March 13, 2000

Advisory Commission on Electronic Commerce

c/o Heather Rosenker, Executive Director

3401 North Fairfax Drive

Arlington, VA 22201-4498

Dear Commissioner:

The eCommerce Coalition and its member companies appreciate the opportunity we have been afforded to participate in the activities of the Advisory Commission on Electronic Commerce (the “ACEC”) through the public testimony and proposal submission process. We recognize that you have been inundated with such public participation, but nevertheless cannot stop ourselves from imposing upon you this one last time.

Much has transpired since the ACEC last met in December 1999, and we applaud the efforts currently underway within the ACEC to reach a consensus on meaningful state tax reform and simplification. We are particularly interested in two proposals that have been recently introduced: the “Harmonized Proposal” being supported by several Commissioners representing state and local government; and the ACEC Business Caucus’ “A Proposal for Internet Tax Reform and Reduction.” It is clear to us that much thought went into the development and articulation of the concepts in both proposals and commend all who were involved in that work.

Rather than directly commenting on those proposals, we will instead briefly set forth what our proposal would consist of were we involved in the report drafting process. We have purposely kept our suggestions short, recognizing that many of the details supporting our suggestions have been presented to the ACEC in earlier submissions by us and others. As required by the statute creating the ACEC, our suggestions apply to all forms of remote commerce, not merely to electronic commerce. Moreover, in as much as changes in law concerning remote commerce affect all commerce generally, so too do our suggestions.

The ACEC should recommend that Congress consider a single piece of legislation which would:

(1) Authorize states that have enacted a radically simplified and uniform sales and use tax system to impose a use tax collection obligation on remote vendors;

Permanently prohibit multiple and discriminatory taxation of electronic commerce, including transaction taxation of Internet access (narrowly defined to include only access to the Internet and not a bundled service which includes access); and

Establish nexus safe harbors based on physical presence for business activity tax (e.g., business taxes based on income, net worth, capital stock, etc.) liability and reporting.

With regard to item number (1), a uniform sales and use tax statute would be developed, in a timely fashion, by the National Conference of Commissioners on Uniform State Laws (NCCUSL). In developing this uniform statute, NCCUSL should work with both industry and government. The uniform statute would incorporate simplification and other criteria specified by Congress, including, but not limited to, a de minimis level of sales below which no collection would be required and a meaningful vendor discount for collection of both sales and use taxes. The uniform statute would also address the new and unique tax issues associated with digitized goods and services. The authority to impose a use tax collection obligation upon remote sellers would be granted on January 1 of the first calendar year following the enactment of the uniform statute by a majority of the states. Finally, the imposition of a use tax collection obligation would have no impact on nexus for business activity taxes (this same concept should be extended to any imposition by foreign countries of transaction tax collection obligations).

With the exception of the above clarifications, we believe that each of our three points have been thoroughly explored during the deliberations of the ACEC and that Congress would be able to rely on the discussion, testimony and proposals from those deliberations, as well as Congress’ customary processes, in developing statutory language for such an act. We hope that our input makes a positive contribution to your deliberations between now and your meeting in Dallas later this month.

Sincerely,

The eCommerce Coalition

c/o Joseph R. Crosby

National Director, State Tax Legislative Services

Ernst & Young LLP

1225 Connecticut Avenue, NW

Washington, DC 20036

(202) 327-5817

joseph.crosby@ey.com
