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From the City Council of Lancaster, South Carolina
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Councilman Paul T. Beckham

Councilman Preston Blackmon

Councilman Audrey T. Curry

Councilman Frank Harris

Councilman Danny O’Brien

The City of Lancaster depends on the retail sales tax to help provide services - police, fire, building code safety and enforcement, street and sidewalk services and city administration - to citizens and businesses. From a federalism perspective, the existing sales tax system works well: citizens and the officials citizens elect to deliver state and local services make the decisions about state and local sales tax revenues.

As the result of court decisions and Congressional inaction, most Internet vendors and other remote sellers currently are not obligated to collect sales taxes from consumers. The tax-free status of these electronic commerce transactions violates the principles of tax neutrality by taxing identical goods differently based solely on the location of the seller, puts local merchants at a competitive disadvantage, and threatens the long-term viability of the sales tax as a key source of local government revenue.

The Advisory Commission on Electronic Commerce has the opportunity to address the sales tax equity problem before the disparities between remote sellers and bricks-and-mortar retailers permanently distort the marketplace, forcing state and local governments to raise taxes in other areas to offset sales tax shortfalls. The City of Lancaster strongly supports technology advances and the opportunities offered by electronic commerce, and urge the Advisory Commission on Electronic Commerce to endorse the following principles and actions:

· Competitive Neutrality - All sales transactions should be treated equally, whether that transaction is done in person, on the telephone, by mail, or on the Internet. Remote sellers should not be a "protected class" among retailers and should not receive a business advantage and preferential tax collection treatment at the expense of local merchants. 
· Expanded Duty to Collect - Using its authority under the Commerce Clause, Congress should authorize states and local governments to require remote sellers without a physical presence in the state to collect use taxes on goods and services sold into the state and remit those taxes to the purchaser's state.

· Federalism - The federal system should not be weakened by denying state and local governments the revenue they need to serve citizens and carry out important responsibilities. No federal action should preempt the authority of state and local governments or their ability to determine their own tax policies.

· Tax Simplification - While the technology exists today to administer even the most complex sales tax systems easily and fairly, the Commission should encourage states and local governments to continue their cooperative efforts to reduce the complexity and compliance burdens posed by existing sales and use tax systems on remote sellers. 
The City of Lancaster hopes that the product of the Commission’s efforts will support local government in our efforts to respond to the needs of our citizens.  Avoiding a reduction of our ability to provide needed services to our citizens by placing an additional tax burden on our property owners and lower income citizens is a matter of simple fairness.  The property owner already pays an inordinate share of the tax load and lower income citizens can ill afford an additional tax burden.  Local government can handle the task of delivering necessary services provided our hands are not tied.  Help us maintain the wherewithal to do the job we were elected to do!

(Note by Deputy City Administrator Steve Willis - this was approved by the City Council at their regular meeting of November 9, 1999.  The hard copies will attest this by signatures of the Mayor and City Clerk.)
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