JACKSON GROUP

PROPERTY MANAGEMENT

1072672009
To: Jackson Group Property Management Property Owners
RE: State of California Franchise Tax Board Mandatory 7% Witholding of Rents

In January of 2009 the Franchise Tax Board (FTB} for the State of California (being in a very difficult financial state) began to

enforce California Revenue and Taxation Code Secfion 18662 18668 and 17951 in a new way that may affect you For more

informaticn please go to: hitp:/Avww fth, ca govlindividualsiwsc/decision_chart shtmi

For seme of our clients the rents collected wiil be subjected to a 7% withelding beginning January 1 2010 and paid to the state on
a quarierly basis The Stale does require that we have forms on file for all our cleints regardiess of their residency sfatus  Included

with this letter is the FTB Publication explaning all forms and the process

If you are a resident of Callfernia or the enfity holding title to the property is based in California you will need to fill out Form 520

and return to Jackson Group Praperly Managament You will be exempt from the withelding.

If you are a Non-Resident and are eligible for a waiver from witholding please fill out Form 588 and submit to the State of
California  If you regulardly file Californa State Tax Refurns submitting Farm 588 to the FTB will provide you with that waiver
However the Holding Agent {lacksen Group Property Management) must receive this waiver before Aprit 1 20410 so that the 7%

Witholding for the 1st Quarter is nof disbursed

If you do not file a California retumn but would not have net income (or minimal nat income) subkect to tax filt out Form 589 Note
that interest on mortgage is not considered an expense  The state will determin if and how much of a reduction In the witholding is

substantiated Again this form has fo be sent to the State and their reply received back in our office prior fo Aprif 1 2010
See the instructions on each Form to determine which one is applciable to you.

®  Submit Form 580 to Jacksen Group Property Management only (Residents of the State of California)
¢ Submit Form 588 or 589 to the FTB with a copy to Jackson Group Property Management You wil nead the follwaing
infermation:
°  Witholding Agent

® Jackson Group Preperty Management
®  Tax identification: 20-8123369
" Address: 1806 Balboa Street San Francisco CA 94121
® Caontact Person: Raymond or Nicholas Scarabosic Phone (415) 379-9035 Fax {(415) 665-6063

. Please check the box that you would like a copy of the reply sent to the withalding agent

This is new information and a new process for California Residential Property Managers  Our NARPM Assogiation had
representatives from the FTB and CA Depariment of Real Estate at our conference in April to ensure that you funds are handled

appropriately

For those of you that do not qualify for a waiver you will receive a form from Jackson Group Property Management in 2011 stafing
. the amount that was disbursed on your behalf to the State of California. You should check with your CPA or Tax Afforney to

determine how this is going to affect your taxes if any

tackson Gréup ?rdpé.r.’{:/” .Mé.réég&émrent‘i 1806 Balbc}a ‘Streei, éan Franc:sco, CA 94121
Phone 415375 9035 Fax 415.668 6063 www jacksongroup net





YEAR CALIFORNIA FORM

2009 Nonresident Withholding Waiver Request 588

Part 1 Type Of Income Payments Subject To Withholding (please check appropriate box)

O Partnership Distributions ] Limited Liability Company (LLC) Distributions [ S Corporation Distributions
Payment to Independent Contractor L1 Rents or Royalties [ Other Payments (specify)
[ Trust Distributions [ Estate Distributions
Part Il Requester Information
Name of requester OSSN orITIN [CA Corp. OOFEIN
Address (including number and street, PO Box, or PMB no.) Apt. no./Ste. no.
City State | ZIP Code
Name of contact person Daytime telephone number FAX number

( ) ( )

Part 11l Withholding Agent Information.

Name of withholding agent, S corp., partnership, LLC, estate, or trust (If more than one, attach a separate list.) [JSSNorITIN [CA Corp. OFEIN
Address (including number and street, PO Box, or PMB no.) Apt. no./Ste. no.
City State | ZIP Code

Name of contact person Daytime telephone number FAX number

( ) ( )

If more space is needed, attach a separate list.
Check the box if you would like a copy of the reply sent to the withholding agent. [

Part IV Vendor/Payee Information. (Use the letter codes listed below.)

Name of Vendor/Payee 0SSN orITIN [JCA Corp. [JFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee 0SSN orITIN [JCA Corp. CIFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

If more than two Vendor/Payees, use Vendor/Payee Information, Page 2.
Reason For Waiver Request

A Vendor/payee has California state tax returns on file for the two most recent taxable years in which the vendor/payee has a filing requirement.
Vendor/payee is considered current on any outstanding tax obligations with the Franchise Tax Board.

B Vendor/payee is making timely estimated tax payments for the current taxable year. Vendor/payee is considered current on any outstanding tax
obligations with the Franchise Tax Board.

C Vendor, S corporation shareholder, partner, or member is a corporation that is not qualified to do business and does not have a permanent place
of business in California but is filing a tax return based on a combined report with a corporation that does have a permanent place of business in
California. On an attached sheet explain fully and provide the name and California corporation number of the corporation filing the combined report.
Attach a copy of Schedule R-7 from the combined report.

D Shareholder, partner, or member is a newly admitted S corporation shareholder, partner, or member. A newly admitted S corporation shareholder,
partner, or member is any entity that becomes a shareholder, partner, or member in the above-listed S corporation, partnership, or LLC after the end
of the S corporation’s, partnership’s, or LLC’s taxable year. Provide the date that this shareholder, partner, or member was admitted under the letter
code entered in the Reason for Waiver request box above.

E Other — Attach specific reason and include substantiation that would justify a waiver of withholding.

Perjury Statement

Under penalties of perjury, | declare that | have examined this request, including accompanying schedules and statements, and to the best of my knowledge and belief, it is
true, correct, and complete. Declaration of paid preparer is based on all information of which preparer has any knowledge.

( )
Requester's name and title (type or print) Daytime telephone no.

Requester’s signature Date

For Privacy Notice, get form FTB 1131. I 7051093 | Form 588 c2 2008 Side 1





Name of Requestor

[J SSNorITIN [ CACorp. [ FEIN

Name of Vendor/Payee 0SSN orITIN [JCA Corp. CJFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee 0SSN orITIN [JCA Corp. CJFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee [JSSNorITIN [JCA Corp. LJFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee [JSSNorITIN [JCA Corp. [JFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee 0SSN orITIN [JCA Corp. COFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee 0SSN orITIN [JCA Corp. CJFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee [JSSNorITIN [JCA Corp. LJFEIN [Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee [JSSNorITIN [JCA Corp. [JFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee 0SSN orITIN [JCA Corp. CJFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee 0SSN orITIN [JCA Corp. CJFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Name of Vendor/Payee [JSSNorITIN [JCA Corp. LJFEIN |Reason for Waiver
Request (Letter Code)

Address State |Zip Code

Side2 Form 588 c2 2008
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Instructions for Form 588
Nonresident Withholding Waiver Request

General Information

A Purpose

Use Form 588, Nonresident Withholding
Waiver Request, to request a waiver on
withholding payments of California source
income to nonresident vendors/payees.

Do not use Form 588 to request a waiver
if you are a:

e Foreign (non-U.S.) partner or
member. There are no provisions in
the California Revenue and Taxation
Code (R&TC) to waive withholding for
foreign partners or members.

e Seller of California real estate. Sellers
of California real estate should use
Form 593-C, Real Estate Withholding
Certificate.

Form 588 does not apply to payments for
wages to employees. Wage withholding
is administered by the California
Employment Development Department
(EDD). For more information, go to their
website at www.edd.ca.gov or contact
EDD customer service at 888.745.3886.

B Requirement

R&TC Section 18662 requires withholding
of income or franchise tax on certain
payments made to nonresidents for
income received from California sources.
The withholding rate is seven percent
unless a waiver is granted by the
Franchise Tax Board (FTB).

C Income Subject to
Withholding

The items of income subject to
withholding include, but are not limited to:

e Compensation for services performed
in Galifornia by nonresidents (including
payment of expenses). For more
information, get FTB Pub. 1017,
Resident and Nonresident Withholding
Guidelines.

e Rent paid to nonresidents on
commercial real or personal property
located in California if the rent is paid
in the course of the withholding agent’s
business.

e Royalties paid to nonresidents for the
right to use natural resources located
in California.

e Distributions of California source
taxable income to nonresident
beneficiaries from an estate or trust.

e Prizes and winnings received by
nonresidents for contests in California.

e Distributions of California source
taxable income to a domestic

(nonforeign) nonresident S corporation

shareholder, partner, or member. For
more information, get FTB Pub. 1017.

e Allocations of California source
income or gain to foreign (non-U.S.)
nonresident partners or members. For
more information, get FTB Pub. 1017.
There are no provisions in the
California R&TC to waive withholding
for foreign (non-U.S.) S corporation
shareholders, partners, or members.

e Qther California source income paid to
nonresidents.

Compensation for services includes
payments for personal services rendered
in California, commissions paid to
salespersons or agents for orders
received or sales made in California, fees
for professional services rendered in
California, and payments to entertainers,
wrestlers, boxers, etc., for performances
in California.

When compensation is paid for services
performed both within and outside of
California, the portion paid for services
rendered in California and subject to
withholding should be determined by an

allocation. Refer to Form 587, Nonresident

Withholding Allocation Worksheet.

Use Form 592, Quarterly Resident and
Nonresident Withholding Statement,
Form 592-A, Foreign Partner or Member
Quarterly Withholding Remittance
Statement, and Form 592-F, Foreign
Partner or Member Annual Return, to
report and remit withholding to the FTB.

Domestic nonresidents may use

Form 589, Nonresident Reduced
Withholding Request, to request the
reduction in the standard seven percent
withholding amount that is applicable
to California source payments made to
nonresidents.

D Exceptions to Withholding

Withholding is not required when:

e The payment is for goods.
e The payment is being made to a

resident of California, an S corporation,

a partnership, or an LLC that has

a permanent place of business in
California. Form 590, Withholding
Exemption Certificate, can be used
by vendors/payees to certify that they
are residents of California or have

a permanent place of business in

California. Withholding agents should
keep the signed form containing

this certification and provide it to

the FTB upon request. Withholding
agents are relieved of the withholding
requirements if they rely in good faith
on a signed certification (Form 590)
that the vendor/payee is a resident of
California or has a permanent place of
business in California. This exception
does not apply, if the resident,

S corporation, partnership, or LLC that
has a permanent place of business in
California is acting as an agent for the
actual vendor/payee.

The withholding agent’s total payments
of California source income to the
vendor/payee are $1,500 or less for the
calendar year.

The payments are for income from
intangible personal property, such as
interest and dividends, unless derived
in a trade or business or the property
has acquired a business situs in
California.

The payments are for services
performed outside of California or for
rents, royalties, and leases on property
located outside of California.

The payment is to a nonresident
corporate director for director
services, including attendance at board
meetings.

The vendor/payee is a tax-exempt
organization under either California

or federal law (provide a completed
Form 590 to the withholding agent

to certify).

The vendor/payee receives a written
authorization from the FTB waiving the
withholding.

The domestic (nonforeign) nonresident
S corporation shareholder, partner, or
member provides the S corporation,
partnership, or LLC with a properly
completed and signed Form 590-P,
Nonresident Withholding Exemption
Certificate for Previously Reported
Income.

The income of nonresident

S corporation shareholders, partners,
or members, including a bank or
corporation, is derived from qualified
investment securities of an investment
partnership.

Form 588 Instructions 2008 Page 1





Withholding Waivers

The FTB issues a determination letter. A
withholding agent must have received
the determination letter authorizing a
waiver of withholding before eliminating
withholding on payments made to
nonresidents. The withholding agent
retains the waiver for a minimum of five
years.

Withholding waivers issued by the FTB
apply only for the limited purpose of
determining the withholding obligation
under R&TGC Section 18662. They do

not apply to the taxability of income.

A withholding waiver is effective for a
maximum of two years from the date

the waiver is granted. If you previously
received a withholding waiver and wish to
have it extended, submit a new request on
Form 588 and attach a copy of the original
authorization letter. The acceptance of
evidence submitted with the application

is not binding on the FTB for any purpose
other than for issuing a withholding
waiver.

Specific Instructions

The withholding agent, S corporation,
partnership, LLC, vendor/payee, estate, or
trust may complete and sign this form.

Complete the entire form and attach the
information supporting your request.
Failure to include necessary information
and documents may delay issuance or
denial of the waiver.

Private Mail Box

Include the Private Mail Box (PMB) in the
address field. Write “PMB” first, then the
box number. Example: 111 Main Street
PMB 123.

Part | - Check the box indicating the type
of payment for which a waiver is being
requested.

Part Il - Enter the name, address
(including PMB, if applicable), and to
whose attention the withholding certificate
is to be mailed. Include a daytime
telephone number, with area code, so we
can call if we need additional information.

Part Il - Enter the information related
to the withholding agent, S corporation,
partnership, LLC, estate, or trust making
the payments. Use a separate form or
attach a list if there is more than one
withholding agent.

Part IV - List the name, address and
social security number (SSN), individual
taxpayer identification number (ITIN),
California corporation number, or federal
employer identification number (FEIN)

of the nonresident vendor/payee. If there
are more than two Vendor/Payees enter
than information on Side 2. Use additional
pages as needed.

Under “Reason for Waiver Request,” enter
the letter code that corresponds to your
reason for requesting a waiver.

If you choose Reason D, provide the date
that the shareholder, partner, or member
was admitted below the letter code (D) in
the Reason for Waiver Request box.

If you choose Reason E, provide all of the
required additional information.

If vendor/payee chooses Reason B, but
does not have California taxable returns
on file for the two most recent taxable
years (as described in Reason A), then the
resulting waiver will be effective for one
year.

Part V - Sign and date the request.
When and Where to File

Submit your request for a waiver at

least 21 business days before making a
payment to allow the FTB time to process
your request.

Mail Form 588 to:

WITHHOLDING SERVICES AND
COMPLIANCE MS F182
FRANCHISE TAX BOARD

PO BOX 942867

SACRAMENTO CA 94267-0651

Or
Fax to: 916.845.9512

Where to get Publications,
Forms, and Information

By Internet: You can download, view, and
print California tax forms and publications
from our website at fth.ca.gov.

By Phone: To have publications or
forms mailed to you, or to get additional
nonresident withholding information,
contact Withholding Services and
Compliance at the address or automated
number below:

WITHHOLDING SERVICES AND
COMPLIANCE MS F182
FRANCHISE TAX BOARD

PO BOX 942867

SACRAMENTO CA 94267-0651

Telephone: 888.792.4900
916.845.4900 (not toll-free)

Fax: 916.845.9512

Where to get Publications,
Forms, and Information
Unrelated to Nonresident
Withholding

By Automated Phone Service: Use this
service to check the status of your refund,
order Galifornia forms, obtain payment
and balance due information, and hear
recorded answers to general questions.
This service is available 24 hours a day,

7 days a week, in English and Spanish.

From within the

United States. ......... 800.338.0505
From outside the
United States. ......... 916.845.6600

(not toll-free)

Follow the recorded instructions. Have
paper and pencil handy to take notes.

By Mail: Allow two weeks to receive your
order. If you live outside of California,
allow three weeks to receive your order.
Write to:

TAX FORMS REQUEST UNIT MS F284
FRANCHISE TAX BOARD

PO BOX 307

RANCHO CORDOVA CA 95741-0307

In Person: Many libraries now have
internet access. A nominal fee may apply
to download, view, and print California
forms and publications. Employees at
libraries cannot provide tax information or
assistance.

Assistance for persons with disabilities
We comply with the Americans with
Disabilities Act. Persons with hearing or
speech impairments call:

TTY/TDD: 800.822.6268

Asistencia para personas
discapacitadas. Nosotros estamos en
conformidad con el Acta de Americanos
Discapacitados. Personas con problemas
auditivos o dificultad con el habla pueden
llamar al TTY/TDD 800.822.6268.
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TAXABLE YEAR

2009

Nonresident Reduced Withholding Request

CALIFORNIA FORM

589

Part 1 Vendor/Payee

Name of Vendor/Payee (include DBA if entertainer)

OSSN or ITIN

Address (including suite, room, PO Box, or PMB no.)

O FEIN O CA Corp no.

City State | ZIP Code Vendor/Payee fax number

( )
Part 11 Withholding Agent

Name of Withholding Agent [JSSNorITIN

Venue O FEIN [ CA Corp no.

Address (including suite, room, PO Box, or PMB no.) Withholding Agent fax number
( )

City State | ZIP Code Daytime telephone number

( )

Part 111 Type of Income Subject to Withholding

Check one type only. e
A [ Payment to Independent Contractor (I/C)

B I Payment to I/C Entertainers/Athletes/Speakers

C I Trust Distributions
e Date(s) of Service

D [ Rents or Royalties

E [ Distributions to Domestic Nonresident
S Corporation Shareholders/Partners/
Members/Beneficiaries

[ Estate Distributions

F
G [ Other

Part IV Withholding Amount

1 Gross California Source Payment .. ... ... .. ... . . ol
Expenses:
2 AVEIISING . . oo 2
3 CommISSIONS ANA 8BS . . . .\ vt 3
4 Cost of labor (contract [abor) . .. ... .. 4
B INSUIANCE . . o e 5
6 Legal, professional, and/or managementfees ........ ... ... . . . ... 6
T RENtOrlBaSE . . .t 7
8 SUPDIES . . vt 8
9 Travel, meals, and entertainment . .. ... .. 9
Other Expenses (specify)
10 10
"M 11
12 Total amount of expenses. Add line 2 through 11 and enter the amount here............. .. ... ... ... ... ... 012
13 Net California Source Payment. Subtract line 12 from line 1 and enter the amounthere............ ... ... ... .... 13
14 Withholding Amount. Multiply the amount on line 13 by seven percent (.07) and enter the amount on line 14. This is the
proposed reduced withholding amount. This amount must be verified and approved by the Franchise Tax Board (FTB)
prior to the requestor receiving payment for SEIVICES . ... ...ttt 14 0

Submit requests to: WITHHOLDING SERVICES AND COMPLIANCE, FRANCHISE TAX BOARD, PO BOX 942867, SACRAMENTO CA 94267-0651
Or, FAX the request to the FTB at (916) 845-9512.

Part V Vendor’s/Payee’s Signature

Under penalties of perjury, | hereby certify that the information provided is, to the best of my knowledge, true and correct. | understand that the Franchise Tax Board
may review all relevant documentation upon request in order to verify the payment amount and expenses above. This form is a request for a reduced withholding
amount and does not guarantee the requestor the reduced withholding amount unless approved by the Franchise Tax Board in writing. If this request is approved and
| subsequently receive a gross California source payment exceeding the amount on line 1, | understand that the withholding agent will withhold seven percent of the
additional gross California source payment amount in excess of the amount on line 1.

)
Date:
)

Vendor’s/Payee’s Name Phone Number: (

Vendor’s/Payee’s Signature

Phone Number:(
Preparer’s SSN/PTIN

Preparer’s Name

Preparer’s Signature Date:

1

Reset Form |Form 589 c2 2008

For Privacy Notice, get form FTB 1131. 8101093 | [






Instructions for Form 589
Nonresident Reduced Withholding Request

General Information

Beginning January 1, 2008:

e Domestic nonresidents may request a
reduction in the standard seven percent
withholding amount that is applicable
to California source payments made to
nonresidents using Form 589, Nonresident
Reduced Withholding Request.

e Tax withheld on California source payments
to domestic nonresidents is remitted to the
Franchise Tax Board (FTB) on a quarterly
basis (similar to estimate tax payments).
For more information, get Form 592,
Quarterly Resident and Nonresident
Withholding Statement.

Round Cents To Dollars — Round cents to
the nearest whole dollar. For example, round
$50.50 up to $51 or round $25.49 down to
$25.

A Purpose

A domestic nonresident taxpayer that can
show that the required seven percent rate

of withholding will result in excessive
withholding, should use Form 589, to apply for
a reduction in the amount to be withheld (see
R&TC Section 18662).

Do not use Form 589 to request a reduced
withholding amount if you are one of the
following:

e Foreign (non-U.S.) partner or member.
There are no provisions in the California
R&TC to waive or reduce withholding for
foreign partners or members.

e Seller of California real estate. Sellers
of California real estate should use
Form 593-C, Real Estate Withholding
Certificate.

Form 589 does not apply to payments for
wages to employees. Wage withholding is
administered by the California Employment
Development Department (EDD). For more
information, contact EDD customer service at
888.745.3886 or go to their website at
www.edd.ca.gov.

For California withholding purposes only, a
reference in these instructions to:

e “Nonresident” includes all of the following:
 Individuals who are not residents of
California.

e Corporations not qualified through the
Secretary of State to do business in
California or having no permanent place
of business in California.

e Partnerships or limited liability
companies (LLCs) with no permanent
place of business in California.

e Any trust without a resident grantor,
beneficiary, or trustee, or estates where
the decedent was not a California
resident.

e “Foreign” refers to non-U.S.

B When and Where to File

The vendor/payee must submit Form 589

to the FTB before receiving payment for
services. Form 589 is a request for a reduced
withholding amount and does not guarantee
the domestic nonresident vendor/payee a
reduction in withholding unless approved

by the FTB prior to the payment for services
being performed. Allow 10 business days for
processing. Submit requests to:

WITHHOLDING SERVICES AND
COMPLIANCE

FRANCHISE TAX BOARD

PO BOX 942867

SACRAMENTO CA 94267-0651

FAX: 916.845.9512

In an effort to accommodate requests as timely
as possible, requests for reduced withholding
amounts should be received by the FTB at
least 10 business days prior to payment for
the services performed. Failure to submit
timely requests may result in a seven percent
withholding requirement.

Upon receipt of the completed and signed
Form 589, the FTB will review the request for
a reduced withholding amount. A signature

is required on Form 589 from the requestor

or vendor/payee, in order for the FTB to
process. The FTB may request to review

all relevant documentation including, but

not limited to, receipts and contracts, in

order to verify the payment and expense
amounts. Upon reviewing the request and
supporting documentation, the FTB will make
a determination of how much withholding is
appropriate for the services performed. Upon
making a determination, the FTB will provide a
notice to the vendor/payee and the withholding
agent with the approved amount to be withheld
on the payment outlined on Form 589. The
withholding agent will be instructed to withhold
the approved amount and remit to the FTB
with their next Form 592. In addition, the
withholding agent will be instructed to withhold
and remit seven percent of any payment made
to the vendor/payee in excess of the gross
California source payment amount reported on
Form 589.

Specific Instructions

Taxable Year — Make sure the year in the
upper left corner of Form 589 represents the
taxable year for which the services are being
performed.

Part | - Vendor/Payee

Enter the identification number, name, and
address for the vendor/ payee who will be
performing the services. Include the Doing
Business As (DBA), in this field, if you are an
entertainer and performing under a different
name.

Include the Private Mail Box (PMB) in the
address field. Write “PMB” first, then the box
number. Example: 111 Main Street PMB 123.

Foreign Address: Enter the information in

the following order: City, Country, Province/
Region, and Postal Code. Follow the country’s
practice for entering the postal code. Do not
abbreviate the country’s name.

Part Il - Withholding Agent

Enter the withholding agent’s name,
identification number, and address. The
withholding agent is the party that will be
providing payment to the vendor/payee for
services performed. Include the Private Mail
Box (PMB) in the address field. Write “PMB”
first, then the box number. Example: 111 Main
Street PMB 123.

Part Il - Type of Income
Subject to Withholding

Check the box that reflects the type of payment
that will be received for services performed on
the date(s) specified. Check one type only.

Date(s) of Service — Enter the date(s) the
services are being performed. The dates of
service should reflect the same taxable year as
shown in the upper left corner of Form 589.

Part IV — Withholding Amount

Line 1 - Enter the total gross California source
payment the vendor/payee expects to receive
for performing services. If the vendor/payee
and withholding agent have entered into a
contract for services, this amount should
match the gross payment.

Expenses — The vendor/payee should enter
any direct expenses on lines 2-11 that will

be incurred or paid by the vendor/payee for
performing the services in California. The

FTB may verify the expenses by requesting
supporting documentation. Payments the
vendor/payee makes to nonresident third
parties may meet the requirements for
withholding and remitting seven percent of the
payment to the FTB.

Line 2 — Advertising

Enter any advertising expenses that are
directly related to the date(s) of the services
performed.

Line 3 — Commissions and Fees

Enter any commissions and fees paid that are
directly related to the date(s) of the services
performed.
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Line 4 - Cost of Labor (Contract Labor)
Enter the total cost of labor for the date(s) of
services performed. Do not include salaries
and wages paid to your employees.

Line 5 - Insurance

Enter the premiums paid for business
insurance related to the date(s) of services
performed. Do not enter amounts credited to a
reserve for self-insurance or premiums paid for
a policy that pays for the lost earnings due to
sickness or disability.

Line 6 — Legal, Professional, and/or
Management Fees

Enter the fees paid for legal, professional,
and/or management advice related to the
date(s) of the services performed.

Line 7 - Rent or Lease
Enter the amount paid to rent or lease vehicles,
machinery, equipment, or other property, such
as office space, that is related to the date(s) of
the services performed.

Line 8 — Supplies
Enter the cost of supplies consumed and used
during the date(s) of the services performed.

Line 9 — Travel, Meals, and Entertainment
Enter the expenses for lodging and
transportation connected with overnight travel
away from your home that is directly related

to the date(s) of the services performed. Enter
only the deductible portion of the business
meal and entertainment expenses that are
directly related to the date(s) of the services
performed.

Line 10 and Line 11 — Other Expenses
(specify)

Enter other direct expenses, costs, or special
circumstances that justify reduced withholding,
including all ordinary and necessary business
expenses not deducted elsewhere on

Form 589. List the type and amount of each
expense separately in the space provided.

Do not include the expenses paid or incurred
by a third party, such as a booking agent or
performance venue. Do not include the cost of
business equipment or furniture, replacements
or permanent improvements to property, or
personal, living, and family expenses. Do not
include charitable contributions. In addition,
you cannot deduct fines or penalties paid to a
city, county, or state government agency for
violating any law. If additional space is needed,
attach a separate schedule that lists the type
and amount of of each expense.

Line 12 — Total Amount of Expenses

Add lines 2 through 11. This is the total
amount of direct expenses the vendor/payee
incurred or paid for the date(s) of the services
performed.

Line 13 - Net California Source Payment
Subtract line 12 from line 1. This is the net
California source payment after the vendor/
payee subtracts all direct expenses. This is the
amount subject to seven percent withholding.

Line 14 — Withholding Amount

Multiply the amount on line 13 by seven
percent (.07). This is the proposed reduced
withholding amount. This amount must be
verified and approved by the FTB prior to the
vendor/payee receiving payment for services.

Part V - Vendor’s/Payee’s
Signature

Complete the vendor’s/payee’s and preparer’s
information. The FTB will not process this form
without a signature.

Additional Information

For additional information regarding
nonresident withholding go to our website

at fth.ca.gov and search for nonresident
withholding. To speak to a representative
regarding this form, call Withholding Services
and Compliance automated telephone service
at: 888.792.4900 or 916.845.4900 (not
toll-free).

OR write to:

WITHHOLDING SERVICES AND
COMPLIANCE

FRANCHISE TAX BOARD

PO BOX 942867

SACRAMENTO CA 94267-0651

For information on requirements to file a
California tax return or to get forms, call:

From within the

United States .. ............. 800.852.5711
From outside the
United States .. ............. 916.845.6500

(not toll-free)

You can download, view, and print California
tax forms and publications from our website at
ftb.ca.gov.
OR to get forms by mail write to:

TAX FORMS REQUEST UNIT

FRANCHISE TAX BOARD

PO BOX 307

RANCHO CORDOVA CA 95741-0307
Assistance for Persons with Disabilities
We comply with the Americans with Disabilities
Act. Persons with hearing or speech
impairments, please call:
TIYTDD ..o 800.822.6268
Asistencia Telefonica y en el Internet

Dentro de los Estados Unidos,

llameal ................... 800.852.5711
Fuera de los Estados
Unidos, llameal............. 916.845.6500

(cargos aplican)
Sitio web: fth.ca.gov

Asistencia para personas discapacitadas
Nosotros estamos en conformidad con el Acta
de Americanos Discapacitados. Personas con
problemas auditivos o de habla pueden llamar
al TTY/TDD 800.822.6268.
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YEAR CALIFORNIA FORM

Withholding Exemption Certificate

2009 (This form can only be used to certify exemption from nonresident withholding under California 590
R&TC Section 18662. Do not use this form for exemption from wage withholding.)

File this form with your withholding agent. (Please type or print)
Withholding agent’s name

Vendor/Payee’s name Vendor/Payee’s [ SSNor ITIN
[0 SOSfileno. [0 CAcorp.no. [ FEIN

Address (including number and street, PO Box, or PMB no.) Apt. no./ Ste. no.

City State | ZIP Code

Read the following carefully and check the box that applies to the vendor/payee.

| certify that for the reasons checked below, the entity or individual named on this form is exempt from the California income tax
withholding requirement on payment(s) made to the entity or individual.

[J Individuals — Certification of Residency:
| am a resident of California and | reside at the address shown above. If | become a nonresident at any time, | will promptly
notify the withholding agent. See instructions for General Information D, Who is a Resident, for the definition of a resident.

[J Corporations:
The above-named corporation has a permanent place of business in California at the address shown above or is qualified
through the California Secretary of State (SOS) to do business in California. The corporation will file a California tax return
and withhold on payments of California source income to nonresidents when required. If this corporation ceases to have
a permanent place of business in California or ceases to do any of the above, | will promptly notify the withholding agent.
See instructions for General Information E, What is a Permanent Place of Business, for the definition of permanent place of
business.

[0 Partnerships:
The above-named partnership has a permanent place of business in California at the address shown above or is registered
with the California SOS, and is subject to the laws of California. The partnership will file a California tax return and will
withhold on foreign and domestic nonresident partners when required. If the partnership ceases to do any of the above, | will
promptly inform the withholding agent. For withholding purposes, a Limited Liability Partnership (LLP) is treated like any other
partnership.

[J Limited Liability Companies (LLC):
The above-named LLC has a permanent place of business in California at the address shown above or is registered with the
California SOS, and is subject to the laws of California. The LLC will file a California tax return and will withhold on foreign and
domestic nonresident members when required. If the LLC ceases to do any of the above, | will promptly notify the withholding
agent.

0 Tax-Exempt Entities:
The above-named entity is exempt from tax under California R&TC Section 23701 (insert letter) or Internal Revenue
Code Section 501(c) (insert number). The tax-exempt entity will withhold on payments of California source income to
nonresidents when required. If this entity ceases to be exempt from tax, | will promptly notify the withholding agent. Individuals
cannot be tax-exempt entities.

[0 Insurance Companies, IRAs, or Qualified Pension/Profit Sharing Plans:
The above-named entity is an insurance company, IRA, or a federally qualified pension or profit-sharing plan.

[0 California Trusts:
At least one trustee of the above-named trust is a California resident. The trust will file a California fiduciary tax return and will
withhold on foreign and domestic nonresident beneficiaries when required. If the trustee becomes a nonresident at any time, |
will promptly notify the withholding agent.

[0 Estates — Certification of Residency of Deceased Person:

I am the executor of the above-named person’s estate. The decedent was a California resident at the time of death. The estate
will file a California fiduciary tax return and will withhold on foreign and domestic nonresident beneficiaries when required.

CERTIFICATE: Please complete and sign below.

Under penalties of perjury, | hereby certify that the information provided in this document is, to the best of my knowledge, true and
correct. If conditions change, | will promptly notify the withholding agent.

Vendor/Payee’s name and title (type or print) Daytime telephone no.

Vendor/Payee’s signature » Date

For Privacy Notice, get form FTB 1131. | 7061093 | Form 590 c2 2008





Instructions for Form 590

Withholding Exemption Certificate

References in these instructions are to the California Revenue and Taxation Code (R&TC).

General Information

For purposes of California income tax, references
to a spouse, a husbhand, or wife also refer to

a Registered Domestic Partner (RDP) unless
otherwise specified. For more information on
RDPs, get FTB Pub. 737, Tax Information for
Registered Domestic Partners.

Private Mail Box. Include the Private Mail Box
(PMB) in the address field. Write “PMB” first,
then the box number. Example: 111 Main Street
PMB 123.

A Purpose

Use Form 590, Withholding Exemption Certificate,
to certify an exemption from nonresident
withholding. California residents or entities
should complete and present Form 590 to the
withholding agent. The withholding agent is then
relieved of the withholding requirements if the
agent relies in good faith on a completed and
signed Form 590 unless told by the Franchise Tax
Board (FTB) that the form should not be relied
upon.

Important - This form cannot be used for
exemption from wage withholding. If you are

an employee, any wage withholding questions
should be directed to the FTB General Information
number, 800.852.5711. Employers should

direct their calls to the California Employment
Development Department (EDD) at 888.745.3886
or go to their website at www.edd.ca.gov.

Sellers of California real estate use Form 593-C,
Real Estate Withholding Certificate, not Form 590.

B Requirement

R&TC Section 18662 requires withholding of
income or franchise tax on payments of California
source income made to nonresidents of California.

Withholding is required on the following, but is
not limited to:

e Payments to nonresidents for services
rendered in California.

e Distributions of California source income
made to domestic nonresident S corporation
shareholders, partners and members and
allocations of California source income made to
foreign partners and members.

e Payments to nonresidents for rents if the
payments are made in the course of the
withholding agent’s business.

e Payments to nonresidents for royalties for
the right to use natural resources located in
California.

e Distributions of California source income to
nonresident beneficiaries from an estate or
trust.

e Prizes and winnings received by nonresidents
for contests in California.

For more information on withholding and

waiver requests, get FTB Pub. 1017, Resident
and Nonresident Withholding Guidelines. To

get a withholding publication see General
Information G, Where to Get Publications, Forms,
and Additional Information.

C Who can Execute this Form

Form 590 can be executed by the entities listed on
this form.

For payments made for services of a performing
entity, the performing entity or the performing
entity’s partnership or corporation should
complete this form. The performing entity’s agent
or other third party cannot complete this form.

The grantor of a grantor trust shall be treated

as the vendor/payee for withholding purposes.
Therefore, if the vendor/payee is a grantor trust
and one or more of the grantors is a nonresident,
withholding is required. If all of the grantors

on the trust are residents, no withholding is
required. Resident grantors can check the box on
Form 590 labeled “Individuals — Certification of
Residency.”

D Who is a Resident

A California resident is any individual who is in
California for other than a temporary or transitory
purpose or any individual domiciled in California
who is absent for a temporary or transitory
purpose.

An individual domiciled in California who is absent
from California for an uninterrupted period of at
least 546 consecutive days under an employment-
related contract is considered outside California
for other than a temporary or transitory purpose.

An individual is still considered outside California
for other than a temporary or transitory purpose
if return visits to California do not total more than
45 days during any taxable year covered by an
employment contract.

This provision does not apply if an individual
has income from stocks, bonds, notes, or
other intangible personal property in excess
of $200,000 in any taxable year in which the
employment-related contract is in effect.

A spouse/RDP absent from California for an
uninterrupted period of at least 546 days to
accompany a spouse/RDP under an employment-
related contract is considered outside of California
for other than a temporary or transitory purpose.

Generally, an individual who comes to California
for a purpose which will extend over a long or
indefinite period will be considered a resident.
However, an individual who comes to perform

a particular contract of short duration will be
considered a nonresident. For assistance in
determining resident status, get FTB Pub. 1031,
Guidelines for Determining Resident Status, or
call the FTB at 800.852.5711 or 916.845.6500
(not toll-free).

E What is a Permanent Place of
Business

A corporation has a permanent place of business
in California if it is organized and existing

under the laws of California or if it is a foreign
corporation qualified to transact intrastate
business by the California SOS. A corporation that
has not qualified to transact intrastate business
(e.g., a corporation engaged exclusively in
interstate commerce) will be considered as having

a permanent place of business in California only if
it maintains a permanent office in California that is
permanently staffed by its employees.

F Withholding Agent

Keep Form 590 for your records. Do not send this
form to the FTB unless it has been specifically
requested.

For more information, contact Withholding
Services and Compliance, see General
Information G.

The vendor/payee must notify the withholding
agent if any of the following situations occur:

e The individual vendor/payee becomes a
nonresident.

e The corporation ceases to have a permanent
place of business in California or ceases to be
qualified to do business in California.

e The partnership ceases to have a permanent
place of business in California.

e The LLC ceases to have a permanent place of
business in California.

e The tax-exempt entity loses its tax-exempt
status.

The withholding agent must then withhold and
remit the withholding using Form 592-A, Foreign
Partner or Member Quarterly Withholding
Remittance Statement. Form 592, Quarterly
Resident and Nonresident Withholding Statement,
and Form 592-B, Resident and Nonresident
Withholding Tax Statement, is retained by the
withholding agent and a copy is given to the
payee.

G Where to Get Publications,
Forms, and Additional
Information

You can download, view, and print California tax
forms and publications from our website at
fth.ca.gov.

To have publications or forms mailed to you

or to get additional nonresident withholding
information, contact the Withholding Services and
Compliance.

WITHHOLDING SERVICES AND
COMPLIANCE MS F182
FRANCHISE TAX BOARD

PO BOX 942867
SACRAMENTO CA 94267-0651

Telephone: 888.792.4900
916.845.4900
Fax: 916.845.9512

Assistance for persons with disabilities:

We comply with the Americans with Disabilities
Act. Persons with hearing or speech impairments
call TTY/TDD 800.822.6268.

Asistencia para personas discapacitadas.
Nosotros estamos en conformidad con el Acta
de Americanos Discapacitados. Personas con
problemas auditivos pueden llamar al TTY/TDD
800.822.6268.

(not toll-free)
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anchise Tay Board

Decision Charts for Those Who Pay California Source Income o

Monresidents

If you pay California source income to nonresidents of Catifornia, you must withhold and send us 7 percent of
all payments that exceed $1,500 in & calendar vear (R&TC Section 18662)

Use the charts below to determine If or how much you are required to withhold. For complete details,
pleass see the applicable FTB forms and instructions,

% No withholding reguired
Withhelding reguired
Waived withholding

# Reduced withholding

Mo Wikhholding Reguired

if you pav... And..

A corporation Eithar of the following is
An LLC true:

A partnership 1 It is qualified with the
California Secretary of
State to do business in
California.

# It has a permanent place of
business in California

An individual The pavee is a California
resident

A tax-exempt The payee is exempt from
entity tax under federal law

Them..

% The payee should complete FTB Form 580,

Withheiding Exemption Certificate, and give it to
the withholding agent.

% No withhelding regufred with a valid Form

580

¢ The payee should complete FTB Form 590,
Withhelding Exemption Certificate, and giva it to
the withhelding agent

% Mo withholding required with a valid Form

598,

% The payee should complete FTB Form 590,

Withholding Exernption Certificate, and give it to
the withholding agent,

g Mo withholding required with a valid Form

E8g,

Withholding Required

If you pav... And...

Thent..

AR LLC frue:
% A partnership

= It is not qualified with the
California Secretary of
State to do business in
California

7 Tt does not maintain a
permanent place of
business in California

T~

& Withhold 7 percent from all California source

income payments that exceed $1,500 in a
calendar year uniess you receive other
information from us

% Send payments to us with a completed FTB Form

592, Quarterly Resident and Nenresident
Withhalding Statement See Form 592 for
payment due dates,

% Before January 31 following the close of the

calendar vear, provide the payee a statement
showing the total amount of income subject to

1AL AAN 1YY 10T
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withholding and the total amount withheld You
may use FTB Form 592-B, Resident and
Nonresident Withholding Tax Statement, for this
purpose See Form 592-B instructions for more
details

it Keep copies for your records

An individual The payee is not a % Withhold 7 percent from all California source
resident of California income payments that exceed $1,500 in a
calendar year unless you receive other
information from us

i Send payments to us with a completed FTB Form
592, Quarterly Resident and Nonresident
Withholding Statement. See Form 592 for
payment due dates,

i Before January 31 following the close of the
calendar year, provide the payee a statement
showing the total amount of income subject to
withholding and the total amount withheld. You
may use FTB Form 592-B, Resident and
Nonresident Withholding Tax Statement, for this
purpese. See Form 592-B instructions for more
details

% Keep copies for your records

Waivad Withholding

If you pav... And... Then..

3 A corporation Both of the foI[onng are Mo withholding required with a waiver
AR LLG true: approval letter from us.

@ A partnership

 An individual §F The payee or you submit to

us FTB Form 588,
Nonresident Withholding
Waiver Request, allowing
us at least 21 business
days before you make the
California source income
payment

iit The payee and you receive
a waiver approval letter

from us
Reducad Withholding
If you pay... And... Then...
¥ A corporation Both of the fellowing are & Withhold the amount per the letter from us
1 An LLC true: # Send payments to us with a completed FTB Form
& A partnership ” 592, Quarterly Resident and Nonresident

2 An individual Discla

~IRENEE PRI S pblic ResbtidboMing Ciintitims, c5agsEorm 502 for
Reduced ViV State paviaéifibain dates.

ordin # Before January 31 following the close of the

Request, allc_)wmg us at calendar year, provide the payee a statement

ieast.lo busmess days showing the total amount of income subject to

befpre you malke Fhe withhelding and the total amount withheld, You

California source income may use FTB Form 592-B, Resident and
payment. Nonresident Withholding Tax Statement, for this
= We send youa Request for purpose. See Form 592-B instructions for more

Reduced Withholding - details

Approval letter. it Keep copies for your records






