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 DPC

SALES TAX SIMPLIFACTION PROPOSAL

Dear Distinguished Commission Members:

DPC – located in Monsey, NY -- has been in the business of sales tax compliance software since 1991. We are therefore well positioned to share with the commission how brick-and-mortar businesses currently comply with sales & use taxes, and to correlate that to e-commerce.

We are proposing a simplification system that is already in place and used by thousands of companies across the U.S. Companies using our sales tax software range from mom-and-pop shops to Fortune companies.

We declare the complexity of following thousands of sales & use tax rates and forms to be a misnomer. How else do the thousands that have nexus in any number of states comply today? And they do comply! How so? They use software systems specifically designed to eliminate the hassle of following these rates.

Our systems map sales & use tax rates and forms to ZIP code. We update our customers every month with the latest rates. Our systems are affordable. For as little as a few hundred dollars we enable you to be on top of every single sales & use tax rate across the U.S., its territories, and Canada. And we are not the only ones. There are no less than fourteen (14) companies offering various sales & use tax compliance systems covering the entire U.S. They include:

· DPC (www.salestax.com)

· Arthur Andersen

· Billsoft

· BNA

· CCH

· Deloitte & Touche Tax Technologies

· Ernst & Young

· Group 1 Software

· Independent Systems

· KPMG

· PricewaterhouseCoopers

· RIA

· Taxware

· Vertex

There are many others still that offer sales tax systems specific to certain states.

There are also three (3) service bureau companies – in addition to the “Big 5” accounting vendors -- that offer services for filing sales & use tax returns on behalf of their clients. They are: 

· Atlantax

· State Tax Resources Group

· Tax Partners.

Our systems cover the following industries:

· Automotive

· Food

· Fuel

· Lease/Rental

· Occupancy

· Public Utilities

· Telecommunications

Our systems offer the ability to look up tax rates, integrate tax rates into accounting systems, and automatically file sales & use tax returns. If these systems leave something to be desired, as most every software does, they can be certified by the states and tweaked to meet stringent state requirements. Furthermore, the states should provide a Safe Harbor to anyone using certified compliance software. 

These systems are by no means new but members of this commission may not have known of their existence. The fact that there are so many vendors with so many thousands of customers that have an almost perfect handle on sales & use tax speaks for itself.

Any e-commerce site costs thousands of dollars to create and maintain. Is spending a few extra dollars to keep up with sales & use tax so prohibitive? Even if it is for smaller companies, the states may want to refund the cost of compliance software, up to a percentage of the sales tax revenue collected. This can be modeled after the current system of vendor collection credits.

Taxing authorities should publish a list of available software systems, something they have resisted until now, for whatever reason.

Sales tax is no more difficult than income tax, property tax and a whole host of other taxes. The technology exists and there is no need to change thousands of state & local laws. 

Even today, our customers include many Internet businesses and e-commerce sites that have to collect because of nexus, and they do so seamlessly. Our tax rate database is built into their system and updated every month via the Internet. They use our filing software to produce government-approved, signature-ready sales & use tax returns.

The “complexity” issue has been used by many as a smoke-and-mirrors reason to avoid having to collect sales tax. Once “complexity” is eliminated these forces will find other reasons to avoid collection. Already there are rumblings of the impact sales tax will have on e-commerce. 

Well, now it is no longer complicated. It isn’t to the many thousands of companies that use others’ and our software to comply. It should therefore be clear to anyone looking at this objectively that the “complexity” issue ought not to stand in the way of forcing Internet vendors to collect sales tax.

By the same token, remote sellers should find no reason to continue shying away from collecting sales tax.

Here is how our proposal addresses the Commission’s criteria list?

Simplification

Criteria 1 - How does this proposal fundamentally simplify the existing system of sales tax collection? 

By offering economically priced software that effectively eliminates the hassle of compliance.

Criteria 2 - How does this proposal define, distinguish, and propose to tax information, digital goods, and services provided electronically over the Internet? 

It does not differentiate. There is no reason why products and services provided over the Internet should be taxed differently than if purchased by other means.

Criteria 3 - How does this proposal protect against onerous and/or multiple audits?

By providing a Safe Harbor to anyone using certified software.

Taxation

Criteria 4 - Does this proposal impose any taxes on Internet access or new taxes on Internet sales? 

It does not address Internet access as a unique service. No new taxes are imposed on Internet sales, just the same old taxes that would have had to be collected if the item was purchased at a brick-and-mortar location.

Criteria 5 - Does this proposal leave the Net tax burden on consumers unchanged?

No. It proposes to eliminate the moratorium.

Criteria 6 - Does the proposal impose any tax, licensing or reporting requirement, collection obligation or other obligation or fee on parties other than those with a physical presence in a particular state or political subdivision? 

Yes. Remote sellers have also used the “complexity” issue to avoid having to collect sales tax. If it is a non-issue, remote sellers should just as soon be compelled to collect. 

Criteria 7 - What features of the proposal will impact the revenue base of federal, state, and local governments? 

The added revenues from remote and Internet sellers will significantly impact it.

Burden on Sellers

Criteria 8 - Does this proposal remove the financial, logistical, and administrative compliance burdens of sales and use tax collections from sellers? Does the proposal include any special provisions with respect to small, medium-sized, or start-up businesses? 

Using our software nullifies these burdens, even while requiring full compliance. Smaller businesses can be helped by purchasing less expensive software and by receiving credits from the tax authorities for their compliance software expenditures. 

Discrimination

Criteria 9 - Does the proposal treat purchasers of like products or services in as like a manner as possible through the implementation of a policy or system that does not discriminate on the basis of how people buy? 

Yes.

Criteria 10 - Does the proposal discriminate against out-of-state or remote vendors or among different categories of such vendors? 

No. On the contrary, it proposes to equalize all commerce by taxing equally. 

International

Criteria 11 - How does this proposal affect U.S. global competitiveness and the ability of U.S. companies to compete in a global marketplace? 

Foreign companies doing business in the U.S. today need to conform to U.S. taxation laws. Shouldn’t that continue to be the case rather than the other way around?

Criteria 12 - Can this proposal be scaled to the international level? 

Yes.

Criteria 13 - How does this proposal conform to international tax systems, including those that are based on source rather than destination? Is this proposal harmonized with the tax systems of America’s trading partners? 

It does not take a stand on these issues. 

Technology

Criteria 14 - Is the proposal technologically feasible utilizing widely available software to enable tax collection? If so, what are the initial costs and the costs for required updates, and who is to bear those costs? 

Yes. The cost is less than $5,000 per year, a cost small enough to be borne by any vendor.

Privacy

Criteria 15 - Does the proposal protect the privacy of purchasers? 

Yes. 

Sovereignty/Local Government Autonomy

Criteria 16 - Does this proposal respect the sovereignty of states and native Americans? 

Yes.

Criteria 17 - How does this proposal treat local governments’ autonomy and their ability to raise a greater or lesser amount of revenues depending on the needs and desires of their citizens?

It leaves that ability entirely to them. They will be able to adjust the taxes as frequently and by as much as they see fit while not affecting the ability to comply.

Criteria 18 - Is the proposal constitutional? 

Yes. 

42 Melnick Drive – Monsey, NY 10952 – 914-426-3790 – www.salestax.com

[image: image1.png]