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GROUP 1 SOFTWARE




	4200 Parliament Place, Suite 600  Lanham, Maryland 20706-1844  Phone (301) 918-0400  Fax (301) 918-0430

Email: info@g1.com, Web: http://www. g1.com


March 8, 2000

Ms. Heather Rosenker, Executive Director

Advisory Commission on Electronic Commerce

3401 North Fairfax Drive

Arlington, VA 22201-4498

Re: Commentary on Address Data Quality and Accurate Assigning of Tax Jurisdictions

Dear Ms. Rosenker:

There is no technological obstacle to establishing a fully automated system for collecting sales and use taxes on transactions over the Internet.  That’s the assessment of Group 1 Software, the leading provider of software for address data quality and assigning of tax jurisdictions. The tax calculation, collection, and reporting infrastructure can be readily established.  We can eliminate the financial and logistical tax collection burdens and liabilities for the seller, and thus achieve the goal of a “no burden” tax collection system. 

Group 1 Software supports efforts to standardize and simplify administrative procedures, particularly those related to product categories and exemptions.  We do not, however, see the need to eliminate the ability of local jurisdictions to levy sales and use taxes.  Much is said about the complexity of 46 States and some 7500 local jurisdictions levying sales and use taxes.  This complexity is a fact of life, to be sure.  Nonetheless, it is certainly possible to determine accurately the destinations of goods and services ordered over the net.  Correct tax jurisdictions can be determined using destination address data.  Then, proper tax calculations can be made and collection efforts undertaken.  Address data quality software will be required, as well as an accurate method to determine tax jurisdictions from the address information.   This technology can be supplied today, and is easily utilized.     

Industries such as telecommunications are moving increasingly towards the enhanced ZIP code (also referred to as the ZIP+4) method to ensure accurate tax jurisdiction assignment.  The use of enhanced ZIP code and state-maintained address listings is called for under the proposed Mobile Telecommunications Sourcing Act currently being considered by Congress. This proposed legislation has the endorsement of a large number of telecommunications carriers, as well as state and local government associations.

The enhanced ZIP code method is a major step beyond, and should not be confused with, the standard five-digit ZIP code method used by many sales tax systems.  Five-digit ZIP code systems simply cannot provide the location accuracy required to determine correctly if an address is inside or outside a local tax jurisdiction.  In the interest of local tax collection accuracy, the Commission should not accept any proposed solution using the five-digit ZIP code method. 

We recommend that the Commission endorse an e-commerce taxing solution utilizing enhanced address data quality and local-tax-jurisdiction assignment capabilities.  This solution respects state and local sovereignty while providing the ability for all taxing jurisdictions to extend existing sales and use tax assignment and collection practices for the rapidly growing e-commerce.  All channels of commerce would be treated equally under this plan.  All required technology is readily available and easily implemented.

Sincerely,
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Robert S. Bowen

Chief Executive Officer







