
 
 

 

 

November 2022 

Telecommunications Sales Tax Rates and Taxability  

Welcome to the Telecommunications Database 

This bulletin provides important information about the November 2022 release of Telecommunications Rates and Taxability. Please review 

this bulletin carefully. If you have any questions or require more information, please call 1-800-739-9998. You can also submit a ticket at 

http://support.cch.com/ticket or use http://support.cch.com/chat/salestax.   

Updates to Current Telecommunications Database - Taxability Changes Effective November 2022 

Change to the Taxability Status of Subscriber Line Charges for Purposes of the Texas Universal Service Fund 

Among the regulatory surcharges covered in our database is the Texas Universal Service Fund (as captured by Tax Type 26/80).  

Prior to this month’s release, our database reflected that Subscriber Line Charges (as captured by Group & Item Code 5016/001) were 

subject to this assessment. However, pursuant to a recent quality assurance review of governing legal sources, it is now our fresh 

understanding that Subscriber Line Charges are actually excluded from the assessment base of the Texas Universal Service Fund. 

As a starting point, the governing regulation that establishes the revenue base of this assessment declares as follows: 

“Basis for assessments. Assessments will be based upon the following:  

Actuals. Effective December 1, 2017, assessments shall be made to each telecommunications provider based upon its monthly taxable 

actual intrastate telecommunications services receipts reported by that telecommunications provider under Chapter 151 of the Texas Tax 

Code.”1 

Chapter 151 of the Texas Tax Code is a reference to Texas Sales Tax. Implicitly, as a general rule, the Texas USF shares the same revenue 

base as Texas Sales Tax.  

Meanwhile, our basis for determining that Subscriber Line Charges are subject to Texas Sales Tax as an adjunct of telecommunications 

service is derived from an audit manual published by the Texas Comptroller of Public Accounts which contains an enumerated list of 

charges that are included in the revenue base of Texas Sales Tax. Included within this list is the following example: 

“Reimbursements: charges that represent taxes or assessments levied on a utility and that are passed on to its customers. These charges 

become a part of the sales price of the telecom service and are subject to tax in the same manner as the service itself, when passed 

through to the customer : (9908626L, 200204037L) These include: FCC Subscriber Line Charge (SLC).”2 

Please note, however, that an exact 1:1 correlation does not exist between the revenue base of Texas Sales Tax and the revenue base of 

the Texas USF. The same regulation defines the term “Actual intrastate telecommunications services receipts” to mean the following: 

“Telecommunications services receipts that are clearly identifiable as intrastate telecommunications services receipts, as defined in 

subparagraph (E) of this paragraph.”3 

 
1 16 Texas Administrative Code § 26.420(f)(3)(A). 
2 Audit Procedures for Telecommunications Taxes; Chapter 5 – Sales and Use Tax; Sales Tax Assessment Base; Example Number 55.k 
[See https://comptroller.texas.gov/taxes/audit/manuals/telecommunications/ch5.php]. 

http://support.cch.com/ticket
http://support.cch.com/chat/salestax
http://aixtcp.cpa.state.tx.us/opendocs/open17/9908626l.html
http://aixtcp.cpa.state.tx.us/opendocs/open27/200204037l.html
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In turn, the term “Intrastate telecommunications services receipts” is defined to mean: 

“Taxable telecommunications services receipts as reported by the telecommunications provider under Chapter 151 of the Texas Tax Code, 

with the exception of: … Telecommunications services receipts from interstate communications and international communications 

included in telecommunications services receipts reported under Chapter 151 of the Texas Tax Code.”4 

Meanwhile, as per a ruling issued by the FCC in 1986: 

“(2) End user payment and collection includes expenses incurred in relation to the payment and collection of amounts billed to end users. 

End user payment and collection expenses are first segregated into the following sub-classifications based on relative total state and 

interstate billed revenues (excluding revenues billed to interexchange carriers and/or revenues deposited in coin boxes) for services for 

which end user payment and collection is provided: state private line and special access including WATS closed end; interstate private line 

and special access including WATS closed end; state message toll; interstate message toll, and interstate subscriber line charge; local, 

including directory advertising; and TWX.  

(i) State private line and special access including WATS closed end payment and collection expense is assigned to the state jurisdiction.  

(ii) Interstate private line and special access including WATS closed end payment and collection expense is assigned to the interstate 

jurisdiction.  

(iii) State message toll payment and collection expense is assigned to the state jurisdiction.  

(iv) Interstate message toll and interstate subscriber line charge payment and collection expense is assigned to the interstate 

jurisdiction.”5  

Therefore, although such subscriber line charge revenues are subject to Texas Sales Tax as a telecommunications receipt, they are not 

Intrastate receipts and therefore not subject to the Texas USF. 

Accordingly, effective with this November release, we shall be modifying our database to reflect that Subscriber Line Charges (as captured 

by Group & Item code 5016/001) are not subject to the Texas USF (as captured by Tax Type 26/80). 

Change to the Taxability Status of Dark Fiber for Purposes of the Portland, Oregon Utility License Fee 

Among the regulatory surcharges covered in our database is the Portland, Oregon Utility License Fee (as captured by Tax Type 37/80).  

Prior to this month’s release, our database reflected that charges for Dark Fiber (as captured by Group 5047) were not subject to this fee. 

However, pursuant to a recent quality assurance review of governing legal sources, it is now our fresh understanding that charges are dark 

fiber are actually subject to the Portland, Oregon Utility License Fee. 

As a starting point, the relevant provision in the Portland City Code that establishes the Utility License Fee recites as follows: 

“The fee for a utility license shall be measured by a percentage of the gross revenues earned by the utility for each quarter year period of 

licensed operation. The percentage for each type of utility shall be as follows: Telecommunications Utility – 5%.”6 

The term “telecommunications” is defined as follows: 

““Telecommunications” means the providing or offering for rent, sale or lease, or in exchange for other value received, of the transmittal 

of voice, data, image, graphic and video programming or any other information between or among points by wire, cable, fiber optics, laser, 

microwave, radio, or similar facilities, with or without benefit of any closed transmission medium.”7 

 
3 16 Texas Administrative Code § 26.420(f)(2)(A). 
4 16 Texas Administrative Code § 26.420(f)(2)(E)(ii).  
5 “In the Matter of Amendment of Part 67 of the Commission’s Rules and Establishment of a Federal-State Joint Board” (FCC Release 
Number 86J-4 Released July 25, 1986) [1986 FCC LEXIS 2984]. 
6 Portland City Code § 7.14.060.A. 
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Meanwhile, the term Gross revenue” is defined as follows: 

“Gross revenue” means any revenue earned within the City, after adjustment for the net write-off of uncollectible accounts, from the sale 

of electrical energy, gas, district heating or cooling, or water, or sewage disposal and treatment service, from the furnishing or sale of 

communications or associated services by or from a telecommunications or cable communications business, or any revenue earned by a 

Utility within the City from the use, rental, or lease of operating facilities, etc.”8 

Our tax team has learned that an auditor with the city of Portland has analyzed the taxability status of dark fiber charges as follows: 

 

“The definition of gross revenues states, “Gross revenue” means any revenue earned by a Utility within the City from the use, rental, or 

lease of operating facilities…” PCC 7.14.040(D). Merriam-webster defines “facility” as, “something that makes an action, operation, or 

course of conduct easier – usually used in plural [facilities].” The lease of Dark Fiber to another entity allows the lessee to light-up the dark 

fiber, making it easier for that utility to provide telecommunications services to their customers. As a result, the lease of Dark Fiber is 

considered the lease of an operating facility. Thus, all Dark Fiber revenues shall be included in gross revenues.” 

 

Based upon this official advice, we are hereby modifying our database effective with this month’s release to reflect that charges for the 

lease of a dark fiber network (as captured by Items 001 & 002 in Group 5047) are subject to the Portland, Oregon Utility License Fee (as 

captured by Tax Type 37/80).  

WOLTERS KLUWER GENERAL LEGAL DISCLAIMER 

CCH Incorporated (“we”, “us”, “CCH” or “our”) is pleased to provide the requested research materials (“materials”) but must make clear 

that we are providing these materials to assist you in your research and analysis relating to the subject matter thereof.  Our providing these 

materials is conditioned upon the following terms and your reliance upon or use in any respect of the materials or communications 

confirms your acceptance and agreement to these terms (the “terms”): 

THE MATERIALS ARE PROVIDED "AS IS" WITHOUT WARRANTY OF ANY KIND. CCH EXPRESSLY DISCLAIMS ALL WARRANTIES RELATING TO THE 

MATERIALS, EXPRESS OR IMPLIED, INCLUDING BUT NOT LIMITED TO THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A 

PARTICULAR PURPOSE. 

CCH IS NOT ENGAGED IN RENDERING LEGAL, ACCOUNTING, TAX OR OTHER PROFESSIONAL SERVICES. IF LEGAL, ACCOUNTING, TAX OR 

OTHER EXPERT ASSISTANCE IS REQUIRED, THE SERVICES OF A COMPETENT PROFESSIONAL SHOULD BE OBTAINED. 

YOU ASSUME ALL RESPONSIBILITIES AND OBLIGATIONS WITH RESPECT TO ANY DECISIONS OR ADVICE MADE OR GIVEN AS A RESULT OF THE 

USE OF THE MATERIALS. YOU EXPRESSLY AGREE THAT USE OF THE MATERIAL IS AT YOUR OWN RISK AND THAT THE MATERIALS ARE NOT 

INTENDED TO REPLACE YOUR PROFESSIONAL SKILL AND JUDGMENT. 

NEITHER CCH NOR ANY OF ITS AFFILIATES SHALL HAVE ANY LIABILITY TO YOU OR ANYONE ELSE FOR ANY INACCURACY, ERROR OR 

OMISSION CONTAINED IN THE MATERIALS OR ARISING FROM YOUR USE IN ANY RESPECT OF THE MATERIALS, REGARDLESS OF THE CAUSE. 

THE FOREGOING EXCLUSION OF LIABILITY IS INTENDED TO APPLY REGARDLESS OF THE FORM OF CLAIM. 

THE MATERIALS RELATE TO PRODUCTS AND/OR SERVICES ACQUIRED BY YOU, PURSUANT TO OTHER AGREEMENTS BETWEEN CCH AND YOU 

AND SUBJECT TO OUR GENERAL TERMS AND CONDITIONS IN THE FOREGOING AGREEMENTS. THE PROVISION OF THESE RESEARCH 

MATERIALS IS NOT INTENDED TO CHANGE OR OTHERWISE AFFECT, AND IN NO WAY CHANGES OR OTHERWISE AFFECTS, THE RIGHTS AND 

OBLIGATIONS UNDER THOSE AGREEMENTS; YOUR USE OF SUCH PRODUCTS AND/OR SERVICES SHALL CONTINUE TO BE GOVERNED BY THE 

TERMS OF THOSE AGREEMENTS AND THESE TERMS. 

 
7 Portland City Code § 7.14.040.H. 
8 Portland City Code § 7.14.040.D. 



 

4 

 

FINALLY, THE MATERIALS BEING PROVIDED ARE CONFIDENTIAL AND ARE BEING PROVIDED TO YOU FOR YOUR PERSONAL AND NON-

COMMERCIAL USE. YOU MAY NOT DISTRIBUTE ANY PORTION OF THE MATERIALS OUTSIDE OF YOUR COMPANY WITHOUT OUR PRIOR 

WRITTEN AUTHORIZATION, NOR RESELL OR USE THE MATERIALS FOR ANY COMMERCIAL USE WHATSOEVER. 

© 2022 CCH Incorporated and its affiliates and licensors. All rights reserved. 

 

 


