























November 15th, 1999








Advisory Commission on Electronic Commerce


3401 North Fairfax Drive


Arlington, VA  222010-4498





	RE:	Principles for making Electronic Commerce Equitable





Dear Commissioners:





The League of California Cities, representing the 473 cities in California, strongly believes in the following principles and would like to emphasize some additional points for your consideration as to any solution for e-commerce.  The League of California Cities generally concurs with the comments submitted by Council of Sate Governments, International City/County Management Association, National Association of Counties, National Conference of  State Legislatures, National Governors Association, US Conference of Mayors, and National League of Cities submitted to your Commission and presented September 14, 1999 in New York City.





	Competitive Neutrality -- All sales transactions should be treated equally, whether the transaction is done in person, on the telephone, by mail, by fax or on the Internet.  Remote sellers should not become a protected class among retailers.





	Expanded Duty to Collect -- 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 purchasers’ state. States and locals should have the ability to opt into a program which would allow for the collections of these taxes.





	Tax Simplifications -- State and local governments must strive to simplify and reduce the costs of remote sellers to comply with use tax remittance.  Although recent improvements in technology exists which clearly reduce the burden of calculation of buyers tax obligation for remote sellers, states and local governments must accept a greater share of the burden to reduce complexity and compliance costs where ever possible.  





Some have proposed to the commission and Congress that the Internet should be a tax haven.  The argument has been made that a tax-free Internet will greatly benefit “government” through increased income taxes.  Importantly, cities in California and most places across the country do not receive any personal income tax.  Cities in California are tremendously dependent upon the existing sales tax to provide critical municipal services.  If existing taxable sales are allowed to migrate to a tax haven Internet, local government will be greatly disadvantaged.  Police and fire services, which receive approximately 60% of city discretionary spending, will clearly be jeopardized if sales taxes are endangered.  





California cities have been working diligently with representatives from various Silicon Valley companies on this issue for the past two years.  We are very encouraged by the progress of these discussions and the willingness of many businesses to accept the responsibility to collect and remit use taxes from their remote sales.  Business has been encouraged by the willingness of local officials to agree to significantly reduce burdens these business face when attempting to comply with use tax remittance.  Local governments provide the services closest to the people.  These businesses understand the unique role local governments in particular, play in providing the services so necessary to maintain the quality of life in our communities.  We believe that a mutually acceptable solution is within reach.  We look forward to discussing our efforts with you.  





Respectfully submitted,














Christopher McKenzie


Executive Director


League of California Cities    


1400 K Street, Suite 400


Sacramento CA 95814


(916) 658 8200


mckenzie@cacities.org








