







							August 31, 1999







Heather Rosenker

Executive Director

Advisory Commission on Electronic Commerce

3401 North Fairfax Drive

Arlington, VA  22201-4498

							By FedEx Overnight



	Re:  Written Joint Submission on an Origin Based Sales Tax

		by Wade Anderson, Andrew Wagner, Eric Miethke,

		Terry Ryan, and Arthur  Angstreich



Dear Ms. Rosenker:



Enclosed is a three page letter attaching three published articles concerning the feasibility of an origin based sales tax as a possible solution to the 

internet taxation issues being considered by the Commission.  The authors of these articles have extensive experience in the area of state and local taxation.   Enclosed are 30 copies of the submission which I understand you will distribute directly to the Commission members.   I will also transmit a copy of this letter (without attached articles) via e-mail to comments@ecommercecommission.org.



	Please call me if you have any questions or would like additional information.



							Sincerely,







							Andrew P. Wagner, Esq.

							901-395-3410

							fax 901-395-5113



cc  Wade Anderson

      Terry Ryan

      Arthur Angstreich

      Eric Miethke
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August 31, 1999

Commission Members

Advisory Commission on Electronic Commerce

3401 North Fairfax Drive

Arlington, VA  22201-4498

									By FedEx Overnight

	Re:  Comment on an Origin Based Tax Solution



Dear Commission Members:



	At the June meeting of the Commission, extensive testimony was presented about the history, economics  and application of the current sales tax systems in light of E-Commerce developments.   As you heard, a traditional destination based sales tax applied to internet transactions created a host of complex legal and practical difficulties.  One alternative was a call for federal intervention to define complex tax nexus rules and standards for uniformity.  Because a destination based tax might ultimately present insurmountable problems, we believe other rational sales and use tax alternatives should be considered by the Commission.  One viable solution which has received little attention until recently may be the use of an “origin based sales tax.”  The concept, depending on its parameters and implementation might offer these advantages:   



It would require no federal legislation.  This is a solution the states could agree upon within their existing authority and is fully compatible with an approach recognizing "State's rights."

It can avoid complex issues surrounding harmonization with international tax schemes.  This is particularly important given the EC's indications to shift to an origin based VAT tax.

It is compatible with the Supreme Court decisions in Quill and Jefferson Lines. 

Compliance would be very simple.  The seller need only register once in its home state, remit tax to its home state, and be subject to audit by its home state.   

It protects the right of each state to establish its own tax scheme of rates, exemptions, and revenue projections.  

It is within the existing parameters of current sales and use tax theory, avoids many of the highly technical nexus and constitutional issues, and, could be implemented by state agreement through the use of a compact.

It can meet the economic principles of neutrality between all forms of remote selling.

It can be limited to sales of digitized products and services over the Internet, or, be expanded to include other sales of services and/or tangible personal property.

It protects purchaser's privacy as the seller would have no need to ascertain the location of the purchaser.

 It maximizes local municipal revenue planning because there would be no need for a uniform local rate across the entire state.



An origin based tax solution to the E-commerce dilemma is discussed in more detail in the attached three articles written specifically in the context of the issues raised by transactions over the Internet.  Combined, these articles discuss various aspects of an origin based tax, its scope, and how it might be implemented.  While not complete on every issue, these articles are somewhat in depth and are intended to promote discussion about the feasibility of an origin based sales tax as an alternative to efforts to find an increasingly elusive destination based sales tax solution.  

We, the authors, submit in our individual capacities these articles for your consideration and hope that an origin based sales tax solution will be discussed by the Commission as it explores possible solutions to the many internet tax issues.  

Respectfully submitted,





_________________________		____________________________

Wade Anderson, Counsel, as individual	Andrew P. Wagner, as individual

Vinson & Elkins				Staff Director - Law

One American Center				FDX Corporation

600 Congress Ave.				2nd Floor - Legal

Austin, TX  78701-3200			1980 Nonconnah Blvd.

Phone:  512-495-8587				Memphis, TN  38132

E-mail:  wanderson@velaw.com		Phone:  901-395-3410

						E-mail:  awagner@fedex.com

					

	

_________________________		____________________________

Eric J. Miethke, Partner, as individual	Terry Ryan, as individual

Nielsen, Marksamer, Parrinello, Mueller	Director of State and Local Taxes	

      and Naylor,  L.L.P				Apple Computer

770 L Street, Suite 800			One Infinity Loop

Sacramento, CA  95814			Cupertino, CA  95014

Phone:  916-446-6752				Phone:  408-974-4598

E-mail:  emiethke@nmgovlaw.com		E-mail:  terryan@apple.com





_____________________________

Arthur Angstreich, as individual

Principal, Technology, Communications, &

      Entertainment Tax Practice

Ernst & Young,  L.L.P.

Phone:  212-773-3632

E-mail:  author.angstereich@ey.com



Attachments - Articles from State Tax Notes magazine:

Wagner and Anderson, "Origin-Based Taxation of Internet Commerce", State Tax Notes, July 19, 1999, p. 187. (5 pages).

Ryan and Miethke, "The Seller-State Option: Solving the Electronic Commerce Dilemma," State Tax Notes, Oct. 5, 1998 p. 881;  98 STN 192-23; Doc 98-29684 (12 pages). 

Angstreich, Fisher, Miethke, "Jefferson Lines as the Ticket to Cyberspace?  A Proposal for the Taxation of Electronic Commerce Services", State Tax Notes, Jun. 22, 1998;  p. 1993; 98 STN 119-21;  Doc. 98-19879 (4 pages)


