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811 Shared Service Providers

This ig In response te your memocrandum dated August I,
1988 in which you ask usg to review a response from your staff co
a request for exemption under the 911 Surcharge for ar insurance
company which shares services through & Shared Service
Provider, Jim Van Gundy of your staff states that &lthough th
Internal Revenue Service considers the Shared Service Provide
‘to be the manager of the sharecd service arrangement and that
such manager resells to the other joint users, the PUC considers
the shared Service Provider tc be a service user not subject to
regulation. This apparently means that the Shared Service
Provider does not file a tariff with the PUC with respect to its
Shared Service Provider activities,

The Emergency Telephone Users surcharge is imposed upon
the service user and is required to be collected by the service
supplier. (Rev. & Tax. Code §§ 41021, 41022.) The tax imposed
upon insurance companies under California Constitutien, Article
XII1, Section 28, is 1im lieu of all other taxes imposed upon
those insurance companies with exceptions not relevant hers.
Thus, whan & gervice supplier provides service directly to an
insurance company, the surcharge, which would otherwise be
imposed ¢irectly upon the insurance company, <oes not apply.
(Rev, Tax. Code § 41027, Reg. 2413(b)(4).)

A rvice supplier fcr purposes of the surcharge iz
ing intrastate telephone commrunicaticn services
alifornia Intrastate Tariffs. (Rev, & Tax. Code &
41007.) interpret the provisions ¢f the Surchsarge Law such
that the oviding of service by one service supplier t¢ another
is npot subiect to the surcharge as the prroviding of service te
a2 service user if the purchasing service supplier does nct use
the provided service except to previde it to ancther person.
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not a service supplier, that person is & service uger, unles

specifically exempted, and is required te pay the surcharge uben
it pays itc 1illing ta the service suppller. (kev., & Tax. Code
Lo4100%, 41520, 41021, 41627.)
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I acsume that .. doecs
with the insurance companv. Rather, it a;;
; A sarvice suppliﬂr, nrovices ser»;

Erovider whoe manages the use of that sarv

Service Trovider does not supply services ,.L' 2 to
intrastats tariff and therefore must be regzarder 2g the 3¢
of the service provided by the service Qu?{liﬁ?. As a @ ice
user, it must pay the surcharge which the sarvice supplier is
required to collect. The fact that the manrer in which the
Shared Service Previder uses the servicée invelves sharing it
.with &n insurance company does not affect the *ﬂ;fsis. Since

the service user in this situation is the Sha

T Service
Provider and not the insurance company, the =u

cnarge &pplies.

The fact that an insurance company reimburses the
Shared Service Provider for a portiom of the surcharge imposed
upen the Shared Service Provider does not mean that the
insurance company is paying & surcharge and cdoes not form the
basis of an exemption for a part of the surcharge paid by the
Shared Saervice Provider. This is similar toc the analysis under
the Sales and Uge Tax Law. WYhen a retailer makes a sale to an
insurance company which would etherwise be subject to use tax
impcsed upon the insurance company, no tax is imposed. (Req.
1567(b).} On the other hané, when & retziler rakes & gale to an
insurance company subject to sales tax, sales tax does apply.
Even if the insurance company pays sales tax relmbursement to
the retailer, the tax 1is impcsed upon the retailer and not the
insurance company andé the in lieu previsions of the Constitution
do not provide for exemption. Simlilarly, the surcharge in the
case at issue is imposed upon the Shared Service Provider.
Regardless of reimbursement paid by the insurance company, the
surcharge remairns applicable. The application eof Federal Excice
Tax under Federal Law dces not affect the analysis under the
Emergency Telephone Users Surcharge.

You asked us to review the analysis of Mr. Van Gunay.
Although we tasically agree with his analysis, we belleve that
perhaps the above explanation would be easier frr the partics to
understand,
DHL:ss
cc: Lawrence A, Augucta i
£. Leglie Scrensen, Jr.




