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transaction between two telephone companies. It is not a
transaction between a consumer and a telephone company. I have
passed out for your information two example sheets of how this
tax would work, the one sheet which has Two-way at the top deals
with a two interstate transaction or an interstate transaction
with a 7 mi nu t e l ong . . . I am sorry, intrastate transaction,
7 minute long distance c all , and i f y ou wi l l j u st go t h r ou g h
that quickly, the current tax is 15 cents with no sales t ax on
the access charge which is up at the top or the first line of
the example. With the access tax, you will see that there is a
4 percen t sa l e s t ax on the local exchange access charge which
would increase the cost of the call from $ 3.15 t o $3.24 , an d
tha= amounts to a 60 percent increase in the cost of the c al l .
Example 3(a) is another way of looking at, again, a 7 m inute
long distance call and it shows, if yo u go through the
transaction amounts, the current tax situation and then the tax
with...with the tax on the access charge, you will see that
there is a tax increase of 2 cents. So, in effect, what h as
happened since the Department of Revenue has looked at this is
s ome audits h av e bee n done. The ant icipated cost t o t he
industry and then t o the consumer for back taxes would be
approximately 3 5 t o 4 0 m il l i o n d o l l ar s of ba c k pay ment s due .
The cost in th e fu ture would be i n t he neighborhood of
$ 14 mi l l i o n pe r y e a r. The reason why I wa s so interested in
this piece of legislation was that I look 'd at the statutes that
dea't with sales tax and with public utilities, and at b es t t he
statutes are extremely murky. I can f i n d no j ust i f i ca t i on in
the statutes for a s ales tax to be imposed on this particular
charge and, quite frankly, feel that if such a tax is going to
be imposed, that it ought to be imposed by the Legislature and
not by the Department of Revenue. Again, it appears to me th at
what w e a r e doi ng he re i s pot e n ti a l l y l ev y i ng a t ax on a
wholesale transaction between a local telephone exchange a nd a
interstate carrier. Now one of the questions that was a sked o f
me, both at the committee hearing and in private at that ti me,
i s w hy doe sn ' t t h e industry just l itigate this tax or this
action by the Department of Revenue a nd I wo u l d su gg e s t t hat ,
number one, that is a very expensive endeavor and very time
consuming considering the volume of tax that would be c ol l e c t e d
and, number two, again in looking at the statutes involved, if
there was some mandate there that I could see that would justify
in any reasonable interpretation of the statute such a tax ,
possibly I would have agreed that maybe litigation was the best
way to go, but in reviewing the statutes and the i ~a . l at i on s
that the department has utilized in the past, it appears that
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