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Mr. Chairman and Members of the Commission, thank you for the opportunity to make some observations about the issues before you.  

My name is Peter Lowy and I am Co-President of Westfield America, a New York Stock Exchange company, which owns interests in 38 major shopping centers across the country that are home to approximately 4,700 specialty stores.  In many communities, we are one of the largest contributors to the local tax base through the property taxes we pay and the sales taxes we generate.

As an example, we currently own two regional malls in the city of San Jose: Westfield Shoppingtowns Valley Fair, and Oakridge.  In 1999, they will generate combined sales and property taxes of almost $66 million to the city of San Jose, Santa Clara County and the State of California.  Of this, $60 million is produced through sales tax.  Sales tax revenue is the largest single line item in San Jose’s general fund budget.

In the town of Islip, on Long Island, Westfield Shoppingtown South Shore produces $24 million in sales and property taxes.  Of this, $19 million is sales tax, which is shared by the city of Islip, Suffolk County and the State of New York.  Sales tax revenue is approximately 51% of Suffolk County’s budget.

I am also here representing the e-Fairness Coalition.  We support a level playing field that ensures consumers are treated fairly regardless of where they choose to shop - in traditional or online stores.  The Coalition represents brick-and-mortar and online retailers, retail associations, publicly- and privately owned shopping centers, outlet centers, Main Street merchants, and Realtors.  Our membership represents a total of over 350,000 retail stores nationwide.

We greatly appreciate the opportunity to finally give our views on these vital issues, and look forward to an ongoing dialogue.  We represent a major sector of the economy that will be greatly impacted by future Internet tax policy, and we are very eager to work with the Commission to find solutions that work for everyone.

While we do not have official positions on each of the proposals, I would like to share with you the e-Fairness Coalition’s views on the issues before the Commission and provide some basic principles we support to help guide your consideration of the various proposals.

FAIRNESS  

We support a level playing field that ensures that consumers are treated fairly regardless of where they choose to shop – in brick and mortar stores or online. 

Therefore, sales and use taxes from sales made online should be collected just as sales taxes from sales made by brick-and-mortar retailers are collected.  

To be clear: we oppose creating new taxes on e-commerce, but favor equal application of the law. 

Preferential tax policies and government subsidies for internet retailers would distort the free market, and place brick and mortar retailers at a competitive disadvantage. 

Competition is the hallmark of business and our tax policies should foster competition in the new economy, not hinder it. 

Therefore, any proposal you endorse should be fair and it should promote a level playing field.

Simplification

We are also in favor of a workable solution to ensure that sales and use taxes can be collected in a simple and easy to administer fashion. 

As the proposals by ATRACS and Taxware International indicate, the technological capability exists to simplify and securely collect sales tax on all transactions.  

The e-Fairness Coalition supports a simple, neutral and clear tax policy that can be easily implemented into the current e-commerce infrastructure.  We also support proposals that ensure revenue neutrality and consumer privacy.

We are for a system that simplifies sales tax collection and eliminates the cost of compliance.  Once this zero burden system is implemented and the administrative burdens of sales and use tax collection are lifted, we feel that  there is no logical argument for internet retailers not to collect sales taxes just as Main Street retailers collect the tax today.

Proposals

While the e-Fairness Coalition is not taking an official position on the individual proposals, we clearly oppose the proposals that promote a permanent tax haven for Internet sales.  We oppose an Internet tax haven for a number of reasons, including:

1. Retailers will be subject to an unfair, government-imposed competitive disadvantage.  A level playing field is what’s best for the new economy.

2. This policy may lead to higher property taxes for homeowners, higher state income taxes and/or higher sales tax rates as states and cities try to recoup lost revenue.

3. E-commerce is growing so fast that it does not need preferential tax treatment or government subsidies.  As an example, as of yesterday, Amazon.com’s market capitalization was $32.6 billion --  twice that of Sears and JCPenny combined.  E-toys which went public in 1999, has a market capitalization of $5.6 billion, as opposed to ToysRUs with a market capitalization of $3.6 billion.  Why would this industry need a subsidy?

4. Retailers will create online subsidiaries to take advantage of the sales tax exemption for online sales.  This would distort integrated business strategies that seek to include the Internet as an important and complementary channel with bricks and mortar for selling goods.

We support proposals that have the following criteria:

1.  Promotes a level playing field.

2.  Simplifies sales tax collection

3.  Is a zero burden system.

4.  Uses technology to simplify the collection of sales taxes.

5.  Imposes no specific taxes on Internet transmissions, network services, or on the medium itself.

Conclusion

E-Commerce is growing faster than even the optimists predicted.  It does not need a subsidy. 

The discriminatory tax policies embodied in the proposals by Governor Gilmore, Dean Andal and others will have a serious negative impact on traditional retailers who collect sales taxes, and will force state and local governments to raise other taxes to make up for the lost revenues. 

Traditional brick and mortar retailers will be profoundly impacted by the Commission’s recommendations.  Therefore, we urge the Commission to carefully consider the impact of your recommendations on all segments of the economy, and to use great caution so we will not implement policies that could have a negative impact on a major sector of the economy.

Brick-and-mortar retailers want to be part of finding solution that works for everyone.  We, the e-Fairness Coalition, look forward to working with you as you go forward.  I would be pleased to answer any questions you may have.
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