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Communications Users Tax (CUT)

What is CUT?
A tax upon every Person
with a billing or service
address in the City of Los
Angeles who uses
Communications Services,
including services for
intrastate, interstate or
international
Communications Services.

What are some examples of the communications
services subject to the CUT?

For example, the CUT ordinance is applicable to usage charges for VoIP, Private
Communications Services (such as T-1 lines), custom calling features, text messaging,
instant messaging, ancillary services, prepaid and post-paid services, paging services and
800 services as well as other covered charges such as monthly service fees, feature
charges, deaf trust surcharges, State PUC users fees, Universal Life Trust Fund, late
payment charges and charges for non taxable services billed together with taxable
services. Please see the ordinance for the full extent of communications services and
charges covered by the CUT.

https://codelibrary.amlegal.com/codes/los_angeles/latest/lamc/0-0-0-125993#JD_21.1.3.
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Who collects CUT?

1. Service Provider

2. Service Reseller - Resellers
have the same responsibility
as the service providers in
collecting communications
users
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Are you a Communications Services Provider (e.g. Telephone, VolP, T-
1,etc.)?
Complete to receive your Registration Number
Communications Users Tax Application:  

https://finance.lacity.gov/sites/g/files/wph1721/files/2021-
04/CUTapplication.pdf

Want to know your tax liability if you are a Communications Services 
Provider?

Communications Users Tax Remittance Form [PDF 2 pages, 48 KB]:  

https://finance.lacity.gov/sites/g/files/wph1721/files/2021-
04/CUT%20Remittance%20Form.pdf

Tax Forms (for Communications Services Providers)

https://finance.lacity.gov/sites/g/files/wph1721/files/2021-04/CUTapplication.pdf
https://finance.lacity.gov/sites/g/files/wph1721/files/2021-04/CUT%20Remittance%20Form.pdf


What are charges subject to CUT?

1. Connection, reconnection, termination, movement, or 
change of telecommunications services; 

2. Late payment fees; detailed billing; 

3. Voice mail and other messaging services;

4. Directory assistance;

5. Access and line charges (e.g., monthly service charges); 

6. Universal service charges; 

7. Regulatory, administrative and other cost recovery charges 
(e.g., Federal Universal Service Fund, Federal Subscriber Line 
Charge); and

8. Maintenance related to telecommunication services.
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Include, but are not limited to, the following:



What are charges not subject to CUT?

1.Digital downloads such as downloads of books, 
music, ring-tones, games and similar digital products;

2.Cable or video television services subject to a cable 
or video television franchise fee;

3.California 911 Surcharges and Tax, such as Sales Tax;

4.Internet Access Charges – Per Internet Tax Freedom 
Act (PITFA);

5.Data Plan (Internet Based Only). Private data 
transmission is taxable; and

6.Installation charge.
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Who are Exempt?

1. Persons who are exempt by the Constitution of the United
States or the State of California;

2. News services;

3. International, etc., organizations;

4. Service members in combat zone;

5. Items otherwise taxed;

6. Common carriers and communications companies;

7. Installation charges;

8. Nonprofit hospitals;

9. State and local governments;

10. Nonprofit educational organizations; and

11. Senior citizens 62 years of age or older, or disabled individuals
who reside in a household in which the combined adjusted
gross income is less than the “very low income” limitation
published by U.S. Department of Housing and Urban
Development.
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deadlines and reporting

TAX RATE:  
Telemarketing Agency – 5%

All others – 9%

DUE DATE:
1. 26th of each month for tax collected from the 26th of the preceding 

month through the 25th of the current month
2. If the amount of tax collected is estimated, the due date is the 20th 

of each month

Reporting and Payment
Taxes can be filed on-line at https://finance.lacity.gov/online-taxpayer-services
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Interest and Penalty:
A penalty of 5% of the 
principal amount due will be 
charged for every month the 
filing is delinquent.  The 5% 
penalty will be applied at the 
beginning of every month up 
to the fourth month of 
delinquency.  On the fifth 
month of delinquency, an 
additional 20% will be charged.  
There is maximum penalty of 
40% for long term delinquency.

Additional Penalties:
The Director of Finance shall have 
power to impose additional 
penalties for fraud and negligence 
in reporting and remitting.

Taxes collected from a service user 
which are not remitted to the 
Director of Finance on or before 
the due date are delinquent.

For more information please see 
LAMC Sec.21.05 Delinquent Dates 
– Interest-Penalties.

https://finance.lacity.gov/online-taxpayer-services


What and how long? Required to keep and preserve, for a
period of three years, all records as
may necessary to determine the
amount of such tax as the person may
have been liable for the collection of
remittance to the Director of Finance.

You may be audited by the Office of Finance to verify the CUT has 
been properly collected and remitted.  Therefore, maintaining a 
well-organized financial and tax records is necessary.

Audit normally covers the most current three (3) years and may 
extend to six (6) years, due to a substantial understatement of tax 
payment.  A substantial understatement occurs when a taxpayer 
fails to report some of the tax due and the omitted amount is 25% 
or more of the amount of tax in the tax registration or renewal 
process.  
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Record Keeping:

Audit of CUT



Questions Regarding Audits:

Types of Records Needed for Review
• Flowchart of Accounting and Billing System;
• Chart of Accounts and explanation of account description, usage

and exemption codes;
• List of Geocodes, Pcodes or the billing codes created by the
taxpayer’s own billing system;

• Detail Revenue report, Communication Users Tax Report, Call Detail
Report of State and Local Combined Tax Report by Geocode or
Communities located within the City and Los Angeles County
showing gross revenues, taxable usage (intrastate, interstate and
international calls) and taxable non-usage (other service or feature
charges such as caller ID, call waiting, voice-mail, etc.) revenues
and taxes collected;

• Detailed revenue by customer number, invoice number, service
type and service location by communities located within the City
and Los Angeles County;

• Contracts with taxpayer’s customers showing what communication
services are provided and how they are provided;

• Local exchange Carrier (LEC) revenue Report;
• Billing Statements/invoices;
• Certificate of Exemptions or Resale Certificates;
• Quarterly/Annual returns to California Public Utilities Commission;
• California Sales Return; and
• Monthly renewal forms and working papers.
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Common Errors:

1. Some in-City customers are not accurately identified as such 
due to Geocode errors;

2. The computation of tax basis does not include all taxable 
charges;

3. Not collecting CUT on maintenance related to 
telecommunication services;

4. Not maintaining sufficient documentation for CUT exemptions 
claimed;

5. Not reporting the full amount of CUT and remitting to the City 
timely;

6. Over reporting by calculating 9% on the total including CUT in 
the amount reported to the City;

7. Not keeping and preserving all records for a period of three 
years; and

8. Confusion on Bundled Services:  If a non-taxable service and a 
taxable    service are billed together under a single charge, the 
entire charge shall be deemed taxable unless the service 
supplier or taxpayer reasonably identifies actual charges for 
services not subject to the tax (Internet & TV).
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Mistakes to avoid



Frequently Asked Questions:

• Why did I receive a letter from the Office of Finance Concerning the CUT
ordinance?

• You may have received a letter from the Office of Finance because we have reason
to believe that you are a service provider under the terms of the CUT. It is
important that you either comply with the CUT or respond promptly as requested
in the letter.

• I am required to register with the California Public Utilities Commission (CPUC) in
order to provide communication services in California. When am I required to
implement the provisions of the CUT ordinance?

• You must implement the CUT ordinance in accordance with Section 799 of the
State PUC Code.

• I am currently not registered with the City of Los Angeles Office of Finance as a
communications service provider. What steps must I take to comply with the CUT
ordinance if I am providing communications services subject to the CUT?

• Please reference the CUT Application at the following Office of Finance web link
under Other Forms section. This link can also be utilized to download the CUT
application form to register with the Office of Finance. In addition, you may
download a CUT remittance form using the same link. Please complete the
application and remittance forms and send to the designated mailing address with
your payment.

• The CUT ordinance states that Universal Service Fund charges are subject to
taxation. Does this apply to both Federal and State USF charges?

• Yes, charges for either Federal or State USF are subject to the CUT.

• Is my cell phone usage taxed based on area code or billing address?

• Taxation of charges for cell phone service is not based upon area code. Cell phone
carriers typically use the customer's billing address to determine taxation.

• What happens when Los Angeles and another jurisdiction both attempt to tax
the same customer for the same service?

• Although it would be unusual for there to be a situation where two jurisdictions
impose a valid tax on the same usage, subdivision (e) of § 21.1.3 provides an
exemption and rules for obtaining a tax credit where there might be double
taxation. To the extent that a tax is validly imposed and paid in another
jurisdiction, the customer may receive a credit against taxes owed to the City of
Los Angeles, but the credit cannot exceed the amount that is actually owed to Los
Angeles.

• Why is a service provider liable for CUT when no CUT is collected from an user?

• CUT is presumed to be imputed and collected when the service charge is paid. For
example, the amount of total charges collected is $100, the calculation of CUT will
be:

$100/1.09 = $91.74

$91.74 x 9% = $8.26
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More Information:

Los Angeles Municipal Code (LAMC)

Chapter II, Article 1, Section 21.41 (e) Telephone Companies.

Chapter II, Article 1.1, Section 21.1.3 Communications Users Tax.

A link to the LAMC can be found at https://finance.lacity.gov/city-los-
angeles-tax-ordinance-0

Office Finance Website
For additional Business Tax and Communications Users Tax information, 
please visit the Office of Finance website at https://finance.lacity.gov
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Additional Resources
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Note:  This publication summarizes the Los Angeles Municipal Code (LAMC) and the policies of the Office of Finance in effect as of the 
date of printing.  However, changes in LAMC and the policies of the Office of Finance may occur.  If there is a conflict between the text 
in this publication and current LAMC and policies, the current LAMC and policies will always be controlling.
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