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STREAMLINED SALES TAX PROJECT

PROPOSALS FOR CONSIDERATION

AT

OCTOBER 26, 2000 PUBLIC HEARING

INTRODUCTION

The Streamlined Sales Tax Project has completed work on its second set of proposals that address components of the proposed Streamlined Sales Tax System.  These proposals will be the focus of a public hearing on October 26, 2000 in Chicago, Illinois.

Public comment at this hearing will focus on the following proposals:

· Uniform definitions for terms and items in the sales tax base including:

· Tangible Personal Property

· Sales Price and Purchase Price

· Retail Sales

· Delivery Charges

· Clothing

· Food

· Principles that will guide the Project in developing a privacy policy to protect taxpayer data

An Executive Summary of the proposed Streamlined Sales Tax System and descriptions of proposals formulated by the Project for consideration at the October 26 hearing follow.  In addition, the Project will continue to receive public comment on proposals considered at the September 29 public hearing.  (Copies of proposals presented for comment at the September 29 public hearing are available through a link on the homepage of this website.)  

The participating states of the Project want to emphasize that no proposal has been finalized by the Project, and all are subject to further review and revision.  Proposals on additional elements of the Streamlined Sales Tax System are still being formulated and will be the subject of future public hearings.

Companies or individuals that wish to provide public or written comments for the October 26 hearing should refer to the Notice of Public Hearing posted to this link on website.

EXECUTIVE SUMMARY

The Streamlined Sales Tax Project is an effort created by state governments, with input from local governments and the private sector, to simplify and modernize sales and use tax administration.  The project incorporates uniform definitions within tax bases, simplified audit and administrative procedures, and emerging technologies to substantially reduce the burdens of tax collection.  The Streamlined Sales Tax System is focused on improving sales and use tax administration systems for both Main Street and remote sellers for all types of commerce.

Thirty-nine states are currently involved in the project.  Twenty-seven states are voting participants in the project because their legislatures have enacted enabling legislation or their governors have issued executive orders or a similar authorization.  Twelve states are non-voting participants in the work of the project because they do not have the formal commitment of the state executive or legislative branches.  

The project has addressed its issues through a steering committee and four work groups: Tax Base and Exemption Administration; Tax Rates, Registration, Returns and Remittances; Technology, Audit, Privacy and Paying for the System; and Sourcing and Other Simplifications.  Work groups have invited businesses to participate in their meetings, review their work products, and provide feedback.  The steering committee has actively engaged national retailers and retail organizations, state tax organizations, and other interested businesses in discussions and project strategy.

The key features of the Streamlined Sales Tax System include:

· Uniform definitions within tax bases.  Legislatures still choose what is taxable and exempt but will use the common definitions.

· Simplified exemption administration for use- and entity-based exemptions.  Sellers are relieved of the “good faith” requirements that exist in current law and will not be liable for uncollected tax.  Purchasers will be responsible for incorrect exemptions claimed.

· Rate simplification.  States will be responsible for the administration of all state and local taxes and the distribution of the local taxes to the local governments.  State and local governments will use common tax bases and accept responsibility for notice of rate and boundary changes.  States will be encouraged to simplify their own state and local tax rates.

· Uniform sourcing rules.  The states will have uniform sourcing rules for all property and services.  

· Uniform audit procedures.  Sellers who participate in one of the certified Streamlined Sales Tax System technology models will either not be audited or will have a limited scope audit, depending on the technology model used.  

· Paying for the system.  To reduce the financial burdens on sellers, states will assume the responsibility for implementing the Streamlined Sales Tax System.   

The Streamlined Sales Tax System will provide sellers the opportunity to use one of three technology models.  A seller may select Model 1 where a Certified Service Provider performs all of the seller’s sales tax functions.  A seller may select Model 2, a Certified Automated System, to perform only the tax calculation function.  A larger seller with nationwide sales that has developed its own proprietary sales tax software may select Model 3 and have its own system certified by the states.  However, some sellers may choose to continue to use their current systems and still enjoy the benefits of simplification.

The Streamlined Sales Tax Project will produce model legislation by December 2000 to be considered in year 2001 legislative sessions.  The draft model legislation will be drafted by the project and reviewed by a group of legislative attorneys not working on the project before finalization by the participating states.

The Project will continue to work throughout 2001 on additional elements of the system.  These elements will include additional uniform tax base definitions, a uniform tax return, and any model legislation resulting from conducting the technology pilot.  

Draft Document For Discussion Purposes Only - Nothing contained herein represents a final position or opinion of the Streamlined Sales Tax Project, any of the participating or observing states, or any member of their staff.  Readers should neither rely on any information herein nor make any inferences about final project positions or positions of participating or observing states or their members from the statements contained herein as this is a draft only and may change in response to comments and input from the public or private sector.  

STREAMLINED SALES TAX PROJECT

SUMMARY

DRAFT PROPOSALS

The following list contains draft proposals on which the Streamlined Sales Tax Project is seeking public comment.  Additional information on the proposals is contained in the work group reports located in the back of this document and in the document released for the September 29, 2000 Public Hearing.

UNIFORM DEFINITIONS

· Tangible Personal Property

· Sales Price and Purchase Price

· Retail Sales

· Delivery Charges

· Clothing

· Food

PRIVACY PRINCIPLES

(This document does not constitute a privacy policy but privacy principles on which the Project is seeking comment and input.)
RESTRICTIONS ON STATE AND LOCAL GOVERNMENTS

· Local Rate Changes Effective Only on First Day of Calendar Quarter with 60 Days Notice

· Local Governments Required to Report Rate and Boundary Changes to State

· The Application of Boundary Changes for Sales and Use Tax Purposes would be Limited to First Day of Calendar Quarter with 60 Days Notice

· States Cannot Hold Retailers Liable if State Provided Information is Incorrect (Rates, Boundaries, Zip +4 Assignment)

· States Would be Prohibited from Placing Caps on the Tax Amount that could be Charged on Individual Products or Transactions.

UNIFORMITY/SIMPLIFICATION MEASURES
· States Develop Uniform Coding System for All Taxing Jurisdictions (based on FIPS)

· States Adopt Uniform Method for Applying Effective Date of Rate Changes

· All States will Allow for the Mathematical Calculation of Rates and will Adopt Uniform Rounding Rules

· States Having Different Rates on Certain Products Must Utilize Uniform Tax Base Definitions and Follow Requirements Regarding Rate Changes

SHIFT OF ADMINISTRATIVE BURDEN

· States Provide Databases for Use by Retailers (Eventually available at Central Location)

-All State and Local Rates



-Assignment of All Zip +4 Areas to Taxing Jurisdictions



-Boundary Changes

USE OF TECHNOLOGY

· State Certification of Rate Assignment Systems Used by Retailers and Service Providers

-Based on Zip +4 with Default to Lowest Rate

-Default to 5-Digit Zip if Unable to Determine Zip +4

-As Technology and Information Improves, Move to Address Based System

DEVELOPMENT OF A SIMPLE, ELECTRONIC REGISTRATION PROCESS FOR THOSE VOLUNTEERING FOR STREAMLINED SYSTEM

· Will Register Retailer in Each Project State Where Retailer Has No Physical Presence

· No Registration or Renewal Fees

· Will Not Require Signatures

· Will Allow Registration by Agent

USE OF TECHNOLOGY TO ASSIST WITH REGISTRATION FOR STATES WHERE A BUSINESS HAS A PRESENCE

· Online Registration System

· Allow for the Updating of Information Electronically

ESTABLISH A SIMPLE  ELECTRONIC  FILING SYSTEM FOR RETAILERS USING CERTIFIED SYSTEM TO FILE ONE RETURN PER STATE


· Available to Retailers Using a Certified Provider for Return Preparation, Rate Calculation and Information Maintenance

· Available to Retailers with In-house Systems that are Certified

· Returns Required No Earlier than 20th of the Following Month

· Any Additional Payments or Prepayments Will not Require the Filing of Return and Must be Based on Calculated Amount Rather than Current Months Collections

· De minimis Threshold will be Established Regarding Additional Payments or Prepayments

· Electronic Submission that Accompanies Remittance will include Only the Information Required for the Proper Allocation of the Funds

· Encourage States to Allow Filing of Consolidated Returns for Reporting Purposes

· Data Fields Required


-Taxpayer Identification Number


-Period


-State Sales Tax Amount


-State Use Tax Amount


-Local Sales Tax Amount - By Jurisdiction


-Local Use Tax Amount - By Jurisdiction


-Gross Receipts


-Exemptions/Deductions

· Additional Reports may be Required


-States will Request no more than Every Six Months


-States will Stagger when Reports are Requested

RELAXED RETURN (ONE RETURN PER STATE) REQUIREMENTS FOR RETAILERS THAT CHOOSE NOT TO USE CERTIFIED SYSTEM BUT HAVE NO PRESENCE IN A STATE

· States Send Returns Upon Registration

· Return Must Be Filed Annually or in Month Following the Accumulation of $1,000 in Tax Funds for any State 

· Can be Filed Electronically

DEVELOPMENT OF A MORE UNIFORM RETURN THAT WOULD BE AVAILABLE TO ALL RETAILERS

· One Return Per State

· Modeled After the Motor Fuel Return - Uniform in Most Respects but Would allow States to Require Additional Information Necessary to Accommodate their Tax Structure

· Can be Filed Electronically 

REMITTANCES  SHALL FOLLOW  EXISTING  STATE  LAWS  SUBJECT TO THE FOLLOWING LIMITATIONS

· Remittances that Accompany Returns May Not Be Required More Frequently than Monthly and Not Before the 20th of the Following Month

· Prepayments Must be Based on a Known Level of Payment from Prior Period

DATA ACCOMPANYING EFT REMITTANCES

· Shall be Formatted to NACHA Approved TXP Standard Using Uniform Tax Type and Payment Type Codes

· Participating States Will Promote Uniformity in the Application of TXP Standard

STATES REQUIRING ELECTRONIC PAYMENTS WILL ALLOW OPTION OF BOTH ACH DEBIT AND ACH CREDIT

STATES REQUIRING ELECTRONIC PAYMENTS WILL PROVIDE METHOD FOR MAKING “SAME DAY” PAYMENT IF EFT PAYMENT FAILS

UNIFORM TREATMENT OF BANKING HOLIDAYS

SIMPLIFIED EXEMPTION ADMINISTRATION SYSTEM

· Purchasers should be required to provide identifying information and the reason for claiming a tax exemption at the time of purchase.

· Purchasers should not be required to provide their signature to claim an exemption from tax unless a paper certificate is used.  

· The form used to claim an exemption electronically should have a standard format but can include customized information needed by taxing authorities. 

· The good faith requirement for sellers should be relaxed.  A seller will be held harmless for the tax if they obtain all information required for a purchaser to claim exemption for tax. 

· Purchasers claiming exemption from tax would need to provide the same information whether the sale was made over the Internet, by phone or in person.

UNIFORM BAD DEBT PROVISION

UNIFORM ROUNDING RULE

UNIFORM SOURCING PROVISIONS

DEVELOP NEW TECHNOLOGY MODELS FOR TAX ADMINISTRATION

· Certified service provider


Handles sales tax administration functions for retailers.

· Certified automated system (CAS)


Seller selects CAS to perform part of sales tax functions.

· Certification of proprietary system

Allows existing retailer to have system certified.

· Allow continuation of existing systems


-Taxpayer has choice


-Benefits from uniformity features

ESTABLISH STRUCTURE FOR STREAMLINED SALES TAX SYSTEM

Work Group Report

Tax Base and Uniformity

Uniform Definitions

I. PREFACE

Goal


To significantly simplify the administration of sales and use taxes through the adoption of common definitions among the states, while preserving the ability of individual states to make policy choices regarding their sales and use tax base.

Statement of Approach


The Project is taking a broad approach to drafting uniform definitions of core terms and exemptions.  The approach is necessary for the following reasons:

1. It is critical that merchants are able to tell from looking at a product what is taxable and what is not taxable without considering 46 different states’ and numerous local jurisdictions’ definitions; and

2. It is necessary to identify exemptions as exemptions rather than exclusions within definitions to provide a simple method for a retailer to determine the application of tax to a product and to establish an Exempt Product Classification Code that will be incorporated into the Streamlined Sales Tax System’s certified software.


The Project expects that Legislatures that enact the provisions of the Streamlined Sales Tax System will agree to the uniform definitions and will not impose new taxes or enact exemptions outside of these uniform definitions.


Example:  The Project is proposing a broad definition of “food and food ingredients” with sub-categories.  A legislature may choose to tax or exempt each sub-category.  The Project envisions that legislatures would not choose to impose tax on food items outside of these categories (e.g., candy, snacks).


Example:  The Project is proposing four categories within clothing and related items.  Legislatures would choose to exempt one or more of the four mutually exclusive categories.  The Project envisions that a legislature would not exempt an item of clothing within one of these broad categories and tax the others.


It is not the Project’s goal to increase or decrease the existing tax bases of any taxing jurisdiction; the fact remains that uniform definitions may affect some taxing jurisdictions positively and others negatively.

Criteria for Drafting Uniform Definitions


The Project considered the following criteria when deciding which definitions to offer:

1. Is the definition necessary to provide consistency for software development?

2. Has a business group indicated that a uniform definition is needed?

3. Is the definition needed to ease administration?


Core Definitions

1. Tangible Personal Property

2. Sales Price/Purchase Price

3. Retail Sale

4. Delivery Charges


Exemption Definitions

1. Clothing

a. clothing

b. clothing accessories

c. sport equipment

d. protective equipment

2. Food and Food Ingredients

a. alcoholic beverages

b. tobacco

c. dietary supplements

d. soft drinks

e. food prepared for immediate consumption


Use of the Terms “including” or “includes”


For all definitions proposed which use the terms “includes” or “including,” the terms “includes” or “including” will be defined similarly to how they are defined in I.R.C. §7701(c).


I.R.C. §7701(definitions) defines “includes” and “including” as follows:


(c) Includes and including. – The terms “includes” and “including” when used in a definition contained in this title shall not be deemed to exclude other things otherwise within the meaning of the term defined.

II.
UNIFORM DEFINITIONS

A.
Tangible Personal Property

"Tangible personal property" means personal property that can be seen, weighed, measured, felt or touched, or that is in any other manner perceptible to the senses.  Tangible personal property does not include real property or intangible property.

The model legislation will include a provision where states can move items currently excluded in the definition of tangible personal property to their exemption section.

B.
“Sales Price” and “Purchase Price” 


Note:
(1)
For purposes of the following definitions, the term retailer is used for consistency although it could be vendor, seller, or some other term.


(2)
The definition of “sales price” applies to the measure subject to sales tax.


(3)
The definition of “purchase price” applies to the measure subject to use tax.

“Sales price” means the total amount or consideration, including cash, credit, property, and services, for which taxable tangible personal property or taxable services are sold, leased, or rented, valued in money, whether received in money or otherwise, without any deduction for the following: 

a. The retailer's cost of the property sold;

b. The cost of materials used, labor or service cost, interest, losses, all costs of transportation to the retailer, all taxes imposed on the retailer, and any other expense of the retailer;

c. Charges by the retailer for any services necessary to complete the sale whether or not separately stated, including delivery charges; and

d. The value of exempt tangible personal property whether or not separately stated on the invoice, billing, or similar document given to the purchaser where taxable and exempt tangible personal property have been bundled together and sold by the retailer as a single product or piece of merchandise.


“Sales price” shall not include:

a. Discounts, including cash, term, or coupons that are not reimbursed by a third party that are allowed by a retailer and taken by a purchaser on a sale; 
b. Interest, financing, and carrying charges from credit extended on the sale of tangible personal property or services, if the amount is separately stated on the invoice, bill of sale or similar document given to the purchaser; and

c. Any taxes legally imposed directly on the consumer that are separately stated on the invoice, bill of sale or similar document given to the purchaser.

“Purchase price” means the total amount or consideration, including cash, credit, property, and services, for which tangible personal property or taxable services are sold, leased, or rented, valued in money, whether paid in money or otherwise, without any deduction for the following:

a. The retailer's cost of the property sold;
b. The cost of materials used, labor or service cost, interest  losses, all costs of transportation to the retailer, all taxes imposed on the retailer, or any other expense of the retailer;

c. Charges by the retailer for any services necessary to complete the sale whether or not separately stated, including delivery charges; and

The value of exempt tangible personal property whether or not separately stated on the invoice, billing, or similar document given to the purchaser where taxable and exempt tangible personal property have been bundled together and sold by the retailer as a single product or piece of merchandise.


“Purchase price” shall not include:

a. Discounts, including cash, term, or coupons that are not reimbursed by a third party that are allowed by a retailer and taken by a purchaser on a sale; 

b. Interest, financing, and carrying charges from credit extended on the sale of tangible personal property or services, if the amount is separately stated on the invoice, bill of sale or similar document given to the purchaser; and

c. Any taxes legally imposed directly on the consumer that are separately stated on the invoice, bill of sale or similar document given to the purchaser.

C.
Retail Sales


Retail sale or sale at retail means any sale for any purpose other than for resale.

D.
Delivery Charges


“Delivery charges” means charges by the retailer for preparation and delivery to a location designated by the purchaser of tangible personal property or services including, but not limited to, transportation, shipping, postage, handling, crating and packing.
E. Clothing

Background

Eight states, including Connecticut, Massachusetts, Minnesota, New Jersey, New York, Pennsylvania, Rhode Island and Vermont provide an exemption for the sale of clothing.  Other states offer occasional clothing tax holidays.  These items can be categorized into three distinct components: clothing accessories; sports equipment; and protective equipment. 

Of these three components, all states exclude from the exemption clothing accessories and some or all types of sports equipment.  All states, with the exception of Connecticut and Massachusetts, exclude from the exemption all or certain classes of protective equipment.  In addition, all but Rhode Island have limits on the clothing exemption based upon dollar value or fur content of the individual clothing garment. 

Problem

States are not consistent in definitions and tax treatments of clothing; clothing accessories; sports equipment; and protective equipment.   Another example of the inconsistency is the sale of clothing with alterations and/or monograms. The question arises as to the tax base; should it be on the item of clothing only or the value after the addition of the alteration and how does the cost of monogramming apply. 

Solution

Create a common definition for each of the four areas: 1) clothing, 2) clothing accessories, 3) sports equipment, 4) protective equipment. With these definitions now drafted to be mutually exclusive, each state then could create an exemption for a particular definition, a set of definitions, or all. 

Propose a uniform regulation to accompany the definitions.

Eliminate the exempt clothing limitation currently based upon dollar value or fur content.  

Proposed definitions:

1. Clothing shall mean all human wearing apparel suitable for general use and any components to be directly incorporated into same.


2. Clothing accessories or equipment shall mean incidental items worn on the person or in conjunction with clothing.





3. Sport equipment shall mean items designed for human use and worn in conjunction with an athletic or recreational activity that are not suitable for general use.

4. Protective equipment shall mean items for human wear and designed as protection of the wearer against injury or disease or as protection against damage or injury of other persons or property but not suitable for general use.

Proposed examples:

The following list is intended to be examples of fringe items and not an all inclusive list of possibilities. This list will continue to be populated and perfected with the intent to be the basis of a model regulation for this area.

1a. Clothing shall include:

a. Aprons, household

b. Baby receiving blankets

c. Bathing suits and caps

d. Belts and suspenders

e. Boots

f. Coats and jackets

g. Costumes

h. Diapers (children and adults - including disposables)

i. Footlets

j. Formal wear

k. Gloves and mittens

l. Hats and caps

m. Hosiery

n. Insoles for shoes

o. Neckties

p. Overshoes

q. Pantyhose

r. Scarves

s. Sewing materials that become part of clothing (buttons, fabric, lace, thread, yarn, zippers)

t. Shoes and shoe laces

u. Shower caps and clogs

v. Slippers

w. Sneakers

x. Steel toed shoes

y. Uniforms (non-athletic)

z. Wedding apparel

1b.
Clothing shall not include:

a.  Belt buckles sold separately 

b.  Costume masks sold separately

c.  Patches and emblems sold separately

d. Sewing equipment and supplies (knitting needles, patterns, pins,       scissors, sewing machines, sewing needles, tape measures, thimbles)

2. Clothing accessories shall include:

a. Briefcases

b. Cosmetics

c. Hair notions

d. Handbags

e. Jewelry

f. Sun glasses, non-prescription

g. Umbrellas

h. Wallets

i. Watches

j. Wigs and hair pieces

3. Sports equipment shall include:

a. Athletic uniforms 

b. Bathing and shower caps

c. Bowling shoes

d. Cleated or spiked athletic shoes

e. Golf shoes

f. Golf and other sport gloves

g. Goggles

h. Helmets

i. Roller and ice skates

j. Shin guards

k. Ski boots

l. Waders

m. Wetsuits and fins

4. Protective equipment shall include:

a. Aprons, shop

b. Clean room apparel and equipment

c. Ear and hearing protectors

d. Face shields

e. Hard hats

f. Paint or dust respirators

g. Protective helmets 

h. Protective gloves

i. Safety goggles

j. Tool belts

k. Welders masks

F. Food and Food Ingredients

Create a common definition for food and various subcategories so states can create an exemption for food or specific categories.

“Food and food ingredients” means substances, whether in liquid, concentrated, solid, frozen, dried, or dehydrated form, that are sold for ingestion by humans and are consumed for their taste or nutritional value.

1. “Alcoholic Beverages” means beverages that are suitable for human consumption and contain one-half of one per cent or more of alcohol by volume.

2. “Dietary supplement” means any product, other than tobacco, intended to supplement the diet that:

a. Contains one or more of the following dietary ingredients:

1) a vitamin;

2) a mineral;

3) an herb or other botanical;

4) an amino acid;

5) a dietary substance for use by humans to supplement the diet by increasing the total dietary intake; or

6) a concentrate, metabolite, constituent, extract, or combination of any ingredient described in above; and 

b. Is intended for ingestion in tablet, capsule, powder, softgel, gelcap, or liquid form, or if not intended for ingestion in such a form, is not represented as conventional food and is not represented for use as a sole item of a meal or of the diet; and

c. Is required to be labeled as a dietary supplement, identifiable by the “Supplement Facts” box found on the label and as required pursuant to 21 C.F.R §101.36.

3. “Soft drinks,” means non-alcoholic beverages that contain natural or artificial sweeteners. Soft drinks do not include beverages that contain:  

a. milk or milk products;

b. soy, rice or similar milk substitutes; or

c. fifty percent or more of vegetable or fruit juice by volume. 

4. “Prepared food intended for immediate consumption,” means food prepared by the retailer.  For the purposes of this definition, “prepared” means to (1) heat, or (2) mix or combine two or more food ingredients for sale as a single item.  For the purposes of this section, “prepared” does not mean to only slice, repackage, or pasteurize.

5. “Tobacco” means cigarettes, cigars, chewing or pipe tobacco, or any other item that contains tobacco.

GENERAL PRINCIPLES OF THE 

STREAMLINED SALES TAX SYSTEM FOR THE 

PROTECTION OF CONSUMER PRIVACY

I.
Preface

The States participating in the Streamlined Sales Tax System (“System”) believe that it is necessary to set forth clear principles as to data collection and use under the System, so that data personally identifiable to individuals is protected from unwarranted collection, access, disclosure or other use. These general principles are designed to further augment the participating States’ laws regarding confidentiality of tax information, which laws remain fully applicable and binding upon parties to the System. While the collection and use of a certain amount of data remains necessary for the purposes of obtaining compliance with state tax laws, the participating States intend to properly balance the public’s interest in obtaining compliance with its tax laws with the privacy interests of those individuals subject to those laws.  

II. Definitions

A. Personally Identifiable Information (“PII”) -- Information that identifies an individual.

B.
Anonymous Data -- Information that does not identify any individual.

III.
General Principles

(1) A fundamental precept of the Streamlined Sales Tax System should be to protect the privacy of consumers by preserving their anonymity.  With very limited exceptions, the System should perform its tax calculation, remittance and reporting functions without retaining the Personally Identifiable Information of consumers. 

(2) The System should be designed and tested to ensure that the fundamental precept of anonymity is respected, and that PII is only used in very limited circumstances when it is absolutely necessary.

(3) Use of PII by the participating States in the System will be limited to (a) those claiming exemptions from tax, who must demonstrate either their tax-exempt status, the exempt nature of the goods or services purchased or the exempt use of such goods or services; (b) investigations of tax fraud or other violations of law; and (c) audits and other processes ensuring the integrity and reliability of the System.   PII can only be collected, retained, used or disclosed for these specified purposes.  

(4) When PII is retained for these limited purposes by or on behalf of the participating States, in the absence of exigent circumstances, individuals should be provided with reasonable notification of such retention and should be afforded reasonable access to their own data, and a right to correct inaccurately recorded data.

(5) If a third party seeks to discover System PII, then, in the absence of exigent circumstances, a reasonable and timely effort should be made to notify the individual of such request. 

(6) System privacy rules should be subject to enforcement by State Attorneys General, tax authorities or other appropriate authorities.  Individuals should have a private right of action against any person or organization who willfully or recklessly invades an individual's privacy under the System. 

(7) The participating States should be free to collect, disclose, disseminate or otherwise use anonymous data for governmental purposes. 

(8) The participating States, to the extent that they have knowledge thereof, should inform individuals if their privacy has been significantly invaded.

(9) The System should provide such technical, physical and administrative safeguards so as to protect PII from unauthorized access and disclosure.

(10)
To qualify as a Certified Service Provider (CSP), a CSP must meet System privacy standards.  

