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911 S h a r e d  Service Providcrs 

f n i c  i& in reEponse t o  your we%orsn2u~1  a a t e d  August ?, 
1988 in w k i c h  you ask us to revies a response from your  staff t o  
a request f o r  exemption u n d e r  t h e  911 S u r c h a r q e  f o r  an incgrzince 
coapany w h i c h  s h a r e s  services through a ShzreG se rv i ce  
Provider. J i m  Van Gundy of y o u r  s t a f f  etates t h s t  elthough t he  
I n t e r n a l  K e v e n u e  Service considers the Sharsd Service Pravider 
to be t h e  manager of t h e  shared  service ar rangement  and t h a t  
s u c h  manager resells to t h e  other j c i n t  users, the PUC considers 
the Sha red  Service P r o v i d e r  t c  be a service user n o t  subject  co 
regulation. T h i s  apparently means t h a t  the Shared Service 
Provider does n o t  f i l e  a t z r F f f  with t h e  PUC with respect to its 
Shared Service Provider activities. 

T h e  Emergency Telephone  Users surcharge  is inposed uyon 
t h e  service user and is required to be collected by the service 
supplier. ( R e v .  & Tax, Code 5 6  41021, 41022.) The t a x  i ~ p o s e 1 5  
upcn insurance cowpnnles u n d e r  California C o n s t . i t u t i o n ,  Article 
XILI, Section 28, is in lieu of a l l  o t h e r  t z x e s  inposed upqc 
those  i n ~ u r a n c c  co~panfes w i t h  exce~tions a c t  relevant h e r e .  
T h u s ,  w h e n  2 service supplier provides service directly to a n  
Insurance ccmpany, t h e  s u r c h a r g e ,  which w o u l d  otherwise be 
imposes Cirectly upon t h e  insurhnca company, does nat apply. 
(Rev ,  & T a x .  C o d e  5 41027, Reg. 2 4 1 3 f b 2 ( 4 ) . 1  

A service ~ u p p l i e r  f c r  purposes of t h e  s u r c h a r g e  Is any  
F:er&on y rou iC ing  i n t r a s t a ~ a  t e l5phone  conZunication services 
p u r s u a n t .  t o  C a l i f o r n i a  I n t r a s t e t e  Tariffs. ( R e v .  & Tax.  Code I 
41007.1 Xe i n t e r p r e t  t h e  provisions of t h e  Surck,arge  Law tuch 
t h a t  t 5 e  prt?viding of service by one service supplier rc a .not ' ic r  
is not suZ:zc t  to t h e  scrcharge as t h e  p r o v i d i n g  of s e r v i c e  L C  
a service u s e r  if  t h e  p u r c h a s i n g  service supplier does nct u s e  
t h e  provldefi  service - except to prcv lde  it t o  a n o t h e r  pe r son .  
'I . -, a r.r:;i.;:i ~t 'p-7 ),a 4 e r  prr.vf8i.5 s e r v i c e  ?c? n person who i s  

~ c t  a s e r v i c e  supplier, t h ~ t  y ~ e r u o n  i s  & service user, U E ~ ~ S E  

syec iE ica l ! .y  exeinpted, nr:G is r e q u i r e d  to p%;' t h e  surct;&rqe {;her1 
j- i.- >-. - *. c I:?. ;.:iliinq to t h e  service s u p p l i e r .  (Rev .  & T a x .  Code 

'0. 4 ? O D ; j ,  ..<ji;:!Q, 41021,  4 1 6 2 7 .  ) 

. 
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C re ,? 5 r -*,: A : $: :: 
5xuvider vi!r:. nana.ges the use of t h a t  s s r v i c ~  . . .. . ,  . ,> 

. :  sbia.rec3 
Service ? : ' r c r ; id~ . r  does n o t  skipply services ;:u:: I. ,; ..;.: t c  Z F i  

i f i t r s s i - a t e  t z r i f f  ant3 t l .?erefore  r a ~ z s t  be recjart2.-: ::.c t h e  cr:ei 
o f  t h e  service provide6 by t h e  ~ e r v i c e  s u p ~ l i e ~ .  As a sc.rvi~:c; 
u se r ,  it v ! ~ s t  pay t h e  surcharge which the ser:?!cc: supplier is 
required t u  c9lleck. T h e  f a c t  t h a t  t h e  R a n p e r  in ~ k i c h  t h e  
Shared S e r v i c e  Prcvider uses  the  service  intolve: ;  s h a r i n g  i t  
with en i n s u r a n c e  company does not a f f e c t  t h e  a n c l y s i s .  Sirice 
t h e  service user in t k i c  situztion is t h e  Sk:ared Service 
Provider a n d  not t h e  i n s u r a n c e  eonparsy, the etirc?.srge epplics. 

Ths fact t h a t  a n  issurance company reimburses t h e  
Shared Service Provider for a go.rtioa of t h e  surcheirge imposed 
upon t h e  S h a r e d  S e r v i c e  P r o v i d e r  does not m a n  t h a t  the 
insurance conpany ie pay ing  z surcharge and  does n o t   for^ t h e  
basis of an exemption for a p e r t  of the surcharge p a i d  by t h e  
Shered Ssrvice Provider. This is sieilar to the a n a l y s i s  t inder 
the Sales an6 Use Tax Law. Wben a r e t a i l e r  ~ a k e s  a s a l e  t o  an 
insurance c m p a n y  which would otherwise be subject to use t a x  
imposed upon the insurance company, na t a x  1s iwposed. (Reg. 
1567(b).) O n  the o t h e r  hand, when a retziler mkes a ss le  to a n  
insursnce conpany subject to   ales tax,  s a l e s  t 6 x  does apply. 
Even i f  t h e  insurance conpany pays sa l e s  t s x  reiaburssmect to 
the retailer, the t a x  is imposed upon t h o  retailer and not the 
insurance company and the in l i e u  provisions of the Constitution 
do not provide for exewption. Similarly, the surcharge in the 
case a t  issu2 is imposed upon t h e  Shared Service Provider. 
Regardless of reimbursement p a i d  by t h e  i n c u r s n c e  company, the 
surcharge r e m a i ~ s  applicabie. The applicztion cf F e d c r 8 i  Excize 
Tax u ~ d e r  PeGeral Law doas not affect t h e  analysis cnder  t k c  
Emergency Telephone Users Surcharge. 

You asked us to review the analysis cf Mr. V s r i  Gundy. 
Although u c  kacically a g r s e  w i t h  h i s  dnalysis, c+- z z l i e v r  t k a c  
perhape t h e  akoye explznation would be e a s i e r  i f r  the ~srties t o  
t ~ r i d e r s t z i ~ , ~ ! .  


