
ORDINANCE NO. ;;2;;Lttl) 10061142FILE NO. _-"-"-"-==-- _

1

2

3

[Adding Section 702 to the Business and Tax Regulations Code and amending Sections 703
and 714 of the San Francisco Business and Tax Regulations Code.]

4 Ordinance amending Article 10, Utility Users Tax, by adding Section 702 to the

5 Business and Tax Regulations Code; amending Section 703 of the San Francisco

6 Business and Tax Regulations Code making technical clarifications to the Utility Users

7 Tax on telephone services to address change in interpretation of referenced federal

8 law; and amending Section 714 of the San Francisco Business and Tax Regulations

9 Code to conform with Article 6, Common Administrative Provisions.

powers as a charter city. Since 1992, the tax rate has been 7.50 percent (71/2%).

(a) Since 1970. the Citv and County o(San Francisco has collected a Utility U,ers Tax

("[JUT") on telephone communication services. The CitJi 1~\Jies the [J[JTunder the CilJ!.'s inherent

Be it ordained by the People of the City and County of San Francisco:

Section 1. The San Francisco Business and Tax Regulations Code is hereby "rY,,,r,,..,,,nl

by adding Section 702 to read as follows:

SEC. 702. INIERPRETA nON OF TELEPHONE rISERS TAX.

Additions are single-underline italics Times New Roman;
deletions are strikethreug;'h il£ilies Times Nmv Rem£m.
Board amendment additions are double underlined.
Board amendment deletions are strikethrough norma-L
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by its terms, to "local" and "toll" telephone services.

§' 4251 ("FEr) as such Section existed on the effective date oUhe City's Ordinance. The FET applies,

(c) The Ul!T referred to the FET (or the purpose oUdentirving the types oUelephone

the [JUT The reference to the FET also provided a convenience to telephone service providers, who
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When (irst adopted, the [JUT refere!lced the Federal Excise Tax, 26 [Jnited States Code(b)

communication services that were subject to the UUT and the tvpes ofservices that were exempt from
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.li',ere able to bill end use customers based on an existing tax base. The FET was not a basis or

authoritv (or the City's imposition o(the UUT

(d) In 1979. the IRS issued Revenue Ruling 79-404. which provided that toll telephone

service that was billed based onlv on time was subject to the FET Revenue Ruling 79-404 was

consistent with the Citv's intent to apply the UUT to toll telephone service. regardless o(how carriers

rdec}ed to bill (or such service. The IRS reaffirmed Revenue Ruling 79-404 in Notices issued in 2004

and 2005.

(e) On Mav 25. 2006, the United States Treasury Secretani issued Revenue Notice 2006-50.

announcing thell the Internal Revenue Service ("IRS") wouldno longer interpret the FET to apply to

toll telephone service that was billed on the basis on time onlv, and not on the basis o[poth time and

{}jc1!ance. Revenue Notice 2006-50 reversed 27 veal'S ofadministrative interpretation and practice of

the IRS as it related to toll telephone service. As a result ofRevenue Notice 2006-50, the 1RS no longer

interprets the FET to apply to toll calls billcd on the basis oftime only, and tQ,certain othcr "bundled"

services.

(j) The Citv will continue to applv its UUT to all tvpes o[telephone conllnl{nication

services. including toll service, as it has historically and consistently done,

(g) The City will continue to recognize and retain the exemptions that existed in the FET

prior to Revenue Notice 2006-50.

(h) The City will not apply the UUT to anv telephone communication services that were not

§Jd.rj?,ct to the UUT prior to the issuance ofRevenue Notice 2006-50.

(i) These amendments do not increase the tax or create a new tax on telephone

eommunication services.

(j) The procedure to refund any tax, interest or penalty that has been overpaid or paid more

than once. or has been erroneousIv or illegally collected or received by the City is set out in Business

and Tax Regulations Code, Article 6, Common Administrative Provisions, Section 6.15-1, Refunds. The
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SEC. 703_ TELEPHONE USERS TAX.

amendment to Section 714 clarifies that the reference to "this Code" in Section 714(a) refers to thi!£

or enhanced specialized mobile radio communication service, when the service user has a

process, 1t insures that the process_2fpresenting a UUT claim is consistent with the required claims
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As used in this Section, the term "charges" shall not include charges for services(b)
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billing address in the City and County.

paid for by inserting coins in coin-operated telephones, except that where such coin-operated

telephone service is furnished for a guaranteed amount, the amounts paid under such

guarantee plus any fixed monthly or other periodic charge shall be included in the base for

computing the amount of tax due; nor shall the term "charges" include charges for any type of

service or equipment furnished by a service supplier subject to Public Utility regulation during

any period in which the same or similar services or equipment are also available for sale or

lease from persons other than a service supplier subject to Public Utility regulation. The

Telephone User Tax is intended to, and does, apply to all charges billed to a telephone having

a situs in the City and County, irrespective of whether a particular telephone call originates

and/or terminates within the City and County. In addition, effective September 1, 1993, the

Telephone Users Tax is intended to, and does, apply to charges for cellular telephone service

Section 2, The San Francisco Business and Tax Regulations Code is hereby ",rrlF'rlrlF,rl

by amending Sections 703 and 714, to read as follows:

(a) There is hereby imposed a tax upon every person, other than a telephone

corporation, using intrastate telephone communication services in the City and County. The

tax imposed by this Section shall be on the charges made for such services, including

minimum charges for services. The tax imposed by this Section shall be paid by the person

paying for such services.

process for tax refunds in Section 615- r
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1 (c) The tax imposed by this Section shall be collected from the service user by the

2 person providing the intrastate telephone communication services. The amount of the tax

3 collection in one month shall be remitted to the Tax Collector on or before the last day of the

4 following month.

and as such section was interpreted by the lnterrlgl Revenue Service 12rior to Revenue Notice 2006-50.

Communications Excise Tax, as such section existed on the ejJCethe date hereofAugust 28, ]!J70,

Section shall not be imposed upon any person for using intrastate telephone communication

services to the extent that the amounts paid for such services are exempt from or not subject

to the tax imposed under Section 4251 of Title 26 of the United States Code, the Federal
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(d) Notwithstanding the provisions of Subsection (a), the tax imposed under this
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SEC.714. REFUNDS.

(a) Any tax, interest or penalty overpaid or paid more than once may be refunded

pursuant to Section 6.15-1, Re{imds, ofthis the San Francisco Business ami-Tax Regulations Code.

(Bt- A service supplier may claim a refund or claim if credit against taxes to be collected a,~d

remitted of the amount oO'erpaid or paid more than oncc, or erroneously or illegally collcetcd or

received; pro';itied, ho;','cvcr, that neither a refitnti or a credit shall be allowed w1less the amount o/the

tax so collected has either been refunded to the person entitled thereto or credited to the charges

subsequently payablc by such person to the ser"ice sllj3plier.

(B1- A O'er/ice USCI' mriY obtain a refitnd o/taxes oo'erj9ttid or paid more than once or

crroneously or illegally collected or receivcd by the City and County byfiling a claim in the manner

pro:'itletl in SubparagNlph (a) o/this Section, but only "'hen the tax was paid by the service user

directly to the Tax Colleetor, or wheN the service user, having paid the tax to the service supplier,
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rcfitndfi'om the serviee supplier ;vho collected the tax.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

e8tablishes to the satis/aetio" ofthe Tax GoUt'ctor that the scrvice user has bee" u"ahle to obtain a

AN H. A EXANDER
eputy City Attorney

By:
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Date Passed:

City Hall
I Dr. Carlton 13, Goodle-tt Place
San Francisco, ('A 94102-4639

Ordinance amending Article 10, Utility Users Tax, by adding Section 702 to the Business and Tax
Regulations Code; amending Section 703 of the San Francisco Business and Tax Regulations Code
making technical clarifications to the Utility Users Tax on telephone services to address change in
interpretation of referenced federal law; and amending Section 714 of the San Francisco Business
and Tax Regulations Code to conform with Article 6, Common Administrative Provisions.

August 8, 2006 Board of Supervisors - PASSED ON FIRST READING

Ayes: 7 - Ammiano, Daly, Dufty, Maxwell, Mirkarimi, Peskin, Sandoval
Noes: 2 - Alioto-Pier, Elsbernd
Absent: 2 - Ma, McGoldrick

August 15, 2006 Board of Supervisors - FINALLY PASSED

Ayes: 9 - Arnmiano, Daly, Duffy, Ma, Maxwell, McGoldrick, Mirkarimi, Peskin,
Sandoval
Noes: 1 - Elsbernd
Excused: ] - Alioto-Pier
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Date Approved

I hereby certify that the foregoing Ordinance
was FINALLY PASSEl) on August 15,2006
by the Board of Supervisors of the City and
County of San Francisco.

Clerk of the Board

Mayor Gavin Newsom

Date: August 25, 2006

I hereby certify that the foregoing ordinance, not being signed by the Mayor within the time limit as
set forth in Section 3.103 of the Charter, became effective without his approval in accordance with
the provision of said Section 3.103 of the Charter.

File No.
061142

File No. 061142

City and County ofSan Francisco

Tails Report

2 Printed at 10:52 AM Oil 8/16/06


