The Internet Tax Non-Discrimination Act

H.R. 49

Introduced in the House January 7, 2003 by Christopher Cox, Bob Goodlatte, Henry Hyde, David Dreier, et al

What the Act does:

· Permanently extends the existing Cox-Wyden moratorium on new taxes on the Internet.

The existing moratorium (enacted in 1998, extended with President Bush’s signature in 2001 and set to expire on November 1, 2003) outlaws three types of taxes that unfairly single out the Internet:  (1) taxes on Internet access; (2) double-taxation (for example, by two or more states) of a product or service bought over the Internet; and (3) discriminatory taxes that treat Internet purchases differently from other types of sales.

· Ensures that the moratorium on Internet access taxes applies to all 50 states.

The Cox-Wyden moratorium enacted in 1998 and extended in 2001 contained a grandfather clause, which permitted a few jurisdictions already taxing Internet access to continue to do so.  The Internet Tax Non-Discrimination Act strikes the grandfather clause.  Proponents argue that federal law should no longer reward those tax authorities that rushed to be the first ones to tax Internet access.

What the Act does not do:
· It does not affect sales taxes on Internet purchases.  

Neither the 1998 Cox-Wyden Act nor the extension in 2001 nor the moratorium in the 2003 Internet Tax Non-Discrimination Act affects the ability of states to collect sales taxes on Internet purchases.  The moratorium bars only multiple and discriminatory taxes, and taxes on Internet access.  The current rules governing state or local governments’ ability to levy regular sales or use taxes on products bought out-of-state were set by the U.S. Supreme Court in its 1992 Quill decision (involving the Interstate Commerce Clause).  Our bill leaves these rules untouched.

Feel free to contact James Freeman with Rep. Cox (5-5611) for any additional information. 

