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· Good afternoon Mr. Chairman and members of the Advisory Commission on Electronic Commerce.  My name is Annabelle Canning.  I am vice president and legislative director of the Committee On State Taxation commonly referred to as COST.

· I appreciate the opportunity to speak to you today on behalf of the COST Telecommunications Task Force which includes virtually every major telecommunications provider in the nation.

· COST is a non-profit association with an independent membership of more than 500 major, multi-state corporations engaged in interstate and international business. 

· COST’s membership is comprised of businesses from every sector of industry. As a result, our members have many different tax concerns and priorities.

· Today, I am here to present the highlihgts of a 50-state Study recently completed by the Task Force.  The Study documents the relative tax and administrative burdens imposed on both general business and telecommunications providers and services under state and local transactional and property taxes.

· The solutions discussed in this presentation represent the tax simplification priorities identified by members of the Task Force and not the organization as a whole. 
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· Telecommunications is a vital part of the U.S. economy.
· A failure to address concerns raised by this study will likely impact the growth of ecommerce over the nation’s networks in the global economy.
· The Study highlights the problems faced by telecommunications providers who are subject to a myriad of taxes imposed on different types of services by a multitude of jurisdictions.  To our knowledge, it is the first of its kind.
· As businesses and residential consumers become increasingly reliant on communications services provided over the nation’s telecommunications networks, the burdens and complexities imposed by the existing telecommunications tax system will have a substantial impact on the costs of such services, as evidenced by the data contained in this Study.
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· The highlights of the Study, set forth on this slide, illustrate a tax system that is burdensome and no longer manageable.

· For purposes of this Study, we have assumed that general business and telecommunications providers are doing business in every taxing jurisdiction.

· This chart indicates a nationwide average effective transactional tax rate applicable to sales of telecommunications services of over 18% (this number includes federal, state and local transactional taxes), compared to  a nationwide average effective tax rate of 6% applicable to sales of goods by general business.

· This chart also illustrates the onerous filing requirements imposed on all multi-jurisdictional sellers of goods and services – as you can see, telecommunications providers’ administrative filing requirements (55,748 returns each year across the nation) are substantially higher than those for general business (7,237 returns nationwide).

· Finally, as you can see, there are three times as many taxes applicable to telecommunications services as there are to general business.
· In addition to transactional taxes, the study also looked at property taxes -- 14 states apply property taxes to intangible values of telecommunications companies and 15 states assess higher property taxes on tangible personal property of telecommunications companies.  
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· 19 states have an effective state and local tax rate in excess of 18% .

· On the average, one local tax and one state tax applies to sales of goods by general business, while an average of 6 state and local taxes (and fees) apply to sales of telecommunications services.  36 states have five or more separate state and local taxes (and fees) that are applied to sales of telecommunications services.

· This data suggests that the number of taxes and fees imposed on traditional telecommunications services is excessive.
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· This chart illustrates the filing burdens imposed on general business and telecommunications providers.  Although the tax filing requirements are very burdensome for general business, in many jurisdictions the filing requirements are much worse for telecommunications providers (in 22 states more than 750 returns must be filed each year).
· Because telecommunications play an integral part in transporting information over the Internet and allowing the public to access the Internet, a simpler and more equitable system of state and local taxation for telecommunications companies is essential for the development of the Internet and the growth of electronic commerce.
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· The Report includes a discussion of options for simplifying the number and types of taxes imposed on telecommunications services and the corresponding compliance burden.
· The Task Force proposes the following tax simplification options:
· Reduce and streamline industry-specific taxes imposed on telecommunications services and property to create an efficient and equitable telecommunications tax system.
· Reform property taxation applicable to telecommunications businesses to ensure equity.
· Exempt communications equipment and other business inputs from transactional taxes to avoid the pyramiding of taxes.
· Simplify the tax bases of transactional taxes.
· Provide uniform rules for the sourcing of telecommunications revenues from transactional taxes to avoid multiple taxation.
· Simplify the rate structure of transactional taxes imposed by state and local jurisdictions.

· Simplify tax administration through uniform filing, unified audits, and unified exemption rules.

· We hope the Advisory Commission on Electronic Commerce will consider the information contained in the Study and the concerns raised in the accompanying Report regarding the taxation of traditional telecommunications services in formulating its recommendations.  I would be happy to answer any questions you may have at the appropriate time.
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