GENERAL RULES ON TAXES AND SURCHARGES
FTS TELECOMMUNICATIONS CONTRACTS

Here are the General rules for the application of State and Local taxes to Federal Government telecommunications contracts:

1. No Federal Taxes apply to the Federal Government.

2. Any tax that is levied on a business or a utility for telecommunications services is generally valid because the Government, no matter how large, is an “Incidental User”. The taxpayer is the Business or Utility entity.
· As an example, a Gross Receipts Tax, is a valid tax. It, as its name implies a tax on all revenues of the Company, of which the Government provides some of those revenues.

· Taxes, such as state and local surcharges to help fund 911, would also be taxes that the Government would be expected to pay since all customers in that locality are paying.
3.
Any tax that is assessed against the end user, i.e. the Government directly, would not be a valid tax. Hence, an excise tax would not be valid.

4.
The Universal Service Fund (USF) is for all intent and purpose a tax, but it is an assessment that is the result of the Telecommunications Reform Act of 1996. It is administered by a Corporation under the jurisdiction of the FCC and the annual proceeds are used to Provide Universal Service, wire schools and libraries for the internet and update the telecommunications capabilities of Rural Health Care Centers.

Any questions should be directed from your Agency Legal Staff to the GSA Legal Staff – Personal Property Division. 
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