address. Sign 
your name on th_e signature line next to your name in the roster of voters. 

The poll worker will give you your ballot and your ballot's stub receipt in a blue secre­
cy !older. The ballot will consist of multiple cards. Take your ballot to one of the voting 
booths in the poffing places, where you may mark your ballot In privacy. There will be 
a special ballot-mar1<1ng pen in each voting booth. 

MARKING THE BALLOT 
Using the ballot-mati<ing pen provided at your polllng place, mari< your ballot by connecting the heed and tail of the 
arrow pointing to your choice for each contest. 

To vote for a write-In candidate, write the name ol the write-in candidate in the space 
marked "WrJtEt-ln." You must connect the head and tall ot lhe arrow pointing to·lhe 
"Wrlte-,ln space" for your wr118-ln vote to be counted. Only write-In votes for qualified 
wrlte-ln candidates will be counted. For a lisl of qu~lfled wrlta-ln candidates, please ask a. 
poll worker. 

.. .. -.. 
.. 

Please note: !ha number of candidates you should select for each contest will be printed above the list of candidate 
names for each contest. If you vote tor more than the allowed number of candidates for any contest, your votes for that 
contest wlll not counll 

lf you make a mistake white voting, ask a poll worker for another ballot. 

HOW TO MARK 
THE RANKED-CHOICE BALLOT 
If yo l.j llve in Supenrisortal dls1rlct 1, 2, 3, 5, 7, 9 or 11, you will be usJng ranked-choice voling to elect your district's 
Member of the Boan:! of Supervisors this November. The Supervisor contest will appear on a separate ballot card. 

To mark the ranked-choice ballot card, select your first-choice candidate in the first column by completing the arrow 
pointing to your choice. For your second choice, select a different candidale In the second column by comple1ing the 
arrow pointing to your choice. For your third choice, selact a different candidate In the third column by completing the 
arrow polnling to your choice. To vote for a qualified write-in candidate !or any of your three choices, write the person's 
name on the blank llne provided and connect the arrow pointing to your choice. 

For more Information on ranked-choice voting, please contact the Department of Eleciions: 

12 

Department of Electlons 
City Hall, Room 48 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102 
(415) 554-4375 
www.sfgov.orr;velectlon 

38•CP12-NE04 
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ONCE YOU HAVE MARKED YOUR BALLOT 

··. /fl 
.. / . · ... ,, / 

: 11.· .'/, .. , 
.·-0.·· 

lnsart your ballot, one card al a time, into the slot in the front of the "Eagle" volin,g 
machine. The ballet can be fed into the Eagle In any direction: upside down, (lght 
side up, backwards or forwards. The Eagle counts the votes electronically when 
the ballots are Inserted by the voter. The ballots are slored in a locked compart­
ment inside the Eagle. 

GUIDELINES FOR PROVISIONAL VOTING 
If you are a registered voter, you have the right to cast a provisional vote at your polling place If: 

• You were issued an absentee ballot that you are unable to surrender, and you want to vote at the polls; 

• Your name does not appaar In the roster of voters fer the precinct; 

• You are required to show Identification because you registered to vote by mall after January 1, 2003 and have not 
previously voted, but you did not bring Identification to the polling place. 

How to cast a provisional vote: · 
You will receive a ballot and the pink provisional ballot envelope from a poll worker. The poll wor1(er will fill ou1 the poll 
won<er saclion of tt,e envelope. You should complete the voter's section ol the provisional envelope, including providir,g 
your name, date or birth, current address and prevloUs address. You must also sign 1he declaration conflimlno that you 
are a resident of San F113.11clsco, and are registered and ellgl.ble to vote in lhls election. It Is very important that you 
sign your name at the bottom ol the envolope. 

Once you have filled out the voter's section of the provisional envelope and marked your ballot, Insert your ballot into the 
provisional envelope, seal the envelope, and return it to a poll worker. 

YOUR SAMPLE BALLOT 
The following pages contain your sample ballot. It ls a 20% reduction in sJze ol the ballot you will receive at your polling 
place on Election Day. Feel free to mark your sample ballot and bring it to the polling place to use as a guide on Election 
Day. (You can also uee the Voting Ref1;1rence Chart, located on page 205 of this pamphlet, for the same purpose.) 

3&-CP13-NE04 13 
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Business Tax [3 

PROPOSITION K 
Shall the City create a temporary 0.1% (one-tenth-of-on91)(1rcent) gross receipts tax, and 
cl11rlfy how the City's existing payroll expense tax applles to certain business entitles? 

YES .. 
NO .. 

.. .. 
Digest 

by the Ballot Simplification Committee 
THE WAV IT IS NOW: San Francisco oollects a 1,5% (one-and­
one-half percent) 'payroll expense" tax from companies and Indi­
viduals doing business In the City. "Payroll expense• mean& 
.salaries and olher payments made to employees, owners and 
par1nera who work in lhe City. Cunently the City does not have a 
"gross receipts• tax. 

THE PROPOSAL: Proposition K Is an ordinance that would create 
a temporary four-yaar •gross rece.lpts" tax on certain companies 
and lnclividl.lals doing business In the City. 'Gross receipts' means 
the tolal amount of money a business lakes In !or certain goods 
and services. Toe gross recaip!s tax would only apply to money 
recalved for goods and servlcas sold In the City. Certaln small 
businesses would be exempt from this tax. 

• ln 2005, lhs City would collect 0.1 °lo (one-tenth-of-one per­
cent) of gross receipts 1rom companies and Individuals doing 
business ln the City. 

• The City would reduce this rate for 2006, 2007 and 2008 II 
groBS receipts ta,; funds collected In 2005 exceed $30 mllllon. 

• The gross receipts tax wlll expire on December 31, 2006. 

Controller's Statement on "K" 
Clly Controller Edward Harrington has Issued the lollowlng 

statomanl on the fiscal Impact ol Proposition K: 

Should Iha proposeo ordinance be approved by tt,e voters, In my 
oplnlon, It would gen&rate business laX revenues for the City of 
approJdmalely $17 million In !he fiscal year which began on July 1, 
2004, and total revenues of approximately $43 mllllon annually 
beginning In FY 2005-2006, the ll ret full tlscal year ltiat the new lax 
rates would be effective. 

Toe ordlnance places a tax of up to 1110th ol one ~rcent lor a 
lour-year pertod on buelnessei. earning $500,000 or more In gross 
rtJCalpls amually and extends the current 1.5% payroll 1ax lo 
cover partnerahtp compensation. The gross 111Celpts tax rate may 
be adjusted downward subject to a finding by the Controller that 
the rate would have geoora\ed more than $30 million had It been 
In effect lor all ol fiscal year 2004. 

Revenue generated by the proposed tax could be spent by the 
City lor any public; purpose, 

The gross rscalpts tax lunds could be used by the City tor any 
publ\o purpose. 

The gross recalpts lax would apply In addition lo the payroll 
expeni;e tax. 

Proposition K .,..'OUld also clarify how the payroll expense tax 
applies to certain businesses, lnoluding partnerships, llmlled llabll­
!ty pannarshlps, and llmitad llabtlily companies. 

A. "YES" VOTE MEANS: fl you vote •yes,' you wanl to clarify how 
Iha City's existing payroll expense tax applies to certain business­
es, and you want to creale a temporary !our-year 0.1 % (one lenth 
of one percenl) gross .receipts tax on companies and indlviduals 
doing buslnesa In the City. 

A "NO" VOTE MEANS: II you vote 'no,· you do not want to make 
these cnangea. 

How "K" Got on the Ballot 
On July 27, 2004 the Soard of Supervlsore voted 6 to 3 to place 

Proposition K on the ballot. 

The Supervisors voted as IOllows: 
Yes: Supervisors Alioto-Pier, Amm!ano, Durty, Ma, Maxwell, 
McGoldt1ck, Peskin, and Sandoval. 
No; SUpervlsora Daly, Gonzalez, and Hall. 

THIS MEASURE REQUIRES 50%+1 AFFIRMATIVE VOTES TO PASS. 
ARGUMENTS FOft ANO AGAINST THIS Ml!ASURE IUMl!:DIATl!LY FOLLOW ,-HIB PAQI!, TllE FULL. TEXT !ll!GIN9 ON PAGE 158. 

SOflE OF THE WORDS USED IN THI: 8AUOT Df(JEST ARE EXPLAINED ON p-.or: 53. 
:JO-CP141>-NEQ.4 149 
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13 Business Tax 
PROPONENT'S ARGUMENT IN FAVOR OF PROPOSmON K 

The Board of Supervisors awtlwrized the submission of the fol­
/awing argument. As of the date of the publlcailon of this Votu 
Information Pamphlet, the following Supervisors tndorst t~ 

measure; Supervisors Alioto-Pier, Ammiano, Daly, Dufty, Ma, 
MaJ:well, McOoldrlck, Peskin, and Sandoval; oppose the meas­
ure: Supervisor Oonzale:r.; talc£ no posirion on IM measure: 
Supervisor Elsbemd. 

Three yenra ago San Francisco lost millions in business tax rev­
enues because of a lawsuit brought by an out-of-town attorney. 

As we work to overcome the economic crisis in San Francisco, 
including the largest deficit In SWl Prancisco history, we should all 
come together - businesses and individuals alike - to pay our fair 
shn.re. 

Proposition K closes business tax loopholes and restores bal-
1111c.e to our revenue system. Most importantly, Proposltion K will 
help us live up to our prornise of befog a compassionate clly, by 
preserving vital services for the poor, seniors, the dlsablcd and 
chlldrcn. 

Today we're doing more with less at City Hall: 

• We've cut lhe pa:y of top city officiols. eliminated free park­
Ing for city employees. reduced their use of cdl phones, 11:nd 
asked that all full time employ= or the City and Coumy of 

San Francisco make contributions to their own retirement 
funds. 

• We've reduced the sii.e of government by el iminating over 
1.000 positions in !he pa.st sh months. We're stn:llillllning 
government, consolidating departments, elimimuing unneces­
sary bureaucrncy. and improvi.ag the way that the City deliv­
ers services. 

• We're aggressively lllckling waste, fraud and abuse at every 
level to make sure we have the money we need 10 fund vital 
services. 

These: measures close the V".ist majority - nbout 85% · of the $1 
bitllon budget shortfall t!ie City faces during the coming three 
years. But e gap remains. Tl)at is why, ii! pan of a package or 
reforms, cuts, increased efficiencies and shared sacrifices - and as 
a l~t resort - we must find new revenues for our city and close 
existing t:ax: loopholos. 

Please Join me and onr fellow San Franciscans as we como 
cogcther and Vot.c YES rm Propositions J and K. 

Mayor Gavin N~wsom 

----------------------------------------= 
REBUTTAL TO PROPONENT'S ARGUMENT IN FAVOR OF PROPOSffiON K 

No REBUITAL TO PROPONENr·s ARGUMENT IN FAVOR OF PAOPosmoN K WAS suaivt1riEc· 
. . . . . · ... 

Argumanta printed on thla paga 11"1 the opinion of the aLJthofa and hav, not been cheeked for accuracy by any official agency, 
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Business Tax I :j 
OPPONENT'S ARGUMENT AGAINST PROPOSITION K 

We need real reform, not another bandage on our City's failed 
financial situation, 

This tax puts the burden of bal1111clng our City Budget on the 
backs of small neighborhood serving businesses. It cre.o.ces a 
llusiness Tu:, similar to one eliminated through a lawsuit by 
major corporations, and gives these major corporations a signifi­
cant tax break, while increasing the burden on small businesses. 

This 1.a,: is in addition to all of tbe other taxes and fees small 
businesses pay. 

Small Businesses are willing to p11y their share. We've proposed 
a tax package that generates nearly $30 million a year. We 
allempted lo present this tall package to lhe Mayor; but were not 
included in the meetings between the Mayor and the major corpo­
rations when the deal for this tax was cut. 

The Mayor threatens a major catastrophe if this tax fails. Let's 
be real, San Francisco's budget is $4.6 bill lon a year, S30 million 
i$ a drop in the bucket and can easily be made up with 
effic:lencies. 

Let's not force small businesses to carry Downtown's burden 
a.gain, Send the blg corporations who created this back room deal 
a message. 

For more information please visit our website a 
www.srsmallbuslaessadvocates.com 

San Francisco Small Buriness Advocates 

____ ;;,m _________________________________ ,_,, _______ _ 

REBUTTAL TO OPPONENT'S ARGUMENT .AGAINST PROPOSITION K 
In this time of economic crisis, we have a city budget that unites 

1111 San Franciscans. Instead of dividing us along special interest 
lines, our community, business and polilical leaders have joined 
together to preserve vital city services for the moat vulnerable -
the poor, seniors, the disabled and children - and to close the 
largest budget deficit in S11n Francisco's history, 

Proposition K clDSe! business tax loopholes and restores tax 
falmm5 by asking busl'nesses to pay their fair share; a gros.s 
reccip1s tax that they have not had to pay for lhru years bcc.au&e 
of II lawsuit filed by an out of town atlomey. lt is part of a foir, rea­
sonable, and comprehensive budget package of reforms, cuts, 
lncn:.ased efficiencies and shared sacrifices. 

This ls a time when San Franclsc.ans arc coming cogether to do 
their part. a.od our dedicated city worke~ im: leading by e,i;ample: 
:aking pay cu ts, giving up free pW'king, reducing the use of cell 
phones, and making contributions to their own retlremenl funds. 

To suggest 1hat some should no1 llllve co pay their fair share is 
not in the best interests of all San Franciscans. No one like; tll)(es; 
but this is a time of fiscal crisis and Proposition K will close busi­
ness lax loopholes to preserve vital city services. 

PlcBlie join me 8.lld our fellow San Franciscans as we all come 
logerhcr nnd Vote Yes on Proposition K. 

Mayor Gavi11 Newsom 

Arguments printed on this page are the opinion of 1h11 aulhora and hlva not been checked for accuracy by any oftlclal agency. 
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13 Business Tax 
PAID ARGUMENTS IN FAVOR OF PROPOSITION K 

YES on K: Close a tax loophole. Protect vital services for chil­
dren and youth! 
Coleman Advocates for Children and Youth 

Vote Yes on Prop K - Close a Loophole to Save Vital Services 

San Francisco is facing the worst fis<:al crisis in its history. 
We're all pitching in to save vital city services. It's only fair that 

The true source ol lunds used for the printing fee of !his argument the bllsioess community do Its pan. ' 
is the Coleman Advocates for Children and Youth. 

Vote Yes on K - Close a Businen Tax Loophole to Save Vital 
City Services 

Our ~cord economic crisis threatens the hopes and aspirations 
of the working people of San Francisco. As part of a great and 
compasslonaie city, we urge you to vote Yes on Propositic:,n K to 
prevent dup cuts in vital city services - services tJ1at are 11 lifeline 
for poor, diS11blcd, elderly or young San Franciscans. 

Proposition K closes a busincs.s I.alt loophole - and uks busi­
nesses to do their part by ~ylng a gross receipts 'tax ~Icy haven't 
had to pay for three years as a result of a lawsuit filed by 1m out of 
town atromcy. 

Everyone in San Ftancisco - businesses Wld indMduals alike -
should come together to meet the challenges of this fiscu.l crisis. 
City workers are doing their pan by taking en more wade for.less 
pay. You can help businesses do their pan by supporting 
Proposition K. 

Please join with us and vote Yes on Proposition K. Help San 
Francisco live up to its promise as a comp11Ssionate city. 

San Francisco labor CoU11ci/, AFL·OO 

Toe true saorca ol funds used for the piinlln9 lee ol this argument 
is the San Francisco Labor Council, AFL-CIO. 

Vote Yes on Prop K - Close the Loophole and Protect Health 
Services 

We're doing our pan to meet the challenges of Sil!l Francisco's 
11.~cal crisis. Proposition K 1uk.s the businc.53 community to begin 
doing Its port , mo. By closing a business tax loophole, we can help 
p~veht deep cuts in city health care services for the mo!C vulner­
able Sen Franciscans. 

Please vote Yes on Proposition K. 

SEJU Local 250 Health Care Workers 

The rrue source or lunds used lor lhe printing lee of this argument 
Is the SEIU Local 250, Heallh Care Workers Union. 

Three years ago San Francisco lose ml llions in business tax rev­
enue ~ause of a lawsuit flied by an out of town nuomey, 
Proposition K restores these funds !llld closes a loophole in ?.neth­
er business tait, money that will help prevent deep service cuts for 
the most vulnerable San Franciscans - the poor, the disabled, 
seniors, and children. 

Let's all do our part to save vital city services. Voce Yes on 
Proposition K. 

SE/U Local 790 Members, Committed to Public Service and 
Social Juslice 

The true source of lunds used for the printing fee ol this argument 
la Iha SEIU, Local 790. 

Vote.Yes on K to Keep s·an Francisco Healthy. 

As Commissionera of the Department of Public Health, we 
know too well how thinly stretched our funds for trauma centers, 
nursing care, and other vital public health services are. 

This City has roduccd the size of i1s workforce, cue the pay of 
city workers, and rooted out waste and inefficiencies. Bui there is 
still a gap. New revenues must be part or the solution to avoid 
drastic reductions in critical cicy serYices. 

Proposition K closes a businc:ss tax loophole to preYcnl deep 
cuts in critical city services. 

Plensejoin with us and vote Yes on Proposition K. 

San Francisco Health Commissioners: 
Edward A. Chow, M.D. • 
Roma Guy, M.S. W. • 
James M. Illig 
lee_Ann Manfredini 

• For identification purposes only 

The true source ol funds used for 1he printing lee of this argument 
is the SEIU Local 790. 

Arguments pnntl.lCI on this page are the opinion or Iha au1t1ors and have not bNn checked lor accuracy by any official agency. 
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Business Tax m 
PAID ARGUMENTS IN FAVOR OF PROPOSITION K 

Vote 'Yes on Prop. K - Close Tax Loopholes to Save Critical 
Services 

We must ac[ now to prevent deep cuts in vita.I city service for 
seniors, the disabled nnd 01her vulnerable San Franciscans. 

We believe in the fundamental right of dignity for all persons. 
We l.'.now that San Franciscans can overcome the most difficult 
challenges If we all work together. That is why we urge every San 
Franciscan to support Pro~tion K. 

?reposition K closes a business tax loop)lotc and restores mx 
fairness by asking businesses to pay their fair share: a grc;,ss 
receipts tax they haven't had lo pay for lhree years because or a 
lawsuit by an out of town attorney. Vmlng Yes on Proposition K 
will help save critical services for seniors. 

We are all doing o.u! part to pull our City througb this econom­
ic crisis. It's only fair that the business community join with us 
and do its perr as wrc:11. 

Plc:ase support the dignity of all San Franciscans and Vote YES 
on Proposition K. 

Senior Action Network 

The true source of funda used for the printing fee of this argumen1 
Is lhe Senior Action Network. 

Help Protect Vital Fire Services. Yes on K. 

Prop. K will help protect fire and other public safety services by 
clo, ing B loophole. 

Over the last year the City has worked to cut waste and asked 
employees 10 .give bock. But it is only fair to ask all San 
Franciscans to do their part. 

Please help protect fire services by voting Ye$ on K. 

San Francisco Fire Fighters L.ocal 798 

The true source of funds uood lor the printing lee of this argument 
is the San Francisco Fire Fighters PollUcal Action Committee. 

Yes on K. It's ~ly Fair. 

CJosing II loophole is a small price to pay to keep San 
Pranciscans safe. We risk our lives to protec1 this community. 
Please join the San Francisco Police 0 1.fl~rs' Associalion in 
suppon of Prop. K. 

San Francisco Police Office rs' Asrociation 

The true source of funds used for the printing lee of this argument 
111 lhe San Francl~o Polle& Officers Association. 

Vote Yes on Proposition K- Close a Loophole to Protect Mental 
Health Services 

San Francisco's economic cri_sis Lhreatens deep cuts to vital city 
services 1hat are a !ireline for San Pranclscans with serious men­
tally disabilities. Many of these San Franciscans at-risk receive no 
regular medical health care, either because it is unavllileble to 
them or they find it too dlfficull to obtain in emergency rooms. 

Proposition K clo~s a business tax loophole and restores tax 
fairness by asking businc11Sos to pay their fair share: a gross 
receipts !BX \hey haven't had 10 pay for three yc:llls because of a 
l.awsuil by an out of town attorney. Voting Yes on Proposition K 
will help prevent deep cuts in mental hea.hb sel"\lices. 

If San Francisco is to live up to its promise of being a compas­
sionate ciiy, we simply cannot cut these S.an Pranciscans loose. 

Please join with us and vote Yes on Proposition K. 

Progress Founda1ion 

The true source of funds u&ed for the printing lee of this argument 
Is the Progress Foundation. 

Proposition K is a nec1!$8ry part of the solution to our 
budget pt11blems. 

San Francisco is dealing witb record budget deficits. During 
tough bu~get rimes, making government more efficient - not rais­
ing tD.J;~S - is always tho first choice. In the past year, !he Clry has 
talcon huge stops to cut costs. But Ir is nOt enough. 

Arguments pnnted on this page are the opinion or lhe alJtltors and have not been checked tor Keuracy by any officla.l.agoncy. 
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[3 Business Tax 
PAID ARGUMENTS IN FAVOR OF PROPOSITION K 

This measure provides money needed to keep our police, parks, 
hospitals snd othc:r crucial City services running, while continu­
ing to exempt small businesses from incrt:ascd caxes. These serv­
ices are too important to lose. 

VOTE YES ON K. 

San Fronclsco Planning and Urban Research Association (SPUR) 

For more infonnation, visit www.spur.org 

The true source of funds used for the printing Jee of this argument 
ts the SPUR Urban Issues Committee. 

The three largest ccnlril:>utors to the true source recipient commit­
tee are: 1. Oz Erickson 2. James Chappell 3. Evette Da,;ts·. 

Arguments pmled on this pa911 are the opinion ol the authora and have not been checked for aa:uracy by any official agency. 
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Business 
PAID ARGUMENTS AGAINST ?ROPOSITION K 

Most women-owned businesses are small businesses. We are 
proud to be part of the biggest economic end job engine in San 
Francisco. 

We oppose this proposition, which adds a gross receipt& tax to 
our payroll taxes. The City is proposing this tax in an attempt to 
replace revenue Jost by a successful l11wsult brought by big bUsi­
ncsses against the City. Jt penalizes small business owners by dou­
bling our taxes 

This rax is a job-killer. Recently, the same gupervi~ors who sup­
port this proposal to double our taxes, voted to exempt the 
Biotechnology indWitty from payroll taxes. There reasoning was 
that payroll mes would prevent the creation of new biotechnolo­
gy jobs. What about the jobs already created by small business? II 
makes no sense to kill small business jobs, forcing us to subsidize 
outsiders who may or may not hire locally. 

Small businesses employ more people in the City thllll any other 
business sector. Most of the City's small businesses arc women-or 
minority-owned. We pay the community with our taxes, rents, 
purchases, donations and volunteer work. Our own homes and 
savings are often the only source of funds for paying taxes and 
business overhead when we have a bad business year. 

This proposal would result in San Francisco's having the high­
est business tuxes In the region, Ooubling our taxes could force 
many small business owners with low or negative profitability to 
Jct go employees, and go out of business 

We urge you 10 vote NO on Proposition K. 

Sharon Gadberry, President 
National Association of Women Business Owners, 
SW1 Francisco (NAWBO-SF) 

The true source of funds used for Iha prlntlng fee of this argument 
Is the NAWBO • SF. 

Proposition K unfairly burdens small businesses, which = the 
backbone of San Francisco's e~onomy. Vote NO on K. 
Christine Unnenbach. candidate for Supervisor, District 7• 

• For identification purposes only 

The true source ol funds um for lhe printing lee of lhia argument 
is Christine Unnenbach. 

We need to restructure our tax system in San Francisco. 
Proposition K does not accompl sh this, it Is another tax on top of 
current tues. Since this 11111 sunsets in fourycars, we will be stuck 
without any fundamental refonn of our t:u structure. 

We are more than willing to work with the Mayor to find new 
revonucs so we c1111 provide San Franciscans with the best possi­
ble services, but Proposition K is a haJf-way measure that will hurt 
small businesses and San Francisco's economy. 

Join me in opposing Proposition K. 

Mall Gonuilez 
President, San Francisco Board of Supervisors"' 

*For identification purposes only 

The trua source ol funds used for 1he printing 1ee of this argument 
Is the Cal Insurance. 

District Merchants Oppose Proposition K 

Small business is willing co pay its fair share and even had an 
altomativc ~ proposal. Big business cut a deal with the Mayor 
and the Board of Supervisors for this tu mei!Sure. 

Big Businesses sued 10 gel rid of the previou5 business ta,; that 
charged them three times the ran: of this uu. Now they wnnt to cut 
the tax and have It end in five years. It ls time ror~ig Business to 

pay its fair share and not put tbc: tax burden on small neighbor­
hood businessc:.<i llke ours. 

Thi! San Francisco Council of District Merchants 
Marina Merr:hant.I Association 
Noe Valley Merr:hants & Professionals 
Inner SunJ'et Merchanls Association 
Union S1rr:er Association 

Tho true source of funds used for the printing ree of this argumanl 
Is the Cal Insurance + Assoc. 

Vote No On Proposition K 
Don't Run Business Out Of San Francisco 

If this tax passes Sllll Francisco will have the highest business 
tax rate in Noc1hern Califomfa. According co the Legislative 
Analyst a business in San Francisco will have to pay S5500 more 
In tues than in San Ma1ee County. Businesses will noL loc:ue In 

Arguments printed on thla p.age ant Ille opinion of the authora and have not bean eheoked tor accun,cy by ony otth::1111 agency. 
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13 Business Tax 
PAID ARGUMENTS AGAINST PROPOSITION K 

San Francisco and those that can operate elsewhere will relocate. 

San Francisco lost 66,000 jobs over the past three years. We 
need a plan to create more jobs and Jump start our economy. We 
do not need another tall on Small l3usinesses that are lhe main 
source of new jobs in an ecooomic recovery. 

The S.F. Small Business Network 

The trua source or funds used for the printing lee of this argument 
lo the SF Smell Business Netwooc. 

Member • Candidates 
J,mnifer DePalma, Candidate, glh Congressional District 
Mike Garza, Candidate, [21h Congressional District 

Members 
Albert Chang 
Elsa Cheung 
Thomas D'Amaro, General Counsel 
Raro/d M. Hooga.rian 
Barbara Kiley 
uo Lacayo, Vice Chairman 
Sue Woods 

Don't balance the budge! on the backs of our neighborhood 
merchants. The true souroe 01 funos used tor the printing lee of !his aryument 

la the Ssn Francisco Republlcan Party. 

The City is attempting to replace revenue lost by a successful 
lawsuit brought by big businesses against the City's prior dual tax 
format. Small businesses 811d neighborhood mcn:hants are now 
being asked to cover che loss. 

Small business is key to the economic revitalization of the City, 
and local merchants stabilize our neighborhoods. Prop K would 
drive them ou! of the City. Prop K would raise San Francisco's 
business taxes to the highest in lhe Bay An:a! 

Support local small business. Vote NO on Prop K. 

Coalition for San Francisco Netghborhoods 

The true source of funds used !or the prinllng lee of this argument 
Is the CSFN Coalltlon for SF Neighborhoods. 

NO on K 
Sllll Francisco has lost 50,000 jobs in the last four years. These 

taxes will drive out more business and cost more Jobs. They will 
also send a loud message to businesses and investors all over 
America: Slay away from San Francisco, it is not a friendly place 
to do business. 

The San Francisco Republican Party 

Chairman 
Mlchtiel A. DeNunzio 

Ballot Advisory Committee 
Joshuo Kriesel, Ph.D., Vice Chainnan 
Howard Epsreln, AS5embly Candidate 
Chri.rlopher L Bowman, Secreuuy 
Michael J. Antonini, DDS, Member 

The three largest ccrrtrlbutors 10 the true source recipient commll· 
1118 are: 1.Mlchael A. DaNunzlo 2. Michael J. Antonini 3. Sue c. 
Woods. 

VOTE NO ON Kt 

To adopt this payroll tax on top of a gross receipts tax is unwise. 

It would penalil:e and stunt desperately needed Job creation and 
sc:nd jobs cascading to surrounding communities. 

To impose an Increase payroll ta,. further weakens the compet­
itive position of the City and undem1ines our quallty of life. 

VcrrE NO ON Kl 

MARA KOPP 

FRED MARTIN 

GOOD GOVERNMENT AWANCE 

Toe true source of funds used for the pilnUng lee of this argument 
Is the Kopp's Good Government Committee. 

Proposition K will impose a gross receipts tall on our small 
neighborhood businesses, causing more of them to shut rheir 
doors and move away. 111 rum, tax revenues will decline, and 
unemployment will increase. Alternative lax options do e;dst. 

These small businesses are essential to the vitality and prcser­
vadon of eoch San Francisco neighborhood, providing· a lifel ine of 
goods l!Ild services to local residents. The serious decline of our 

Argumente printed on thl1 pgga ara the opinion of the authors and havv not been check1d for accuracy by any offlelal agency. 
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Business Tax CJ 
PAID ARGUMENTS AGAINST PROPOSITION K 

some of neighborhood commercial streets has already had a dev-
astating effect on the local quality of life. 

Our D3 Supervisor, and others who shm his 1ack of under­
standing of basic economics, believe small businesses should 
unfairly pay the price, rather than addressing long term structural 
problems with the cost of government. 

PICl!Se join me in supporting small neighborhood businesses 
and VOTE NO. 

Brian O'Flynn 
Candidate for D3 supervisor 

nu, true sourC6 or funds used for the printing lee of this argument 
Is Brian O'Flynn. 

Vote NO on K-Thc Double Tax 

Proposition K will impose a new tail. on Jc,cal busioesses that 
will be in addition to the payroll fa;{ they already pay. This double 
uuiation scheme was proposed by the same interests that sued the 
city for millions of dollars over an c:arlicr tax the cicy was forced 
to repeal, The new tax ls unfair and will disproponlonately affect 
small businr,sses. Let's restore fairness to the business tax 
Gtructurel 

VotcNOoo K. 

San Francisco Association of REALTOR~ 

Tha true source of funds used for lhe printing fee or !his argument 
ls the San Francisco Association of REALTORS. 

Vote No on Proposition K 

San Francisco lost 66,000 jobs over I~ pnst two years. We need 
a plan to create more jobs 1111d jump start our economy. We do not 
need anolher tax on Small Businesses that are the main source 
of new jooo in an economic recovery. I have a plan lo create jobs 
and stimulate our economy. Please visit my website at 
www.dislrict 11 supervisor.erg 

Myrna Um 
Candidate for Supervisor 
District 11 

The true source of funds used lor the prlnllng l&e of this argument 
i, Myms Um. 

Argumenta printed on thll page are the opinion of tha 11uthora and han not been checked for accuracy by any official agency. 
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LEGAL TEXT OF PROPOSITION K 

Ordhuuu:~ 11.1Dending the Budncss and Tax 
Regulatiom Code to: (1) enact a aew Article 
12-A-1 (Buailldl To Ordlaance), u: sped• 
fled, ID Impose • busln.esa tu for four yean 
011 all person, enp&laa In busl.nCIIS In Saa 
Fnnc:hco meuaml by the 11nJ1111 receipts ol 
the bullnes& at the rate or one teath of one 
percent (0.1 ~) for the l005d! y~r alld1 If 
Bu,lnm 'lllx revuues coll In auch ear 

xpemr Tu 
Ordinance), as apeclfted, lo: (I) conform 
Article 12-A wllh the eaactment or the 
Bu.slMSS Tax Ordlnante, .!!!!Ull) dart!) U1e 
payroll expeme ot partneiilirPI, Subcllaplcr 
S COl'l'Clr&tlom1, limited U.bWty '-'Dmpanles, 
limited UabUlty partnenhllf' and other per• 
500S or entitles not subJr:ct to federal Income 
tttx or which are allowed I deduction ln com• 
puling-such lax ror dlstrlbudon1 to the uwn• 
en or bcndlclarles of BUC:h pel"&UIIII or enll• 
tlc:s (''pa51l-through ffltiUrt")i -4 ('It,.~ 
1t...-k--ft'¥clept111ea1 ol &e IL~~ 
~'-; S.11:a Unpa~ 
~t~f ~u·onn ~a GI: lll!e Pt'l~&ll 
~v;..-'l'!l!Htlle~ 
-..miktl-mt1-~-Mlll'l,i-k-,e1,&­
~~r..,...r,'!R p~\.Mtlee'"· 
lem ,~tJ~NIII Ir,-~-~ 
~~and(3)1Wtod 
Article 6 (Common Admlnllitnlin Pro­
vlliioru), aR spedlkd, to add dellJlltlons and 
cunform common administrative prorlaloos 
with the enadmmt or lhe BusJne55 Tax 
Ordlt1mcc and ammwne11u to tlie Pa.:yroll 
Expense~ Ordinance, 

Note: Addicions are siai!lc·undullac 
llalics Times New Romon; 
dclcilons MC .-,.~,11,.,,.,:>, J.d,\~J 
);;.,91cc, >fffttt 1&:, .. i,. 
Board arnc:ndment additions arc 
double underlined. 
!!oiril amondmcml deletions m: 
altii'-elftl lntgh ,.. ""•'· 

Be It ordained by the People or the City and 
County or San Frllllcisco; 

Section I. Pursuant to Article XIIIC of 
the Conslilulion of the State of Callfomio, 
Scc1io1U ~ 31 \il!ld 5 of thi, ordinance 
shall be 1u'bmlt1cd. lo e qualified ele(:100 or 
lhc City and Coutity or San Fra.ncisco, at the 
November 2, 2004 ge~ral municiplll election, 
SDCtions ~ J 4 nnd S of lhi& ordinance 
'Shall become operalt!e only if opproved by the 
qualil1ed elCCIO!ll al such elect ion. Scction ~ 
of !his ordinance shall become opcrotivc on the 
date Scciion1. ~~of this ordi­
nu.ncc become op,::rativc. 

158 3&-CP1 S8-NE04 

Section ~~. The San Francisco 
Business and Tax Rcgulstions Code ls hereby 
amondcd by adding Article ll·A·I (Businc~ 
Tax Ordinance), to read as follows: 

SQC. 952. OPERATION QEJ).EE.l!fl:. 
TfQNS. Except wlwi: rm eynurxr QSbd01:lu 
rr-gur'm.r.t~~ 
an: thfintd in Anick (! ,rball ha1•e rhc .rornc 
m~aaiag a,r glvro 10 rhcw In A rzic/t 6. 

~E~ 95:t.1 . ADVANCE l'AY-

MENTSG ~dY5ns, w,:nl511 mug; b0,..!1; 
~tuod• le~ or ili~ ;!:re i.se of 
taudbl, nvat1v or i lss 10 be 
deUvemt or perfonpcd In !be futul}: 

sec 952 +i, CASH Q{SCOUNT. 
"Cash discauaC" maar a dcdllQt/qn Crom the 
invoice Prier of 'Ra ads or cbacr, fnr seryie,:s 
l'ifilW ll auaw'4 iflh• bill is oa.14 on Qr oe[om 
a s,ucified dar" 

S£C...2&.3. GROSS RECEIPTS fql 
"Gros:, metut.i~ want rh• total amorwc of the 
sale price afa/1 wlcs ibc 101alamaunr chaaa/ 
ac n:,dvcd for sh: oerfot7tl<iaci: of aov ..., 
w:'ik&r 1"1pl8)'-lt of whaCCW' 114CIICC ii 
rno:v b(. wlwl,cr suub :1crvk:e•• er ell"ple) 
_. i.s dqnc Al oon of or la conn«l.imJ...ltlrh 
rb, sate or goods, wan:t muchandl,r, or aaL 
far wh /ch a chaac u matk or cadi1 allowed, 
lnr:ludlai all n:oe(p1,1 m, cn:dlr. anti proat:r­
c:, a.law kind or aoma, any amount for which. 
mdll l4 allowed kY 1he rel/tr 10 the ourcham 
wlthow aay dedHCtlan r!imfrom on accounc rd 
iM-,o.rc ofrba mP<ra.ro/d, tbi: cw ofmgrm·­
als umi. labor or smice com lalcr:JI oaid or 
rx1vo.b(c. fwuf gr nryy olh<e ww,s, whar;c("· 
n· amvitkd ,1ra1 catb dl:cQuau allowed or 
wkan an ,a!a.r VIAU M' b, Included ~ 

t;!~~J iic1:~:r1~~1~;:'!'!~iMh:~1 ~ 

time such rccclpls arc C'CC'o5aizcd us revenue 
for l'dtenll income lu rei;mn~r~s. 

(b\ Orou o:cal:s sh I D5c1u~ 
ibc racal CIDWHaC Q[oll /eas, at a:a101 ·awaWJ1r 
paid Qr rwlmd bv. on be/JD[ rzC or [or 1b, 
t>tarlir ot: all of the tmaurs ufa landlocrl, vul· 
ued in moaa. for rb, occupac,c;y or ,m of all 
rzo:m!m loca"d in the w(l any reryjm 1/uJ1 
ao:: l?'lrt of r/J# r,osc or nwal or the prem/s4t. 
wherhu l"(C(iY<d In rttPOO' or orherwfsc, tlW 
ac: paid to. on heftaU of, or for tb, ltrawr ot: 
ib, faad/onl aad all rm!Dl.t cash ~ 
orooerry pf MY kind or charoc1tr a!!<i.Jb.t..ffil 
moc:kr yaluc or urylccs so oa;d oc rcndwid 
(qr ruch QWIJX111CY. h'K and SU)'iC«, Gron 
rmlw shqJf also inc{l1de the amounr Q/ any 
redcrqt manurac.rurw or lmoortm ar{jc cru. 
;ncludcd In ib, price of 1h, nropqty wlti. mu 
rhough rbc waaurac1urrrQrjmpor1ufral.so W! 
cm/ltr tbucof«ad wbcrhec or aar rhc amomu 
JlLJilch ,ax is s1a,rd m a upam,~ charge. 

(~! "Gro.u aca/pu" shall nor inclllde. 
lhLJ.zmml!lLJILanv ftdtrol lru'. imrard..rui....o! 
with n:meqt rR n:rai/ salct wlur/w iurooscd 
111.>0a tk rr;tail{( or KPQ!J rhe coru11mu.Jll!d 
,u:ao:i/es,r Q[ wbcrbcr or nor th fLJ1tllJllllJU1.fid.:. 

""/ l!lx Is sl.CJIC4 '" cwS/Qcaus as a ,uraa!lt 
chq7e, or any .rrau.JllJd.1.ogi~ 
U4l{L~rf. by law ca br included ill or addJid 10 
IM..~lcctedfrmn w r/m­
sumnr or purdumc or AIIC!t rum Q[ rh~~ 
priu Q[ any onwmy rzr:evjqu.itr sold and 
arnmrd by tbe pua;lra.ror 10 tire s,{ler which is 
n:.(undqd /zy rhe nlkr by w.:uzl~ 
.tUUll!!«nccs r:iYca or ral;ea a, oort D/U!lll.f!JLl!!.I 
MV OCPJIUfy ,IQ uccept.d.hr~ 

(41Q/ "Gros.r m:e(Q()" sM/.I nor i11c!11d, 
aey amauar c:crbmi from or c/Jamd IQ any 
person tbor i.r a a/ated enrlry 10 rb" raJ;payec; A 
perwn is o rclmcd ,miry rp o tcwliillLJL3{R. 
50'31 or more of The 12wo•ahiJ1 wwms la bCllb 
~,1111' and \'Win• oowar a[suclr~ 
«Yllill'CC an: btld, directlv or indlreyl/v by rb, 
+1amr pcnon or cuiTans Nntwitfrstandiax tbe 
[orniolng. MY umoun, ""'wt [ram w 
charged ta any PC:QPO Which i, o re.lared coli(] 
to a Wlllll!CC shall bt ioc;!ud,d In "vvu 
rmiots" when said amount Is romo,:,r.ration 
far ar;dvlsiu. inc{udfaq. but not limiwl ca . .reil­
'"" !X/H«lf and .rcn,jcc P<cfoancd by cb• tax· 
oavcr for any P(naa which i.r not a crlarcd 

:zcd':.::rr~ e: :MIB9i~: 
rclermt entirt and th; tel tbs:rr.on be~ been nrud 
ID he Cl • 

" 5hall nol Incl I c 
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LEGAL TEXT OF PROPOSITION K (CONTINUED) 

co eels ro1t1 or on o I ta7aver s CU5• 
tomers and remits 10 & aopropna~ govtt11• 
mcollll enuty !mpos1ns suohiax. 

lli:m3-i, UNDWRDANDUSSQB, 
(g l "{Aodloal" and Muuac'' mc:an a kmcqf 
aal r.rrarr lqcated within lb, C(r;y. . wept .as 
proyidaf tn Sub.sccrfoa r/, I n:rardlm 11,f 
l!'he.lb«r the laasvd Prr!vius i& JWJ.:MJL. 
~.LJJ.u.tilwLILJIL= 
Dr1sc:s or CWikndal rmJ1rui::t, Vra: [nUurr ofa 
landlord w tenant. err oolb..~ 
rqlHrntiQIJ cmlffr;au, ll/166CArtlcfe 12, qr P!l! 
!libu. lh·eGSL.Qc.JlWl,U/.J~l4.ladJQUllEiWD:W 
'1.thn amon 's bu.rineu w....llWIJllIDtm..i.ruhc 
.ciJ.~~ill.aD!J/c,,:d qr tenant 
fIJJm. tfu, 14.I QC 1116,:r okUeatjqns woowl 
me this drticlc w Artlclt: 6. 

(b I NooYlc/rstom1ia r StihscAiCaa ia.J...a 
:,mo11,.,cgM11g 11,;tal or r«m income ill con· 
acccfoa wc'tb Iba qqerotian o.Cw q[l/rc follow· 
In r ,r/iall nor. lzy rWQn Q/ tbm fact alone, Im 
dumrd ra be a lqnd/prd or k,,w .fY&i:cr to r/ic 
w.rJrnr,egd uc,a'ec this Artir:le: W a coopero· 
tfil.lwus/ar corpqmrion ru dcfiaql la Sroion 
216/b t or the lnremal Bmnua Cedt of !9B6, 
a.r crrucadcd· f2l cac a:.ridcarla/ stlJlCluar c::qn· 
~i.rrinc of(ew" than four uo /rs; or (3) OD<". CW· 
iI.witlal condQrolnium. 

S.EC...fil4~ PREMISES, "fumim" 
™£any/and and/or buf/r/lne, or imv wr11o11. 
cbarca.C thar {s /oca((d within 1he Clzy. 

~~ "&ac"ro,=ibe 
ro1at l1mo11nt o(gll lease or rm1al amo11r1Ltilmfi 
or andmd l,y on behalf al oc Coe rite bcndi1 
ql a lcmc' t 1<oaar wlued in mon,oi for 1~11 
ecc1tvaacv or u,rr of rm/ wm, Jocqµ:d wlrhln 
th~ C/1'1. and rar an)' scry(cu. odvlfms. fur­
a'tsbc'au and fad/Wu omvi4:d la wnawlQn 
wtrh the 11,rc or occwpancy thmol lncludlne 
rwar, wrnr, and pqri;lae [ncilirie:r. wherlrer 
wld la mam<Y or erbeml.tt. ro, on behalf a.C ,u 
[or cbe h<acfir of tbe f<:x:w,; "Bell/ " includu all 
u:c,11111 coslt crxdlrs PlPPfro or any kind or 
dtaarnw uad cM fair roam, ~«Ju& oCaaim 
so oaid or rcndcmi for :rucb occupancy . ..11& 
urrkM odr(lr;m {ucafflr{ar, and fru;llicw 

S,EL.2.ll.j1. MlE AND SElJ, 
~d "sell" ro,aa w, mal<iae uf «a'<' 
troru:f<r ofti1ire la anv moMcc de bv anv mctu1s 

wbn/.t®Yc:& 10 ranrfkk i,er;ronal prooerry fora 
price, and ro Jbr: smiae s,molyine or [urnisb· 
ia1, ro, a 11dce. o.fanv 1anvilzk 11e1"Sonql Qrtlfl: 

my fabrlcatcd or made or w meclal order of 
ma,11/omt wbo do or who do no1 furnish 
directly or !ndlr;ctly tb, ,UMc(/jcarlocu: tb•«Cor, 
A transaction whr,c/zy Iha posswfon a.fpro11· 
,m fr 1ra11vwrd bur th,: seller a:mias th,: r{t!c 
as rcc,irltv [oc the rxomca, or tbr orict shg/1 
lik<:wlu be drcrocd a sale, 

SEC. 952.8. SALES PRICE. ·~1es $" mc~.11' ffie IIClU;J MlOU.Ol ChlllJ or rece vecl for ifie snle of nn ,~ of property. 

~2.a. &,'d:.ftG RJR emws 
NIEfJGS. Ea) ''&•MO re. aan, eniooee .. W1ieM1 8 

~f "O'\li geetb, llfl ... 1 et Mttul\&i,1' 9) 
, pane• e11i;agei 111 telling 1w1h 111tial11 ee 
.tnether pBl'!leftc e11g1goll i~ eelli11g lilte er 1i1t1i 
~11•ef•t1e.t 

EH WhtN tl,a p,imftl/ ~lil!'m 
.-.rws.,pil:i'fi••'-
~~­~1e,einlfl-~ 
illil!ffll!&9l 
~-,..i~ 

~~ft/I, H lfll~Mll' 

el4Mlitlg i& ~-, er euei~ 
~«-M-~~~ 
~ 

~-w!l~~'flttli"' 
WAaiGe eJ likHH!ml!~~ 
---\iftlJ) e,:11i1i,dotlt w4•e Qa lkat 
" hiel! wee 1eld ie reeoivell i11 
MM;.1Mti9ft'i 

Eel =FIie fellewlng l)'PBS e(lftll.-tlsee 
- 99118 filr'llen,• .l1n,i.wilrJi11 lhe ~ 
lh4s Se;e~es •thlft lh~ ei,11:11,111hlaMe atfl!e~ ,ill 
pmag,,iphe (I),(~) •'Ill (J) ofS~'e!,et:lisn (a) 111e 

l'"""ft 
(I) ffllllNelia111 in oi hiali lh, 

,u,llar 1en,e)e an 1111ieh.1 ,hieh ia in 
shell 111ppl~. er v hi1h, 11ntlet 1h1 eir 
(1tMM:Ml.M.11 C!eBft0l be atail'JN h) lt,e 
pwrMMer "1::raugh ner-it11l ee1:1,ee, ef 
M:lf!Jd)' ii\ a•fncieel UM• la per1tuil d\e 
,-h-, te r.. ... iM ., aq~i,alen1 .,.; 
cle le ft p,eopae1t .:A ld81f.ILIM, 

fl~ lMfliii&lieMs f,. wl:l:ieh, By 
P9918fl 8f I.he Nil&1

1

I 1\1811 IOS..ll'Pl i(ftl 

1-tiou Nta1i,. 111 a ilel!ii:na1ell.pai"1 ef 
llleH -,, she pta,..,__,, agn11 te ••lM 
hwrM the eeller Je, ~•Ii, Ni .. g go,ed,1 
Alll'l!<I er l'll•reh'IIIMllee ol lloi, pah,1 ta 
IM1JY:reh1e1r', ,.,temer i .. aetfls~a111e 
, llh B 1111!11 aet ef 11111 he1~ ... u the ~1t1-

•h1eer 11111 ~e 
pttrW.c~r'e ettsleft'lae,t 

m Tt•M1a.1a"1 h, .. ~;.;,, ~. 
,nelt:ei, af ln.alRaLM pra,tl1ie, lhe lt.m or 
e: aelo i, at'Pl:ftged 1116 enlt!ze~ hue A) 
tloe u l!or AMI Iha p•1eh,,.. l'9 flt ouho1i 
111,, fw "• "1, eq~i ai1n1 er lha ltmit:t 

peMlill!I ef 1111 lllthle Hf !he !Mi)IMIII 
af I: &1:epe:t1tion ahargee ~,. tfte •f'tiele 
ffa"' 1M pei"I ef Ille !loll ·e~ le tel'fte 

e 
...... 

elftof pei ftll 
( 41 1'n1"eaetie1n m«ar~"' ill 

Berail '8M ~ , . S1e1f1ii1d h, 1~, lJl,., 
1111-illalaly ~, ... elfft 1*6!:"'Pflll er 
1iitls Gettien; tun vhieh ~• '+1:1l 
GeUeotu ~ fe11111I erlll h) ~le l'leler 
1!1IBe4 le he ef • hln~ ~·lleee ,~,iw.ar, 
pa,y,a,e is u, lHl&tflMOIMlt llico ~ 
eheser l'Mftef th1111 ta 1111!11e a !!tie IFHM 
sf9ina~• eettt ,e ef !ttii .. ~a!I. ef & ~nd 
•vh.tah, In the palio~ler hiftil e('awsiriMi 
i"' ebe•. h FN 111:u1ftt 1n •ttsleMaa, WI 
Illa i,imlt,m~eee 1111fler ~iell I f!ltltie 
•'• sa.le is , .. .i,, mMI ef a l1il11l whofe 
geelle, wa,ee er meuk111ai11 er li~e er 
Bifl'IIl1t ltia~, and ef ewee!eft~elly "!1i11 
1!&111 ,allle I& t.hllt ohleh ""' Mlle iR 
l'IIS8irJ!!6 M &ell!lhl.11ffllie111 

{el .,A Hie elHlll 1,e i8RBi~IIM I &Olle 
'1!i een,en-ieMe 0Jithh1 Ille 1111111,b~ 

Eittluunbn ~tltNs H ~ sf e lti_r,,~ tloseNl,118 ift 
('ffllf:Nphe (I), (2l , (3) e, (4) ef S11hsee1ien fh}: 

lnr ond tbe occuoation pf a bu{Tdiar ac stm· 
ture. or spa~ in a bu1/di11 r or ,truc(u,c, or UOJ' 
ofbec wl c:staC< frt 1hr Cizy. under any lcru:11, 
nmtal arcrcmtnt, Uctm:, or concession agree· 
ro11nr with a lmoc The drbt 10 wr pr QOUCS.'i 
such 1pqc, shgll be deemed to be lhr saw &s 
atlMI. Cl«UVOllao 

SEC. 953, IMPosmoN OF BUSI· 
NESS TAX; liiiA'f61,1!..>IT QF l.lo:i:BJI 
~r,q CQUECTQB.. REQUU.TtQJiS. 
fa I t;x«r,c ru provided under Stctioas 954 nnd 
254.1. aqy tlfa® ma11111 /rt btulnm wlrli.: 
lo the Clrv shall pay aq aggypl bu.rlaus cas 
mcas11r,d by cbc Mc.ran '.r rro,rs mclprs from 
all 1axaklr buslnu.r oorM(ies ar1rlbw111bfc ,o 
ch, Cfoi ti a,raon ",r 1/abiUIJ for ibc Durinm 
Tax sbal( t,, rnicwlated using the wee w for:tlt 
In Sec1iqn 953, I 

fbl Tb, Busl nm Tax isa r>ri •Um ra.r 
imoos,d uoort acc,1onr cameine In burln(u 
wilh(n the Clrv for rite 11rfv/tflre ,ifcnrav!ar fr! 
a bu sfncu or ocrnparlon In ib, City, Tht 
Bu,riom Tax 1.s lmrmed for r,occal govroi; 
menral purpo,m and in outer ro a:qui[ll aim· 
ami:e and UK bu.rlnm· rnmmuu/rv 10 r;arcu 
fair ,share or tb, ,em 11[ local rove!TU1ID1LJll 
n@w roe the brnefl1J. opooauaWes amt oro· 
1,z:,ion,r ql[ordul by llrt Cjry. Procud1 from ib, 
C<u: shall /ze deposlred tn rb, ctry'r eroero{[uad 
and may /zc r.JJltnded for MY szKrnms of 1/rc 
ClI.J, 

fe) 'Fhe , elefe iniena 11, a,pre ,lni: 
lffln ffttWHH le hupeea Hie Btu1lftM! "FIPI ~par. 
all pe.ee"B e11!:"gl11g I" ei;&iAOll8 .1 ilhi" Ille Gil}' 
&ntl 11pa" all eetR MePH and ~!linl88 aiMi , Hie!! 

~ 
(Continued on next page) 

159 

290 



LEGAL TEXT OF PROPOSITION K (CONTINUED) 

e11Yffi"g : •hhiR1 allfih1111We ~a er havi"g wf 
Fieio"I IIMII! 111 illt 1110 Ci~ I& 1 ... litll) hnpo~ 
the•• h_1,a11,,Wi11 the hnadeH ,eeaihie INlft 

1'91' 88RDi&M10 Mlle the JJftl'iflifUU 18~ f9flll.W'1 
"'°"M efC1HKW11~1 GeMlittt1ie" /,Pli1l1 XHIC. 
the l:l"itafi G1a111e Se1111tifMti8ft 11rut Ill) effte, 
111rili1M9le pN'a•ielntt ef Fecl•el aue M11 l1n1 

£"51 Tltt Tax Collecw roqy promul-
ezte all n:asonablt ,aulqtlanr and £uwc oU 
rnmnablt ruler d{femtlngllpru qnd jn1e,prc­
lQ(iQn.t acccs.woi or w,amadaR 10 Implement 
and udmfni11,c rbc Butfnra Tax upon al/ aw· 
rnc::rt:c /ind bu,riam octlvtdcs pccurdnr wiibt0-
a/1rlbutabfc LQ or bavlae $U/fldtn1 IJUJ/1 with 
the Clry to lawfuil\1 irnw, 11K rax hercundcc 
ma,r/lw oftlK form fconK1rQlc or otherwise I 
of the rzecwa or Qthar {w11 entity eaeor1ar ta 
bruinm wfrbla cbe City 

£egl Vu: Bur/nm Ta;c irorxmd wrdcr 
this d nick is la addition 10 rbc Payroll Emme 
TiU /moor¢ uo4cc Anlc/c /2-A fcrwJL.Jml 
arbcowc r.xcrooi from ih# Bwtaw IM or 
Enroll wc:as< Tux shall ~v fto!lt rax,,r. 
Pm·oa1 r,mnpt from drb<c rh, Bustaw Tax or 
~~ 
-~h @r ,~crnet 

SEC 954 F;XEMPTTONS (QI E,wot 
as erovfckd in SHbm·o·oa Cb I ofrlJiJ Suriun. un 
o,yanfrii1fa11 rhar it cum.pr Crom tncamc tam, 

160 38·CP1 60-N E:04 

1/on by Chaow 4 !commtnclni' with Seer/on 
ZWW Qf Part I I ofDMrioa 2 Qfibr Bmnue 
oud Ta:cgtlon Cnde or Sldx;bQDter F fcommroc­
in g with Si:crfon son ofCbaukc I qrs«1z1;,r,A 
qf ib, fnl(mal lkYcau, Code of /986 g.r 
ameculcd, ar quaU!kd by Secctoas 502. 503, 
504 and 5Q8 or lhc larcmot Bcvcnu, Cod, al 
/984 os ammded • .shall k, e,wirpr from raxa­
tion under thir Anick. 

{bl An omni1.0rion arherwi« aemot 
from ingoaw taxation wnda Subuc1trw ral ,&;, 
ts dlrecr/y tniattd within ,tr, CfO' in on uarc· 
lated rrad, or buslam wtcbio rb, mcaofDz..Rt 
~on 513/al oftbc lmama/ Revc:ar« Codr Q[ 
1986 as arncaikd and lza.s from It.! own oper­
atiQn,r, @ixlQ.ted bur/am raxable Income wifh· 
1a· rb, aieoalaK of smw W<oW of lb< 
facema/ Bcvcnu, Code or 1986 ar amended. 
sha/h,qy ,h, Busweu Tax an trr vm.r,s n:c:c/nt,r 
from Its 11am1a,,4 1rgde or bus/nm acW,ir/es 
thgr art a11ribuCQb/e w w Oo: rt ii is irnlllll,· 
ricabl,:. unua,sona~ 
such organlultlon ·s l!COSt cmiJm as wm.oiJi 
dJhu. kctaJl.lt o[ I/re pqn(cjl/nr DPlHll' (1( thr 

r !l 
flJLJl!l:l!J1}m. a:arnn, rli<a rb, omww (}LJ.TJ1U. 
rw:JDu cmonqbf1 a11ribmabk rn rhe ucyani= 
wrloa ".I' 1cnr:r:la1erf rrruk or wr~:r. 
.boll bt: dctwniard WI llr, bads Q/ gl/ re(Cl!a!Jl 
.lJM;tumd.~1 of the eorr!rniar Ca& 
u,suriWlce wj/11 Q/IY rullnu or a.g11/a1loru 
fmed QC 11rom1r/gatcd b~ rho Tax Colkcw Cor. 
Lb~ 

,,, "QJ,,s;r ""i.Jzts" a.r ikfiacd la 
Section 952.~ shall am Inell/de rr.cdeu mim 
buslncu actMfic3 ff. and only m Ion g: ll.f urd ro 
rh, ar,nt thar the City Ir emftibiecd lip,n rax· 
toe «urn r«der1 •rndu iba Con.rtimno11..in: 
laws qr 1hc United Stacer or under the 
Cannitu1ion or /qw; Qfiba Stai, or Cailfomia. 

(cf/ Blind PCrnznr limy•d uodn rlir 
orovlslons of Chmw:c 6i\ qr Wlc LZ ~ 
Unl1td States Coch C'' \lo:ndlne Swmls for Blwf 
In Federal Bulld(ag:s~I cc Aaic:la 5 ofChqpt" 
6 a,f Part Z of DlvWua L Q of the Cali/hmiil 
Welfare and tns11,u,1ons Ccuk f"Buriam 
En1crori,1c,r for rbe Blind"/ nerd net inatudt in 
lhc comaMtntian qf eron n:r;clpr.r the /irn 
l fS,QOO ofgrrm m:elw lo onl! rw wir which 
ir artrlburabie to rhlll[ licensed p0<;rorlon,r with· 
111 rhe QO! 

te 1 Skilled Nur;slar Fadlitia tlrr:nicd 
under ilK oroy/Jions or Wk Z2. Califamig, 
Admlnlsrroctvc- Code. Division 5 C" Uccrulnr 
and Ccn(fic;al(oa a[ Health Facllilfrl and 
Re,frr.al Agcncw"I, Chgptc, J C''Skillcd 
ffucsiar faci/icfcr"l 1lvla be ,nmot [IT1ln l<Y· 
ation undr,r th{,, Article. 

/Jl Bccelats dcdYCcifrom matrarn f!J! 
mvitc,1 or soler Initiated ac cqnsummarad at 
closed wmi,ariQn,1 ,1ha/l be a.eluded from ia.r· 
ab/~ "rrrm rcc,:;/prs • a.r defined ia S~ctlQD 
ill.~ fnr purprucr qf 1b& Srcu·qa a ~clarcd. 
roaunc£aa·· mco:ns an w,mblae:c: uldtlc,01« 
10 or manbcrs ofo fonnallv q1ab11Jhcd orraa· 
izn1ipn deym¢ ia rrodt. ind1111rial or commer­
cial a«a>1w·.1 oad IQ which only wc;b dckrcucs 

291 

• 
--... J 

~ MMe 
se u n,ta ns a resale cert 1catc n nccordance 
111hb pppli£A,li e1vl2lsns et i& Aevsm& 
Te.ullon Code llll re1tuh11lon$ promulsated '?r 
l&e Bo,t;ar %zJ@!~;· lone AS and ro rh, 
e.nenr rhar rhc C/cy Ir R rohlb(t¢ fmm tm win r 
th, Ill.!: under thi,Arti/:1, the rof/owfng Tlr!Wl:l. 
slulll be mmpr frpIILJb..c Burwu T@; 

Ill Baab oad linMi;iu( c:wl!<r 
rulioai tYOJPI from local 11UQllr1a 
llllhLl.ctkl, .... XTU, Section 22 of the 
Cafi[qmta CQnJ11tuliaa aad B,w,u~ 
llNLlJ.i&JJt/cm Cod{ Section 23182;. 

r21 [n,<uroacc eompan{ag(I!HI! 
~IHkc.AukM.KI.IL. 
Station 28 or th~_.C.aliJrunii:i. 
~ 

ll.L....fmsl.....11.t <nearing 1.a..1;.rw: 
~r:=1I.itt motor carckr r[pw,.­
et1111ndcr Bcw11, and Tn.mrir.JJ..!d2dr 

. S!.rJJ'ila2lll:. 
ffi__~!f!:. 

cirY craarj,oCJ!41Joa as a brl.Jl~IJ. 
J!!iOtb carrier under Public Uri/Ilia 
f;1'JJ~ swtcm m:z~ 

m Chtmer-pqm r:arrlm 0m.:. 
alillL.ll!na.Jwnn /but aa, QC/thl!r dwi­
talld not ma(arain a biuintu c,{JkL 
within t11, Ciry under Pub({c Ut/Utlc: 
Cod; S"tion 53714. 

ML....Aay Q"'1PD ,maa whom rhc 
Ciry 4 orohlkfrcd ,mdu o,~ 
Consritutiorr or ttoture al the Stat, of 
CJJJ.iJitruir, Cwm lmrwsing rh~ Bntfnm. 
ra.c. 
((l To ibc arm1 f/rat 11/ll' 1a;wawcba, 

oaid o subswmially similar rm to aav orbi:c 
ra,,;{ng /11r/sdiction on onY gross rtceir,Js ltmd 
uao'u rbit A cdclc /be tar pgld ta such wine 
lurisdlctlon rhoU be credlr,d oroCasc the /a; 
dut 1111dcrrhl1Anicfc, 

{JI NofbJng In th/sAnictr mall be con· 
.rt rued a: arauirlne the oovmc:nt of anv ra.r for 
ragag/ag ID....VllUinw or rhc doing of an acr 
when such paymcal imtd be 111 vfola!lon orth, 
Caauiiudoo at a uatutc o[rbc l/nli¢ srmH1.r 
ar th, Cmmi1u1ian or a mww~ P1.Jh:.....~ 
Callfotzria 

SEC. 954 J_- SMALL BUSINESS 
EXEMPTlON. tol Nuovlrhrtao41agqnv ut~ 
provision ~Ctbis:Adicic ",m,µ11 bu.rfnw cal«C· 
od,W," cub-mlnnfm <kilned shall k wmpr 
from pqymMJ of 1h,: Puslnm Tax · pro11ided 

(Continued on next page) 
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thq1 ,mJQ1I businas enmlldW shall oo the 
unoHal rneutrorion r« ouwanc IQ xaion 855 
aUrtlcle IZ and :iball 11myidtt all rn(nnnadan 
ond records and m, all return, wflh tbr: Tax 
collai;tor as r:,;qt1ircd lO' this Anlcfr and 
t1ctJ.dd.. 

/bl The tean ",rmaU businw e1t1er-
prlse" wall mean aJld include mu• raroover: 

II! Whim AA llab111ry under 
this Arfic/t. but for the small bu.rtnw 
,nmotion la //tit Src1ion, would no, 
weed 1500.· and 

W Who ha., filed a w n:rum 
by the kw dar oCfebrnary for the rw:­
cedlng ta..r yea,; 

S&C. W, t,lLQCATION AND 
APCQHUQNMENJ· BUSINESS WU:lJtN 
AND wrruom: C{D'.I B1JGl~l8S6iS SWJI 
JgQ:F :i;g 81:JGl>!E&S TAX M.Q P.WRObl, 
SXP~1£B :fh'<, ta l 61111 person dt:riying 
~ro:s ce«fp,,r Cmrn burln~ actMl/es: mia,,d 
in brtb wirltin gnd wltbowt lb, Ci~ shnlf alla:. 
rote s1"'1 vross c«dotr to ~.111' 

. omouac thaea.fduived fmm ac attrlqurah/c ta 
S1Jl/r activl(i,:.r within ·/hr City for rwr:pow ni 
rokulaliar tb+: 12<rmo 's ca~ Ciakl/ltt undu !lw. 

. iefJlch shall Ix s:t fnab ore omnuwiato n:rvau, 
. usin~ lhe ortlio; methoos or lllloc:alioo ~nd 
a.imionnieii,, _[qllo,,w -·m ra.wal'm #11l'll_l!!roi,k 

IQQ'b of ,aw· rmlnJs derived (rpm ar 
m1r/&111qbfc: Co .rain ef rang/bit OWQJJ· 
al um1mzy ff: m a wrcbam talw 
ult y.ricat or conurncrCYc oomsston a[ 
1M arow1Y within cba Cley rr:r«atlw 
or rhe ~o. b. point ot other c®"icions or 
!h, sal(: or un lhc arn0u:xx £t d:tirccd 
~ 
Cicx eo•ardlw of rbe Co. b paint "' 
01her conditions 0[111( sale- or mn the 
wrwm i,r ,rhlnued Crum an Qfficz 
sram. warehnug facrm:y. or ochu 
place of storofc within th,< C/ry 10 a 
location ou1rlde the Ci1v provided the 
ra,wqrsrr: rs not uwtccr rq a ta.r an <be 
ero liS rr,cci pts ckrl)led from ,mcb ml( in 
/be c/tt countv ar anaforaus local 
furi1dte1lon lqcludlng .tta1es and coun­
rcfr:sl 10 which th, PCPPCro is .mir,pal. 

C2I Tamayw: shall ~ 
~ PRRPOiPD enw ac;ipU 
derived from or orrdbumb/c tP w, 0'C· 
forroahtc a(ony~e, 11111p1e,· 
~ or wbac,,Y<'r nature, and ,ra/ct 
orh~r than of 10ntlbl¢ perwnal proper­
/l. iii {t) lh1 llli, ii, 1"9iiOlng IN gftlM 
.-ipu ie peoife..,.,11 in 11v, Chy; ep Oil 
Y.e e.eti•, if) l'"uht.eiAg l:he g,9tw:1 ,_ipl9 
i1 pel'fel'l'lle41 heth In •1111 a11lftlie !he 
Cit) I .II& I r;,11111e, !1P9peltieo ef 8lieh 
!Ioli, ii, 11 perfannoi in lh1 611)' illeft in 
..,, otft1r .;,, 1 eeWll) cc ar,.Megowa 
1 .... 1 j111!1s!liewan E•~•l .. ~h,g ,..-o, ... , 
1e11n1l'iul !Mt ""' I• .. !'toll) ilflpete • 
10 eR 1h11 g•eu reoelp\l BePi ,.,J. Ke"' 

3B-CP161-NE04 

!!& 
W Th,uuum who are land-

lords Cos d~fintd in Stet/on 95141 shall 
lac/uh 100$ ef ram cmfors dcctw 
from er a11d/zHcablc 10 rb, iwin r or 
wtfnr qfa/1 ofthr landlord'1 p,rmfm 
located with/a tbc Clzy· W!JlQWN «ball 
oar ln~lude rw receipts that al)! 
derived [mm oranribmabk 10 the leas· 
iar or n:nrtai ofa:aC wore /ocaredour, 
ride of the City. 

Olhln In this 

It O Sla:&t tor Cll:C US 011, 
coOr.c1armay~ 

/Wl(orlow and 1.t1ue cu/a, lhtccmllwimu amf 
1mei:,oo:ratloar manllar tbc ording,y mctb!Zdl. 
ofaUmffo11 9PSUll7PWYPRDISPI ur fortlt VI this 
S.ectton so a.r 10 fafcll' af/ocatr the I'™ 
rec~wu aCall perozGf mhh:cr to tbitActlclc lu 
order 10 impo,e the !a.t g,mcmlly and C,, lndi· 
yldual caµ;r nnJy lll>Ptl wss rccetp1s Crom the 
lm1faeu acrfylriu rl,qJ are decivcd from or 
a11riburab/c to ,rudJ octlyltla Gi:arAA' In wrrh · 
la 1h, Ciry. Th< Tar Colkr;tor mey. in ch, ap,1•U · 
IJllioa....te i1141i· Ml•al - of web a:zu/atlaas . 
ruin rkt,:rmiact/qn,r and l/ll~'J'ara1lons and 
,qu/qtiQD,1 to jgdlvldupl sw;s...Jtma./.mm..JJJ:. 
MW ;ruch mpd//icql/olll' the,r10 as mpy bt nee· 
maa rq fairly a[/qcag tit¢ 1amqycr's rrou 
meipts and /moose 1he raxunt:krrh{s!.r1/~.in. 
Q lawful UI/UIOCC 

rdJ ff the Tax Collearur rea/tocar« 
mm ccrc/1111 upoa rumtnot/an rz[any a:rurn. 
the 7a.r Co/1,cror shall nod.& th• (H!flP" in 
wcicinr o[ the basis upon which w, Ttll' 
C&.llecror ,nprh. cbc rcaflocarlo'I, The nu 
Co/lwac ,,boll prov/@ sw:ft tWfcn ru: soon at 
11ract/cqbfc following such aoUqcat/qn, and 
w/1f!i11 LO day., af a:ccfpt (l,f a wr/lleo a:quest 
rbmfor from the I/UJ2Qm The rfror for the 
daiar aF 011v get rcau/rrd by rlt/t MiclLJu: 
Aaiclc 6. and ti!( <DfIWlrnC(lmeac 11.( any liabil­
ity for oenalt/et and interelr ·uader such 
t)a/clcs. sl,qll nor butn w run unrll tb:r Tax 
Col/woe provlcus such 11otice, . . .. 

SEC. 956 PAYMENTS. BEWU!.S. 
PREPAYMENTS EXTENSJQNS AND 
REFUNDS &zymenc,, murn1, PWW)'IIIM!I, 
~ wid n:6wls (Qr pmao 'J olMklt:cr IQ 

/his A ruck shall be as vmclbed In the com­
mon qdmlnirtmJ/yc oroyiriaas SCI [Qnb In 
~ 

SEC. 957. ArmtORTTY TO PROMUL­
GATE REGULAT!QN.£ The Ta.r CoUectqr mny 
promulegte regu/a,/oas and is.rw rolu dcw· 
minattons and !nrcrpreca1io1.1~ co0,1j.rtetzr with 
rh, 12urprues af this Artiru and daiclc 6 as 
may b,: m:w,sary and qr,omarlw ra appl)· 
such A rrlc/q in a law/ill mamu!G lncludfng 1he 
proy(lioru o[,111c/rAdfr:les for si,aaltic: A'.11, m 
fraud wukr:zyzymeni o,r fm QIJlf raxes, or any 
cva.rion a.f .such A rticl,;r ac tbc oda ancilnit 
(grian,1 nromulgam/ thmuMkG All reMta-
1/cms. ro/cs. dctmninarioas and inre,:pmltltions 
oromulearcd or lnueyJ by tb, Tax Calleccor d1ar 
are nor incon.rfsm11 with such Artie/a (llld rbm 
were uromulra1ed or /med prior w the ,ff'ey:­
uvc dat¢ or thit Article rba II rwain in C11 U 
force and eQ'ecc · 

Section ~- Operative; DIiie o[ Aniol;; 
! H· 1 CB11slo;ss Tax OrdiMnce); Sunset 0-'llt. 
ofBu.:jnc;ss Tax. Article 12·A· 1 or the Bu&iness 
and Ta,; Rcgulutions Code (Business Tnx 
Ordinance), lli enacted by fhls ordi11an~c. shall 
be opcr.1dve commencing January I, 2005. 
The authority IO levy the Busincm Tux imposed 
under Article 12-A- I shall expire on Jaimary 1, 
~i!15,J2. 

Scclion_-4~ .. Th!I San Francisco Business and 
'lllx R~ulations C()jjc Is hereby amended by 
11mendlllg Sections 902, J, 90'.> and 903.1. and 
by adding Scctioris 902.2-mitl,.l}QM, of A1ticle 
12 .. A. (Payroll Expense Ta,; Ordinance), ~ 
l'etlh l•l.1 , "Al• 11usun.i.w e,1ta le &ae~euo 
9Qil,I. 00:J II.IHI 98A.I llftll lk• 11dliili0B~ 
Seallna !leli!.'.il 111NI ll86.I 1 •• ""Mled I!) I-M9 
er~l1111M•1 lll'll lelllfMIIVJ' ai,doball be e~i'/6 
-i"g Je,11111')' I, ~QQ§ at.II aha.II c,,pil'I! 

1111 J111~1 I. 2Gl9i!ll9'), Se11ia11J 982.1 . 9\H 
ll!'lcl 9Q3, I ~MIi "'· art 13 a.11d l,o as.:'looh ~11ie11B 
,eN lfflft\Mii.atel-.) prier le llate ltffleRiR,efMS 
lftlOlli 9) ltls flftiine:"18 Bit a.M tfte.r ~M\iOI)' 

I, 20 l8ii!009, ~POI ir!M. lltal Sae1ie111 900.1, 
9Qil,il, l}Q~, 91,J,1 and 9Q&,I, M -11188cl a~d 
•ti~ e)' lhi!i. flf~i11eue, llhllll t>enll1m1 l~ 1111!'1)' 
1efi 81 ep&Aill~'' eF1 a"d 1J4u Jat1Y•Pf I, 
il919'il999 Nlf the li"1i1e!l 1'~!!'89" ef Pa) rell 
i;..,11111 :Jan"" i11,pe9811 1t11~•t .•,Rielc I~ I, re, 
11111 yefd9 4":lftl1Mll1lng e11 et ftffflr Jm.!lm, 11 
•ggi ani aRiif•& en er e,ra..., i6ttJJn:he, 3l1 
il919~9991 end ltll)' ml"""tal'WI pllll•lli~~ au,i~ 
-,111911 th•••••, £1:atiu,o 99:il, L 9i9li:1:2., 9931' 

9113,I m,i! 9'16.1, a, a.ne,,d1whnd 1ileied b) thi<! 
.... n,. .. iii, sh,11 P••" tli foHows : 

SP.C. 902.1. PAYROLL EXPENSE. (a) 
The term "Payroll Exp.ense" means rhe com­
pensation ptiid to. on behalf of. or for the bene­
fit or an individual or pa.u:-thmurb mrlc;y, 
including salnrlcs, wages. bonuses., commis• 
slon&, properly Issued or transferred in 

e~changc for the pcrfonnance of ~crviccs 

- {Continued on next page) 
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LEGAL TEXT OF PROPOSITION K (CONTINUED) 

(including but not limited lO itock options), 
c;ompens;a(/oa for servlceuo ownc17 o( QJW'· 
through "1dUCJ and 111y 01her foon of compcn­
salion, who UL1b.tlL during any tax year, per­
fonns work or rendin servi=, in whole or in 
pan in lhc Ciry; and If more than one Individual 
or rzass-rhrourb entity during any tax year pcr­
ronns work or rc:nders service, in whole or in 
pan in the Cily, the 1em1 "Payroll Bx.pense" 
means the total compcnS4tion paid including 
salaries, wages, bonuses, commissions, proper· 
ty issued or trllllsfc:rnd in exchange for the per· 
rormance of services (including but ne1 limiiw 
10 Slack options) CQm1'9nsatlon for seryjccs Jo 
ownm of oo,ru-1hozue:h ,aJ{rie.r nnd any Olher 
form of compensation for serylc:es, to all such 
individuals and Clll,tJ·(b,rzuglJ ,awi«, 

(bl Any person that grants a· service 
provider a right to acquire an ownership iniu· 
csl in such person In exchange for the pcrform­
llllte of services shiill include in iu payroll 
expense for the lax year in which soch right is 
exercised an amount equal to lhe excess of (I) 
the fair markel value or such tr,111ership interest 

. on the dale S1Jch right ls ex:erciscd over (ii) lhe 
11ricc paid for such lntercM. 

(c) Any lndMdual comp:n&ated In 
his or her capacity as a real esta.te salesperson 
or mortgage proce~&or shall be deemed an 
employi:e of 1hc rclll estate broker or mongugc 
hr.ill.er for or under whom n1ch individual per­
forms servk,es, and uny compensation received 
by &uc.h individual, including compens&tion by 
way or commissior1JJ, shall be included in the 
payroll expense of such brolcu. For porposts of 
this Section, "real eslBte broker'' and ''mortgage 
broker" refer to any I ndividWII licensed es such 
under !he laws of the Slatt: of Califomla who 
engages the services of salesperson, or a sales­
person, or or mortgage procc:1$ors or a mort­
gage processor, to petfonn services in the busi­
T1C$S which such broker conduct& under the 
authority of his or her license; a "salesperson" 
is IIIl individual who is engaged by a real estate 
broker 10 perform services, whk:h may be coo­
linuous in nature, as a real estate salesperson 
under an agreement with n real estate broker, 
regardless of whether the individual is licensed 
BE a real estate broke. under the laws of lne 
Stale of California; 11 "mortgaBe prnccssor" is 
an individual who Is engaged by a rul csLUle 
bro leer or mongago broker 10 perfDml servi~s. 
which may be cootlnuous in nature, u a mort, 
gage proccsmr under an agreement with such 
real estate broker or mortg11gi: broker, regard, 
less of whet~ the mortgage processor ls also. 
llccn5Cd 11.1 a mortgage broker undi:r lhc laws of 
lhe Slate of California. 

fdl All camD1:rualiori ind1tdin1 all 
oarMhough comocruali® for ffl\!;;!'~fi; 
an behalf ol uc {qr 1/Jt bca,d " 
pau-throygh catlry, ,shall be iaclruted la lhe 
ca/r;u/atlua ofsvci, <al[/y 'r payazll wzea.r, fqr 
uurpou.r al d<teanlninr Juett <Nfry 'J tar lfa-
111/ic:, under lhfa Miele, For o~rpo,m or this 
section, rtu "qcw-1h,p1<gh rampra,,arioni 
@cyicg" gf" pass- r/vmlr~ eruizy dial/ ha lh, 
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Gi:£,Uatc compwati01 roe Nmmot mvtm 
rcademf by all web owners, and shall nor 
includ, 1/JJY rctwm on cg(]ital inmlmeM Pan­
fhrough carltfcs, o, rhvir option, nwv cotcutm 
lbc amoW11 Qf Mptll.r-thmueb campwg1l,m.!Ju. 
tervlm" {:;.!'!!~~" cax )'tar u.rlar oar Q[ the tallow_ ___ ~ ___ : 

01 Tb, gmoun1 of.such ent/1'1 's 
aci earatne,s lit/m .re(f-emptaym~nr for 
fcdcro I Income tar P«IJHl,IO:' or 

12 I fiirrery wtcar cm! or all 
omoun{t pqid lq PD bebalfqf. qr {qr th, 
h«11:fir ofaU th, owea aCmb emit;: 
Q! 

W Fnr each web QWDCG an 
ammmr /hat i,r aac hundmf aod {flty 
i,,o;cac Cf5Q'izl af thr aware aaruuil 
comrMwac{aa ooW 10 oa wll oC or 
for (be IH:a~ac q{ all crooloym or tb, 
ruus-1hro11gfl tnt/ry whm gompt/Jf/1· 
1ion if to the 1czp 1/Jtaaik.·U, 25%1 ar 
tfl~ enlil1's hichee1 , .. 11 employees who 
a l'f' /xired in Ill( Cit,,: orpy/dyl we 
WI oumb~r QfemolQvm o.f rhc carl,x 
based En 1ht...I:iJy_ ir nor tm .... .&a.... 
lll'.atlO!> -
1,1 l[A e:w·through rl)lilJ ci,abUm­

" 10 tb, sa:iQ"action of tb, Tar CPLkctor rhac 
all of Jhc m,lbrxh Jtt fonh in S11bscct/oa Ceil 
um loopollc;able aruVqroyunat< 1bc QJ/lauor or 
cem!J(71S11tion rewonably aaribytqbk. 10 work 
wtJ!rm({l or my/cu rr-admd t,y J!/Cb owam . 
becaim oftb• uonl®klc narun: nfthe secvff:r..r 
o:mfemd or wort wdiluned or on accQWJt al 
tM unusual fwir of such comp,ruarion, or for 
any orhn mwm, tbm the amount of P(W· 

1bmwrb CC/llll/C!Yolloa sbolt he dewrnlned aa 
tbc /wi• q,[a// aleyqn1 rar:1s and ei n=um.rtanccs 
or tM qqafau/ar cgµ, In accordance wUh anv 
ruUn·u ec m11/a1/oos iau,d or µroroul~aced b 
the T'1I Collector ror 4ucb aurorue or with rhr 
Jl'dCleo aoproval eftltc Tax Colltcrot 

SEC 9Q2 2, PASS-THROUGH &a· 
n: Tb• icrm "rxw::rlt1J2«£b enriry" indudc1 a 
1,u.u parmmlrip camuratlQn dmribcd in 
$wh,huol<c s a£ ihc larcrnal Bmau, Cou ar 
I 9&S, as ®Knded, llmikd liafn!iry companv, 
limited llohiliry oaanmbw. orofe,rslonnl eoc· 
pororioa, and anv other om:ea or rntioi which 
/! nor mbfce1 1o 1he lacorn& w lmposr:d by 
Sub1Ctti1 A. Chw,rcr i q( mo [alrmA! Bmauc 
Cnd.o[l9{1f, a.r @•nc/ed or whfr::IJ: is allowed 
a 1krf11e1/o11 la oomputtnr suc·b cw for dhtrlbu­
tlpru to the awncr,r acben<fidan·ru o(such per-
100 qr cartzy Any pmon e~em~t from RIYfflC!ll 
of lhc I'll' mil 11. rue Tu 1Jn er Secuon 954 

SEC. 903. IMPOSITION OF PAY­
ROLL EXPENSB TAX, (a) A ta~ for gcncnil 
governmental purposes is hereby imposed upon 
every person engaging in blninegs within lhc, 
City as defined In Section 6.2-12 of Anicle 6; 
provided, lhal such tax shall be levied only 
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upon tltal portion or 1he person's payroll 
expense that Is attributable to the City 116 set 
forth In Section 904. 

(b) The Payroll Expense Ta~ is 
Imposed for g~neral governmental purposes 
and in order IO require commerce and the busi­
ness communily to carry a fair shan: or the 
costs of local government In reium for the ben­
efit.s, opportunitie, and protections afforded by 
the City. Proceeds from the tax shall be 
deposited in the City's general fund and may be 
expended for any p11rposes of !he City. 

le! The voters lruend bv approving 
liIU..ntcusurc 10 au,twrlu: @P/fcqtioa or the 
fqyrp/1 E.w<ruc Ta;r in w, b'J¥fd.e,rr uassible 
man11er cpnslstcnr with the uroyl§fons of rt,is 
Im/ck and (he "gu/rmtents of Califocnlu 
Coru11,u,1on Anfclc XLIIC, tba United State: 
Con,1rl1U1lon and am otbec qppllcabk provi­
sion offtderal and state law, 

Cdl Tb¢ Tax Collwar mqy nmm11/-
gatr all l'(a.ronabl( rtfYlat/Qn,1 qnd issue all 
reason@ mlt,s, darmainan'ons and intmm­
tadonr necwa,y or w1roorla1, w fm111'roeac 
aruf od.mlaiuu the eam,11 Erprn.re~ 
alilmnrnerce and bus/au: wtlvlri,..., vn;ucciar 
wW1fn, attrilzyta~lt to or hayinr mtlk.i:ai 
IJQ'H,t wlrh Ihe..CiJ:110 /oleful/y impose tne (<u. 

tnD,Jl/lm oflhe roan lc:oroorarr ac o{berwi,r4J 
of 1111: wma or orhu legal wlry m~rJZi!J£.ln. 
businm: in ch, City, 

CcJ The PqyroU mea,r.d'a.r lmmcd 
acn:«ndcr i.t in add/ilon ca lbt &w=-Iil:r. 
/moogd 1111der A,rlcle 12-A-1 Emons am otb­
erwis, wmpr (mm rlu Pavroll £.wmre Ta.r or 
B!L!lnm Tur shall pay barb ra,m h.wi& 
c.:canp/ (mm either the Buliaus: TM or Pavn.11/ 
E,;pcnu Tiµ b111 ,w1 r.grh.....rlmlLpay rhe 1w; 
frqm which not wmot, 

SEC. 903. l. RATE OF PAYROLL 
EXPENSE TAX. The rale of the payroll 
e~peiuc ta,; shall be 1-1/2 percent. The amount 
of a person's liability for the payroll el(pcnsc 
lllll shall be the product of such person's tax­
able payroll e~pense mulllplled by 0.015. +JM ....,-, ,r•• M ,••Ji• .14 ... ,M,it1,., ,;,.u ~ , 
L\~ ;a.ecc,t of I/re ,..,,.,,,11 &peas.I! ef ,..,~ 
AIIJCfe~, ff'- I !,9 pa, e11tt of#rt ~lal d-fo 
rri&a:k:M ::LIIIN h-$ ••ffl ,~difocicllimt 6; n,(I of 
HHlrJ' ,, /MH 1111\•I~, ... dllllt. ,M,, ;.,,.,, .. ~ i!f 
J i\ ,t,.,..,,.W.itut: /,1111tt•uM ,~i, a, d~ 

1"'6fd W\W,1 <M ai,1111,,-~ ;,.,,e, e,r 1,. "•eh 
'~"'"•;.11N:• ~ 6d, at.1• ,1,. d#..•1iar14 ~6 c'M iM'lri 
bwlH.f,. efau .. e, M{I' p,c,fi1 •• ~~,, ,lto,\l be~'" 
11 "'~- "' .!oa tli,c, i.!o111/•·t.1 ''h, "'«:l' 1:{ae,l,i"'.I" 
flll4.fe, ,a, ,.,,w,1 oa, ,,•eiw c 1ddrrid

1 
.,,,,~ .. ., ,'¥1e 

,..,,,..,a, J'l8'rl!I sHldP'llilf~ i) clett, Md e"" 
, i,,,i,.g a:i.ie11ee. 

SliG, 996 . 1. 81QTEGIIHQ6QC¥ 
~CblJSIQ~I, (a) Ai,y ~em, •~g11giRg IA 
b .. ~i,.111 * ithi" Hu di11 Mft) eK!ht.tle H'eM lk• 

(Continued on next page) 
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pe.n"ft 11 Jtlytell •I\JHIIUI aU t.e 1,,,111RM1iBn ~IN 
l8r41ft eehalf ef, er re, Iha 111,l'lefll er ~I h1el 
vi~ijab 1.~ pm• ,hreugh e11ti,io1 nha ar dutt 
p<rie"" a!ill!llftlllllll)' 1111 Wl!Rt er 1111~•• 1111, 
a~alitil) aU J)ef'I i1111 1ft 8iNlt 1t1ppeft ef a1Hh 
persen'1 hleieell1181ei:y h11si11-1111~j1111n the 
eeoiiHena aM liMitMisna •• re.@ lR thi1 
8ee1\tH\. Fe, 1'9"1'8tere ef .i.., Soe~en, "'l,i111eett 
P1relag)' Wain H

11 
•• • 88fld.wel1Rg -le1,M 

tt&leg) iresweh an~ •flt! atiM:IRt&I .._ alep 
"""'~ 111,el epeM~B iaketall9RH i'er ~ieMeh 
nelogy ,e_tl 11ul e11porhMni.! de ,.,lap 
!IIMl1 11Bi11g Ne8'llllb11W1I J;l>,11,, Nil MidH, -~ 
!!lesi111ea:19i11g 1ee1tnijj11ee, as well 1111 Ole 11ppH 
etllen Y"Jo,eeF le t.h1 ar. elapuoent af iliegnn~lit 
pra~i:.£18 an!Ya, Ser:taee le iMf•e:e h11w 
hMldt. 11:rtiMII heehh, aftd •g,i,w.llllN, 

(I,.) ~, le!A e11emphwJ ttruler &'eell&ftt 
90fi er lftis !d'Uele. eu~ ,_ .. e..gagi11g ift 
che hle,e.-.11al&g) Mlni111H in Iha Ch) aMll p•) 
thliPll:" ifflp&lN 1tf'lfiet lhitt ,\.:ilela 111t lhl fttY 
a,ootntl llf tlrJa p E88ll ' I f"Jnlll 8MpiMB Blffil! 

~1eele 1e 11M Sley Ere"' aM 1Q1r Ille e1ti,l~B11 
ef li,lo Sea1i,11, 

!el Ir • pe~e11'a eale11l1w.t liability 
re. lk, Pe) • ol:I 811 "'- 'l'M doDCls net z • 
&~~500 IBP 1M lllt r- IIMf l!ffl)illg ~ 
l,~!1Woll:!lllf~ ... i91111M 
!-'l'IGlill 6111111 !,o oompl ftoellll p1,111e11t ef 1M 
!'!Ii ,ell-811.i--~ f"' .l+tal-f!lllry<w ae r­
~~. 

Sec.ion &6,. The San F,ancisco 
Business and Tax Regulations Code Is hereby 
amended by amending Scctluns 6.1-1, 6.2-12, 
6.2-17, 6.6-1, 6.8-1, 6.9·1, 6.9-3, 6.9-5, and 
6.2 I -I, of Article 6 (Common Administrative 
Provl&lons), and by ndding Sections 6,2-9.4, 
6.?.-9..5, 6.2-10.5, and 6.S-l.5, as follows: 

SEC. 6.1•1. COMMON ADMINIS· 
TRATIVB PROVISIONS. (a) B,;cept whore 
lhe specific language of th~ Business and Tax 
Regulations Code or context otherwise 
requires, the~ ~mmon admlni5treti"e provi, 
sion. shell opply to Articles 6, 7, 9, 10. lOA. 11, 
12, 12-A...il:d.:L and 12-B of such Code, 

(bl Unless e~pressly provided other­
wise, all siatutory refi,ren~s in this AJ1iclo and 
the Articles &el forth in Subsection (a) shall 
refer 10 such 1tatutcs as amendea from time to 
time and shall Include wcces&Or provisions. 
For purpose; of collecting the Emergency 
Response Fee under Alt,icle IOA, any refen:nce 
to a "tu" in 1his Article shall include lhc 
Emergency Response Feti when, appropria..e; 
provide,l, however that nolhing in lhe operation 
of this provision sh11l! effect the underlying 
legal chuacter of the Emcrg~ncy ~spoose Fee 
or suggest that the fee is a lllX. 

(c) For purposes of this Aiticlc, a 
domestic partnership established pur&Ullnt to 
Chapter 62 of 1he San Francisco Adminislnltive 
Code shall be lre&lcd lhe same as a m arric,d 
couple. 

SEC. 6 2-9.4, BUSINESS TAX QRD/· 
NANCE: BIISINESS TAX. "Buslnm Ta., 
Qrdiaancc" mcaa,r Article 12-6· t of ch, 
61111nm and Tar 8cculariom ca,k "Butfneu 
Tar" mraat thew lmpoud rhca:11ackr. 

SEC 6 2-9,S. 1/'fD/;PENDENT CON· 
TRACTOR, "larkpmdaot CQl]rractor" mel1l!J 
any m1izy, Qlb<C 1&a11 M 1n41yldugt. that U(r­
forms mvlca.r foe a pdr&iool: and any indlyfd. 
ual who perform. mvlm for a ~dnc/val foe a 
mec:lfied recompense for a wclffed resull 
under conrrol of the princlpal @ 'P cbG cm/le of 
fbe worl; only arvl nor as ta tha mroot by which 
such a:sull tr accomoUm,d, do fadmadent 
com roe tar m;elw income thpr should be 
,rpomd ro cbc fritemgl Revenue Smice lzv the 
prlm;iool oa IRS Fqrm 1029 shquld ((Pad the 
lncam, to the Cowna/ Bmau, S:rvic:e on IRS 
form I Q4D. Sch«luk c aad mgy dµJu" rhe 
con of rbc 1w wa bomt for busims puroom 
on Schedule C. Facron which fndtcme Matus as 
an indttecadeac r;ontracror art /faa Individual; 

LJL.Juai ctqulrof 10 ro11ow foucuc· 
lil2.aLmfww co perform ,servkc:s: 

m Pr,urncs th,: di/Ir n m.isacy rn 
i,erform the /ask arut do« not a:ad additional 
!!ru!!i~ 

W Perfow mwces thar art 1101 
mwial tv rh: prlndr;al'r bwsrnw or an: nut 
mco1J10rgrcd law cbc product or scodw Mid 
by rh~ principqi; 

H/ Show/cl he able Cu ,ubcaarroct all 
at a waioo or the uroiccc· 

(5) Can hire and SHl1f rm, his or b'-C 
Pll'll m,otoyw, but should ,,ot ,1HIXT¥ise, or be 
:unuylgd 1zy the pdttc(l>Q("s cnwlaxc«, 

{61 Q#ncrolly wartr on one vroifrct 
and mow an, acq11lriar additional proiects 
wh w QJJd If he er ;rhe ii a ya/lab/;: 

£21 Establishes flil or her bo11u ar 
wort wackwr w: oruwm to accomplirh i~c 
end ruull: 

£61 Urually has rhc cltthr w work 
sirn utwwouslv for lb, rd11c(pal and 01/u:rr 1JJ 
long as the end n:sull ts achieved; 

C9/ $bmdd be abft w dtoa« where 
10 rwfoan !/?me ifno1 g/1 afcb, t«'Yic:«s: 

no1 Can cootrof rh~ moarm and 
l!lJllliad ofperformla11/,c uodw: 

C II/ ts rc.rooNfble only for the rnd 
lWilL.....and i£ arzc reau{a::d 10 .ubmlr incutm 
ClPi1d.r:. 

112 ! QenecaUY fJ paid a flar Wl• for 
rhc wmalctiWI fl.Ube arol"' · 

COi fl cxoec1td to aw,mc tbc burden 
of bus/n,:s,r wmi,.r: 

((41 Shou/d bow tb, rooLs and awir>: 
mrn1 am:wio: ro ,mfonn the servlw lnrk· 
rze,uieadw 

(151 Maks ru a1t fnV<J/mrDf in teol.r 
businw eaulpm,:111, oyb/lcal/cw and w,,p/i~r 
ap,pmpriate for his or her biuincw 

116/ AccCQ/1 both tb, bra ~li/J and 
risk,r qfa bu,riam 1rrwwfon, In /hat be ovb~ 
hus rhc opoonuniO' to profit from 1h, proiec1 
ad" and rl,ic., a la.u l(rb, end mu~ 

cepro~k or cost,r e,;cud rltt prof«r urice: 
I 17! Can and docs wurk [qr multiple 

firms sfrnMCtaacawly: 
U61 Offers his or bcr wvices 10 rbr 

general public: 
C/91 Can be rwniaaced oa(r awal· 

Int /Q lb, Imm of an ai1umen1 and could 
mcover. damam fur 1,rg;cb of conrrar:Lit.JH:. 
mlnaOaa is ouf#dc the KQJJ< of the agnemem: 
IILlli 

1101 TjqsQS OIJ ob/r'"arjw, 10 complm 
thr work under contract, 

SEC, 6.2-IQ.5, INDUSTRY CODE. 
"lrni1LSUY Cork'' weM.,. the iadu.rtrial dau((i· 
ca1roa rrunwr a:.rlvu;d to an !odu-11a in the 
North American Industry Cla;uific:qlion Swu m 
fNAfCS/ In cbe Execmiy~ Offlr, or 1hr 
Pn;ridpnt. Qfiicr ofMana.umw and Buden 

SEC. 6.2-12. NEXUS: MENGAGtNG 
IN BUSINESS WITHIN THE CITY." ~ The 
taxes Imposed by Anicle 12-A (Payroll 
Expense Tax Ordinance) and Arflc;/e [2·6-i 
lBu,tlnur Tar Ord/nanq,) and the registration 
fee imposed by A Miele I 2 (Business 
Reghtrallon Ordinlll1oe}, shall apply to pny per· 
son engaging in business within the Chy 11nloss 
exempted therofrom undu such Anic:lcs. A per· 
son is "engaging in ln1rines.1 wHhin Jhe Glty," 
within the meaning of this Anialc, if that per· 
son meets one or more of the following 
condition$: 

(I) The person mnintains a fi~ed 
place of bus1ncu within the City; or 

(2) An employeti. represenlative or 
agem of lhe peraon mai11wlris a nxed place of 
bu6'ness within the City for the benefit or par­
tial benefit or the !-"r&on; or 

(3) The penon or one or more of the 
person's employees, representatives or agents 
owns, rems, lease; , or hires ~Ill or personal 
property within the City for business purpose, 
for the bencli1 or pa,tial bencOt of lho person; or 

(4) The person or on~ or more of the 
per.son'$ employees, reprcsenllltive5 or accnt.s 
rcgul11rly mruntains a stock cf UlJlgible person· 
Ill property within the Cily, for sale in 1he ordi­
nilf)' couru of the per:;on's business; or 

(5) The perrnn or one or more of the 
penon'! employees, representatives or agents 
employs or loam capital on property within the 
City for the benefit or panfa l benefit of the 
per.on: or 

(6) The person or one or more of the 
pc=', employees, rc:prescntlltives or agenl~ 
solicits busino,~s with in lhe City for all or part 
of 1111y seven days during a tax. yew:; or 

(7) The person or one or mcire of !tie 
person's employees, reprcsentalives or agents 
pcrfomu worlc or renders services within the 
City for all or pan of any seven days during a 
tax ycnr: or 
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LEGAL TEXT OF PROPOSITION K (CONTINUED) 

(8) The person or one or more of !he 
person's employee,, representative, or agent& 
utlliz.es the street& within the City in connection 
with the operation of motor vehicles for busi­
ness pwposes for all or pan of any seven days 
during a tax yeor. Of . 

(9) The person or one or more of the 
per.;on's employees, representatives or agcnlS 
~ercise, corporate or franchise powers within 
~ City for lhc benefit or piutlal benefit of the 
person: or 

( I 0) Tho person or one or more of the 
person's employees, rcprc!ICnW(ves or agents 
liquidates 11. busincs, when the liquidatora 
thereof hold themselves out to the public as 
conducting such busioes&, 

SEC. 6.2-17. RETURN. The term 
"return" means any written statement r=quired 
lo be filed pursuant to Anlcles 6, 7, 9, 10, IOA, 
11, 12..1.2.:d or 12•A:L 

SEC 6,5: (.J. AUTHOIW'Y QP CQN, 
TROLLER TO REQUIRE INFQRMAVQN 
FROM TAXPAYERS· CONFIDENT1dUIT 
m EREOF. fa I Ca arfdirlOtJ.1ell.lI:l Wonnar[Qn 
ar...a.WJil. rhe Tar Collector l1IQl 11!Ql(/,r from 
anv 11moo an aux arum ur swtw,c:ot ar czur; 
t00.11{ IQ a request urute,· Sectiaa 6,5-L ar ll1h=. 
crwlr, the Cw11rolkr mov ceowlrr ani' emna 
,nwiar ill business ln...lh&S.lO' to t«mJ,m 
/11fnm;q1/on and a;cord,1 rxwafiar rhc pm1ky­
iau... a./ the vermn 't lntsinon or bu.riacruz. 
Such DQTticfl/art mar iactwte /,yJ on: nor Tim/r­
ed er rhe nmon '; ew,s rp"IPll in@rru, PQJ'· 
ll!lLJ,&J,,;;_.,t MXDWU1 lo indtpendcnc CPt'J • 
tractors, r;:o:xU (Qr matc:ria(: and och,r bu.rlnm 
w,,wm, indrma ww, lm;tiaca cw/ indu(· 
rdai a/a1siljcm:fcnlsl ownwblp and mpnau, 
· mrot rtrnw1rr ofrhe bu,riam ewni:ahlp ln1cc­
ats in othrr li:ral entities hy,fineeu,u ond ioinr 
l§UtHrxs r~dtroJ arni srql( ca.r Qllrri su,/J:IL..aaii 
mb,c lnfornwtlon tbc Controller deems acm­
raa ()C appropriate foe auauar,r o[cva/uariar 
bu siaw activilir;s fa 1hc C/rv tax and eoonom­
lc oolli;i,, and practices. r:rvcnv, omiect/oiu 
uod ca:nds, and other martcc.s 

lb/ The Controller n:ay l'(Quire ia[or­
mgtimr and a:r:arw umfu SubJwLaa Ca 1 as 
11an or anasw/ ouanerlr, nwnth[y or au zyent 
1a.r crtum« or s1oc,m,1wr filed w(lb Thx 
Collector pursuant to Aalc:te 6, or odterwiu, 
The Td.t Collwor sbP/1 q,pyidc all a{Cmaa 
rowc rotion _ qntf asrtstan,, 10 ,:ff11ciuate the 
~ollcc:t/an of iqformgflon and o:conh <U dlmct­
,d tn rite Camrollcc auawanr ro rhlr Str;ifon, 

Cc:l Tire Control/tr aruJ all City o(li-
cialr oarl •roeloms st.gll malntgin tJg CQJJ/i­
dcar/olity q[ tnuu .w:n:r.r a.ad ocher con/idea· 
rlql ra.rna;vu iqfurmatjrm ond ar:ordJ ubtalned 
PW00/11af w rhis Section, and mg y dlsda:rc ,ruch 
wu/e swutc and currfldwtlal tcupqyer in(iir, 
mat/on and rec:onh oa/y a r perm ICled or 
agyln;d lzy Srrltea 6 ZZ. i oCA 11/cla 6 ar mlur 
@of/cab!§ 1p1g 
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SEC. 6,6-1. CERTIFICATE! OF 
AUTHORITY FOR THIRD-PAKTY TAXES. 
(a.) These additionol provisions shall apply 10 

optl'Ble(i; 11nder the iranslcnt hotel occupancy 
Lax (Anlcle 7), the parking space occupancy 1nx 
(Article 9), the utility UlCli iax (Ai:ticlc 10) a11d 
I.he emClgency response fee (Article IOA). 

(b) Every operator engaging In O<" 

about lo engage in busllle$s within the City who 
i, req11i~ to ~o1\e(:l or remit 11ny third-party 
tax shAII Immediately apply to Che Tax 
Colle.:tor for 11 certificate of authori ty on a form 
provided by tbc Tax Collector. 

(c) The application for a ccn.ilicate 
of authority shall set forth the name under 
which the person tmnsacts or Intends to trans­
acL boslncss, the location of each of llll: per­
son's plaoes or busln~ in die City, ·and such 
other information as tho Tax Collwor may 
require. Toe lpplicarion sllllll be ~\gncd by the 
owoo- ir a sole iroprictor, by a member or pan­
ncr, in the Ctl5C of an assooi11tiori, or by an cxec­
uclve officer or some pr.rson specifically 
authorized by !he corporation to i;ign the appll · 
cation, In the ~= of a corporatioll. 

(d) Except as provided in 
Subsections (f), (g) 1111d (h) bolow, lhe Tax 
CoflOCIOr, within 30 days after the application 
is complete, &hall fosuc without chatge a scpa­
ralc certificate of 1tUthority 10 the ope:ratur to 
collc.ct tl.Lird party ta/!1:11 from customers for 
each localion at which the operator is rCjjuired 
IO colle.:t suc:h taxn1. Baclt«rtlficatD akall st.nte 
!he location of ll1e place of business to which It 
applies and shall ~ promlnemly displayed al 
such locallon in pl11ln view of all customers. 
Certificates of authorlty may not be assigned or 
transferred. The operator sllell immc:dlatcly 
sumindcr to the Twc Collc:tof lhc: c,nificace for 
that location upon the operator's cessation of 
business at thar location or upon the se.Je or 
transfer of the bu~tness. 

(e) The holder of a cenificate of 
authority to collect patl:ing taxes under Article 
9 shall remain presumptlvcly liable for the col­
le.ctioo of pan:-ing taxes ut tlic locacioil named 
ln the cx:ttificole, and for the n:portlng and 
~mill.aDcic of such wet to the Tu,; Collc,cu,r, 
unless and untll !he holder of the certlflcate 
bo~ (i) notifies tile Tu Colloctor in writing 
that the holder !us oeascd to conduct a parking 
bust11eu at such location, and (ii) surrenders 
the certificate for Ihm location to the Tar­
CollcclDr. 

(!) The ThK Coll ector may r.ifu.•c 10 

i1·suc the cenificntc where, within the 3D-day 
period referred to in Subsection (d) above, the 
Tax Collector de!errnlnc:s th!II the operator, or 
illY tlgnatory 10 tho applicarlon, or any person 
holding a IO pcrcc:n1 or gtutllr lcgol or bencfi­
cli!.1 Interest !n said operator ("10% owner") Is 
not in compliance with any provision of 
Anlclos 6, 7, 9, 10, lDA, lUl:,i or 12-A:L 
So[ely for purposes of determining 11ndcr this 
Section whether any wcl1 operator, signatory or 
I 0% owner Is not in complianco with such 
Anlclc&, the Tax Collcctcr may disregard any 
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corporation or association owned or controlled, 
directly or indirectly, by any such op~ralor. sig­
-natory or 10% owner ltlld con1ider &u~ corpo­
ration or association's operations and llabllltles 
as conducted by or as owned by any one or 
more or suoli corporation or association's offi­
cers, directors, partners. members or owners. 
For purposes of this Section, (I) the term 
"ownt.d'" means own~n;hip of 50 percent or 
more of the outstnnding ownership inte,ests in 
such co'lXlration or ll5sociatlon, n11d (il) the 
Lenn "controlled" includes any lcind or control, 
whether di~ or lndlrcct, whcthc~ lcgn.l ly 
enforceable, and however exercisable or exer­
cised over such corporation or 11Ssocl ll!ion. A 
pre1umpdon of control a.rises if ihe opcmtor, 
signatory or 10% ow.nor is (or was) an omcer, 
direetor, partner or member of such corporation 
or associ111ion. 

(g) Punher, if any person subjec1 to 
this Section violates any provision of Article.I 
6, 7, 9, 10, lOA, 12...11:!! or 12-A:.L. or a rule 
or n:gule.tloo promulgated by the 'twt Coll~ctor, 
includiflg but not limited lo falling to maintain 
accu.rate rcg.istrelion .infonnRLion, failure lo 
sign an)• return or pay any tax wh:m due, failure 
to timely respond lo a11y request for informa­
tion, Ol'dcr for ra:ords or subpoena, or for any 
pcison i:ubject to Anicla 9 for failure to comply 
with the requirements of Article 49 of th-. 
Police Code, the Tax Collector may, after serv­
ing the person with written nocice of his or her 
detcnninaLion in tho manner provided in 
SccLlon 6.11-2 and an opportunity Lo be lieard 
pllllu11m to the notice and review pro-visions of 
Secllon< 6, 13-1 ct seq. , !1lvoke or suspcmd thnt 
person', certificate of 1u1hority. The Tax 
Collector may refuse to issue that person a new 
ccrtiflcate of authc.>riLy or to withdraw the sus­
pension of an exl,tlng certificate until the per­
son, slgnn1ory lo the npplicatlon for the certifi­
cate revoked or suspended, sigriutory to the 
14'Plication for a new ccniftcat.c o,: wllhdra.wal 
of the su.1pension, and a.JI 10% owners have 
complied with the provisions of Articles 6, 7, 9, 
10, IOA, 12-12.:,i or 12-A:L and corrected the 
original violation to the satisfaction of tho T11~ 
Collector. 

(h) Before any certi ficillc or uulhori\y 
sha.11 bi! issued to nny oppl icnnl to engage ln the 
bu;tnes; of rent ing parklng spac• i.n • parking 
st..1don in this City. such appl!can1 shall file 
with the Tu CollccLor a bond naming th• Citr 
ru; 1:xclusive bcnefiglary, al llll Limes the appli­
cant cngnses In such bu<lincss. For any par Ing 
staLion with annual gross receipts lc.1s than 
S 100,000, such bond shell be in the umount of 
$5,000. Por any parking station with annual 
gross rcccip1s of SI 00,000 c>r more, such bond 
shall be In the amount of S25,000. Such bond 
shall be c~ecuted by the applicant as prtnclpal, 
and by a corporation or auociation which is 
licen.led by the Insurance Commi~sioncr of this 

(Continued on next page) 
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Stale lO transact the business of fidelity and 
surety in,urance, as surety. The applicant shall 
keep Inc bond in full force and effect for !he 
duration of tt1e certificate of authority and all 
rcnowals thereof i&&ucd to &udi applicant. lf the 
bond provides that the term thereof shall be 
conlinuous unlil cancelled, tile applicnnt shall 
provide the Tax Collector with certification 
from 1hc surely of the renewal or continuation 
or lhe bond: (i) when applying ror renewal of 
an existing certificate of authority, (ii) when 
requesting the withdrawal of a iuspcnslon or an 
c1d5ling cenlf1ca1e or authority, or (iii) upon 
wri1u:n request of the Tax Collector. 

The bond shall contain conditions that 
require the applicant to comply fully with all 
lhc provision& of Buslm1iS and Ta,; Regulations 
Code concerning the collection of third-party 
tall.es from occupants of parking stalions and 
the remittance of such laxes to the Tax 
Col leclOr. The hond shall be payable to this 
City in the amount of all unpaid parking taxes 
on lllllOUnts of taXablc Jent$ collected by the 
applicE!ll, together with all adminlsttatlvc col­
l~tlon cosL1, inlerest, penalties. and other cosis 
imd clull'ges applicable thereto; provided, how· -
ev~r. that lhc aggreiale liability of the surety 
for any and all claims whith may arise under 
such bond shall in no event exceed the face 
lllllOUnt of sucti bond reg11nllus of the amoU11l 
dt11t aod owiug·to Ille City. The City may bririg 
an o:;tion upon the bond fer the recowry of eny 
unpaid parking tiite•, adrninislrlltive collection 
co~t,, interest, penfllties and other costs and 
chlllj!C:S at any time prior to the expiration of 
the period of limitations applicable 10 the col­
lection of such unpaid laxes by the Tax 
Collcclor. · 

SEC. 6.&-1. CITY, PUBLIC ENTITY 
AND CONSTITUTIONAL EXEMPTIONS, 
Nothing in Anicles 6, 7, 10, IOA, 11, 12...LZ:A 
or 12-A:Lshall be constroed as imposing a tax 
upon: 

(I) The City; 
(2) Toe State of California. or any 

counly, munlclpal corporation, district or other 
political sub-<livision of the State, e,c.cept whcre 
any constitutional or statutory immunity from 
taxation Is waived or is not applicable; 

(J) Toe United St.ates of America, or 
any of Its ugcncies or subdlvi!ions, except 
wh~re any constitutional or statutory immllnity 
from uuation is waived or Is not appllcoble; or 

(4) Any person exempted from the 
particular LBX by the Constllution or statutes of 
!he United States or the Constl1utlon or siatutcs 
of the State or California. 

SEC. 6.9-1. DETERMI.NATlONS, 
RETURNS AND PAYMEN:rs; DUE DATE 
OF TAXES. Ex.up! for Ji:ope.rdy detennina­
tlorrs under Section 6.12·2, and 1ubject 10 pre­
p•ymenls required under Section 6.9-2, all 
amounts of taxes e.nd fees Imposed by Artlclcs 
5, 7, 9, JO, 10A, 11...ll:.A and 12-A:l. arc due 
and payable, and sholl be delinquent if not paid 

38.CP165-NE04 

10 the Tax Collector on or before the following 
dates: 

(e) For th~ tramlen1 hotel occupancy 
tax (Article 7) nnd the par\Jng ~ oq:up1111-
cy Jex (Article 9), for each calend11t quar1Gr, on 
or before the lest day of the month following 
each respective quarterly period: 

(b) f'or the puyroll e~pense tax 
(Article ll-A) and Busiom Ta.t fAniclc /2·d· 
.ll. on or before the last day of February of each 
year; 

{cl For tb.c utility user~ tllXes (Article 
10) and the emergency response fu (Article 
I OA), for each monthly period, on or before Ille 
Inst day of the following month; and 

(d) For the stadium operator admis­
sion tax (Article 11 ), whhln five doys after the 
event, &ubjcd t.o the provisions of Anicle ! I, 
Section 804. 

SEC. 6.9-3. DETERMINATIONS, 
RETURNS AND PAYMENTS; PREPAY· 
MENTS. 

(a) PrepaymcnlS. Notwithstanding the 
due dates othcrwisci provided In Section 6.9-1, 
ta,c.payers shall make prcpeymenL~ of taxes and 
third party taxes ("LU prepayments") to the Tax. 
Collector as follows: 

(I) Hotel and Parking Taxes. The 
Hotel Tax "(Article 7) ond the PIIIXlng Tux 
(Article 9) shall be paid in· monthly lnslall­
meau. Such monthly ln&tallments shall be due 
and payable lo th~ Tux Collector on or before 
the 11151 day of the monlh imrncdlatcly follow­
Ing the month for which lhe prepayment is due. 
Taxc& paid in the fim two monthly installments 
of any qu=rly period shllll be ·a cn,dit nguinsl 
1h.e total liublllty s11eh 1t1ird pany taxes for the 
qu11ttorly period. Estimated tn,; pi:epe)'.lllCTI IS 
shall be ~m11uted based on the cstlmnled w. 
uccrued duri~g the month in queition, but In no 
inSIJlnce shall a pn:paymcnt bo equal to a sum 
less th1111 30 percent of lhe lBx collected in the 
Immediately preceding qunrtcrly pcfiod. If the 
taxpayer can esl!lblish by clear nnd convincing 
tvidence Iha! thi:. arnounl of any pn:paymcnt 
will e-cced the tel.al !!ill liobllity for the: quar­
torly p,:rlod for whioh Iha w• propuyment 
becomes due, the Tu Collector may, In wriring, 
adjust I.he l!mounr of the uu prepayment. The 
thlrd monthly installmenl er IUl)' glW'l.erly pat. 
ad shall be i-n an &mounl cqunl 10 ~ ra1at t;u 
liability for 1bc qu1111erly perlod, lc~s the 
nmounl of MY true prcp11ymenls actually pllid. 

(2) Payroll lhpcmse Tax rwl 
8/lSiucss Tar. The Payroll Expense Tu (·Artie.le 
12,A) and Business Tax /Artie/ct JU,-ll shall 
be paid in biannual or quanerty ins!llllmcnt& as 
follow,: 

(A) Small Firm Prepayments. Hvery 
pc:rson liable for payment of a total Payroll 
~pemc Tax in oxccss of $2,500 ll.l....a...1JI 
Bu.siaeu Tax Ir, ,;rc.:s,, 0('500 but lc~s lhan .a 
combFau total of s~o.ooo ror both such ram 
for llllY tu year shall pay such ta~a. for the fol­
lowing lax year i~ l'Ml installments. Tho fi~l ' 
installment shall be due 11Dd payable, and Gball 

be dalinquent if not paid on or before, Augusl 
I st. The firsi Installment &hall be a ciedit 
against the pc:rson's total liabillr:t 1//Jikc cb, 
Payroll Expense Tax and Business TtU for the 
laJI year in which the first instnllmenl Is due. 
The first installmenl shall be in an arnounl 
equal ta onc-h~f ( lf2) of the person's esrimat, 
ed ro1al l/abi/jry undec rh,; Pnyroll Expense Il.I 
al!.d Businas Tax fm such ta~ y~ Toe esti­
mated liability for a /ar year shall be compu1cd 
by u1ing iilMl.% of the pcoon'.s /J2laJ. ta~ablc 
payroll expense (a8 delined In Section 9<l,!,;I 
~ of Atticle 12-A) and ta;rabk grou 
rmim,r w 4"'!ae4 la Sta1{oa 952 ~ ofilrlidc 
LZ:.ddJ. for the preceding tax year, and the "'1r.! 
rwpondJr,g rnle{ of 1ax applicable 10 the tax 
year in which 1he first installment i5 due. The 
=ond inmlllmen1 shall be reported and paid 
on or before t~ lost day of Pcbnuiry of the foJ­
lowlng year. The sooom:I installment shall be In 
an amot1nt equal to the person's CIU1lfziM,d total 
/iabUity under rhe Payroll fapense Tn aad. 
D!Ltinesr 7!u: for the subject tax year, less the 
amount of the first installment and other tax 
prcpaymcots foe suc:h IU yw, lf any, ~ctually 
paid. Th, arlrrwted llabiliry (qr the 2005 rar 
year shall Ix computed, bv wing 102% of the 
PWaa ',r lllilJble payroll mm" for the 2001 
~-IWi' the rw;rnn ';r «tlma1ed ra.mlil£: 
e:rou ro:clpu £or the WQ~ rar..wu; 

· (Bl Large Finn Prepayments. !:.very 
person liable for payment or a '12l!!P.iiw/. •otal 
Payroll Expcm9e Tax and 811.siacv To,r in 
~xeess of SS0,000 for any Ullt year shall pay 
such UiX for the following 1ax year In four quar­
r.erly installmems. The first, second uid lhird 
quarterly installments shall be-due and pay:i.blc, 
and shall be delinquent if not peld on or before, 
May I st, Aug!J!ll lsL and November l st, respec­
tively. The first. second en<! third q1111.ncrly 
lnstBIJmcnts shall be II credit against the pcr­
oon's 10141 Ila/Ji/IQ' under rhe Puyroll E;,;pense 
Tax al\d Bu,rinr:st Tar for Ilic ta.~ year in whlc/1 
such first. second and <hird qunrtedy install­
ments arc duo. Such quarterly lnst.al lmc11ts each 
shall be ln an mount equal to onc-luarrcr (114) 
of the person's e1tlmi!cd rota! (ja i/lzy undqr 
!lu. Payroll E~pcnse Toi\ and Burlnr.u Tar lttr 
~ for , uch t.nx year, The estimated li ability 
for such w year shall be compuled by IL~ ing 
#WT. JJ)l!Jjz of lhc per.on '5 IJlJJJl. la)(nblc pay­
roll e,c.penr;e (o,s defined Jn Section 902.1 of 
Article 12-A) and tacahk rnn:s n:caim; Cw 
drl/ncd (a swloa 952,~J ofArtlck l:l·d·/l for 
the p~cding UIX yeer, und the: rn1c:_ of lax 
applicable 10 lhc tax yur in wnich the llrst, sec­
ond nnd third qu.am,r!y installments are due. 
The fourth installment shall bee reported ~nd 
paid on or bcfO!c I.he last day of Febn.rnry of lhc 
following year. The founh quwterly insuillmenr 
shall be in an 11111ount equal to the person's tolal 
combined liabllltv Ulld(C r/re Payroll Expen~ 
Tux ~ for the subject 

-
(Continued on next page) 
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LEGAL TEXT OF PROPOSITION K (CONTINUED) 

1ax year, less the amount ofUtc firat. second and 
lhird qUlllterly inlitllllmcnts and other laJI prc­
paymenu, Ir any, actually paid. Tht ~Umattd 
1/abilfzy for the 2005 tar ywc mall be comput­
ed by usinv IQ2'ib qftbc gmaa '1 (Qrabl• OOY· 
a/If c:,rpcnsc for the 2QQ4 uu vwr:. plus the per­
sea's cstimarcd 1axgbk ew.r.r rwfpcs for iii< 
2005 ra.r yea,; 

(b) Tax Prepayment Pcnal1ies. fl.very 
person who fails to pay any tax prepayment 
rcqui~ under this Section before the relevant 
delinquency date shnll pay a penalty In the 
amount of live percent (5%i of the amount of 
lhe delinquent tax prepayment per monlh, fir 
fraclion thereof, up to twenty percent (20%) In 
the ilggn:gntc, ond shall also pay in1en:st on thn 
amount of lhe delinquent tax prepayment from 
the dare of delinquency Bl the rate of one pciunt 
(I%} per month, or fraction thereof, for each 
month the pn:paymeot is delinquen~ until paid. 

(c) Holol and Parking Tues. Upon 
cotnt!\CIICing business, an opentor subject lo 
the Hotel Tax (Anlclc 7) or the Pari<lng Tax 
(Article 9) shall nave the option of maki11g pre­
payments in lhe BmO\int of lhe 21Ctl.UI.I till! owed 
01· making an cstimntc oC 1h11 propaymont for 
the month bssed on lhe estimated ·(all accrued 
during the month in qucr.tion. Once·the operas 
tor has selected llI1 optjon, !he operate( must 
continue to foll,;yw that procedure unles, prior 
writrcn poonission lo use the alternative proce­
dure has been obtained from the Tax Collector. 

In no instance shall 1111 c:stimau:d pre· 
payment of hotel or pariung taxes be less than 
30 percent of such La.:( collcaed in the imrncdi­
aiely preceding quarterly period. If &11ch esti­
mated pn,paymcnl is less than 30 percent of the 
tax collected in sucl\ preceding qu1111crly peri­
od, the operator shall be subject to penalties 
and Interest for the deficiency pursuant lo 
Section 6. 17-1. If a prepaymenl based on scCU· 
al LU owed is lei.s thll!l 90 percent of lhe ectu­
al llabUlty for the month, the operator Ahal! he 
subject to penalties and Interest for the defi­
ciency pur.iuont to Sc,ction 6.17-1. 

(dJ fonns and AdJuslmcms. Tu pre· 
payments required under this Section shall be 
accompanied by a 1111, prepayment form pre­
pared by the Tax Co1lector, but failure of tile 
True ColleclDr to rumlsh the taxpayer with a l8J( 

prepayment fonn shall not relieve the taxpayer 
from o.ny ta~ prepayment obligation. The Tiu 
Collector may, In wriling, adjust the amounl of 
a tax prepayment ir the w-payer can c:siabl!sh 
by clw nnd convincing cvldc11co that Lhc firsl 
installment of biaooual IBll prepayments, or 
first, '<:cond or thirtl monthly installment of a 
quanerly tall prepayment. will amounl to morc: 
than one hnlf or one quancr, rospcctively, of the 
person's tolal tiu liability for the lax yc11t in 
which the in:.tallmcnl is due. 

SEC. 6.9-S. DETERMJNATIONS, 
RETURNS AND PAYMENTS; CREDITS 
AND EXE!MPTIONS. The credits and exemp­
\lon& &et forth In Articles 7, 9, IO, IOA, l l, 12, 
J.2:,! and 12-A:l o..re provided on the ns,ump-

166 38-CP166-NE04 

lion that the City has the power lO offer such 
credits and exemptions. "If a credit ot exemption 
is invlllldau:d by a court of compclenl jurisdic­
tion, the taxpayer must pay any additional 
amount that the taxpayer would have owed but 
for such invalid credi l or exemption. Amounts 
owed as ft result of the lnvnlld.atlon of a credll 
or e~emption lhat a.re paid wilhin_ three ;years 
after the decision of the coun becomes finol 
shall not be subject to interest or penalties. 

SEC. 6.21·1. TRANSFEREE AND 
SUCC!lSSOR LIADIL!TY. (a) The llablltty at 
law or in equity of a successor, transferee or 
alter ego of any taxpayer or olher pe(SOn de1er­
mlncd lo ~ liable for any tair., intem:;l, cost or 
P"nalty subject to this Article, imposed upon a 
taxpayer shall be determined, collected am.I 
paid in the 1>ame man11Cr and subject lo the 
same provisions and !Imitations as in the ca~c 
or a deficiency determinatilln pursuat1t to 
Sections 6.12-1 et ~. Bild 6.13-1 ct seq. 
Nothing in chis subsutioo shall be construed to 
limit the rights or procedures availnble 10 the 
T11.11 Collec1or to collect from &11y suwissor, 
lransferee or alter ego, al law or in r.quity, as 
mly bo provided by stalutory or decision.al law. 

(b) No persm1 shall purchalle or 
acquire M interest in a business s11bjcc1 lo any 
ta:dmposc:d under Aniclcs 7, 9..lh1 or 12-A:. 
L wilhD!tt fir&t obtaining either a rc;ceip1 from 
thn Tax Collector showing Iha! all of I.he seller's 
1.6.Xes on the business have been paid, or II cer-
1ifict1tc staling that no amount IJ due. For pur­
poses of lhis Section, "purchase" shall include 
any Olher voluntary transfer for co11sidcr11tion 
of o busini:ss, except for pu~hll.Se of stock of a 
publicly-traded company. 

(c} The Tux Collcclor shall is6ue 
such a receipt or certificate, or a notice or the 
amount that must be paid as a condition of issu­
ing lhe ccniflc:ntc, to the ooyer within 30 d~ys 
nfter receivinc a written request. However, fall-
11re of the Tux Coll«tor to timely mail !he 
notice will not release the buyer from his or her 
obligations under this Section, except to lhe 
ettent of penalties and interest in lhe event lhal 
the Ta( Collector enforces the buyer's obliga­
tion In a civil action authorized pun.uanl to the 
Business and Ta~ Regulations Code. 

(d) If the buyer purcha&es or acquires 
an interest in a business owing 1111y taxes, inter­
c,st or penollies imposed under Articles 7, 9...ll.: 
,! or l 2-A:.L. the buyer shall withhold from the 
purchase price ond pay 10 the Tax Collector 11 

sufflclcnt amount to satisfy said 1ucs, interest 
and penalties. 

(e) If the buyer purchases or ocquires 
Ill\ inll:n:&l In B business In violotion or this 
Section, the boyer shall become personally 
liable for lhe amoun1 of taxes, interest and 
penalties owed on the business. 

(0 The buyer's obligations shall 
accrue at the time the business is purchased or 
the lntcresl QCqulred, or at the Lime the Tax 
Collector determines ~ seller's final liability, 
whichever Is Inter. 
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DEPARTMENT OF ELECTIONS 
City and County of San Francisco 

www.sfgov.org/elections 

-

JOHN ARNTZ 
DirecJor 

NOTE: This version of the Voter Information Pamphlet includes information about all contests 
for local offices throughout the City and County of San Francisco. Not all voters are eligible to 
vote on all contests. Your sample ballot includes the contests for which you are eligible to vote. 
For more infonnation, see your sample ballot, which can be accessed, along with the address of 
your ·po11ing place, at the following address: 

http:// g ispubweb .sfgov.orglwebsite/pollingplace/ 

Also, because this version of_the pamphlet is a compilation of the various versions of the print­
ed pamphlets distributed throughout San Francisco, some page numbers are duplicated; the 
pages are· also arranged in a different order from the printed version. For these reasons, we are 
unable to provide a Table of Contents. To find specific infonnation, please refer to the book­
marks on the left side of this file. 

Voice (415) 5.54-4375 
Fax (415) 554-7344 

l Dr, Carllon B. Goodlcn Place, Room 48 Vote-by-Mail Fu (415) SS4-43TZ 
SIIJI Francisco CA. 94102-4634 TIY (41S) 554-4386 
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DEPARTMENT OF ELECTIONS 
City and County or San Francisco 

www .sfgov.org/elections 

JOHN ARNTZ 
Director 

2 

September S, 2008 

Dear San Francisco Voter. 

SB11 Francisco held Its fi~1 Pn:sidcn1ial £1ec1ion in 1852, and llS lhe piciure on 1he cover illustrates , much has changed in 1hc 
City since Iha! cl~tion. As the City ba~ evclvcd, so nave lha ma1Crials in this \/01er lnforma1lon PDJT1phlet-onc of the nation's 
lnrgest voter guides-and the m:iterials available on the Depnrtment of Elcc:tlons website, Witti so much infonnation availablt, 
I hope you use this guide and our website as )IOII consider how your vote could affect the City in the comins years . 

BALLOT SIMPLIFICATION COMMlTI'EE 
To a.,sist with your decision-making on the loclll ballot measures, this pamphlet provides a summary of each local mea.urc, 
called a "Digest." 'The Dlgcsu are en fled by the five San Francisco residents who make up the Ballot Slmplification Cornmit1ce 
and who have expcric:ncc in the fields of education and communication, Their challenge is to tnmsfonn the legal 1ext of each 
local measure into clear, voter-friendly language. The Committee holds meetings which allow for public comment before the 
Committee makes Its final decisions, 

In the past year, San Francisco has conducted five elections, four of which included local rnc:11.~un:s. Fo-r this election alone, the 
Committee dniftcd digests for 22 measu~s. The Committee members deserve 5pecial acknowlct!gemcnl for their tr~menc!ous 
cffon and good work. 

OUR WEBSITE 
As yoo prtpare to decide tile City's future, eonsldcr visiting tho Department of Elections website, which I consioor one of the 
most Informative elections websites in California. Same or the resource! the si1e offeTI are: 

' 
VOTEll RiGISTllATION LooKUP: This new service allows people to check their voccr ~gisoation status and provides infor-

1lllllH>n about how to r.:gister or "'·rcglsu.r to vote . 
VoTE-8Y·MAIL B.w..ar STATIJS LooKt.T. This aervice began recently and allow& voters to check both the date the 

Department mailed their ballot and whether lheir vo!Cd bllllot has been received by the Department. 
l'DLUNG PLAa: LooKUJ': Allows VO(Clli to locate their polling pla.ca, provides a map, and, if polling si!Cs are inaccessible 

to people with disabilities, provides the nearest accessible polling places within one-quarter mlle. 
ONLINE REclSTllA.TION Fo1m: AUows people ro complete an online registration form , lhcn print and sign the form before 

mailing 11 to the Dcpanment. 
PIIOVISIONAL BALLOT STATUS LooKUP: Allows voters who voted provisionally to derermine Whether their ballots were 

counlcd. 
RANKED-CHOICE VOTING INFOlll\41'1lON: Voters in 7 of San Francisco's 11 Supervisorial district, will vole for their cnndi­

dotcs for the Board of Supervisors using the ranked-<:hoice voting method. Our website Includes information on 
rank.cd-<:hoice voting, Including an interactive dcmonstr.ition and an e~ptanation of how to correctly mark bnllo1 cards 
with ranked-choice con1cm. 

VOTING 
Plca.se no1c that the busiest limes a1 the polling places are when the polls open at 7 nm., then at midday, and after 5 p.m. Before 
Election Day, however, you Cijn vo<e by mail or Vole al City H1.JI. 

EARLY VOTING AT CITY HALL! Beginning 0¢tober 6 , ~ ~kdoys (except holidays} from S a.m. un1lt 5 p.tn., curly voting ls 
avuilable in Chy Hall to all registered voters. On Ele1: t.lon Day, Clty Hall i1 opeo for voting from 7 a .m. un til 8 p.m, 

WEEKEND VO'TING /IT Ctn HALL: Early voting Is available ln City Hall duslng 1he three wei! kends before the election from 
10 a.m. until 4 p.rn.: October 18-19, October 25-26, and November 1-2. For weekend voling, plee..se enter Chy 
Hall at the Grove Street cnlrancc. 

TO CONTACT US 
lf yQ u hilve questjons or nc.cd mon: information on mny issue rel ated to the election, ple= contact the Department at 554-4375. 
554-4367 (_Chlncc~). or .554-4366 (Spanish), or vl,it our wcbslle , www.sfgov.org/eleclioru. 

Respectfully, 
John Ama.., Director 

Voice (415) 554-4375 
Fax (41.5) 5.54-7344 

3S.CP2-EN-ND8 

1 Dr. Carlton B. Goodlett Place, Room 48 
San Francisco CA 941024634 
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Purpose of the Voter Information Pamphlet 

The purpose of this pamphlet Is to provide voters with Information about candidates and ballot measures before 
each election. In addition to the sample ballot, this pamphlet Includes: candidates' statements of their quallflca· 
tlons for local office; information about the duties and compensation of the elective offices sought by those 
candidates; an Impartial summary of each local ballot measure prepared by the City's Ballot Simpfificatlon 
Committee; a financial analysis of each local ballot measure prepared by the City's Controller; an explanation 
of how each local ballot measure qual\fled for the ballot; arguments supporting and opposing local ballot mea· 
sures, and the legal text of each local ballot measure. The California Secretary o1 State also produces an Official 
Voter Information Gulde that covers statewide ballot measures. 

You may bring this pamphlet with you to your polling place. In addition, every precinct is supplied with a copy 
of the Voter Information Pamphlet. Please ask a pollworker if you would like to use it. 

The Department of Elections provides the Voter Information Pamphlets to the Post Office for delivery to indi­
vidual voters. If you do not receive your pamphlet by October 20, 2008, please contact your local Post Office 
and the Department of Elections. 

This pamphlet is also available in Chinese and Spanish. 

!!:;fi:¥lffil=it1Jl"cll& I ~J:!l~ffil.pJtJI& ,. iH!f'I: (415) 554-4367 ° 

Esta foileto tamblan esta dlsponible en espanol. Para sollcitar una copia, par favor llame al 415-554-4366. 

The Ballot Simplification Committee 
The Ballot Simplification Committee prepares an impartial summary of each local ballot measure. This sum­
mary, or MDigest", is written In simple language and Includes a brief explanation of 'The Way it is Now.ft what 
each proposal would do, what a "Yes• vote means, .and what a "No" vote means. In addition, the Committee 
writes or reviews other Information in this pamphlet, including the glossary of "Words You Need to Know" and 
the Frequently Asked Questions (FAQs). The Committee members have backgrounds In Journalism, education 
and written communication, and they volunteer their time to prepare these Informational materials for voters. 
The Committee members are: 

Betty Packard, Chair 
Nominated by the Northern Callfornfa 
Broadcasters Association 

Dana Chisnall 
Nominated by the Northern California 
Media Worl<ers Guild 

June Fraps 
Nominated by the National Academy of 
Television Arts and Sciences 

Ann Jorgensen 
Nominated by the San Francisco 
Unified School District 

36,CP3·EN-N08 

Adele Fasick 
Nominated by the League of Women Voters 

Moille Lee, ex officio 
Deputy City Attorney 

Andrew Shen, ex officio 
Deputy City Attorney 
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Accessible Voting and Services for Voters With Disabilities 

Voting by Mail before Election Day - Vote-by-mail voters are mailed an official ballot prior to 
the upcoming election, which allows them to vote privately and at their convenience. Any 
registered voter may request to vote by mall In any election. A Vote-by-Mall Application can be 
found on the back cover of this pamphlet. For more Information, see page 7. 

Ear1y Voting in City Hall - During the 29 days prior to an election, any voter may vote at the 
Department of Elections on the ground floor of Clty Hall. City Hall is fully accessible from any 
of [ts four entrances. The polling station at City Hall is equipped w!th all of the assistance tools 
provided at polling places on Election Day. For more Information, see page 7. 

Access to the Voter lnfonnation Pamphlet..,. In collaboration with the Department of Sections, 
San Francisco Ubrary for the Blind and Print Disabled, at 100 Larkin Street, distributes audlocas­
sette versions of the Voter Information Pamphlet and the state Official Voter Information Guide. 
To request a copy call Martin Magid <;1t 415-557-4253. 

The Department of Elections also offers the Voter lnfom,atlon Pamphlet in audiocassette, audio 
CD and large-print formats, and the state Official Voter lnfon'na.tion Guide in audlocassette and 
large-print formats. 

To request either guide In alternative format, please call 415-554-4375. You may also access a 
PDF or text-onty version of the Voter Information Pamphlet online on the Department of Electlons 
website: www.sfgov. orgle/ections 

Accessible Voting Machine - Voters with, but not limited to, sight and mobility Impairments 
have the option to use an accessible voting machine. This machine is designed to assist voters 
with specific needs to vote independently and privately; It is available at every polling place on 
Electlon Day. For instruction on its use, see page 18. 

Other Forms of Assistance at the Polling Place: 

Personal Assistance - A voter may bring up to two people, including pallworkers, into the 
voting booth for assistance In marking his or her ballot. 

Curbside Voting - If a voter is unable to enter a polling place, pollworkers can be asked to 
bring the necessary voting materials to the voter outside the polling place. 

Reading Tools - Every polling place is provided with large-print instructions on how to mark a 
ballot and special optical sheets to magnify the print on the ballot. 

Seated Voting- Every polling place has at least one voting booth that allows voters to vote 
while seated. 

Voting Tools - Every polllng place has two easy-grip pens for signing the roster and marking 
the ballot. 

TIY {Teletypewriter Device) - The Department of Elections can be reached via TIY by calling 
415-554-4386. 

4 

If your polling place is not functionally accessible, you may call 415-554-4551 prior to 
Election Day to find out the location of the nearest accessible polling place within your dis­
trict. For accessible polling place information on Election Day, or further Information on ac­
cessibility for the upcoming election, please contact the Department of Elections at 4 i 5-554-
4375. 
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Multilingual Voter Services: 
Voter Assistance in Chinese and Spanish 

:$.ll~!~il~Di~: 
il~~~'°~Ifi~~a!a tiWJ 

Servicios Multillngiles para los Electores: 
Asistencia para los Electores en Chino y Espanol 

In compliance with federal law and local ordinance, the Department of Elections provides services to voters and 
official election materials In Chinese and Spanish, In addition to English. Multilingual voter services include: 

• Translated election materials: ballots, voter registration forms, voter notices, vo1e·by•mall ballot 
applications and instructions, and Voter Information Pamphlets. 

Telephone assistance in Chinese and Spanish, available Monday through Friday, 8 a.m. to 5 p.m. and from 
7 a.m. to 8 p.m. on Election Day. 

• Telephone Assistance In Chinese: 415-554-4367 

• Telephone Assistance in Spanish: 415-554-4366 

• lnstructlonal signs In English, Chinese and Spanish at all polling places on Electlan Day. 

• Chinese and Spanish bilingual pollworker assistance at designated polling places an Election Day. 

• Voter Information In Chinese and Spanish on our website: www.sfgov.org/elections 

f/,!!§1116~~ffl~n>ti" • iBH•t1#tilU~~:itJJUl~1' 
1:ii.iilll!f f~ • cflXJliK!Y.15 : 

· 8Dil~iJUilftfl • it.P@Wi : ilM ' lJU~ft!c'ft , 
m•m~-~~~-~Pa~m~~&~~~fl~ 
f!II • 

~£M-~IJIJl.n..l:~8~~"fq:.511UiilfflB..l:7R! 
~ll!..1:8 ~tl#ttr.J'fl:itti~fil.111J : 415-554-4367 • 

Jitill• B 1£ le 11lrtJ!Uo1!1Jt~ :IZ:a-:.J~l\•'HI~ • nt~• Bttllf:lEa919:~gsm11tit:1Jtaa~mWJ • 

ttll5JIW:W~(www.sfgov.org/alections) tl#t~)t~ 
!l;t~ 0 

tlJ x11ag •m•Jt.!¥-111 

J!7?.€:itK&~~:iU4:JaflllZ~~ , ~ff.lli!tlf(tttp:2:/!Bi~iB 
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Conforme B la ley federal y el reglamento munlclpal, el 
Departamento de Elecciones propordona matertales electo­
rales y asistencla a los electores en espat\ol. Servicios para 
los elactares eo espelial lncluyen: 

• Materlales electorales traducldos lncluyando: la boleta 
electoral, el formularlo de lnscripc16n para votar, avlsos 
a los electares, solicitudes e lnstrucclon11s para votar por 
correo y el Follelo de l11formeci6n para los Electores. 

• Aslstencla telef6nlca en espanol dlspanible de lunes a 
vlernes de B a.m. a 5 p.m. y en el Dia de las Elecciones 
de 7 a.m. a B p.m. llamando al 41S.554-4366, 

• R6tulos con lnstrucclom,s en espanol en los lugares de 
votaci6n el Ola de les Elecciones. 

• Trabajadores eh,ctorales bllingues en los lugares de 
votaci6n designedos el Dia de las Elecclones. 

• ln1orrnaci6n electoral en nuestro sitio web an espai\ol: 
www.s(gov.o,vlelections 

El Folleta de l11lormaclo11 para los Electores en espaliol 

Adames del Folleta de l11formaci6n para los Electores en 
Ingles, al Departameot.o de Eleccionas provee un Folleto de 
lnlormac16n para las Elecloree en espal\ol a las electates 
que lo solk:iten. Si desea reclbir un Folleto de lnformaci6n 
para los Eleciores en espanol, por lavor IJE1me al 
415-65-4-4366. 
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San Francisco's Supervisorlal Districts 

San Francisco Is divided Into eleven Supervlsorial districts. For the November 4, 2008 election, San Francisco 
voters who live In Districts 1, 3, 4, 5, 7, 9 and 11 will elect their member of the Board ol Supervisors. To !ind 
out which district you live In, please refer to the map below or the box at the top right of this pamphlet's back 
cover. 

2 

/ 

. . :.·, 

District 1 covers most of the Richmond neighborhood. 

6 

. ··,,. · n. : . ~ / 
· , .,, 

.. :)· . \ 

6 

10 

District 2 includes the Presidio, Cow Hollow, Marina and Pacific Heights neighborhoods, as well as part of 
the Richmond neighborhood. 

District 3 Includes Chinatown, Nob HIii, Russian HIii, Telegraph HIii and the northern Embarcadero waterfront. 

District 4 covers most ol the Sunset neighborhood. 

District 5 includes the Haight-Ashbury, Panhandle and Western Addition neighborhoods. 

District 6 Includes the Civic Center and South of Market neighborhoods and Treasure Island. 

District 7 includes Par!< Merced and Twin Peaks. 

District B includes the Castro, Noe Valley, Glen Park and Upper Market neighborhoods. 

District 9 Includes the Mission and Bernal Heights neighborhoods and part of the Portola neighborhood. 

District 10 Includes the Bayview, Hunter's Point and Potrero Hill neighborhoods and part of the Portola 
neighborhood. 

Dlstrict 11 Includes the Ingleside, Excelsior, Ocean View and Merced Heights neighborhoods. 
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Early Voting in Person or by Mail 

(Absentee Voting) 

Any voter may request a vo•by•mall ballot (abaentee ballot). You can request that a ballot be mailed to you, or 
you can come to the Department of Elections and vote In person starting on October 6, 200B. 

VOTING IN PERSON 
You can vote on or before Election Day at City Hall, t Dr. Carlton B. Goodlett Place, Room 48. 
Office hours for early voting are as follows: 

• B a.m. to 5 p.m., Monday through Friday (axcep1 holidays), October 6-NDYemt>er 3; 
• 10 a.m. to 4 p.m., Saturday and Sunday, October 18-19, October 25-26 and November 1--2 (enter on Grove 

Street); 
• 7 a.m. to 8 p.m. an Election oay, Tuasday, November 4, 2008. 

~QTING BY MAIL FOR THIS ELECTION ONLY 
To request a ballot by mall, complete the application on the back cover ol thla pamphlet, and mall it to the Department ol 
Elections. You may also request a ballol by sanding a written request or postcard to the Department of Elections. Remember to 
Include your home addre68, the adclresa to which you went the ballot malled, your blrthdate, name and signature. Your algnalura 
must be Included I Mall your request to the address on the front cover of this pamphlet, or fax It to 415-554-4372. Your request must 
be received by the Department ol Electlons before 5 p.m. on October 28, 2008. (By law, the Departmr1nt of Elections cannot accept 
requests for mailed ballots received after 5 p.m. on October 28, 2008, regard/ass of when these roquests were postmarked/) Once wo 
process your request, a ballot will be sent to you. 

When you receive your ballot, please rsad the Instructions carefully. You can mark your ballot using an pencil (r~ommended) or a 
black pen. II you uso another type of msr1clng device, the vote-counting machines may not record your votes properly. (Do not use a 
1elt-Up pen because lhesa can bleed through 10 the reverse slde of the ballot card.) You can mall your ballot back to the Deportment 
of Elecllons-free-of-charge-by Inserting your ballot into the envelope provided, signing and sealing the envelope, and dropping it in 
any mailbox-no stamp Is required. You can also drop off your voted ballot al any San Francisco polling place on Election Day, 
Tuesday, November 4, 2008. The Department of EleQtions MUST receive your ballot by a p.m. on Tuesday, November 4, 2008. 

if your ballot is damaged or you make a mistake, check the 'Spoiled Ballot" box on the back of the return envelope and return It to lhe 
Department of Eleo1ions, no later than 5 p.m. on October 28, 2008, to be malled a new one. You may also surrender the s!)Ollad ballot 
at your polling place or at the Oepanment ot Elections In Clty Hall, Room 48, to obtain a new ballot. 

VOTING BY MAIL FOR ALL ELECTIONS 
Any voter may request to be II penn11nent vote-by-mall voter (permanent absentee voter), 

Once you become a permanent vote-by-mall voter, we will man you a ballot automatlcally for every election unl\l you move, re-register, 
or do not vote In two consecuth1e statewide general elections. 

It you do not vote In two com1eout1ve sta1ewlde general eledlons, you will no longer be a permanent vote-by-mall voter. Howevor, you 
wilt remain on the voter roll unless the Department ol Elections has beon lnlormed that you no longer live at the address at which you 
are registered. To regain your permanent vote-by-mall status, you wm need to re-apply Bs described below. 

To became a permanent. vote-by-mail voter, complete the Vote-by-Mell Applicatlon on the back oover and return It to the Department o! 
Elections, or call loc an appllcatlon at 415·5S4-4375. Be sure to check th11 box that says, "P11rmanant Vote-by-Mall Voter" and 5lgn 
your name when, Indicated. 

IMPORTANT NOTICE TO PERMANENT VOTE-BY-MAIL VOTERS 

tr you have already registered as a permanent vote-by-mall voter, your ballot will be mailed on or abou1 October 6. 
To find out if you are registered as a permanent vote-by-mall voter, please use the Voter Registration Status Lookup 
tool on the Department or Elections website, www.sfgov.orplelections, or call the Department of Elections at 
415-554·4411. H you have not received your ballot by October 20, please call 415-554-4375. 

TcACk and Confirm Receipt of Your Vote-by-Mau Ballot 
Voto-by-mall voters oan track end confirm when their voled ballot W8$ received by the Department ol Elections. Ta determine \he 
recaipt status of your ballot, visit our website at www.sf()Ov.o,we/ecNons or call the Department o1 Elections at 415-554-4411. 
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NOTE: 

--
Always Check the Location 

of Your Polling Place 
Each election an average of 13% of San Francisco's 

polling places change due to cancellations. 

Check the back cover of this pamphlet: 

Back cover 

a~~ .-A. ~I ~-:.~ 
....,.. _ __._ .... ~ 
~~- 1.:-::=J ~ . 

l ;.•.;;.:..:.·._. ... _ e:t-:. __ _ 
:=,-..::::. ___ t 

·--J··- ----·-- . ==:.:..ao:.,__ :..----=--- : 

Your polling piece address Is located on 
the upper left-hand side o1 the back cover 
of this pamphlet, Please make a note of H. 
Even if you request a vote-by-mall ballot, 
you may stlll wish to turn In your ballot at 
your polllng place on Election Day. 

Check whether your 
polling place Is accessl­
ble for people with dis­
abilities. 

e 

g Place Address Is: g Access: 

Eurolca Valley Playground 
100 Collingwood Street 
Between Stevens and Broadway 
PRECINCT 3623 

Your preclnct number 

Are 1ha en11"(1Yay and the voUng area accessible? 

5,1%Slope 

A physical desorlpllon of your polling place 
entryway, such as slope, ramped access or 

height clearance. 

Your polling place address is also available at the Department of Elections website: 
www. sf gov. org/elections 

If your polling plaee is not functionally accessible, you may call 415-554-4551 prior 
to Election Day to find the nearest accessible potting place within your district. 
For accessible polling place information on Election Day, call 415-554-4375. 
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Late Polling Place Changes 

If a polllng place becomes unavailable after the Voter Information Pamphlet 
ls malled, the Department of Elections notffles affected voters with: 

~ 
VOTING .t.DORESS 

~ 
~ 

Change of Polling Place Cards 
The Department of Elections sends change notification postcards to all 
registered voters within the precinct to Inform them of the new location. 

Change of Polling Place Signs 
For those voters who are unaware that their polling place has changed, the 
Department of Elections posts "Change of Polling Place" signs at the 
address of the old locaUon on Election Day. Voters can tear off a sheet of 
paper with the address and cross-streets of their new polling place from a 
pad attached to the "Change ol Polling Place" sign. 

Some Precincts Do Not Have a Polling Place 

Voling precincts with fewer than 250 registered voters 
may be designated "Mall Ballot Precincts". An official 
ballot and postage-paid return envelope will be malled 
automatically to all voters in those precincts approxi­
mately four weeks before every election, 

For those voters who woul_d prefer to drop olf their 
official mall ballot at a polling place, the addresses of 
the two polling places nearest to their preclnc1 are 
provided with the ballot. 
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Visit our website 
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Voter Registration Status Lookup tool 
• Voting by mall 

Voting at th& polls on Electlon Day 
Ranked-choice voting 

• Palling Place and Sample ~allot Lookup tool 
• Access for voters with disabllltles 

( MULTILINGUAL VOTER.SERVICES 

• List of services available In English, Chinese 
and Spanish 
Bilingual voter registration forms and 
vote-by-mall ballot applicatlons 

• Voter Information Pamphlets In Chinese and 
Spanish 

• Contf:lct numbers for Chinese and Spanish 
telephone assistance 

( UPCOMING ELECTIONS · 

• Election calendar 
Official list al local ballot measures 

• Qualifled candidate lists 
• Voter Information Pamphlet 

( HOW TO GET INVOLVED , · 

• Become a pollworker on 8eccion Day 
High school student pollworker program 
Provide your property as a polling place 

• Voter educatio~ programs 

(, ~NNOUNGEMENTS 

• Press releases and memoranda 
• Ernploymen1 opportunities 
• Local election results 

( ·El.:EO'llONS ARCHIVE 

• Historical Vo1er lnlonnation Pamphlets going 
back ta 19071 
Election results dating back to 1995 

• Hlslor1cal voter turnout record6 

-~ 

Your first source for election information Is www.sfgov.org/el~ctions 
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Important Election Dates 

~ First day of early voting at City Hall (see page 7): 

>, Deadline to register lo vote (see page 12): 

~ Deadline to notify Department of E18ctlons of address change 
(see page 12): 

~ First weekend of early voting at City Hall (see page 7): 

_. Deadline tor Department of Election, to receive request for a 
vote-by-mall ballot (sse page 7): 

_. Deadline far new residents or new citizens to register and vote 
(se& page 12): 

• Last weekend of Nrly voting at City Hall (see page 7): 

• Election Day: 

October 6 

October 20 

October 20 

Oc::tober 18-19 

October 28, 5 p.m. 

October 28, 5 p.m. 

November 1-2 

November 4, 7 a.m. to 8 p.m. 

• Contacting the· Department of Elections 

The Department of Elections has telephone lines for specific purposes: 

• For general lnform•tlon, call 415-554-4375; 

, To register to vote, call 415-554-4375; 

• Te> requost II Vote-by-Mall Application, call 415-554-4375; 

• For assistance In Chinese, call 415-554-4367; ~x•l!tallr: 415-554-4367; 

• For asalatance In Spanl1h, call 415·554-4366; Para reclblr asistancle an espaf\ol, llarne al 415-554·4366; 

• For TTY assistance, call 415·554-4386; 

• For Information about becoming II pollworker, cal\ 415-554·4395; 

• For ela,ctlon result• on Election Night, call 415-554-4375; 

• To offer your faclllty as a polling place, call 415-554-4551: 

• To request a voter education presentation or voter education materials for distribution, call 415-554-4340. 

Our office hours are Mondays through Fridays (except holldays) from B a.m. until 5 p.m. 

3&-CP11 ·EN-NDa 11 

309 



------------------- -------- - - --

12 

C -
Eligibility, Registration and Voting Information 

Ellglbility 

To be ellglble to reglaw to vote ln San Francisco: 

• You must be a citizen of the Unijed States; 

You must be a resident of San Francisco; 

You must b'9 at least 18 on or before Election Day; and 

• You must no1 be In prison or on parole 1or the conviction of 
a felony. 

Registration 
For lhla election, the regiatnltion deedllne ls October 20. 
To obtain a voter reglatratlon fo,m: 

• Vis~ www.sfgov.otplelectians to !Ill oot or download a fom,; 

• Call the Department of Elections at 415,554-4376 and 
request that one be mailed to you; or 

• Pick one up at the Department ot Electlons or the County 
Clerl<'s office In City Hall, the Departmenl cl Motor Vehloles, 
°' at public llbrar1es and post offices throughout San 
Francisco. 

Once the Department of Elections receives a completed vo[er 
reglstraUon form, the new voter will receive a card in 1he mall 
confirming his or her right to vote. 

Each registrant must provide a current and valid California 
driver's license or Callfomia ldentificaUon number on his or 
her voter registration fonn. Registrants who do not have 
either must provide the last four digits of their Social Security 
number to meat the Identification requirements. If a voter 
does not have any of thei;e Uvee lorms of ldenUficalior,, a 
unique Identifying number will be assigned for voter reglstra· 
lion purposes only. Any regls1rant who ooes not provide this 
ihformat!onprlor to Eleotlori' Darmay have to voti, a pro111: 
slonal ballot; II the Identification cannot be oonflnned, lhe­
pruvlslonal ballot cann01 be counted. 

Have You Moyed? 

Voters must Inform the Department ol Elections of address 
changes at least 15 days belore an election to vote In that 
elec11on. Voters may change their address by: 

Completing and submitting a voter registration fonn; or 
• Submitting a wntten notice or their change of address 

elor,g wHh their signature, prlnled name, date of birth, anti 
previous and new addresses. 

Voter, who moved wtthln San Francisco and were unable 
to chong1,1 their 11ddross prior to the deadline 15 days before 
ltle election are encouraged to: 

come to Clty Hall, Room 48, on or before Election Day, 
complete a new voter raglstratlon form and vote at the 
Department of Electlons. 

Go lo their new polling place on Election Day, complete a 
new voter registration fem, snd cast B provisional balloL 
Voters can check the address of their new polling place by 
entering their new address on our website, or by calling the 
D1;1par1ment ot Elections. 

New resldeota who establish Sen Francisco resldenoy attar 
Iha close of reglstra·llon on October 20 may, no later lhan 
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OC!Ober 28, register ard vote at the Department of EJec:tlons. 
New reslden!JI are eligible to vole !or President and Vice­
President only. 

Not Yet 18? 

Anyone who wlll tum 1 e yews of age on or before !:lectlon 
Day Is ellglble to register and vote in that election. 
To register. 

• Complete a voter registration form; and 

Si.brnlt the registration form either in person or by mall no 
later then 15 days belore that election. 

New Citizen Registration and Voting 
Cellfomla election law extends tho reglstraUon and voting 
deadline to the 7th day before tho elecUon for those who 
become new citizens alter the close of registration on 
October 20. Anyone who becomes a new c!Uzen between 
October 21 and October 28 must, no later than October 28 : 

• Presarit your Certificate of U.S. Naturalization to the 
Departmeni ot Electlons; 

• Complete a voter rflgistration form; and 

• Vote at the Department of Elections alter registering. 

Q!m.eas and MiJltary Voters 

Special Ovaraeas Bnd Military Voters are: 

• Membel'll of the armed forces; 
• Spouses or dependents ol members of the armed forces: 

• United States citizens tamporar\\y living outside ct the 
country; or 

• U.S. citl;:ens serving on a merchant vessel documented 
under the laws ol the United States. 

Special Overseas and Mllftary Voters can register to vote end 
receive a vote·b~·mall (~ntee) ballot by completing the 
Federal Post Card Appllcallon (FPCA). The applicat!on can 
be downloaded trom http:!lwww.fvap.gov/pubslanfiile/pca.pdf 
or obtained lrom embassl~. consulates or mlOta.ry voting 
asslsLance officers. 

Ex-Offenders' Bight to Vote 
Callfomle law sllowa a psroon who has been convicted of a 
l8lony to register ar,d vote if h8 or she: 

Has completed his or her prison term !er a felony, 
Including any period of parole or supervised release. 

• Is on federal or state probation. 

la incarcerated In county !all as a condition of felony 
probation or as a result of a misdemeanor sentence. 

Additionally, people who have been convicted of a misde· 
msanor can register and vote even while on probation, super• 
vtaed rele11ea, or fnoarceraled In county Jall. 

In order to restore the r1ght to vote, a person only needs to 
oomplate and return a voter registration term. No ol!1e1 docu· 
menlatlon Is required. 
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Frequently Asked Questions (FAQs) 
by the Ballot Simplification Committee 

a - Who can vote? you are at the right place, call the Department of Elections 
A - U.S. citizens, 18 years or older, who are registered to Immediately at 415-554-4375. 
vole ln San Francisco on or before October 20, 2008. 

Q - If I don't know what to do when I gc,f to my po/ling 
a - When do t vol•? place, ls there someone lhere to help me? 
A - Election Day Is Tuesday, November 4, 2008. Your poll- A - Yes, the pollworkers at the polling place will help you. 
Ing place wlll be open 1rom 7 a.m. to 8 p.m. 

Q - Where do I go to vote? 
A - Go to your polling place. The address is on the back 
cover of this book. 

a - My 18th birthday Is after OctotHr 20. 2008 out on 
or before Novemb6r 4. May I vole In rt,e November 4 
electlon1 
A - Yes, lf your 18th birthday Is on or before November 4, but 
after October 20, you can register to vota on or before October 
20 and vote November 4 - even 
though you were not 18 at the Ume you 
registered to vote. 

Q - If I was srrt$Wd or convicted of 
8 ~me. can / st/II VOie? 

a - Can I take my sample ballot or my own written 11st 
Into the voling booth? 
A - Yes. Deciding your votes before you get to the polls is 
helpful. Your sample ballot ls located Inside this voter pam· 
phlet, or you may use the Ballot Worksheet Included in this 
pamphlet for this purpose. 

Q - Do I have to vote on every Item on the ballot? 
A - No, you do not. The votes you cast will be counted 
whether you have voted on every Item or not. 

a - ls thB1'9 any way lo vote Instead 
of galng lo the poll/ng place on 
Election Dey? 
A - Yes, you can vote before November 
4 if you: 

A -· You can register and vole as long 
as you are not in prison or on parole 
for a felony conviction. You must com­
plete a new registration lorm on or 
before October 20 to vote, 

a - Who can vote? Fill out and mail the Vote-by-Mall 
Application printed on the back cover 
of 1his book. Once we process your 
request, a vote-by-mall ballot will be 
sent to you. Your request must be 
received by the Department of 
Elections no later than 5 p.m. on 
October 28, 2008; 

A - U.S. citizens, 

Q - 1 have Just become a U.S. 
c/ltze11. Can I vote In the NovtHnber 4 
B/ectlon? 

18 years or older, who 

A - ti you became a U.S. citizen on 
or before October 20, you may vole In 
the election, but you must register to 
vole by October 20; 

are registered to vote 

in San Francisco on or 
OR 

before October 20, 2008. Go to lhe Department of Elections 
at City Hall, 1 Dr. Carlton B. Goodlett 
Place, Room 48, from October 6 to 
November 4. The office hours are: 8 
a.m. 10 5 p.m., Monoa.y through Friday 
(except holidays), 10 a.m. to 4 p.m., 

OR 
If you became a U.S. citizen 

attar October 20, but on or before 
October 28, you may register .and vote at the Department or 
Elections office by Octobar 28 with proof of citizenship. 

Q - / have moved within San Francisco but have not re­
registered. can I votr, In this elect/on? 
A - Yes, but you must go to your new polling place or City 
Hall, Room 48, and complete a voter registration form to 
update your registration Information. You can look up the 
address of your new polling place by entering your new 
home address on the Department of Elections website 
(www.stgov.org/elections). You may be asked lo vole a pro­
visional ballot al your new polling place. 

a - What do I do If my pol/Ing place Is not open? 
A - Check the back cover of this bool< lo make StJre you 
have gone to the right place. Polling places often change. If 

J8.CP1!l·EN·N08 

Saturday and Sunday on October 18· 19, October 25'26 and 
November 1-2 (weekend entrance on Grove Street); and 7 
a.m. to B p.m. on Election Day, November 4. 

a - ff I don'r us.e an appllcstlon, can I get s votirby­
mall ballot some other way? 
A - You can send a note, preferably on a postcard, to the 
Department of Elections asking for a ballot. Thls note must 
include; your printed home address, the address where you 
want the ballot malled, your blrthdale, your printed name and 
your signature. Mail your request to the address on the front 
cover of this pamphlet, or fax II to 415·554-4372. Your 
request must be received by the Department of Elections no 
later than 6 p.m, on October 28, 2008. 

13 
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Voting at Your Polling Place on Election Day 
Approach the labia where poltworkers are issuing ballots and state your name and address 
When one of the pollwork.ers Ond.s your name in Iha roster of voters, the pollworker will 
repeat your name and address. Sign your name on the signature line naXI to your name in 
the rosier of voters. 

You can choose to vote with a paper ballot or an accessible touchscraen machine (see 
page 18). It you choose a paper ballot, e pollworker will give you your ballot, your ballot's 
stub receipt, a blue sacrecy 1oldar and a special ballot-marking pen. Your ballot will consist 
of muU~te cards. Ta.ks your ballot to one of the voting booths, where you may mark your 
ballot In prlvacy. 

Marking the Ballot 
Using Ule ballot-marking pen provided at your polling place, merl< 
your paper ballo1 by connecting !he head and tall of the arrow 
pointing to your choice for each contest, as shown In the picture, 
The ballol may be printed on both sides of the page - be sure to 
review both sides of each ballot cardl 

Please note: the number of candidates you may select for each 
contest or choice will be printed above the li&t of candidate nameG 
for each contest. tt you overvote by marking more than the allowed 
number of candidates for any contest or choice, or by marklng 
both "YES" and "NO" in a measore contest, your vot.es for that 
contest cannot be counted! 

In addition to Iha candidates listed on the ballot, there may be other 
people running as quaU!led write-In candldates. For a 11st of quai· 
lied wrlt.e-ln candidates, please ask a pollworker. Voters with mailed 
ballots may accass the 11st ol qualttled writa.ln candidates by visit· 
Ing our website al v.ww.sfr;ov. orgle/eotions or by calllng the 
Department of ElecHons at 415·554-4375. 

To vote for a qualified wrtte-ln candidate, write the -name of the 
candidate In the space marked "Write-In.• You must connect the 
head and tail of the arrow pointing lo the "Write-In" spece tor 
your writ&-ln vote to be counted. Only writo·ln votes for qualified 
write-In candidates can be counted. Do not write In a 'JOte for a 
candidate whose name Is printed on lhe ballot. 

II you make a mistake white voting, ask a pollworker for another 
ballot. Voters may request up to two replacement sets of ballots. 

For Information on ranked-<:hoice voling, see page 16, 

-.. 
.. 

PRESIDENT 
Vote For One 

THOMASA.EDISON .... 
-A-LB- E-RT_E_IN_ST_E_lN _ _ __ .. .. 

FLORENCE NIGHTINGALE ... .. 

BOOKER T. WASHINGTON .. Ill - --- - -------
w m,,, ~ ~ ~ ~ 

Once You Have Marked Your Ballot 

14 38-CP14·EN-N08 

Make sure that your ballot stub receipt has bean detaehed from Ille top of each ballot 
card. Insert your ballot, one card al a time, Into Iha slot in Iha !runt or ths •insight" 
optical-scan voting machine. The ballot can be Inserted Into \he voting machine fn 
any direction: upsfde down, fi911t side up, backwards or forwards . The voting machihe 
co1mla the votes aleotronlcally When the bailolB are Inserted by lhe voter. The ballots 
are stored In a locked compartment Inside the voting ma.chine. 
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Guidelines for Provisional Voting 
If you are a registered San Francisco voter, you have the right to cast a provisional balklt It: 

, You were Issued a vote-by-mall ballot that yau are unable to surrender and you want to vote at the polls; 

, Your name does not appear In the roster of voters for the precinct; 

, You have moved within San Francl&co but did not provide written notice of the address change to the Department of Elections 
by the deadline; or 

, You are a ftrat-tlme voter listed In the pink Provlslonal Roster and did not pro\lide a vaUd Calttomia driver's llcense or state 
ldentiflcallon number or the last four digits of your Social Security number on your voter registration form. 

How to cast a provlslonal ballot: 
You will recaive a ballot and a pink provisional ballot envelope from a pollworker. The pollworker will fill out the pollworker sec• 
tlon of the envelope, You must complete the voter's section o1 the provisional envelope, lndudlng providing your name, date ol 
birth, current address and previous address, If applicable. You must also sign the declaration confirming that you are a ras\dent 
or San Francisco and are registered and eligible to vote In this election. It la very Important that you sign your name at the 
bottom of Iha envelope -without your algnature your provisional ballot cannot be counted. 

Once you have filled out the voter's section of the provisional envelope and marked your ballot, Insert your ballot Into the enve­
lope, seal the envelope, and return It to a pollworker. 

A receipt on the back ol the provisional envelope inch.ides a website and a toll-lree number which you may use to find out 
whether your provisional ballot was counted. To determine the status of your provisional ballot, call 1-866-325-9163 or visit the 
Department of Electlons website (www.sfelectlons.org/pvl) no sooner then December 15 and provide Iha number prln1ad on 
your provisional voter receipt. 

Your Sample Ballot 
Your sample ballot begins on page 20. It is a reduc­
tion In size of the official ballot you will use to· cast 
your vote on Electlon Day. Feel free to mark your 
sample ballot and bring it to the palling place to use 
as a guide on Elecllon Day. (You can also use the 
Ballot Worksheet, located on page 269 of this pam­
phlet, for the same purpose.) 

38-C P16--EN-NOS 
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Ranked-Choice Voting 

. . 

Ranked-choice voting was passed by San Francisco voters as an amendment to the 
City Charter in March 2002 (Proposition A). · 

Ranked-choice voting allows San Francisco voters to rank up to three candidates for 
the same office. 

Who is elected using ranked-choice voting? 

San Francisco voters use ranked-choice voting to elect the Mayor, Sheriff, District Attomey, City 
Attorney, Treasurer, Assessor-Recorder, Public Defender and Members or the Board of Supervisors. 

For the November 4, 2008 election, San Francisco voters who llve in Supervisorial Districts 1, 3, 4, 5, 
7, 9 and 11 wlll use ranked-choice voting to elect their Member of the Board of Supervisors. (San 
Francisco voters who live in SupeNisorial Districts 2, 6, 8 and 10 will not use ranked-choice voting in 
this election.) To locate your district, please refer to the map on page 6 or the box at the top right of this 
pamphlet's back cover. 

· How Ranked-Choice Voting Works: 

[[fj [] D D ff[] [[) 

''' ''' 65% 25% 20% 25% 40% 35% 

To start, every first-choice 
selection ls counted. Any 
candidate whO receives a 
majority (more than 50%) of 
the first-choice selections is 
declared the winner. 

II no candidate receives more 
than 50% of the first-choice 
select1ons, tt,e candidate who 
received the rawest number of 
first-choice selections Is 
alimlnated. 

Voters who selected the 
eliminated candidate as lheir 
first choice will have their vote 
transferred to their secood 
choice. 

A 
55% 45% 

The votes are then recounted. 
II any remaining candidate 
receives more than 50% of the 
votes, he or she is declared 
the winner. 

If no remaining candidate 
receives more than 50% or the 
votes, the process of 
elimlnatlng candidates and 
transferring votes to the next­
ranked candidate Is repeated 
until one candidate has a 
winning majority. 

For more information and an interactive demonstration on ranked-choice voting, visit 
www.sfgov.org/electlons/rcv 

38-CP16-EN·N08 
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. Marking the Ranked-Choice Ballot · · 

With ranked-choice voting, the names of all the candidates are listed In three repeating 
columns on the ballot. This allows you to rank up to three candidates for the same office. 

._ 
i.:'·: ,, 
J 

First Column 

Setect your first-choice 
candidate by comple1ing 

the arrow pointing to 
your c~oice. 

• 

Second Column 

To Indicate a second 
choice, select a different 
candidate In the second 
column by completlng 
the arrow pointing to 

ypur choice . 

• CrTY AND COUNTY I iti• r CIUDACI Y CONCIADO 

Third Column 

To indicate a third 
choice, select a dlHerent 

candidate In the third 
column by completing 
lhe arrow pointing to 

your choice. 

• 
Ml!MIIIEII, IIOA"DOI' IWPl!RVISORIS/ll!IU I MRIIIRO Cl!LCONIIIIJO 1:16 IIIPERl'l$0RE8 

lll&TIIICT OJ a O aa I Dl91WT!I 0 
VO'IE YOUR FIIIIT, &(CCII) /MllHIIII) ~, aa•1•1111-, ll:::l!IEi11a /Vl)li/'IJIISIJ rnMil, &EGl,IIOA Y!Ef\CIR.l.$£UCl;DI 

FIRl'l' aiOICI: stCOM> c!IOlce THIIO CHCIC£ 
,l'-U~ •=- a.::u ~ - SEGlmbA SEI.ECCl6N TEIICERA BaECCIOH .,____ 

""'"'°" - \tft,IIJl'°"'·-111--,.,~- -- ~.i)(O.""" .. __._,,,,, .... ""' -'1t--11 Jt--'lrt.1111111-IHlll:itlll 111-t./M.~lllll~ 

1181111\hio Yai11111N·lliilri~a111sz;,.. l'la.,!h,==· .. i,1,s,, 

ELEA"°" IIOORJl!LT ~LE.\IIOII R008£VEL T l!U!AHOll ,LOOSl!YEI. T 

' . 

-uw,;;.~!:l: ... 1111 1lllU.f1~~ .. 

I~ ;ii~/f 
.. Tt i ~ .. 

,Jf~ 
.. Complete lhe arrow 

as snown here. 
CESAR C:.U,\lti2 Celll.R CHA VE2 ~CHA.VEZ 

r~~ .. 1111 
~-~:11:1J: .. .. ~- ~~./cl.I) . .. .. 

~II,: o. ... lu.>cl'~ 0.p,,n•--~ 
•\1,1:ntQi"R . ") 1:111 1-l'. ~ 

WA.lT?ltLUII WALlH,l LUIII w•LTERWII 
ll;N~;,;: .. .. ,f.tt l~ • If .. .. ,,,~~ .. .. l'u-E- ,uJ.o'f~ 111\.'l'Ji 1111,1 ... 

JOHN IIANCOOK ~~Jlli~ict Jt,HN HAliC~CK 
1<mi-.t1r.si: .. r,m, .,~. ,.: .. 

~ 
.. ~.-1:• · .. F'II= .. 

l'.l lll M ~( 
MARTIN LUTHUI KIHO, JR. IL\lmNL·~ ·~·,li IIAIITTI l~R l<l'tG, JR. ,1;11\r- 11,;11. ~ .. .. . ,n: ,. . p;,~" .. ,. ...... .. ..... ....... .. - p~ p#./l\\ l!Q\11 

AIINA MAij ~e!! A.~u: ~NA ~~OU A.OU~ All~II, PlfOO 40W.!jj:1 ,~-~- ,, . -:.«~. 4,· .. "<Ill• • ..:.:;, . ~, ,r, .. "&'IOI • , ., ~ Ill · F-~Y .. 
~~~ .. h.lQa,o,,~ °'~'"' .. lr>el;<"""m;- .. .. 

Orvmludof• -· J.l.61: ~-~· Inc~·· o,,,.i;.......... . 1';°t: .I. ll u,. .1, Q~l ft 

Write-In Candidates 
If you wish to vote for a qualified wrtte-in candidate for any of your three choices, write the person's name In the 
space provided and complete the arrow pointing to your choice. 

When Marking the Ranked-Choice Ballot, Keep ln Mind: 
You may-bUI are not required to-rank three candidates. To rank fewer than three candidates, or if there ere 
fewer than three candidates for the same office, leave any of the remaining columns blank. 

II you select the same candidate In more than one column, your vote for that candidate wlll count only once. 

Your second choice WIii be counted only If your first-choice candidate has been eliminated. Your third choice will 
be counted only if BOTH your first-choice and second-choice candidates have been eliminated. 

38·CP17 ·EN-NOS 
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Voting with the Accessible Touchscreen Voting Machine 

For every election, each polling place will have 
one "Edge" accessible touchscreen voting 
machine that assists voters with disabilities 
to vote independently and privately. This 
accessible voting machine allows voters to 
make ballot selections using a touchscreen 
and review their selections on a paper 
record before casting their vote. 

Additionally, the touchscreen voting 
machine provides an audio ballot fea­
ture that allows voters to llsten to 
instructions and ballot selections while 
voting. The touchscreen machine 
also has an option for voters to use 
their own personal asslstlve device 
such as a sip/puff switch. 

The accessible touchscreen voting 
machine will be available for use et each 
of the City's polling places and during early 
voting In City Hall. If you would !Ike to vote using 
the touchscreen voting machine on Election Day, 
please tell a pollworker. 

Audio Ballot and Hand-held Keypad 
For audio voting, the accessible voting machine is equipped with head­
phones and a Braille-embossed hand•held keypad. When you use the audio 
ballot feature, the voting machine will provide you with audio instructions 
and guide you through the ballot. The keypad Is used to move through the 
ballot and make selections. If you would like to use the audio ballot feature, 
please tell a pollworker. 

Ranked-Choice Voting with the Accessible Voting Machine 
Voters in districts with contests for Member of the Board of Supervisors will use ranked-choice vot­
ing. The accessible voting machine will Indicate through visual or audio instructions that the contest 
uses ranked-choice voting and will present one list of all the candidates. From this list, voters may 
select up to three candidates in order of preference. After each selection, there will be a visual or 
audio confirmation of the candidate's ranking. 

For more information on Ranked-Choice Voting, see page 16. 

18 3B·CP1 B•EN•NOB 
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Steps for Voting Using the Touchscreen 
Step 1 : Insert Voter Card Step 2: Select Language 

Insert Votat C.rd Into lhe yellow slot on the lower left-hand 

side ol lhe machine~. ~~::S.,, 
.,,/ ',"';;=· ·;;/ 
.~ l._~ ·-~-

Step 3: Select Candidates and Ballot Measure Choices 

Make your selectlons by touch­
Ing the name cl the candidate 
or the choice for which you 
Intend to cast your vote. 

ELEANOR ROOSEVl!l.T 

CWRCHAYEZ 

A green check; mark will appear i-=.:..c:;__;:.;;.....;..;_;_'-'--~ 

In the circle, Indicating your 
salectlon. 

To change your Belectlon, touch 
your salectlon again. The check 
mark wUI disappear and you 
can make a new &electlon. 

Step 4: Print and Review Selections 

At the end of the ballot, a review screen Is displayed 
showing all your seleclions. 

To change a seleotlon, touch the bo~ of the contest or 
measure and select a new candidate or choice. 

After oompleUng your on-screen ballot review, print and 
review a paper record of your ballot. A paper record of 
your sal!JCtlons wm appear In the window on !he left side 
of the screan, 

Step 5: Cast Ballot or Make Changes 

After verifying the paper record touch either "Cast 
Ballot" or "Make Changes." 

Touch ~t Ballot" to Hnlsh voting. lllo printer wtll 
show "Accapted" on the paper record. The voter card 
wlll eject for you to return It to the pollworller. 

IMPORTANT! - You cannot cnange your vote alter 
·cut Ballot' le presssd, 

Touch "Yake Changes" lo change a selection. After 
you make a change you can review a new paper 
reoord ol your be!lol 

IMPORTANT! - You oan print only two paper recorde 
ol your ballot for review. After this you will need to cast 
your ballot. 

38-CP1B-EN-N08 

To go to the next contest or measure, touch the "Next" arrow 
button at 1he bottom of the screen. Touch the "Back" arrow 
button to retum to the previous screen. 

$$ 
Touch the "ABC" button to enlarge the text on th& screen. 

[ABC~ABC I 

Touch Hare to Print 
and Revleiw a Pa~r 

Record of Your Ballot. 

Pleue nlYIIIW the paper 
record ol your ballot. 

YOIJ may now ca1t your 
ballol or mak11 changea. 

, ... k. C"-1111" 11 Caal Ballot 

Wrl!Hn Candidates 
To wte for a qualified write-in can· 
dldate, !ouch "Wnw-tn· and a key· 
board will appear on screen. Type 
the nema of the candidate and 
prass "OK." 

Ballot Revl-
AI eny Ume you can raVlew your 
ballot selections by touching 
"A.view.• The review screen will 
show you e summary of your 
selectlolls. To change a selection, 
touch the box of tt,e contest or 
measure and select a new candl· 
date or choice. 

19 
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Voter Bill of Rights 
1. You have the right to cast a ballot if you are a valid registered voter. 

A valid registered voter means a United States citizen who Is a resident In this state, who is at least 
18 years of age and not in prison or on parole for conviction of a felony, and who is registered to 
vote at his or her current residence address. 

2. You hav& the right to cast a provlslanal ballot H your name Is not list&d on the voting rolls. 

3. You have the right to cast a ballot If you are present and In line at the polling place prior to 
the close of the polls. 

4. You have the right to cast a secret ballot free from Intimidation. 

5. You have the right to receive a new ballot If, prior to casting your ballot, you bell eve you 
made a mistake. 
11, at any time before you finally cast your ballot, you feet you have made a mistake, you have the 
right to exchange the spoiled ballot for a new ballot. Vote-by-mall voters may also request and 
receive a new ballot if they return their spoiled ballot to an elections official prior to the closlng of 
the polls on Electlon Day. 

6. You have the right to receive sssl&t:ance in casting your ballot, If you are unable to vote 
without assistance. 

7. You have the right to returl'! a completed vote-by-inall ballot to any precinct In the county. 

8. You have the right to election matarlols in another language, If there are sufficient residents 
In your precinct to warrant production. 

9. You have the right to ask questions about election procedures and observe the elections 
process. 
You have the right to ask questions of the precinct board and election officials regarding election 
procedures and to receive an answer or be directed to the appropriate official for an answer. 
However, if persistent questioning disrupts the execution of their duties, the board or election offi· 
clals may discontinue responding to questions. 

10. You have the right to report any Illegal or fraudulent activity to a local elections officio! or 
to the Secretary of State's Office. 

If you believe you have been denied any of these rights, or you are aware of any election fraud or 
misconduci, please ca.II the Secretary of State's confidential toll-free Voter Protection Hotline at 
1-800-345-VOTE (8683). 

CALIFORNIA SECRETARY OF STATE DEBRA BOWEN 

Any voter has the right under California Elections Code Sections 9295 and 13314 to seek a wrrt of 
mandate or an Injunction, prior to the publlcatlon of the Voter Information Pamphlet, requlrlng any or all 
of the materials submitted for publication in the Pamphlet to be amended or deleted. 
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Confidentiality and Voter Records 

Permissible Uses of Voter Registration Information 

To protect your privacy and the Integrity of voting, laws that took effect In 2006 creme safeguards 
for voter records as follows: 

Information on your voter registration form will be used by elec­
tion officials to send you official Information on the voting pro­
cess, such as the loca1lon of your polling place and the issues 
and candidates that will appear on the ballot. Commercial use of 
voter registration Information Is prohibited by law and is a mis­
demeanor. Voter infonnation may be provided to a candidate for 
office, a ballot measure commfttee, or other person for election, 
scholarly, Journalistic, polltlcal, or governmental purposes, as 
determined by the Secretary of State. Driver's license, state 
identification and social security numbers, or your signature as 

,, , 

.· .. : ·' 

shown on your voter registration fonn cannot be released for these purposes. If you have any 
questions about 1he use of voter Information or wish to report suspected misuse of such Informa­
tion, please call the Secretary of State's Voter Protection and Assistance Hot!lne: 
1-800-345-VOTE (8683). . 

Addltlonally, any person obtaining information on your voter registration form shall not send that 
inf ormatlon outside of the United States or make It available In any way electronically to persons 
outside the United States, including, but not limited to, access over the Internet. 

Secretary of State's Safe At Home Program 

Certain voters facing life-threatening situations may qualify for confidential voter status. For more 
Information, please contact the Secretary of State's Safe At Home program at i-877-322-5227, or 
visit the Secretary of State's website at www.sos.ca.gov 

38-CP10S-EN-N08 
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Absentee voting has a new name: 

Voting by Mail! 

"Absentee voting" is now referred to as "voting by mail" in all of the Department 
of Elections' materials. A new state law mandates this change, but all the bene­
fits and requirements ramain the same! 

To receive your ballot in the mail, send in the application on the back cover of 
this pamphlet. The Department of Elections must receive your applicatlon by 
5:00 p.m. on Tuesday, October 28 1 2008. 

For more information about voting by mail, see page 7. 

3&-BT40-EN-N00.1 
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Before Casting a Write-In Vote, Read This: 

Every write-in vote must be manually reviewed by the 
Department of Elections. 

Unfortunately, a great majority of write-In votes cast 
each election cannot be counted. 

Here•s why: 

The write-in vote was not for a gyallfled write-In candidate. Only 
votes for quallfled write-in candidates can be counted. Write-in votes 
for anyone else CANNOT be counted. Qualified write-in candidates 
can be found on the Certified Wrlte-ln list, available at your polllng 
place, on the Department of Elections Web site (www.sfgov.org/efectians) 
or by calling the Department of Elections. 

The write-in vote was not correctly marked. Write-in votes must be 
indicated by both writing the candidate's name in the space provided 
@Dd completing the arrow next to the "Write-In" space. · 

Overvoting by selecting a candidate listed on the ballot and ~ 
marking a write-in vote for the same candidate will Invalidate your 
vote for that contest. 

Make sure your write-in vote counts! 

38-CP87-EN·N08 
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DO YOU KNOW 
WHERE TO GO TO VOTE? 

YOUR POLLING PLACE MAY HAVE CHANGED. 

The location of your polling place is printed on the back 
cover of this pamphlet, on the top left-hand side. 

You can also check the location of your polling place 
Online at: 

www.sfgov.org/elections 

or by calling: 

415-554-4375 

Election Day is Tuesday, November 4, 2008. 

The polls will be open from 7 a.m. to 8 p.m. 

Please vote at your assigned polling place or vote by mail. 
There is an appfication to vote by mail on the back cover 

of this pamphlet. 

38·CP101·EN-N08 
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Important Notice 
Residential Confirmation Postcard 

WIil you vote in the upcoming election? 

When people don't vote, we begin to think they may no longer live in San Francisco. 

When our records Include people who no longer live in San Francisco, tax money Is needlessly spent main· 
talning their records, mailing election materials to them, and preparing to count votes that will never be cast. 

In January 2009, we will update our voter records, but we do not want to lose track of anybody still living In 
San Francisco just because they haven't voted in recent elections. 

As part of this update, we will mall several thousand residential confirmation postcards to people who, In the 
past lour years: 
• have not voted in any election, or 
, have not updated their name, address or party affitlatlon. 

If you receive one of these postcards, please take the time to mail it back to us :within 15 days of receipt to 
confirm yo.ur residenllal and malllng addresses. It we don't hesr from you, we wfll Inactivate your voter 
registration. Voters whose files are Jnac!lvated will not receive a Voter Information Pamphlet for future 
elections. 

So, let us know if you still live In San Francisco and want to remain on the active voter roll. PLEASE take the 
time to vote, respond to our mailing, or write to let us know that you want to stay on the active voter roll. If 
you write to us, please sign the letter and Include the date, your current San Francisco residential address, 
your mailing address if different from your San Francisco residential address, your birthplace, and your data 
of birth. 

We thank you In advance for your cooperation! 

Voter Services Division, 
Department of Elections 

268 38-CP268-EN-Noe 
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Ballot Worksheet 
Fill in your choices - Cut out and take with you ,o the polls 

Not all voters are eligible to vole en ell contests. Your sample ballot includes the contests for which you ore eligible 
lo vote . For more lnlormoHon, soe your sample ballot. 

: 
OFFICES 

.. 

President ond Vice Preiident Vola for on, pr,rty 

United Skile$ Repre$elllctive Vole for °"' 
Slale Senator ~Ill For one 

Member, State .A$M!l'llhly \lo,e fur one 

JudlJI! of lhe Superior Court, Seat # 12 Vo/a fur ans 

Member, Board of Education Vole for no mote Ilion fuur 

Member, Community College Board \tole lor no more than four 

BART Director Vo/a for one 

Member, Boord of Supervi!Ors Rank up I,;, lhree choice, FirJ.t choice 

Sacond dioicr, 

rhittl choice 

.. ... . .. 
' . . •, . .. . . .. .. 

· .. PROPOSITIQ~S I . . . ~ .. . .. . . . . 

TITLE YES NO 

1 A: Safe, Reliable High,Speed Passenger Train Bond Ad. 

2 : Slar.dards for Confining Farm Animals. lniliolive Slc1uta. 

3 : ChildrGn's Hospltol Bond Act. Gron! Program. lnitiotive Stall.lie. 

4 : Waiting Period and Parental No~ficolion Sefore Termination of Minor's Pregnancy. Initiative 
Constitutional Amendment. 

s ; Nonviolent Drug Offen$&. Sentencing, Parole and Rehabilitation. Initiative Stotuh!. 

6 : Police and law Enhircement Funding. Criminal Pllrialttes and laws. lnitiativo Stotute. 

7 : Renewable Energy Goneroiion. lnitialive Slctute. 

8 : EliminotM Right of Same-Sex Couples to Morry. lnitiotlve Coiutitufional Amendment. 

9 : Criminal Jusrice S}1$tem, Vicnm,' Righti. Parole. Initiative Constitutional Amendment and Statute. 

10 : Alternative Fuel Vehtdea and Renewable Energy. Bond,. ln11iative Statute. 
/ 

11 : Redistricting. tniHatlve Constll\Jlional Amendment and Statute. 

12 : Veterans' Bond Act of 2008. 

(The boUot worksheet continue, on tfHJ next page) 
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Ballot Worksheet tcontinuedJ 
Fill in your choices - Cut out and take with you to the polls 

PROPOSITIONS 

TITLE YES NO 

A : Son Francisco General Hospital and Trauma Cenler Earthquake Safely Bonds, 2008. 

B : Estobllshing Affordable Housing Fund 

C : Prohibiting City Employees from Serving on Charter Boards and Commissions 

D : Flnondng Pier 70 Waterfront District Development Pkm upon Board of Supervi~u' Approval 

E : Changing the Number of Signatures Required lo Recall City Offlclals 

F : Holding All Scheduled City Elections Only in Even-Numbered Years 

G : Allowing Retirement Sysiem Credit for Unpaid Paronto! Leave 

H : Setting Clean Energy Deadlines; Studying Options for Providing Energy; Changing Revenue 
Bond Authority to Poy for Public Utlflty Fadllties 

I : Creating the Office of on Independent Rate Payer Advocatfr 

J : Creating a Historic Preservation Commiision 

K : Changing tne Enforcement of Law& Related to Prostitution and Seit Workers 

L : Funding the Community Justice Center 

M : Changing the Rasiden1ial Rent Ordinance to Prohibit Specific Act~ of Harassment of Tcmonls 
by Landlords 

N : Changing Real Property Transfer Tax Rates 

0 : Replacing the Emergency Response Fee with an Access Line Tax and ReVi$lng the Telephone 
Users Tex 

p : Changing tne Composition ol the San Francisco Counly Transportation Authority Boord 

Q : Modifying the Payroll Expense Tax 

R : Renaming the Oceanside Water Trootment Plant 

s : Polley Regarding Budget Sel-A&ides and Identification of Replacement Funds 

T : Free and Low-Cost Sub!tonce Abuse Treatment Programs 

u : Policy Against Funding the Deployment of Armed Forces ln Iraq 

V : Policy Against Terminating Junior Reserve Officers' Training Corps WROTC) Programs in 
Public High Schools 

Notes: 
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The Department of Elections makes every effort to print 
candidates' statements of qualifications and proposition 

arguments exactly as submitted - mistakes and all. 

Pr~ 

CCU!clldat•• 

However, with all the items that are included in the 
Voter Infonnation Pamphlet, it is possible that we 
have made a mistake of some kind in the layout and 
printing process. If we learn of any substantial 
errors on our part after the pamphlet has been printed 
and mailed, we will publish a correction notice in local 
newspapers in the days preceding the election. 

If necessary, a correction notice will appear in the Public Notices 
section of the San Francisco Chronicle and in Sing Tao Daily on 
October 21, 22 and 23, in El Reportero on October 22 and in El 
Mensajero on October 26. 
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Information on Local Ballot Measures 

DIGEST ANO ARGUMENT PAGES 
On the following pages, you will find information about local ballot measures. For each measure, a digest has been 

prepared by the Ballot Simplification Committee. This digest Includes a brief explanation of "The Way It Is Now,• what each 
proposal would do, whal a '"Y'es" vole means, and what a "No" vote means. Also included is a statement by tne City 
Controller about the fisoal Impact or cost of each measure. There Is also a statement of how the measure qualified to be 
on the baHot. FolloWing the digest page, you will find arguments for and against each measure. 

NOTE: AU argument& ara strictly the opinions of their authors. Thay have not been checked for accuracy 
by the Department of Elections or any other City official or agency. Arguments and rebuttals are 
reproduced aa they are submitted, Including any typographical, spelllng or grammatical errors. 

PROPONENT'S AND OPPOMEN'rS ARGUMENTS 
For each measure, one argument in favor of the measure ("proponent's argument")· and one argument against the 

measure ("opponent's argument") Is printed In the Voter lnlormalion Pamphlet free of charge. 

The designations •proponent's argumenr and "opponent's argument" Indicate only that the arguments were selected in 
accordance with criteria ln Section 540 of the San Francisco Municipal Elections Code and were printed free ol charge. The 
Director or Elections does not edit the arguments and makes no claims es to the accuracy of statements in the arguments. 

SELECTION OF PROPONENT'S AND OPPONENT'S ARGUMENTS 
Toe proponent's argument and the opponent's argument are selected according to the following priorities: 

1 . Toe official proponent of an inlUatlve pelitlon; or the Mayor, 
the Board of Supervisors, or four or more members 
of the Board, If the measure was submitted 
by same. 

1, For a referendum, the person who files the referendum 
petition with the Board of Supervloors. 

2. The Board of Supervisors, or any member or members 2. The Board of Supervisors, or any member or members 
designated by the Board. designated by the Board. 

3. The Mayor. 3. The Mayor. 

4. Any bona fide association of citizens, or combination of 4. Any bona fide association of cllizens, or combination of 
volers and assodatlon of citizens, any lr19lvldual voter. voters and association of citizens, any indlvlduar voter. 

REBVTTAL ARGUMENTS 
The author of a proponent's argumenl or an opponent's argument may also prepare and submit a rebuttal 

argument. Rebuttals are also the opinions of the author and are not checked ror accuracy by the Director of Elections or 
any other City ottlclal or agency. Rebuttal arguments are printed below 1he corresponding proponerit's argument and oppo· 
nent's argument. 

PAID ARGUMENTS 
In addition to the proponents' arguments, opponen1s' argurnenls, and rebuttals, which are printed without charge, any 

eligible voter, group al voters, or association may 6Ubmlt paid arguments. 

Paid arguments are printed in the pages following the proponents' and opponents' arguments and rebuttals. All of the 
paid arguments In lavor of a measure are printed together, foUowed by the paid arguments opposed to that measure. Paid 
arguments for each measure are printed in order of submission. 

Arguments and rebuttals are solely the opinions or their authors. Arguments and rebuttals are not checked.!or accuracy 
by lhe Director of Ele01Jons, or by any other City oHlclal oJ agency. lnforma.!lon about lhose submltllng arguments Is 
avalleble from the Department a.I Elections. 
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Words You Need to Know 
by the Ballot Slmpllficatlon Committee 

LISTED BELOW ARE DEFINmONS OF TERMS: 

ABSENTEE (VOTE·BY•MAJL) BALLOTS (FRl~OVENTLY ASKED 

QuEsTIONs) - Ballots malled to voters or given to voters in 
parson at the Department of Elections. Abeantee ballots can be 
malled to the Department of Electfons, turned In at the 
Department or Elections office In City Hall, or tumad In at any 
San Francisco polling place on election day. Also known as 
vole-by-mall ballots. Sea page 7 for more lnformeUon. 

ACUTE CARE (PROPOSITION A) - Providing emergency ser­
vices and general medical and surgical treatment for brief and 
severe disorders rather than long-term residential care for 
chronic illnesses. 

AFFORDABLE HOUSING (PROPOSITIONS B ANO NJ - Residentlal 
units that persons or households within a certain range of 
Incomes would be able to afford. 

AUEHD (PROPOSITIONS B·K AND M) -To change. 

on Aging, Commission on the Environment, Commission on 
the Status of Women, Elections Commission, Entertainment 
Commission, Elhica Commission, Fire Commission, Health 
Commission, Human Rights Commission, Human Services 
Commission, Juvenile Probation Commission, Library 
Commission, Municipal Transportation Agency Board or 
Directors, Planning Commission, Police Commission, Port 

Commission, Public Utlllties Commission, Recreation and 
Parks Commission, Rent Board, Small Business Commission 
and Taxi Commission. 

CmzEN ADVISORY COlillillTTEl: (PROPOSITION C) - A committee 
created by the City to obtain the lnpul and views of San 
Franciscans. The 1ollowlng ciUzen advisory committees are 
created by Iha Charter: Municipal Transportation Agency 
Citizens' Advisory Council; Public Utilities Commission Citizens' 
Advisory Committee; Perk, Recre11tion and Open Space Fund 
Citizens Advisory Committee; and Citizens Audit Review 
Board, 

AUDIT (PROPOSITION A) - A fom,al examination ot financial or 
managament accounts and information. Crrv AoMINIBTRATOA (PROPOSITIONS E, H AND I) - The City 

official responsible 1or managing services within the City's 

BATTERY (PROPosmON K) - The wllttul and unlawful use or Bxecutlve branch. 
lorce or violence against another parson. 

BOND (PROPOSITIONS A, D, HAND I) - A bond is a promise by 
the City to pay back money borrowed, plus lmerest, by a spe­
cific date. If the City needs to raise a large amount of money to 
pay for a libraiy, sewer lino, sehool, hospital or olher project or 
program, It may borrow the money by selling bonds. (S88 also 
"General Obligation Bond" and "Revenue Bond".) 

BuoGETARY ANO FISCAL PROVISIONS (PROPOSITION I) -
Provisions addressing linancinl resources, spending, and 
dobt 

CLEAN ENERGY (PROPOSITION H) - Although there Is no oHi­
cial definition, it is often used to refer to a source of energy that 
is either renewable, sucn as solar power or wind power, or 
emits vary little pollution when II is generated. 

CouMON AREA (PROPOSITION M) - An area that may ba 
accessed or used by all tenants. 

CONIIERVA'TION OISTIIICT (PROPOSITION J) - A geographical 
area legally designated lo preserve and protect historical or 
natural resources. 

CALIFORNIA SPECIAL SUBJECT TEACHING CREDEHTlAL CosT-<>F-UVINQ AoJOSTuEHT (PROP06mm1 SJ - An amount 
(PROPOSmON V) - A slate-Issued cartllicata that authorizes a added to a base to adjust for lnllatton. 
person to leach a particular subjeot. 

DECLARATION Of Poucv (PROPOSITIONS u AND V) - A slate­
CHARTER AMENDMENT (PROPOSITIONS B-J) - A change to the mentor expression of the will of the voters. 

City's Charter. The Charter is the City's Constitution. The 
Charter can only be changed by a majority of the votes cast. DEPLOYMENT (PROPOSITION U) - The placement or stationing 

CHARTER-CREATED BoAROS AND ColiMISSIOHS (PROPOSITION C) 
- The lollowlng boards and commissions are created by the 
Charter: Airport Commission, Board of Appeals, Bulldlng 
Inspection Commission, Civil Service Commission, Commission 
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WORDS YOU NEED TO KNOW (continued) 

DowNTOWH (PROPOSITION J) - The area generally bounded 
by Washlnglon or Calllomle s1reets on the north. Harrison or 
Folsom streets on Iha south, the EmbBJcadero on the east, and 
Fifth or Taylor on the west. The downtown also extends west tor 
one block along Mar1(et Street to Van Ness Avenue. (see !he 
City's Zoning Map, whlcl1 is available on the City's website at 
www.sfgov.org/sltelplannlng_lndex. ssp?id.:35228'J 

EARLY VOTING - Votlng in person at City Hell belore electlon 
day or malling an absentee ballot before election day. See page 
7 for more lnlormalion. 

EXEMPTION (PROPOSmONs O ANO Q) - Freedom from an obli­
gation or requirement that olhers must follow. 

EXTORTION {PROPOSITION K) - The threat of physical force or 

HUMAN TRAFFICKING (PROPOSrTION K) - The transportation 
and sale of persol'lS into forced labor. 

INFRASlRUCTURE (PROPOSmON D) - The basic facilities and 
services neaded for Iha functioning of a community, such as 
transportation and communications systems, and water and 
power lines. 

INITIATIVE (PFIOPOSITIONS K, V ANO R) - A proposttlon pieced 
on the ballot by voters. Any voter may place an Initiative on the 
ballot by gathering the required number of signatures on a peti­
tion, 

LANDUNE (PROPOSITION 0) - A telephone line such as metal 
wire or optic libsrs. 

fear against another person to obtain money or property. Low AND MooERATE INCOME (PROPOSITION B) -.Annual lncornes 
which fall within a specified range used to determine eligibility 

feLOHY (PROPOsmoN L) - A major crime or offense that Is for Gpecific programs or benefits. 
punishable by a fine and/or a Jail sentence of more than a 
year. 

FISCAL YEAR (PROPOSITIONS LANO S) - The City's 12-month 
b1,1dget pa1iOCI, starting July 1• and ending June 30"' of the fol· 
towing calendar year. 

GENERAL FUIID (PRoPOSmONS N, 0 AND S) - Thet part or the 
City's annual budget U,at can be used IOI' any City purpoee. 
Each year, the Mayor and the Board of Supervisors decide how 
the General Fund will be used. Money for the Genera! Fund 
comes from prope11y, business, sales, and other taxes and 
lees. Currently, the General Fund Is 47% of the City's budget. 

GENERAL OBLIGATION BOHO (PROPOSITION A) - A promise 
issued by the City to pay back money borrowed, plus interest, 
by a certain date. When the City wants to raise money to pay 
lor a large publlc proj6ct, It can borrow money by issuing 
General Obligation Bonds. The City than repays the money 
plus Interest over a period of years with prope11y taxes. General 
obligation bonds must be approved by the voters. (See also 
'Revenue Bond".) 

HISTORIC DISTRICT (PROPOSITION J) - A [160{/raphical area 
legally designated to protect and preserve historic; bUlldlngs 
and structures. 

HOTI:L TAX (PROPOSITION D) - A tax added to the rental of 
hotel rooms. 

62 38·C?62·EN-N08 

MAYOR'S OFFICE OF HOUSING (PROPOSITION B) - The Mayor's 
Office of Housing coordinates efforts to maximize housing 
opportunities for low-income households and individuals. It 
administers a variety of housing programs funded by federal, 
state, and local sources. It also works to coordinate the efforts 
of federal, state, and local housing agencies. 

MEDIAN INCOME (PAOPOsmoN B) - A level of income based on 
all Incomes earned within San Francisco. Half of all .San 
Francisco households have incomes above this level and half 
have Incomes below this level. 

MISDEMEANOR (PROPOSrnoN L) - A minor crime or offense 
that is punishable by a fine and/or a Jail sentence of one year 
or less. 

MIXED U9E AREA (PROPOSmON D) - An area where there are 
multlple significant uses such as housing, oHice buildings, 
retail, and Industrial uses, and open space and parks. 

ORDtNANCE (PROPOSITIONS K-T) - A local law passed by the 
Board of Supervisors or by the voters. 

OVERSKlHT (PROPOSITION A) - Watchful care or management; 
supervision. 

PARENTAL LEAVE (PROPOSITION G) - Polley that allows par­
ents to temporarily leave their Jobs to care lor a child. 

(continued on the next pagr,) 
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WORDS YOU NEED TO KNOW (continued) 

PASS-iHROUGH (PROPOSITION A) - To reco11er an increase In 
property taxes by passing on a portion of the cost to tenants. 

PLANNING COIIMSSION (PROPOSITION J) - The City commis­
sion responsible tor adopting and maintaining a comprehen­
sive, long term general plan for 1ulure Improvement and devel· 
opment of the City. 

PROPOIIITIOtl (PROPOSITIONS A-V) - Any measure that Is sub­
mitted to the voters for approval or disapproval. 

PUBLIC UTILITIES CoMMISION (PUC) (PROPOSITIONS H, I ANO R) 
- A City agency that provides water. wastewater, and munici­
pal power services to San Francisco. 

Pueuc UTILITY (PROPOsmoNs C, H, I ANO R) - A privately 
owned company that provldes utility services to the general 
public, such as an electric company, cable company, or bus 
line. State law regulates public utllitlas. 

OUI\UFIED WRrr£·1M CANO!DAll: - A parson who has com­
pleted 1h9 raquired paparworl1 and signatures for Inclusion as a 
write-in candidate. Although the name at this person will not 
appear on the ballot, voters can vote for this peirson by wrldng 
the nama of the person In the space on lhe ballot provided for 
write-in votes and following the specHlc ballot instructions. The 
Department of Elections counts write-In votes only for qualified 
wr1le-ln candidates. 

ijECALL (PROPOSITIONS E ANO F) - The process by which vot• 
ers can remove an elected official from office. 

REFERENDUM (PROPOSITION F) - The process by which voters 
can overturn leglslaUon enacted by a governing body such as 
lhe Board of Supervisors. 

REVEJ.IUE BOHO (PROPOSITION H) - tithe City needs money to 
pay for something, such as the construction or repair of a facll­
lty, the City mey borrow the· money by selling bonds. The City 
pays back the money with Interest. Revenue bonds ara bonds 
that are paid back using money such as fees collected by the 
department which Issued the bonds. Thesa bonds are not 
repaid with prope11y tax money. (See also "General Obligation 
Bond".) 

SALES TAX (PROPOSITION P) - A ta,c added to the sale of cer­
tain retail goods. 

36-CPS3-EN-N08 

SAN FRANCISCO MEDIAN INCOME (PROPOSITION Ei) - See 
"Median Income". 

Se1s111c (PROPOSITIONS A AND N) - Relating to earthquakes. 

SET•AslDE (PROPOSITIONS B AND S) - The amount of money 
in the City's budget that must be used for a particular 
purpose. 

SEX WORKERS (PROPOSITION K} - Prostltutes or other poopla 
who work In the sex Industry. 

SIGNATURE REQ\JIREUEHTS {PROPOSITION E) - The number of 
signatures required by law. 

iERM (PROPOSITIONS E, F, J AND P) - The period of time for 
which a public official may hold his or her office. 

TRA.UYA Can-ER (PROPOSITION A) - A hospital equipped to 
provide comprehensive emergency medical services. 

VOTING BY MAIL (FRECUENTI.Y ASKED 0UESTJ01,1$) - Also 
known as absantee voting. See page 7 for more information. 
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AN OVERVIEW OF SAN FRANCISCO'S DEBT 
WHAT IS BOND FINANCING? 

Bond financing is a type of long•tarm borrowing usad to raise money for projects. The City receives money by selling 
bonds to Investors. The City must pay back the amount borrowed plus interest to those investors. Toe money raised 
trom bond sales is used to pay !or large capital projects such as !ire and pollce stations, affordable housing programs, 
schoo1s, llbrarlas, parks, and other city facilities. The City uses bond financing because these buildings wlll last many 
years and their large dollar costs are difficult to pay for all at once. 

Types of Bonda. There are two major types of bonds-General Obllgatlon and Revenue. 

General Obligation Boncls are usad to pay for projects that benefit citizens but do not raise revenue (for example, 
police stations or parks are not set up to pay for themselves). When general obligation bonds are approved and sold, 
they are repaid by property truces. General obligation bonds Issued by the City must be approved by a two-thirds vote. 
The San Francisco General Hospital end Trauma Center Rebuild Bond on this ballot is a general obligation bond to 
be issued by the City. 

Revenue Bonds are used to pay for projects such as major Improvements to an airport, water system, garage or other 
large facilities which generate revan1Je. When revenue bonds are approved and sold, they are generally repaid from 
revenues generated by the bond .. flnanced projects, for example usage fees or parking fees. The City's revenue bonds 
must be approved by a majority vote. There Is no revenue bond on this ballot. 

WHAT DOES IT COST TO BORROW? 

TQe City's cost to borrow money depends on the amount borrowed, the Interest rate on the debt and the number of 
years over which the debt will be repaid. Large debt Is usually paid off over a period of 1 O to 35 years. Assuming an 
average Interest rate of 6% the cost of paying off debt over 20 years Is about $1.73 for each dollar borrowed - $1 
for the dollar borrowed and 73 cents for the interest. These payments, however, are spread over the 20-year period. 
Therefore inflation reduces the effective cost of borrowing becauoo the future payments are made with cheaper dol­
lars. Assuming a 4% annual lnflallon rate, the cost of paying off debt in today's dollars would be about $1.18 for every 
$1 borrowed. 

THE CITY'S CURRENT DEBT SITUATION 

Debt Payments. During flscal year 2008-2009 property tax payers In the City wiN pay approximately $245.6 million of 
principal and Interest on outstanding bonds of the City and the other issuers o1 general obllgation debt (San Francisco 
Community College District, San Francisco Unified School District and Bay Area Rapid Transit District). The property 
tax rate for the year will be 16.3 cents per $100 of assessed valuation or $641 on a home assessed at $400,000, 

Legal Debt Limit The City Charter Imposes a llmit on the amount of general obligation bonds the City can have out­
standing at any given time. That Hmlt Is 3% of the assessed value of taxable property In the City - or currently about 
$4.3 billion. Voters give the City authorization to Issue bonds. Those bonds that have been Issued and not yet repaid 
are considered to be outstanding. As of August 1, 2008, there were $1.14 bllllon in general obligation bonds Issued 
by the City outstanding, which Is equal to 0.80% of the assessed value of taxable property. There were an addltlonal 
$447.8 mlllion In bonds that are authorizfld but unlssued. If all of these bonds were Issued and outstanding, the \o· 
ta! debt burden would be 1.12% of the assessed value of taxable property, Bonds issued by the School District and 

) 
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Community College Dlstrl~ and Bay Area Rapid Transit District (BARD do not increase the City's debt burden lor the 
purposes of the Charter limit, hOwever they are repaid by property taxes (see Prudent Debt Management below). Part 
of the City's current debt management policy is to Issue new general obligallon bonds as old ones are reUred, keeping 
the property tax rate from City general obligation bonds approximately the same over lime. 

Prudent Debt Management Even though the City is well within Its legal debt Umit In Issuing general obligation bonds, 
there are other "prudenr debt calculatlons used by bond rating agencies when they view the City's financial health. 
These agencies look at most types of local and regional debt that are dependent on the City's tax base - our general 
obligation bonds, lease revenue bands, certilicates of participation, special assessment bonds, school and community 
college district bOnds and BART bonds. They then take that debt as a percentage of taxable assessed property value 
for the City and the result Is called the overall debt ratio. Munlclpalltles comparable to San Francisco have an aver­
age overall debt ratio of 4.0%. The City currently has an overall debt ratio of 2.29%. Whlle this Is under the national 
average debt ratio, the City needs to continue ID set priorities for future debt to continue to maintain good 
credit ratings that, in tum, are a algn of good 11nanclal health. 

CITIZEN OVERSIGHT OF GENERAL OBLIGATION BONDS 

Voters must approve U,e purposa and amount of the money to be borrowed through bonds. Bond money may be spent 
only for the purposes approved by the voters. 

i=or general obllgatlon bonds issued by the City of San Francisco, lhe Citizens' General Obligation Bond Oversight 
Committee re\'iews and reports on how bond money Is spent. The nine members of the Committee are appointed by 
the Mayor, Board or Supervisors, Controller, and Clvil Grand Jury. If the Committee finds that bond money has been 
spent for purposes not approved by the voters, lhe Committee can require corrective action and prohibit the sale of 
any authorized but unlssued bonds until such action Is taken. The Board of Supervisors can reverse the decisions of 
the committee by a two-thirds vote. The Controller may audit any of the City's bond expenditures. 

Prepared by Ben Rosenfield, Controller 
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Looking for the l·egal text? 

The full legal text of all ballot measures 
is printed at the back of the book. 

The text starts on page 227. 
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Modifying the Payroll Expense Tax m 

PROPOSITION Q 
Shall the City specHy that certain partnerships and other businesses are subJecl lo the 
Cl1y's payroll expense tax and expand the PllYroll expense tax exemption for small busl· 
neuea so that bualn&S$81 with annual payroll npenses of $250,000 or leas would not 
have to pay the tax? 

YES .. 
NO .. 

.. .. 
Digest 

by the Ballot Simplification Committee 

THE WAY IT IS NOW: The City Imposes a 1.5% tax on the payroll 
expenses al busJnesses that have employees wor1dn11 tor them In 
San Francisco. Payroll expenses Include salartes, wages, banue­
ee, and commlssiollS. The payroll expense tax does not apply to 
compensatlon to owners of certain partnerships and businesses. 

The City's payroll expense tax does not apply to small businesses. 
A company qualifies as a small business 1111.s payroll expenses do 
not e,cceed $166,667. 

THE PROPOSAL: Proposltbn a would speclly that the City's 
1.5% payroll expense tax appllas to compensation paid to share­
holdern of professional corporations, members of limited liability 
companias, and owners (If partnerships for U1olr services. 

Proposillon a would nllow thsse typBS of businesses to choose 

• determine how rnucn of 1he payment to Its owners Is taxable 
compensation ror services, or 

• calculate payroll expenses 1or each owner using a formula 
specified In the Tax Code. 

Propoaltion a would also expend the City's payroll expense tax 
exemptkln for small businesses. Beginning January 1, 2009, small 
bUslnesses With annual payroll expensas of $250,000 or Iese would 
not have to pay the City's payroll expense tax. E\18ry two years, lhe 
City would Increase the $250,000 ceiling to reflect inflation. 

A "YES" VOTE MEANS: If you vote "yes," you want to specify lha1 
certain partnerships and other businesses are subject to u,e City's 
payroll expanse tax, and you want to expard the payroll Rxpense 
tax exemption for small businesses. 

one ol two ways to calculate how much of the payments to their A "NO" VOTE IIIEANS: 11 you vote •no," you do not want ta make 
owners is ·11 taxable payroll e)lpense. Toe business could: these changes. 

Controller's Statement on "Q" 

City Controller ~n Rosenfield has Issued the following state­
ment on the fiscal Impact of Proposition a: 

Should this ordinance be approved, in my opinion, It would 
result In a net annual tax rev1mue Increase to the City of approxi­
mately $10.5 million. The ordinance would change the number 
and types of bualnee.sea In the City that ·pay the payroll lax. 

Some types cl corporations compensa!G their partners by pay· 
In~ them a share of the flrm's annual profile In addition to any 
salary paid for services rendered. Currently, the City's payroll tax 
ls not paid on these profits. Toe proposed ordinanca would require 
the payroll !Ell( to be paid on all partner compensation, excluding 
returns on Investment, end would result In eddltlonal gross annual 
tax revenue of approximately $17 mllllon. The businesses that 
would be atfected are typically law, accountlng, medical, and al.her 
types of prolesslonal corporations. 

The ordinance would also Increase the small business tax 
exemption. Cumm~y. businesses with a payroll of up to $167,000 
do not have to pay the payroll tax. The ordinance would raise this 
limlt to $250,000 exempting 111ddi1ional businesses, and resulting 
In decreased gross lax revenue of approximately $6.5 million. 

How "Q" Got on the Ballot 

On July 29, 2008 the Board of Supervisors vatod 10 to O to 
place Proposition a an the ballot, 

The Supervisors voted as follows: 
Yes: Supervisors Ammlano, Chu, Daly, Dully, Elsbemd, MiiXWell, 
McGoldr1cl<, Mlrl<artml, Peskin and Sandoval. 
Exculled: Suporvlsor Allolo-Plar. 

THIS MEASURE REQUIRES 50%+1 AFFIRMATIVE VOTES TO PASS. 
AAOOMENTl> FOR ANO ACWNST lltlS MEASURE IMMEDtATB.Y FOU.O'N llt1Si1WlE, THE FULl. TEXT BECllHB ()tj PAGE 264. 
SOME Of lllE WORDS USED IN TI1E BAU.OT DIGEST ARE EXPlAINED ON PAGE IS1, 
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[i] Modifying the Payroll Expense Tax 
This disclaimer applic.~ lo the proponent'urgoment on Ibis page. The Br>ard of Supervisor~ authorized the submission of the follow­

ing argument. As of rhe dale of the publication of this \titer litformolio11 Pamphlet, the following Supervif;ors endorse the measure; 
Superviso~ Ammiwio, Chu, Daly, Dufty, Blsbemd, Max.well, McGoldrick, Mlrkariml, Peskin and Sandoval; take no position on the 
measure: Supervisor Alioto-Pier. 

PROPONENT'S ARGUMENT IN FAVOR OF PROPOSITION Q 

CLOSE THE TAX LOOPHOLE; HELP SMALL BUSINESS. 
VOTE YES ON Q 

San Francisco's small businesses a.re the ba<:kbone of our neigh­
borhoods and local economy. They create jobs, provide services 
nnd contribute lO lhe vibrant, diverse city we love. Voting YES on 
Proposition Q helps small business by incre11Sing the small busi­
ness payrol I laJt cxemplion - and at the same time closing a loop­
hole for !11rge downtown finns that aren 'l paying their fair share. 

YES ON Q HELPS SMALL BUSINESS 

Proposition Q 6ignificantly increases the number of sm11ll busi­
nesses wh-~ will be ellempt from our local payroll Lax.. Currently, 
a business is exempt if its total payroll is under $166,000 per year. 
Proposition Q increases the threshold to $250,DOO - he,lping more 
than I ,600 borderline and at-risk businesses who need H. boost. 

This will enable our small business.es co hire more employees, 
expand ltenefits, and provide additional services to our communi­
ties. 

YES ON Q CLOSES A TAX LOOPHOLE 

While local small businesses PilY their fair share, many l!l!gc 
partnerships - such as downtown Jaw firms - have round a way to 
avoid paying their share of tbo payroll m . Tax experts estimate 
that the city loses up to $19 million each year because of this 
loophole. 

SAN FRANCISCO IS UNITED FOR PROPOSITION Q 

Democrats and Republicans, lllhor and business, and neighbor­
hood advocates from every corner· of San Francisco arc uniting to 
close the loopholes and help small busine$S. Please join us and 
vote YES on Proposition Q. 

San Frandsco Demcx:ratk Parry 
San Francisr.o Small Business Advocates 
San Fr1J11cisc11 Firefighters Local 798 
Board of S11pen•isars Presidenl Aamn Peskin 

REBUTTAL TO PROPONENT'S ARGUMENT IN FAVOR OF PROPOSITION Q 

, . . ' 

NO REBUTIAL TO PROPONENT'S ARGUMENT IN FAVOR OF PROPOSITION Q WAS SUBMITTED . . . . . . . . 

Arguments printed on thl1 page are tht opinion of the authors and have not been checked for accuracy by any offlcl11I agency. 
Arguments n printed as submitted. Spell!ng ,nd grammatical eJTOtS hive not been corrected. 
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OPPONENT'S ARGUMENT AGAINST PROPOSITION Q 

. . . NO OPPONENT'S ARGUMENT AGAINST PROPOSITION Q WAS SUBMIUED . · · . .. ' . . . . . . . . . 

REBUTTAL TO OPPONENT'S ARGUMENT AGAINST PROPOSITION Q 

. NO REBUTTAL TO OPPONENT'S Al:IGUMENT AGAINST PROPOSITION O WAS SUBMITIED . 
. ' ' 

Arguments printed on this pag• •re the opinion of the authors and have not betn checked tor accuracy by any offlctal agency. 
Arguments are prlnled as submitted, SpelUno and grammatical errors have not been corrected. 
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PAID ARGUMENTS IN FAVOR OF PROPOSITION Q 

These difficult economic time.rare plunging more and more San 
Franci.rcans into poverty and homtltrsn~rs. Increased revenue is 
imperative for the protection of these most vulnerable members of 
our community. Therefore, Religious Witness strongly supports 
Proposition Q, 

- The Steering Committee of Religious Wirness with Homeless 
People 

Toe true source or funds for the printing lee of \his argument Is 
Religious Witness with Homeless People. 

SUPPORT OUR KIDS! VOTE YES ON Ql 

By closing a corporate tax loophole Proposition Q will provide 
vital revenue the City needs to support essential services like qual­
ity child care, violence prevention programs and housing for 
families, Stop the corporate giveaway and suppoI1 SP kids by vot­
ing YES on QI 

Coleman Action Fund for Children 

The true source of funds lor the prinHng fee or this argument Is the 
Coleman Action Fund for Chlldmn. 

State Senator Carole Migden 
Assemblyman Mark Leno 
Treasurer Jose Cisneros 
Supervisor Tom Ammiano 
Supervisor Bevan Dufty 
Harvey Milk LGBT Democratic Club 

The true sourca of lunds for the printing lee of this argument ls 
Closa the Loopholas - Yes on N, Yes on a. 

The contributor to the true source recipient committee is the San 
Francisco Democratic Party. 

Our small business owners pay more than their fair share of the 
tax burden, Vote Yes on Q to support San Francisco's many Asian 
American small businesses! 

SupeTllisor Carmen Chu 
David Chiu, Small Business Commissioner• 

•For identification purposes only; author is signing as an indi• 
vidual and not an behalf of an organization. 

The lrue source ol funds for ttle printing fse of this argument ts 
Close the Loopholes - Yes on N, Yes on Q, 

SF LABOR SAYS CLOSE TIIB LAWYER LOOPHOLE AND The contributor to the true source recipient committee ls the San 
SUPPORT SMALL BUSINESS -- VOTE YES ON QI Francisco Democratic Party. 

Small businesses are a vital part of San Francisco's economy, 
employing thousands of workers and fueling economic growth. 
Vote YES on Q to close an unjust taK loophole IIJJd promote jobg 
and a stronger SF economy. 

San Fr1111cisco Labor Council 

Small businesses are the cornerstone of our community and the 
heart of the city'6 economic engine. Proposition Q closes an unfair 
loophole while helping lo support our local small businesses. 

San Francisco Democraric l'arty 

Tile true source ol tunds tor the pr1nllng tee ot this argument Is The lrue source of funds for the printing fee ol this argument Is 
Close the Loopholes - Yes on N, Yes on a. Close the Loopholes - Yes on N. Yes on a. 

The contributor to the true source recipient committee is the San 
Francisco Democratic Party, 

The contributor to the tru11 source recipient committee is the San 
Francisco Democratic Party. 

JOIN LGBT LEADERS IN VOTING YES ON Q _ SUPPORT POLICE, FIREFlGHTERS, SHERlFFS , AND LAW 
SMALL BUSINESSES! ENFORCEMENT OFFICIALS SAY"YES on Q!" 

San Francisco's LGBT leaders urge you to support small busi­
nesses by ~forming our payroll tax and closing the unrair partner­
ship loophole. 

Budget deficits have meant cuts to public safety programs in 
San Francisco this year. Proposition Q closc:s an unjust ta~ loop­
hole and will provide additional funding for crucial local services. 
Join us by voting YES on Q! · 

Arguments printed on this page 111'1 the opinion of Iha luthon and have net been Checked for accuracy by any ottlclal agency. 
Arguments are printed aa submitted. Spelflr,g and grammatical 8"'01'11 have not beltll correc1ed. 

196 38•CP196·EN·N0B iiiiiaiaii_.,..._ ________ _ 
337 



e 

-· 
Modifying the Payroll Expense Tax m 

PAID ARGUMENTS IN FAVOR OF PROPOSITION Q 

San Francisco Police Officers Association 
San Francisco Firefighters Local 798 
Sheriff Michael Hennessey 
David Wong, SF Deputy Sheriffs' Associiltlo11• 
District Artorney Kamala Harris 
Public Defender Jeff Adachi 

•For identification purposes only; author is signing as an indi­
vidual and not on behalf or an organi:z:alion. 

The true source ol funds for the prlnUng fee of this argument Is 
Closs the Loopholes - Yes on N, Yes on a. 

The contributor to the true source recipient committee ts the SM 
Francisco Democratic Party. 

Prevent the closure or essential services - Vote YES on 
Propositions N & Q 

San Francisco community nonprofit health and human services 
agencies have experienced significant cuts this year. Ne,ct year, 
projections show that the deficit will be just es dev11£tating to 
esscnllal services. 

It is time to address our budget issues with additional re.venue. 

Propositions N & Q will raise critically needed revenue to pre­
vent the closure of program& serving the most vulner.ible San 
Franciscans. 1bese fair revenue measures provide resources to the 
City to prevent the loss of mental he.1hh and homeless services. 

Support comrnunlly services - Vote YES on Propositions N 
&Q . 

Pro1Jress Fo1mda1ion 

The true source of funds lor the printing fee of this argument Is the 
Progress Foundation. 

Ar9umenla prlntld on \his page a111 the oplnlOn of the au1hora and hive not been checked for accuracy by any olflclaf agoncy. 
Argum11nts art printed as submitted. Spe1Ung and grammatical errors have not been corr!ICted. 
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PAID ARGUMENTS AGAINST PROPOSITION Q 
While we applaud any tax. reduction, especially for small busi­

ness, this is 11 wolf in sheep's clothJng. Instead of reducing taxes, 
Measure Q will increase net taxes by over $ !O million • a hit that 
San Francisco businesses can't afford. Send a message 10 our 
elected leaders: stop playing games end reduce tllll.es ncross the 
board. 

NoonQ 

San Francisco Republican Party 

Endorsed Candidates 
Conchita Applegatt, Assembly District 12• 
Harmeet Dhillon.Assembly District 13 
Mike DeNunz/o, Supervisorlal District 3 

Officers 
Howard Epsrein, Chairman 
Walter Armer, VC Political Affairs 
Ja11et Campbell, VC· - Special Events 
Leo uu:ayo 
Christopher L. Bowmart, VC • Precinct Operations 

Mcmberw 
121h Assembly District 
Michael Antonini 
Stephanie Jeong 
Barbara Kiley 

13111 Assembly District 
John Brune/lo 
Alisa Fare11zena 
SueC. Woods 

*For identification purposes only; author is signing Wi 11n indi­
vidual and not on behalf of an organization. 

The irue source or fund, lor the printing lee ol this argumen1 is the 
San Francisco Republlcan Party, · 

The throe largest contrlbutora to the true source recipient commll· 
lee are: 1. DGF Y2K Speclal Purpose Trust, 2. PG&E, 3. CA. 
Republican Party. 

Arguments printed on this page· &1'9 the opinion of lh1 autliora and hav1 not been ct,eckld for accuracy by any offlclal agency. 
Arguments are printed ae submitted. Spelllng and grammatlcal tn'ora have not been corr&eted. 
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LEGAL TEXT OF PROPOSITIONS P AND Q 

rbJ The vatm ~11, 1b< TrJW.£PPrnCion Autharizy. as a mmw ~r 
Citv ,pal/r;y CD marimtu clJlcknr;y bv boYlat :111ff niaanaa.r mr lbc 
Tran.rpar141Ion AutbQrlty acr:ftmn<d, to the i:xteot praa!cable bytmn-­
ciei and dapartme.nt.t qf rbc Ott and Couao, co ma.rimiit li.sc:al arnzwzt · 
@WO/ b;y ab1alnlne UPCC! (lfl{11tl;ial ca/,:w bc(rzrc udopriao qfAut/wrtcy 
11.udicu, and (Q nuu(m/,, ®611c: auawt(Qbi~ 61' qdoprfa• rtu: WIW 
clhfq urui public a:card.r lam rhat apJllv to tht Cfty qnd CQwn,. 

PROPOSITION Q 

Ordln1.11ce s1tfunlltiar to "" raka an ardlnancc amending the 
BWilnm and Tu Regulatlona Code by UJ. amending Section !>02,l 
a!lll addini: Section 902.2 to clarify the tu llablllty of ''pass throogJI 
en6des" under the Payroll Expense Tax Ordlnante, lncludlng part. 
nershlpa, Subchapter S corporations, llmlted llahlllty companltt, 
Umlted li11bWty partmllihlps and olher per.&OM or eatlUes not sub­
ject to federal lnrome tax or which an allowed a dedudlon In com. 
puling 11Uch tax for dlstrlbullona to the o,mers or benellclarl'5 of 
such penollll or entitles atuiia,ai{ylaual< h4dnzc mcc1,s;r/c, of fiVAklt 
Jl!IXroll Wl(DU (qr uwam o{;<P$ tbroutb catU;v C2QO% ctf rnarpcnio· 
tlon {or Us mm hlvbt, qgld qwu#I« af«molovm:, wrltfcd «atlty bM 
qt lea-si 1 rNlnw:csl· ws4 Cl! /1/V/ldblf ~a 905-A 10 lnCl'f4.!'.c the 
S!llml. BMS/IJIIII Ta R,uznatlots ta lnclMb cjll tarpeyoa MW ~ 
pllJl.lQ!l Cl;DC/lU~.U-

No<c: Additioo, are uazlt.:Hlidnline i(allc;1 Zirn"-l New Rnmaa. 
Deletion, are~-Ht.11·1l11ma11. 

lk-h..Jai,i,.ilrj~~~ 
Frt,ttd..,-. 
~ DEDAI/JEJl. thJJJ. Pizursuant tu Arti~le Xll!C of the 

Constitution of the S1111e of California, 11" Oaurd a/Sueco:iws brn;f.x 
~bm.iu lhi5~ ordinance ah,,..'fl,~ ttMfffiH.M to the qualifi.cd clcclo~ of the 
City and Coont.y of S~ Franclseo; 01 the November 4, 200B general 
r:1u11icipB.l election ~sluiJI become o~rativc ouly if 
app roved by tqc qWllificd electors Bl suclt el1eetion. 

Br. tr arr/oiaal by th! Pcppfr Q.f the Ci()< and Ca1Ca0' of Son 
E:raociscn: 

Section JJ,, The San Franci~co Business and Tru:. Rcsulallons 
Code is hc!t!by nmcndcd by amending Section 902. l and adding Seel.WR 
902.2 to re11d es follows: · 

SEC. 902.1. PA.YROU.. EXPENSE. (e) The term "Payroll 
E~pcnse" means the compensation paid IO, on behalf of, or for Ilic bc:n­
en1 of an individual. /acl/ldiar marcbaldccs ofa aaz[miannl cm;para· 
cion auz Um/red Uabllirv Campafly C"fl.C"I including salaries, wages, 
bonuses, commissions, jll'Qperty issued or transfe~ In e11changc for 1h~ 
performance of &erv1'75 (Including but not limited to stock options), 
cam.p;cn.rotlon foe .fCCYICG.r ca owner: Q.[ aar.r·throu1h carr'lf,.s and any 
Other fotm or compensation, who during any llllC year, perform work or 
render services, In whole or in pan In the City; and if more than one 
individual or shaah01dm af a 11mfwioaal corqorociaa or members of 
aa..LLC..during any tax year performs work or renders services in whole 
or in pan in the City, the tenn "Payroll El'.pense" means the total com­
pensation paid including salaries, wages, bonuses, commissions, prop­
cny issued or transferred in exchange for the perfonnance of services 
(including bur not limited 10 uock.option<) la addj(ion 10 WO' comae/Ila· 
tiun far urvices IQ cmacrr a.I pau-f.brough ea/Illa · and any otber form 
of compensation for scCTiccr. to all such individuals and sborchaldi:rs qf 
o omrculanot eorpora1lP11 or m,mbw ofao uc. . 

(b) Any pcnon that grant! n service provfder a right ro qcquirc 
an ownership Interest ,n ~ ch person in e~chlUlge for the perfonm= of 
mvicc.~ mall include ln Its p.,yrnl l expense for the ta~ year In wltlch such 
risht is exercised sp amount equal to the excess of 
(i) the fair mnrket value of such ownership inte~st on the date such rlitlt 
is cxcrci!ied over · 
(ii) the price paid for such interest. 

··-· ,. 

(c) Any lndlvldual compenSBt!ld in his or her capacity as a real 
estate 111le1pcr50n 9r mongagc proccsSQr shell be deemed an cmployi:c 
or the real estete broker or mongage broker for or under whom sucb 
individual performs services, and any compensation received by such 
lndivldu11I, including compcnSJ1.tlon by way of commi$Sions. shall be 
lnch.1ded in the payroll eq,cnse of such broker. For pur;,oses or lhl~ 
Si:.c:lion, "n::al estate broker" 1111d "mongage broker" 11:!er co an'j' IJ1dl­
vldu11I UcenllCd !5 suoh und<or the lllws of the St.etc of Callfoml • who 
engages the 6Crvices of &&lespersons or a sale,pcrson, or of mortgage 
pror:e.ssors or a mongage processor, to pcrl'onn services ln the busi~ss 
which such broker conducu u.nder the adthorlty of his or her license· a 
"sale&person'' ls an individual who ls engaged by a real eruite brokcr'to 
perform service~, which may be contlnuo1.1& In nnturc , as a re.ii est11te 
salespcnon under an agrumcnt with a rul estate broker, regardless of 
wheth.er. me lndlvldual Is licensed as a real estate broker under the laws 
of the Stare of California; a "mortgage processor" Is 8Jl indlvldual who is 
engagw by 11, rc:al esmte broker or mongnge broker to perform ser,,ices, 
which may be c.ontinuoos in nlltune, as a mongage processor under an 
egroc.rnent With such tel11 estate broker or mortgage brokc.t, regardless of 
whether the mortgage processor is also licensed as a mortgege broker 
under the laws of the State of Califomia. 

(d) All compen&Dilon. Including all puss-through compensruion 
for services paid to, on behalf oi, or for the benefit of ownett of a pm· 
through entity, shall be included In the calculation of such enfily's payroll 
e1pcnsc !AX base for purpo;es of detcrmlning such cntiry '~ w liability 
under thls Article, For purpose~ of this scctioo, the "pass-through com­
pen6atlon for services" of a. pas5-through eiitity shall be the aggregate 
compensinion paid by such cotity fot personal services rendered by all 
such owners, and 1ball nor Include a~y return.on capital lnvesmicn1 . ·nie 
1D~payer may calculate th~ lllllDUnl of compenSl!tlon co owners of lhe 
entity tubje_O'I u:, the Payroll E~pen.se Tu.1., or the wpayer may pn:sumc 
that, In addition to amowns reported on a W-2 for.m. lhe amount subject 
to the payroll e~pense tax is, SIG% ef fM aml!J11~e1 ~ld11i11g, from 
+mrl6j'ffteltl !h,i~m. "'-~ e1111'1) fiufo*l'i:l/.ift(!D~-,. 
.Jm:...mcb 1m1u't; an gm(juor thnr iv QYQ -hua4mt omcnc CZ/JQ'if,l qr che 
al'<cai:c mwuol compecmlflaa paid (DJlil..RM)lll(Qj, or for the benefl1ol 
tit, cmp(Qyccr of ib, pasHbn:tueh wrlzy whose c:amocrrrariotr i.r in rbc 
ta,a <1uacat, 11,: 25%1 of rb, cmlty'r emolayw who arc based in we 
CiQ,· arnviiud tl,r cotal awukcc Q.lcawl<o'~cs a[1f1e eofizy basal In rbr 
!Jl:w~/mH. -

ScC 902 2 PASS-THRQUQfi fW'WY. Tbc teem "pasNhro11~b 
entity" lnclwiar a rrust Partocrah/a canwarion ckn;rlh,:d In Sulx:bapirr 
S af lhc lakcaol Bcvcauc Cade ar 1986 w: arncmled limited /jahifo 
c:ammmy umiu:d Ilabll/rJ! parrnerrbip pro&sstQDll{ comoratidn and uny 
otlru wwo or ,ntlo, (Qdwi'. ,J,qn a dlrmordai roc/!Y fQr federal /ncome 
ID+ tzurnaml whicb 1,r aat Jub,irct to th¢ lacarne car imomrd Jzy Subtlrlc 
A Cbaprrc I Q.f tho latccoal B1:reauc Code of 1 OB6 ar amended re 
which 4 ollwrd a tfaducriaa in camputiag .rnc/r tar (nc d£url/1.uciaus 1a 
the owners ar bcacflclarle1 ofsucb ocrson or m1iry Any acww cccmm 
~ aa~au:ntq[tha Pczym/1 l;wrorc 'Zia;: uadr:c Si:criaa 2()5 A or 906 r,J 
lliit dcac/4: rboU nat 1/c df.tqualilftd (mm ac dcnk:d Skcb Mrmp/ioa a,« 
wu/1 afbdnr a "ruzq-1/;rougb entity" uadrc this Swlon 
. Semlon 2 Thr San Franari:o Bu#aoss and Tax Beruwiiaat Cud, 
u: bcccby amended 11.v amr:ad/ar Scatioa 905-A IQ rrad a.r fo/Jow.r · 

SEC 905-A, SMACL BUSIN'E'\$ ~X EXFM?I'IQN. 
fa/ Norwithnandlnt amo aibu prortslaa.r ofthir Artie": ''muz// 

bu.rinrn cnrca,rlm" Ql bro:/aaftcr d<fincd, tlmll b: ,.rcmpt From ooy­
mcat q.ftbc Poymll Emc11,1,: Tor provided bowmt' thnt ,rmall bu,rinm 
cnrecprim shall pay the PMwil cn/stratlon fu uurruah1 ra swlon ll.ll 
~Ucctdc 12 

lb/ w 1mn "wall busin•u animzrisr:'' w«U mi:oa aod lndudt 
anv lw:aaver · 

. . w Wims.: 1ax lfqbU[zy--undu 1hjr Articfr hut for this ,::umotioa 
onmsioa wuutd not ,:;n;c,:d $1 mo cmd or errw1 .. , Jqnuap1 1 2009, 
uWare: tawbfr orzymtl c:rpeav doc.1 ao, rxct'd $2-SQ nno and · 
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(21 Wbahm filed a till n:tum b rbr Casi oo,c q!Echruar.y (qr die 
prmdiar tar year; I/ cbc tamayg i,lls lQ file a mrum fa rhn1 dqu. rbc 
,axpgm wzll tu: $!VdW w a ocna{ry as sper:Vi¢ la ruaw::cton Cdl 

(cJ Eoribe 2011 wwc, amtm secaad suwrdfne rauw 
the Tar Callmoc sfJQll iacn:au 1/te ccUlne roe tbc Small Business Tar 
E,mnptlqn CmumJcd w rbe aratru SIQ,{XX) faco:mcoll ta a:ffect iar;;r:rn•· 
as in tbc United States Dmurm,1111 Q/1.Abor's Buaa11 ofl,nhar s,atisdcr 
cmt111mcc ndcr tndc.r for aJ/ urban Clif/lJWW far tbe Sad FrQ11c/sco· 
Oaklont/-Sna lru.e aa:a far cacb of the nrmdint nvo tar l'WS 

{di [a lieu qfdte P<aR(b, mccifkd In Sccrian 6.J 7-3 aftbi'l Aaiclc 

~%~t:1t:;li!~~=z;rm~;;:T~=feiu:%~:! 
/zy th,:. /aJI date q( &bcwoi shnll pay a pcaolf)! ai fal/aw.r · 

W /ftbr:- pman's Przya,11 ~re Tu !labliic, under tblldctkk. 
bm ror rtv small bu,rlnm W01l1Uan wulcc (bis Mc:Uaa would be Im 
1ha; SI 000 tbr l/COR(ry shall ht SIOQ vtl/J 10% Q/ the amaunr Q/sucb 
lfol,/lltv. Cnc coclr month ur ftactlan thca:o.G Mor the a:curn Is dcllaqueac 
uo ,a a wariawm amount caual IQ rbc .Of!CSO(l 's liabilllJ azc sur;h tax but 
for ilu: ;111llll hu:taw mma,iQn · 

Cl t lfthc acz:roa '·• Pqym/1 Es®asc Th& llabtliQ! under 1hi,,, 6,rliclr, 
bu, rnr ,tr, mzal/ bulaw c.rmnptiaa Ufldq !his smwa would he $1 OQQ 
or man;, wa th~ acaalr1 shall be $250 0/111 IQ'i a.l(bo amqunr q,fsuefr 
Uobtll/l' wr each monrb or fraction tbcM~C (1141 the n:tw:b is dcUr14uea1 
un ca a mari= amou1t1 equal ,a the IH/UQO "; liabllizy rnr ,rucb car bu1 
me the mall bur/am t.xc1TU1cfan 
~ re I The Tar Callrctar M· la /Jir or bee dfsaretlon. reduce the 
P£N1.{Ji.."1 fnrth in r11buctiaa <c:I to 001 (i:sr than $!00 ,~ooa a sh-rnvinl' 
riJIJLJlJ.c.Jm '1tld.M!.d1". 
l!l..wiUM 11ulr:a 

S«JlCl1.t.l..:U,iJ...o.®nana• does. Ml.CDD/18.e AAY al 1br PaymU 
f.!Jz§DS:. Tar rotts)a Sci;rlou ~H I and uq/Jirms du: cmn:mt curer. 

··- • =-= 
PROPOSITION R 

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

Section I: 1bc: Oceanside Wastewater Treatment Facilily, a public scw­
a&e and wastewater treatment facility ~rving the people of lhc City and 
County of San Francisco, shall be permanently renamed tt,c Ocorgc W 
Bush Sewage Plant. 

Section Z: This name cbangc 1hall take effect immediately upon the 
inauguration of the nc~I US Presidt:nt. 

Section 3: The facility's outdoor signage and website shall be updated 
when the name change lakes effoct. 

Section 4: St11tlonary. business cards, citY mnps and other public refer­
ences to the f11Cili1y ,hall also be updated. but may be updated whell old 
mat~rlals are replenished or reprinted. 

PROPOSITION S 

Ord!n.ance amending the Sao Frandsc.o Ad.mlnbtratlve Code by 
addln& Secilon 3.26, lo ~I.lab as; omclal City potlcy that the volm 
wW not appron lltll'I' sd·ulde! or other 111.1ad.a!N levds of spendln& 
without ldmt.llylng a new l'Lllldlna llO<UU r« the provam, aud lhat 
the duration and any annual growth In lhe set-aside or 11U1Ddated 
level of 1pendln11 be Hmlled, and amendln11 the San Frandsco 
Munlclpal Electfons Code by add!n& Scctioo 5.21, to reqwre tbat Uie 
voter lalonnatlon pamphlet Include a apedfl.c ControU,r' 1 analyd, 
or the llsclll Impact or II proi>()Eed new set-aside. 

LEGAL TEXT OF PROPOSITIONS Q, RAND S 

Note: Additions arc ,rini{c-u.ndt!rliae italics Times New Bornaa; 
del~tlons are 1111'/~lt,..,~!h i1c1ll~ 1l111e, N,e,., /l.,,int,r,. 

Be it ordained by the People of the City and County of San 
Franci&co: 

Section I. The San Francisco Administrative Code is hereby 
amended by adding Section 3.26. to read as follows: 
SEC. 3.26 BUDGET SE/'·A$lDES AND MA.NDATORY 
EXPENDD'(IRES, 

(qi fin&u, 
r l:flciaus J/Ou:r-apqrowJ urnviliaar of ca, Cfvvw require cha 

wO! ca ri:r aside aauimu a/ibc nmf1Ut1 tas Ccw ar tb, GcMra{ fuu4 fur 
nodlculac aumo-ses or: mbt:nYL~ czunu14tc camlauln: annual ooomarlo· 
l ions (qr rocci/fc ororrmzu: In addition raw approved ordinnnccr 
a/Jbau:b aar flrcally lliadiar also bnl'( tbe same nrac,icP1 ~«t VtiJ 
initiative aaliaaaa: a:Jrr.s 10 al/ theu: m,:oruccr includlne Uu:rea~ 
erlsdar mmtdob::t, ar ''S,1-Mtkt" Only the vorcrr Pl anQ/bcrc/cWou 
bovc the Qil/horitx 1a cbaaec the provl.riaM al tbm Srt-A,ridu 

2 Dt Gltit total mcau, [qr 6rcal year 200].QB was approx/. 
mnccly $6 OZ blWua But aal)! $21!3 bIWoa a(that cmuue war Oam:ral 
fllll1I rnancv dad ,if tire Omcral fund Paalan o.f the budw~ 
appro:timatcly SU ( blf/jqn ar 1B% Q/1bc wot im:uuc a:malncd avail, 
abk../J)r dlscccffaaacy spea4iae for «'I)' /mefril 1avrrncni:ntul our:.nast 

3. While these Sei-As!d:• olica lndfyidualbi orornou lqutiahfc 
1.whlic PKQzru:C.L. wllmivdy VIC /moalr rb, cqpadty q( tb, Mawr and 
~p,:eylsarJ w ,am arir one oftbe mru1 tnwmom &~ 
~w:1cd to m.Jacm under Iha~ -alfoaulnf 1~ 
Um/led twiwn:c:s ra 0111 swe tlld 11ubfJc /tlteres1. The tmrxzcr of lbeAl. 
~c-Arldes ql,tq bot /fml,ed 1h¢ ubilir,y al M& Mayqr anc( Uoor-Lfl.[ 
S11oeafsqrs to <ff~cllvdv mnaad to a:currinr budzct <I< fief ts, aad ha.t 
led ta miut:Ilons. In important public uryhz, du, ta th,: decllrziut llSlClian 
of 111¢ bu~,< 0•aUah/c [QC dlserct/on4ry sr,,:ndin~ ' 

£bl PalinJluuwliuv New Stt-A,ldes and Mqa,/qma 
BrJ1<nditutcs, The volm 11dm11 Lbe foUaYl/irJuJLJIJJW.a/ wliey Qj the 
Ci{y qn,J Cauacv ofSa11 f.rAnchru · 

I Th, votm wl/1 oar appravc rbe addition IQ tbc Cftt Cbw:tcr uJ 
any sci-Aside or arfn mc:asum 1har tw the effm efLfmWor ch, mad­
£111, dlsro:rCaa cz{ ibc Mqyar aa4 "" Hoard a( Supcrviwnr rm!~sLlflc 
mmiucc addlar the acwSct-d:/drn4:o nroyidaa waclfic adc:tJpotc 'l'11! 
J(JU(Cd (l{fundJ SQ (bar tht lmvlomcawUaa ofl/,e s,,-Aslde will not ca,i,xc 
a a«r dccrwr:- Ca CkacroUrmd r:mi:a«i:.i: V'.a/ ,he Mayor /Wd DgquJ 
would atbcrww have che dl,rcretioa 10 aliQcarc 1bmurb the hudi•t rzro· 
ccu Grnwb In meaues 6:nm uisdng waciiae wuro:,r .rim/I ""' .h 
r;an.ri,"1:cd o am ..f.rnroe qf fundia~ lac ib, nurpoic afthis roailoiun: , 

2 Tbc yorm will i:iur approve @Y aaou;,1 rnr!-of-livinr adhat· 
meac or athu crcalaciaa la we dp/lar amount oJ aay ac:w Stt-Aridt; tho! 
,:rccedr rlu: amouac qf the pdar ycar'r Sct .. Ari~~ 
Q/Jd.. 

1 The 1101ers will nor aoqrove aav n,w Ser-Aside ar prooaud 
crtcnisiaa ofan al,rrlar Sr!-A,rld, unk,g le qpiri:,i au1oma1irot(y 110 lai:c. 
than l Q years u.frec chi: 4tfealve date oflrs adordM · 

Section 2. The SIIII Fmicisco Municipal Elections Code is hereby 
amended by Gdding Section 521, 10 rc:nd 115 follows; 
SEC, S21. CQNTRQl,l.ER'S S'fATtWBNT QN ITT-ASIDES 

la/ Pµr,,qg. 'f'hc au/ln4ace Lr adantcd co t,m(Rl)(C cbc .rzoi(a 
toataln(d In ddrnlal•tratlrc Code Scc:cfaa 3,26 

(ftl CantroCLv"3 SID.Jm(nJ, 'd'l1'acver a omnewi ormars on chc 
ballot ,hat ractuduasar-Alidc/.ar that rum tr wlia,d In Adroful..l.trulil:c 
Cod, Sur/an 3.26 the Coacrollcc waU ammc nad the Dlm:1or of 
Elcctloa.r shall round ta be arfarcd fn the rater lnmrmal/aa pamoh/,:1 a 
SWTMICU! analyzing the lmpqct aCfbc mcrµurc oa the Clo,\r biaiut..Jmd 
fi.rwnc:q @cia • the tum a[Ib, ro•asurs. r:oa.rfd:ccd alon,: and In rombl · 
aaitan with rxlnlar Scc·Aiido Ibc Cao1rol/cr'1 rrarcmcnr ;ball fnfoan 
tbc YaWr aChal/t chc oolley thar 1his JWwa uf1h, Cbua,r adQ,m and 
whether m, nrooasal idcm(flu a sCMc(flc ad"pwr, uc::w frwdiar sa«ru 
lac /he aroaasad &1 A ride sq 1hq1 the imo/t:wcncarion ~, 1b{ Sct-Mfdc 
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LEGAL TEXT OF PROPOSmONS S, T, U AND V 

ll!i.lJ.llDr ,aw, wn• alllicipqted Q!®co'aa in dfscrc11Qnooi [uadfnr 1hn1 lltc 
Mawr and Bqqaf u.£ Supmlsara mqy alfocarc ta ti" kudg1ary pro<:m 
The Cua/roller may iacluth 4DY other !tl4CcciaC io me ~racamoac 1ha1 ti:. 
or rho deems usotul aad apnmnriarc, 

PROPOSITION T 

Ordinance amending the San Frand.tco Administrative Code by 
adding Sea.Ion 19A.23 create the Treatmeot on Demand Act. 

Note: Addi~ans Dre r(,11:Jc·uadediM lral[cr Tim~J Ney Rmnna; 
deletions arc ~f/r,v,~ lkr~~ r:;,-, .~'c,, RtlftllUI, 

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

Section I. The San Francisco Admini~trativc Code i& hereby 
amended by adding Section 19A.2:l, 10 read n.s follows: 

Sec. 19.23 (A). (Treatment on Demand Act]. 
13c it ordained by the People of the City and County of San Francisca: 

SECTION 1. Titlc. 
Tnis ordinance shall be known and may be cited as the "Treatmenl on 
Demand Act". -

SECTION 2. Findings e.nd Purpose. 
ar Substance abuse trutmcnt services arc c,.ssential services that pro­
vide hope and dignity for individuals and a patllway out of addiction, 
which may lead to homclcsmess and criminal activity. 

b) Substance abllSe crcacmcnt service, are a kc)' componcnc to San 
Francisco's Continuum or Care Plan, the offic:ial homeless policy of the 
City and County of San Francisco as approved by the Board of 
Supervisors on Februwy 26, 2008 and by the Mayor on February 29, 
2008. 

c) Over the past several years, the City und County of San Francisco 
hss inconsistently prioritized substance abuse treatment services. 

d) As a result of thc&e Inconsistencies, many of the people in Deed of 
services are turned away for lacl, of available treatment slots. 

c) This initiative rcquim; that the Cily and County of Silll Francisco 
pmvide a level of treatment services commcnsuratJ: with the dcmsnd for 
these services, 

SECTION 3. New Administrative Code Section 19A.30 Treatment on 
Demand Act. 

Section 19 A.JO is added to 0111pt;:r l 9A of the San Francisco 
Administrative Code, to rad as follows: 

SECTION 19A.30. TREATMENT ON DEMAND ACT 
Notwiths1:nding eny other provision of law, the Departrrnmt of Public 
Health shall mainlain en aclcquetc level of free ond low cost medical 
substance abuse services and residential trcalment slots commensurate 
with the demand for these services. 

Demand shall be mC11Sured by the total number of filled medical &ub­
stance abuse slots plus the total number of individual& seeking such slots 
as well as the total nwnbcr of filled rc&!dential treatmenl slots plus the 
number of Individuals seeking such '1ots. 

266 38·CP266-EN·NDa 
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The City and County sl\311 be flexible in providing various treatment 
modalities for both ccsidcntial substance abuse treatment services end 
medical &Ubstence abuse tr1:1tment services. 

The Dep111trrien1 of Public Health shall report 10 the Board of Supcrvisol'i 
by February I st of each year with an as=smcnt of the dema.nd for sub­
&tancc abu6e treatment and present a plan to meet this demand. This plan 
should also be ren~tcd in the Chy budget. 

The City and County shall oot reduce funding, staffing or the 11umbcr of 
substance nbusc treatment slots available for as long as dots lll'e filled or 
there is any number of individuals seeking such slots. 

Nothing In this iiectlon shall diminish, Interfere with or orherwise niter 
the Mayor's authority under Article Ill, section 3.100(13) of the 
Charter. 

SECTION 4. Effective Date. 
The provisions of this ordinance shall take effect upon ceniiication of the 
olectloo. 

SECTION 5. ~verubllity. 
If MY provision of elm on:tinancc or the !pplicntioo thereof to any person 
or tlrcum>!Mccs Is held lnva!ld or unconstiluiloruil, such invalidity or 
uncons1itutionality shall not affect other provisionI or applic11tlcns of thl, 
cha11er amendment that cen be gl.vet1 effect wlthoot the Invalid or u11can­
stltullonal provision of application, md to this end the provisions of this 
ordln= are sevcrnbtc. 

SECTION 6. Amll.lldments. 
The provisions of this initia1ive, once enacted, may not be amended 
except by a subsequent inillativc ooHnence. 

PROPOSITION U 
It is the Policy of the people of tbe City and County of San Francisco 
that: 

11! eleded n:pnsentatlves In the United States Sta.ate and Ho~ of 
Repruent.iti.-e11 s.huu.ld vol!! 1pl.ns1 any further fund.l.tig for tb.e 
~eploymml or Unlled S1atu A.rmed Forcu ln lnq, wilb tile u~p­
lion or ftmds .spedll~y rarmlll'ked tu proYlde (or lllelr s.are w11I 
orderly withdrawal. 

PROPOSITION V 
Choice !Of' Students-JROTC 

It I& hcl'\!by the policy of the City and County of S811 Frnnoi!iW 1.l111l stu­
dents In S11t1 Francisco public high school~ stiould con1 lnuc to be able ta 
choose lo pw:tlclpaie in !he schools' Junior Reserve Officers' Training 
Corps (JROTC) program. 

JROTC is a 90 year old lelldcrship program In :he San Francisco Unified 
School District thD..l tcsche.s srudents dl&cipline1 k.aderihlp skills and the 
lmponancc or civic =ponsibllhy, It 15 a during r.nd ofter-school pro­
&~ ~t ,erves over l 600 Gtud~nts, lhe great majority of whom arc from 
rac,at rrunorlty groups. Students lllld their insttuctors volunia.rily commit 
hundnth of communlly ..,rvice hO\l~ 10 their i.chools- us wc:U as 10 the 
community at llltJlc. 

-
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In November 2006, a nanow majority of S1111 Francisco school board 
member.. voted to pha&e out JROTC over a thn:c year period. Recently, 
the board voted 10 cltli.y thls phase out for at least a year, However, with• 
out additional action, JROTC will end In the San Francisco schooli In the: 
near nil\lrc. · 

High school sludenu need moce choice not Jess. High school deans and 
principal& will atlcst to the need for srudents to make a '-'sodlll'' connce­
lion at school In ordt:r to avoid at,rlsk behavior. JR.arc bu been cited 
by progr1U1111l\imnl, par,:nts 11.11d teachen a1 saving at-risk stutlcnts during 
hlgb sdlool. TIie pmgl'1m hns the support 85% of tnc sllldcnts polled 
(citywide), a& well a'i all of tho Parenr Teacher StudelUAssoclations III the 
affected school&, il!ld Dll of the principals BI these schools. 

JR.OTC does not dlscriminote in any way, shape or form, and does nol 
abide by the ''Don't Ask Ooo '1 Tell" policy, The steering committee of 
the Fricads of !ROTC, formed 10 support JR.OTC, hes vortd unani­
mously to oppose the Don't Ask Don'l Tell policy, and sent a lcttcr 10 

Congress stating this opposition. 

Because JROTC works, the people of the City and County of San 
Fruncisco hereby support the rigtu of srudents lo h2ve a.endemic 1111d 
after-school program choic:cs, and dee!aie It policy to ofl"cr vol~ntary 
JRUTC progmms and to n:vcrsc the ac1io11 by the Board of Education 10 
terminate tbe program, 

38-CP267,EN-N0B 
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Pillsbury Winthrop Shaw Pittman LLP 
Four Embarcadero Center, 22nd Floor I San Francisco, CA 94 i 11-5998 \ tel 415.983 1000 I fax 415 983 1200 

MAILING ADDRESS: P O Box 2824 \ San Francisco. CA 94126-2824 

February 13, 2014 

VIA CERTIFIED - #7013 1090 0000 6240 8472 
RETURN RECEIPT REQUESTED 

City and County of San Francisco 
Controller's Office, Claims Division 
1390 Market Street, ih Floor 
San Francisco, CA 94102-5402 

Re: Pillsbury Winthrop Shaw Pittman LLP 
Ce11ificate No. 022635 
Claim for Tax Refund of Payroll Tax 

To Wbom It May Concern: 

Richard E. Nielsen 
tel 415 .983 .1964 

richard.nielsen@pillsburylaw.com 

Enclosed find original and one copy of Claim for Tax Refund. As indicated in the 
attachment to the enclosed refund claim, Pillsbury agrees, as set fo1ih therein, to 
extend the period in which the City Attorney must act on this claim for refund. 

The City Attorney has stipulated to a stay in Pillsbury's actions concerning tax years 
2010 and 2011 pending resolution of the Coblentz case now in the Court of Appeal. 

Please confirm receipt by returning a copy to the undersigned in the enclosed self­
addressed stamped envelope. 

Very truly yours, 

WtM,0- -
Richard E. Nielsen 

Enclosure 

www pilisburylaw com 705080683v1 
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CITY AND COUNTY OF SAN FRANCISCO 

Claim For Tax Refund 
Before completing this form please read the instructions on the back. You have one year from the date of payment or the 

date the return accompanying the payment was due, whichever is later, to submit this form and supporting documentation to 
CONTROLLER'S OFFICE, CLAIMS DIVISION, 1390 MARKET STREET, 7TH FLOOR, SAN FRANCISCO, CA 94102-5402. 

You must file a separate claim for tax refund for each type of tax. 

1. CLAIMANT'S NAME: 
(OBA) 
Owner's Name: 

PILLSBURY WINTHROP 

SHAW PITTMAN LLP 

Address: Four Embarcadero Center, 22nd Floor 

San Francisco CA 94111 

2. IF CLAIMANT IS A BUSINESS: 

Type of Ownership 

0 Individual 

[!] Partnership 

0 Corporation 

Telephone: (415) 983-1000 0 Other: - - ------ - - ----

13. FEDERAL TAXPAYER ID #_ 9_4_-1_3_1_1_1_2_6 ________ _ _ 

4. TAX PAID INFORMATION 

Certificate 
Number/ BTS ID Paid By Date Paid Receipt Number Amount Paid Period Covered 
No. or Assessor's 

Parcel Number 
a. 022635 Pillsbury Winthrop 02/27/2013 $879,827.00 2012 

I b. Shaw Pittman LLP nn eludes 3 lnstallme nts & Final Pavm , 
i C. 

5. BASIS OF CLAIM; State all facts that support your claim for tax refund. If your refund 
applies to only a portion of the tax paid, please explain what portion it applies to. 

SEE ATTACHED 

16. REFUND AMOUNT: $408,695.00 

7. SIGNATURE OF CLAIMANT OR REPRESENTATIVE: 

i] 

D 
D 
D 
D 
0 
0 

Applicable Tax 

(check one) 

Payroll Tax 

Hotel Tax 

Parking Tax 

Utility Tax 

Stadium Tax 

Transfer Tax 

Other 

I declare under penalty of perjury t t the foregoing is true and correct. "I certify I filed this claim within one year of my 
paying the tax or, within one year the due date of my tax return." The undersigned is the taxpayer or other person 
deter ined \o I r the ; a sa id person's guardian or ator. I am not an agent or the taxpayer's attorney 

X 
Signature of Claimant or Representative 

I Lori J . Swift 

I Print Name 

Controller 

Title 
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Attachment to Claim For Tax Refund 
by Pillsbury Winthrop Shaw Pittman LLP 

Pillsbury Winthrop Shaw Pittman LLP seeks a refund of Payroll Expense Tax that it paid for tax 
year 2'012 based on partnership profits under the amendments attributed to Proposition Q ( eff. 
January 1, 2009), plus interest as provide by la-w. The $408,695.00 refund sought represents the 
tax paid on partnership profits, which was calculated to be $455,712.00 per owner less exempt 
amounts. Our calculations were based on using 200% of the average a1mual compensation paid 
to employees, all which work in San Francisco, v,:hose compensation is in the top quanile (25%). 
In general, this refund claim is based on the grounds that partnership profits are not subject to tax 
under the terms of Proposition Q, and Proposition Q's alleged changes to the Payroll Expense 
Tax are unconstitutional and violate California statute. The reasons for this include but are not 
limited to (a) the plain language of the Payroll Tax as allegedly amended by Proposition Q 
cannot be interpreted to include profit distributions in the measure of a partnership's payroll tax: 
(b) local governments are ban-ed from taxing income by Rev. & Tax. Code§ 17041.5; 
(c) Proposition Q violated the single subject rule of Cal. Const. aii. II,§ 8(d); and (d) the 
enactment of Proposition Q violated a1i. XIIIC, § 2(b) of the California Constitution (Proposition 
218) requiring voter approval for all tax increases because it \Vas not submitted to the voters for 
approval due to a serious enor in the presentation of the measure in voter materials. Pillsbury 
Wintlu·op Shaw· Pittman LLP reserves the right to supplement this claim, including adding 
additional grounds and providing more information regarding any of the foregoing grounds for 
its claim. 

Pillsbury Winthrop Shaw Pittman LLP incorporates by reference those grounds alleged in 
Hanson Bridgert LLP v. City and County of San Francisco (514071, filed August 15, 2011), 
Coblentz Parch Duffy & Bass v. City & County of San Francisco et al. (Case A135509 1st 
District, Division 3) and all pleadings and other documents filed therein. Pursuant to SF Mun. 
Code sec.6.15-1 (d), claimant Pillsbury Wintlu·op Shaw Pittman LLP agrees to extend the period 
in which the City Attorney must act on this claim for refund until 45-days following issuance of 
a final decision in the above actions (trial court, court of appeal or othenvise). 

705080621vl 
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Pillsbury Winthrop Shaw Pittman LLP 

City or San Francisco 

Business Tax - 2012 

Tax Calculation (origlnallv filed) 

Totai Timekeeper Comp 
'lo of Al!y/Paralegal work outside of SF Co 
Ad1ustment for Timekeeper Comp 

Total Staff Payroll 
Ad1ustment for Timekeeper Comp. 
Payroll - staff 

Payroll - partner 

Total Payroll 
Exempt Payroll Expense 
Total Taxable Payroll 

Tax Rale 

Total Tu: Due 

15,263,651 
13 35% 

2,037,697 

33,446,5'.6 
(2,037,697} 
31,408,621 

27,246,309 

58,655,130 
0 

58,655,130 

1 5% 

879 827 

see "partner payroll" lab 
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Tax Calculation (without Prop Q) 

Total Timekeeper Comp 
% of Alty/Paralegal work outside al SF Co. 
AdJuslment for Timekeeper Comp 

Total Slaff Payroll 
Adjustment for Timekeeper Comp 
Payroll - staff 

Payroll - partner 

Total Payroll 
Exempt Payroll Expense 
Total Taxable Payroll 

Tax Rate 

Tatar Tax Due 

15.263,651 
13.35% 

2.037,697 

33,446,516 
12 ,03 7.697 ) 
31 ,408,821 

0 

31,408.821 
0 

31,408,821 

15% 

471,132 

Amount Subject 
to Refund 

27 246,309 
0 

27,246.309 

15% 

408,695 



------------------------- - - -

San Francisco City and County - Business Tax Calculation - Prop Q 
[For internal use only; not for presentation or use outside the Firm] 

Method 5 - Average for Top Quartile in SF (all non-Partners) 

Average for 12/31/11 Salary for Top Quartile in SF office 
Multiplied by 200 

Multiplied by number of SF Partners 
Total 
Less 13.35% worked outside SF 
Taxable amount (Prop Q) 
Tax rate 

Tax Calculated 

(1) - Raw Data From Rosanna Kujala, Payroll Manager 
(2) - C. Maffin - 12/31/11 MOR report 

349 

227,856 
200% 

455,712 
69 

31,444 ,128 
(4,197,791) 
27,246,337 

1.5% 

408,695 

(1) 

(2) 

(C) 
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CITY AND COUNTY OF SAN FRANCISCO 

DENNIS J. HERRERA 

City Attorney 

Lori J. Swift Controller 
Pillsbury Winthrop Shaw Pittman LLP 
P.O. Box 2824 
San Francisco, CA 94126-2824 

e 
OFFICE OF THE CITY A HORNEY 

Bob Long 
Claims Adjuster 

DIRECT DIAL: [ 415) 554-4203 
E-MAIL: BOB.LONG@SFGOV .ORG 

April 22, 2014 

RE: Claim of Pillsbury Winthrop Shaw Pittman LLP / Claim Number 14-01766 

Department: 
Claim Filed: 

T AXCOLLH Tax Refund Claims 
February 13, 2014 

NOTICE OF ACTION UPON CLAIM PLEASE TAKE NOTICE THAT 

An investigation of your firm's claim filed with the City and County of San Francisco has revealed no 
indication of liability on the part of the City and County. Accordingly, your client's claim is DENIED. 

WARNING 

Subject to certain exceptions, your client has only six (6) months from the date this notice was personally 
delivered or deposited in the mail to file a court action on this claim. See Government Code section 
945 .6. This time limitation applies only to causes of action arising under California law for which a claim 
is mandated by the California Government Claims Act, Government Code sections 900 et. seq. Other 
causes of action, including those arising under federal law, may have shorter time limitations for filing. 

Very truly yours, 

Fox PLAZA ·1390 MARKET STREET, 7TH FLOOR· SAN FRANCISCO, CALIFORNIA 94102-5408 

RECEPTION: (415) 554-3900 · FACSIMILE: (415) 554-8795 
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Claim of: Pillsbury Winthrop Shaw Pittman LLP 14-01766 
Claim Filed: February 13, 2014 

I, Bob Long say: I am a citizen of the United States, over eighteen years of age, and not 
a party to the within action; that I am employed by the City Atton\ey's Office of San Francisco, 
Fox Plaza, 1390 Market Street, 7th Floor, Sal) Francisco, CA 94 l 02. 

That on April 22, 2014, I served: 

NOTICE OF ACTION UPON CLAIM 

by placing a true ccipy thereof in an envelope addressed to: 

Lori J. Swift, Controller 
Pillsbury Winthrop Shaw Pittman LLP 
P.O. Box 2824 
San Francisco, CA 94126-2824 

and by then sealing and depositing said envelope with postage thereon fully prepaid, in the 
United States mail at San Francisco, California. The mailbox that I deposited said envelope is 
regularly maintained by the United States Postal Service. 

I declare under penalty of perjury that the foregoing is true and correct. 

DECLARATION OF SERVICE BY MAIL 
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SUPERIOR COURT OF CALIFORNIA 

COUNTY OF SAN FRANCISCO 

Document Scanning Lead Sheet 
Jul-23-2015 1:41 pm 

Case Number: CSM-15-850229 

Filing Date: Jul-23-2015 1 :38 

Filed by: PAUL FIOL 

Juke Box: 001 Image: 05004738 

CLAIM OF PLAINTIFF 

LEILA AZAD, DDS, INC. VS. MAYOR, CITY OF SAN FRANCISCO 

001C05004738 

Instructions: 
Please place this sheet on top of the document to be scann.ed. 
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SC-100 
· · Plaintiff's Claim and ORDER 

to Go to Small Claim~ Court 
Clerk sramps date here when form is ftled. · 

------~-~-'I"!-............... ;;,;~· ... ·.-.-.. -;.;,;,._.,.: .............. -....... -.. ----··...,,·-·--·----~----.) 
Notice to the person being sued: 
• You are the Defendant if your name is listed in@o!!-Fge 2 of this 

form. The person suing you is the Plaintiff, listed in (1) on page 2. 

• You and the Plaintiff must go to court on the trial date listed below. If you 
do not go to court, you may lose the case. 

If you lose, the court can order that your wages, money, or property be 
taken to pay this claim. 

• Bring witnesses, receipts, and any evidence you need to prove your case. 
• Read this form and all pages attached to understand the claim against 

you and to protect your rights. 

Aviso al Demandado: 

• Usted es el Demandado si su nombre figura en@de la pagina 2 
de este formulario. La persona que lo demanda es el Demandante, la que 
figura en© de la pagina 2. 

• Usted y el Demandante tienen que presentarse en la corte en la fecha del 
juicio indicada a continuaci6n. Si no se presenta, puede perder el caso. 

Si pierde el caso la corte podrfa ordenar que le quiten de su sueldo, dinero u 
otros bienes para pagar este reclamo. 

JUL 2 3 c:~n ~ 

Fill in court name and street i¥i<f&SS.'. 
·superior Court of-'Californfa, County of 

SMALL CLAIMS 
SUPERIOR COURT . 

400 McALLISTER , ROOM 103 
SP.N FHANCISCO. CAUFORNIA 9410~ 

,Clerk nils In case number and case name: 
Case ·Number: ,rie'IMB ~no en /a II.,...,~:, ~ V ~ Nf°.;,. u 

1case Name: 

• Lleve testigos, recibos y cualquier otra prueba que necesite para probar su caso. 

• Lea este formulario y todas las paginas adjuntas para entender la demanda en su contra y para proteger sus derechos. 

·order to Go to Courf 

The people in CD and @ must go to court: (Clerkfills out section below.) 

Trial ', :+· .))ale Time 
Date Sti-i I 7 ~015 / ~c) )!M 

7 

Department Name and address of court if different from above 

S(t;::, 57:~+_ /-L oz::, I<._ 

2 .. ____ ~ ~-----,- ~---- -------....,...----~~----------'--

Date: 2 _ z.. , __ · -- - · - Clerk, b):'. __ . . / F/ {j '-- _ , D~uty_ . 
. I - . • 

lnstruct1onE for the person suing: 
• You are thelPlaintiff. The person you are suing is the Defendant. 

• Before you fill out this form, read Fonn SC-I 00-INFO, Information for the Plaintiff, to know your rights. Get 
I 

SC-100-INlfO at any courthouse or county law library, or go to: www.courts.ca.gov/smallclaimslforms. 

• Fill out pag~s 2 and 3 of this fonn. Then make copies of all pages of this fonn. (Make 1 copy for each party named in 
this case an~ an extra copy for yourself.) Take or mail the original and these copies to the court clerk's office and pay 
the filing feb. The clerk will write the date of your trial in the box above. 

• You must hl ve someone at least 18-not you or anyone else listed in this case-give each Defendant a court-stamped 
copy of all ~ pages of this form and any pages this form tells you to attach. There are special rules for "serving," or 
delivering, tpis form to public entities, associations, and some businesses. See Forms SC-104, SC-104B, 
and SC-l04C. 

• Go to courtjoo you~ trial date list~d above. Bring witnesses, receipts, and any evid~nce you need to prove your case. 

,, 

JU<llcialCo~nell 'ol-CilnlojnlB;wwW.coulfS:ca.gov Plaintiff's Claim and ORDER SC~100, Page 1 of s 
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plaintiff (list names): . Leil~ Azad, DDS, Inc. 

l cMe Numbe" 

(!) The PIJintiff (the person, business, or public entity that is suing) is: 
Name: _ I Leila Azad, DDS, Inc. 

Street ad~ s,,.~o ~ont~omecy: Street, ~ai;"2440, San,l!ran:co, CA 94104 

Phone: (_415)398-411Q 

state Zip 

Mailing address (if different)1 ~------.:._.::..:..--=--------~-------=;,:=,,,.----=~~~"'"-------
1 ·stlaef City Stale Zip 

If more than one Plaintiff, list next Plaintiff here: 

Name:--.-·---------------=-----------• i 
Phone: l~- ____.._.a,,l __ _ 

Street adltressi -------------------------------'---'=:'=---~ ! Street City State Zip 
I 

Mailing 4ddress (if different):""'.~---"'"·------"-----'---'----~-'-'---~~-------,----
! Streat City State Zip 

D Check here if more than 2 Plaintiffe and attach Form SC-1 DOA. 
I 

00 Chee~ here if either Plaintiff listed above is doing business under a fictitious name. If so, attach Form SC-103. 
i 0 The Derendant (the person, business, or public entity being sued) is: 

Naxne: Mayor, City of San Francisco Phone: (..__~. ,) ___ _ 
' I • 

Street address: . City Hall, Room 2001 1 Dr. Carlton B. Goodlett Place, San Francisco, CA 94102 
, Streat · · · · · · · · .. .. - City · State Z(p 
: 

Mailing ~ddress (if different)·:------------'-------=-,,......~--=----=-,-,,----""':::,,,----+----' 
: Street City Stat& Zip 

If morej than one Defendant, list next Defendant here: 
Name: ,_,...

1 
___ .....,., _____ ~--,........,,---=,------....,...,..----- Phone: ., ...... _ _,}._,_ __ ~ 

Street address: --~--"------'-'--------=~------------=----~'----"'----..... 
' S1!8el City Sta ta Zip 

Mailing address (if differe11t)·. _____ _,__ _ _,_-a,;,,; _ __,;:,_-"--_ _.....=:.....:....-=-----'-;.....:.~-"--,,,.-,=.-,~--"---=----
s1f8Q.t City Stale Zip 

D Chec~ here if more than 2 Defendants and attach Form SC-JOOA. 

D Chee~ here if any Defendant is on active military duty, and write 
<:{oo.:i ,,c.Y.\ 

1er name here: _. ~- ·-~- --~- ____ . ~-~ 

.:@;, The Pl~intiff claims the Defendant owes $ . (&plain below): 

- a. Why 4oes the Defendant owe the Plaintiff money? Payroll tax liability for tax year 2013 was 
$0.00, holwever because _ _we were unaware of the Net New Business Exemption, we filed incorrectly 
and hepc;_e o~erpaid by $6,02i.4L The _City p.ow refuses to refund o_ur money t!:UJ! has p.rovided ~o reason. 

b. When ;did this happen? (Date)·~. 4/28/2014 -

If no ~pecific date, give the time period: Date started;•. Through· ...... ________ ... 

c. How <$d you calculat~ the money owed to you? (Do not include courr costs or fees for service.) _____ _ 

W~ did so by.filing an amendedreturn using the Net New Business_;Exemption. 

D Check(here if you need more space. Attach one sheet of paper or Form MC-031 and write "SC-100, Item 3" at 
the top. 

Reillsed Janua,y f, 20121 • Pfamtiff's Claim and ORDER 
to Go to Small Claims Court 

(Small Claims) 
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I 
I 
I 

I 
! ,·case NumbO<a 

P.laintiff_(listk amc.A" J Leila Azad, DDS, Inc. . 

tE} Y~u m st-as~ .th~ ~ef~n~ant (in ~ers~n, in ~iting~ or by ~hone) to pa~ y~~ before you 
sue. H~ve you done this? lxJ Yes D No 

Jfno, exprain why not.:.--,-. -:--. -,-.-:-------=---===-=---=------=-----=---,,-.,...-,-,-=----=--,-......... _~--,-,-

7®1, Why a~~ you filing your claim at this courthouse? . 
This courthouse covers the area (check the one that applies): 

a. li1 (I) Where the Defendant lives or does business. (4) Where a contract (written or spoken) was made, 
I 

(2) Where the Plaintiff's property was damaged. signed, perfonned, or broken by the Defendant or 
(3) Where the Plaintiff was injured. where the Defendant lived or did business when 

: the Defendant made the contract. 

b. D \l{here the buyer or lessee signed the contract., lives now, or lived when the contract was made., if this claim 
isj about an offer or contract for personal, family, or household goods, services, or. loans. (Code Civ. 

' Proc., § 39S(b).) 

c. D 

d.0 

e. D 

Vvfhere the buyer signed the contract, lives now, or lived when the contract was made, if this claim is about 
a etail installment contract (like a credit card). (Civil Code, § 1812.10.) 

! 
Where the buyer signed the contract, lives now, or lived when the contract was made, or where the vehicle 
islpennanently garaged, if this claim is about a vehicle finance sale. (Civil Code,§ 2984.4.) 

Ofher (specifyfi".;; .. ·- - - - ·- - -

·@-List th~ zip code of the place checked in @ above (if you know) ;,_..;;;9..;;:4_10~2=--------­

;@· Is yourjclaim about an attorney-client fee dispute? D Yes lxl No 
. . Jjyes, ana if you have had arbitration,.fill out Form SC-101, attach It to this form, and check here: D 

@ Are yo~ suing a public entity? ~ Yes D No 
Jf yes, yoii: must.file a written claim with the entity first. !!I A claim was filed on (date): ~ . ...,~-1..,3:..,...12 __ 0_1....;5 ___ -,-,--

, .. If the pubi;ic entity denies your claim or does not answer within the time allowed by law, you can.file this form. 

@. Have yqu filed more than 12 other small claims within the last 12 months in California? 
D Yes 00 No Jf yes, the filing fee for this case will be higher. 

- . . - - .... ~ 

I 

.@ I understand that by filing a claim in small claims court, I have no right to appeal this claim. 

® I h~ve n?tifile~, and. understand that I cannot file, more than two small claims cases for more than $2,500 in 
· Califorma!durmg this calendar year. 

I declare, µnder penalty of perjury under California State law, that the informati0·~-= and on any attachments to 

Uris fom,Jhu~anp>nr: . / r 
Date: ; ] l'I b._01,Je.,h A. l2&de_L 

- · 1· -- Plainti.fftypes or prints name .here 

Date: 
Second Plaintiff types or prints name here 

Requests for Accommodations 

Second Plaintiff signs' here 

Assistive listening systems, computer-assisted, real-time captioning, or sign language interpreter 
services are available if you ask at least 5 days before the trial. Contact the clerk's office for Form 

; _ MC-410, Request for Accommodations by Persons With Disabilities and Response. (Civil Code, § 54.8.) 

Plaintiff's Claim and ORDER 
to Go to Small Claims Court 

(Small Claims) 
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SC-100 1 Information for the Defendant (the person being sued) 
0 - • ........ .- - • A • - • • --

- - I - -, • " ' - • -
"Small clain;ts court" is a special court where claims Do I have options? 
for $5,000 or less are decided. A "natural person'' (not a Yes. If you are being sued, you can: 
business or public entity) may generally claim up to • Settle your case before the trial. If you and the 
$10,000, including a sole proprietor. (•See below for Plaintiff agree on how to settle the case, both of you must 
exceptions.) The process is quick and cheap. The rules are notify the court. Ask the Small Claims Advisor for help. 
simple and informal. Prove this is the wrong court. Send a letter to the 
You are the Defendant-the person being sued. The court before your trial, explaining why you think this is 
person who is suing you is the Plaintiff. the wrong court. Ask the court to dismiss the claim. 

You must serve (give) a copy of your letter (by mail or 
Do I need a lawyer? in person) to all parties. (Your letter to the court must 
You may talk to a lawyer before or after the case. But you say you have done this.) 
may not have a lawyer represent you in court (unless this 
is an appeal from a small claims case). Go to the trial and try to win your case. Bring 

witnesses, receipts, and any evidence you need to 
How do I get ready for court? prove your case. To make sure the witnesses go to the 
You don't have to file any papers before your trial, unless trial, fill out Form SC-107, and the clerl,c will subpoena 
you think this is the wrong court for your case. But bring ( order) them to go. 
to your trial any witnesses, receipts, and evidence that • Sue the person who is suing you. File Form 
supports your case. And read "Be Prepared for Your SC-120, Defendant's Claim. There are strict filing 
Trial" at www.courts.ca.gov/smallclaims/prepare. deadlines you must follow. 

What if I need an accommodation? Agree with the Plaintiffs claim and pay the 
If you have a disability or are hearing impaired, fill out money. Or, if you can't pay the money now, go to 
Form MC-410, Request for Accommodations. Give the your tria1 and say you want to make payments. 
form to your court clerk or the ADA/Access Coordinator. Let the case "default.'1 If you don't settle and do not 
What if I don't speak English well? go to the tria1 (default), the judge may give the Plaintiff 

what he or she is asking for plus court costs. If this 
Bring an adult who is not a witness to interpret for you, or happens, the Plaintiff can legally take your money, 
ask the court clerk for an interpreter at least five days before wages, and property to pay the judgment. 
your court date. A court-provided interpreter may not be 
available or there may be a fee for using a court interpreter What if I need more time? 
unless you qualify for a fee waiver. You may ask the court You can change the trial date if: 
for a list of interpreters and also the Application for Waiver • You cannot go to court on the scheduled date (you will 
of Court Fees and Costs (fonn FW-OOI). have to pay a fee to postpone the trial) or 

Where can I get the court forms I need? 
Go to any courthouse or your county law library, or print 
forms at: www.courts.ca.gov/smallclaimslforms. 

What happens at the trial? 
The judge will listen to both sides. The judge may make a 
decision at your trial or mail the decision to you later. 

What if I lose the case? 
If you lose, you can appeal. You'll have to pay a fee. 
(Plaintiffs cannot appeal their own claims.) 

If you were at the trial, file Fonn SC-140, Notice of 
Appeal. You must file within 30 days after the 
judge's decision. 

~ If you were not at the trial, fill out and file Fonn 
SC-135, Notice of Motion to Vacate Judgment and 
Declaration, to ask the judge to cancel the judgment 
( decision). If the judge does not give you a new 
trial, you have IO days to appeal the decision. File 
Form SC-140. 

For more information on appeals, see: 
www.courts.ca.govlsmallclaims/appeals. 

• You did not get served (receive this order to go to 
court) at least I5 days before the trial (or 20 days if you 
live outside the county) or 

• You need more time to get an interpreter. One 
postponement is allowed, and you will not have to pay 
a fee to delay the trial. 

Ask the Small Claims Clerk about the rules and fees for 
postponing a trial. Or fill out Fonn SC-150 (or write a 
letter) and mail it to the court and to all other people listed 
on your court papers before the deadline. Enclose a check 
for your court fees, unless a fee waiver was granted. 

·~ Need help? 
·\.;!/Your county's Small Claims Advisor can help for free. 

Or go to www.courts.ca.gov/smallclaimsladvisor. 

*EKceplions: Different limits apply in an action against a defendant who is a guarantor. (See Code Civ. Proc. § l 16.220(c).) In an action brought by a. natural person for 
damages for bodily injuries resulting from an automobile accident, a $7,500 limit applies if a defendant is covered by en automobile insurance policy that includes a duty 
to defend. (See Code Civ. Proc, § 116.221,) 

Plaintiffs Chi-im and ORDER to Go to Small Claims Court 
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