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Sessions Applauds End of

Long-Distance Telephone Excise Tax

Washington, DC – U.S. Congressman Pete Sessions (R-Dallas) today applauded the U.S. Treasury Department’s decision to eliminate of the 108-year-old excise tax on long-distance telephone service, effective July 31, 2006.  The Internal Revenue Service (IRS) will issue refunds for taxes collected on individuals’ long-distance phone service over the past three years.

“This announcement is a victory for American taxpayers, both individuals and businesses,” said Sessions.  “In today’s world of fast-evolving technology, this tax has long outlived its usefulness.  In fact, its very existence threatens to open the door to onerous taxes on other forms of communication that were not even imagined when this tax was enacted.  That’s not a chance we can take.  It’s time to let taxpayers keep this money to save and invest as they see fit.”

The long-distance telephone tax began in 1898 as a “luxury” tax to be paid by those wealthy enough to own a phone.  Revenues from the tax were intended to fund the Spanish-American War.  In the last eight years, Congress has considered four bills to repeal the tax, and Sessions co-sponsored each of these pieces of legislation.  Sessions was one of only nine co-sponsors of long-distance tax repeal legislation in the 108th Congress.  In 2000, with Sessions’ support, the House overwhelmingly passed a long-distance excise tax repeal bill, but the Senate failed top take up the legislation.  

The long-distance telephone tax has been the subject of class action litigation against the U.S. Treasury Department and the IRS.  Federal Appeals courts have concluded in each case that the government should stop collecting the tax.  The Treasury Department decided today to concede the legal dispute.  In its announcement, the Treasury Department said that the Department of Justice will no longer pursue litigation and the IRS will issue refunds of tax on long-distance service for the past three years.  Taxpayers will be able to apply for refunds on their 2006 federal tax forms, which they will file in 2007.  Key facts regarding tax refunds include:

· No immediate action is required by taxpayers.  

· Refunds will be a part of 2006 tax returns filed in 2007.  

· Refund claims will cover all excise tax paid on long-distance service over the last three years (time allowed given statute of limitations). 

· Interest will be paid on refunds. 

· The IRS is working on a simplified method for individuals to use to claim a refund on their 2006 tax returns.   

· The IRS is working to determine a standard refund amount for individuals to use.  The standard refund amount will eliminate the need for taxpayers to spend time digging through old telephone bills.  The dollar amount should approximate how much the typical taxpayer paid in tax over the last three years.  Only individuals will be able to claim the standard refund amount.  

· All taxpayers, including individuals who choose not claim the standard refund amount, may claim a refund based on the actual amount of tax paid.  The IRS is developing a new form for taxpayers to file if they choose to claim a refund based on the actual amount paid.  

· The IRS will also provide a method for taxpayers who normally are not required to file income tax returns to claim a refund of the tax. 

· Refunds will not include tax paid on local telephone service, which was not involved in the litigation.
 

The Treasury Department estimates that eliminating the long-distance tax will amount to $29 billion in tax savings for individuals and businesses over the next five years.   The Treasury Department also estimates that the IRS will be refund approximately $15 billion in long-distance telephone taxes collected over the last three years. 

###
 

FOR IMMEDIATE RELEASE	      	                                           Contact: Gina Vaughn 


May 25, 2006			  	     	     202.225.2231 or gina.vaughn@mail.house.gov








