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Subj ect: Golden Belt Tel ephone Cooperative v. Comm Sssioner
108 T.C. 498 (1997)
T.C. Docket No. 21677-95

| ssue:

Whet her billing and coll ection services perfornmed by a rural
t el ephone cooperative on behalf of |ong-distance carriers
constitute "conmunication services" as defined in |.R C section
501(c)(12)(B)

Di scussi on:

Petitioner is a rural tel ephone cooperative corporation. In
addition to |local tel ephone service, it provides its nenbers with
| ong- di stance service through connection wth |ong-distance
carriers. Petitioner sends a single nonthly tel ephone bill to
each nenber that includes charges for both | ocal and | ong-

di stance calls. Upon collection of these charges, it remts to
the | ong-di stance carriers an appropriate portion of the anount
for the | ong-distance calls and retains the renai nder as
conpensation for providing billing and collection services.

Under section 501(c)(12), a cooperative tel ephone conpany
qualifies as a tax exenpt entity if at least "85 percent... of
the incone consists of anpbunts collected fromnenbers for the
sol e purpose of neeting |osses and expenses." In determ ning
whet her a tel ephone cooperative has satisfied the 85 percent
test, section 501(c)(12)(B) provides that incone received "froma
nonnenber tel ephone conpany, for the performance of conmunication
servi ces which involve nenbers” of the cooperative shall not be
taken into account. At issue is whether incone received by
petitioner for billing and collection services perfornmed on
behal f of |ong-distance carriers qualifies as inconme received for
the performance of "communi cation services."

It was the Service s position, based on the |egislative
hi story of section 501(c)(12), that anounts received by a rural
t el ephone cooperative for billing and coll ection services
constitute nonnenber incone for purposes of the 85 percent incone
test. The Service concluded that "comrunication services" under
section 501(c)(12)(B) is intended to apply only to anpunts
received for "call-conpletion services." Billing and coll ection
services which could be perfornmed by any entity and i s not unique
to tel ephone conpanies, are nore |ike accounting services (i.e.
financial and adm ni strative) and not "call-conpletion services."
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The Tax Court noted that in 1992 the Federal Communicati ons
Comm ssion (FCC) formally reversed the position it had previously
taken to the effect that billing and collection services are not
"inherently a communi cati ons service under the Conmunications Act
of 1934," and held that billing and collection services are
"properly considered a communi cation service." In finding that
billing and collection services constituted "comruni cation
services" wthin the neaning of section 501(c)(12)(B)(i), the Tax
Court relied heavily on the FCC s revised interpretation. The
Tax Court stated that when Congress enacted section 501(c)(12),
it incorporated the term "conmunication services" into the
statute, and although there is nothing explicitly linking the
definition in section 501(c)(12)(B) to the Communi cations Act of
1934, nevertheless, the FCC has defined what is a communi cation
service for over a decade w thout any Congressional action.

We disagree with the Tax Court’s reasoning. Another
governnental agency’'s interpretation has little relevance in
interpreting the Internal Revenue Code. See, AQd Colony R R Co.
v. Conm ssioner, 284 U S. 552, 562 (1932). Nevertheless, billing
and coll ection services may be viewed as an el enent of conpleting
| ong-di stance calls for rural tel ephone cooperative nenbers.
Moreover, there is no clear authority holding that billing and
coll ection services are not "comunication services" under
section 501(c)(12)(B). Accordingly we agree that incone received
fromlong-distance carriers for billing and coll ection services
constitutes income from "conmuni cation services" and is not
included in determ ning whether a rural tel ephone cooperative
satisfies the 85 percent nenber incone test of section
501(c)(12).
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