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WAL-MART AND IMRA SUPPORT A LEVEL PLAYING FIELD 

FOR SALES TAX COLLECTION

The Impact of the Proposals on Retailers

With great interest and significant financial stake in both Internet sales and our existing store operations, Wal-Mart and the other member companies of the International Mass Retail Association (IMRA) have eagerly looked forward to these discussions.  We hope the time has arrived for all the stakeholders affected by the deliberations here to work together to achieve a solution that is economically sound and is fair and equitable for all.

IMRA is an alliance of retailers and their product and service suppliers that is committed to bringing price-competitive value to the world's consumers. IMRA represents over 200 retail companies, which operate more than 133,000 stores worldwide and have sales of over $450 billion annually.  IMRA represents over 600 supplier companies with sales totaling over $600 billion per year. Together, IMRA's membership represents over $1 trillion in sales and employs millions of workers.

IMRA and Wal-Mart are among the founding members of the e-Fairness Coalition—a coalition that advocates fairness for businesses and consumers, and which supports a level playing field that ensures that consumers are treated fairly no matter where they choose to shop.
We believe the fundamental issue to be resolved is the appropriate tax policy to be applied to the collection of the sales and use tax on interstate sales of tangible products.  This is not a new issue; it is decades old.  It was not created by this wonderful new medium of electronic commerce, but it must be resolved fairly so that we can then address the tax issues that are unique to the Internet.  Reasonable minds can conceive appropriate tax treatments for digitized products, entertainment downloads and other services.  

Wal-Mart has been described as a “click and mortar” retailer. Wal-Mart currently collects the sales tax on all its Internet sales, based upon delivery destination. Admittedly, this is difficult and not all its determinations regarding jurisdictional lines and item taxability are perfect.  It is also an expensive process, and one that is a major burden for any mid-sized retailer. It may be an impossible requirement for small or mom-and-pop web sites.  Major simplification and greater uniformity need to be achieved by all of the 46 states that currently impose a sales tax.  

The “Tax-Free” Internet Proposals

Proposals to make the Internet a “sales tax-free zone” are attractive, but have potentially devastating economic, tax and social consequences. These proposals would shift so much commerce to the Internet that they would, in effect, dramatically impair state sales and use tax collections. Equally dramatic increases in state property and income taxes would likely follow to offset lost revenues. Also, providing special treatment—what amounts to a government subsidy paid by all other sellers—to one sector of the economy, to the detriment of other competing sectors does not make for rational economic or tax policy.  

The reality is that, given the current stalemate, we are currently in a “no-tax” environment when it comes to the sales tax on remote sales of tangible products.  Consumers have the option of paying sales tax, depending upon how and with whom the order is placed. Similarly, companies selling on the Internet have the option to collect or not collect sales taxes—regardless of whether they have brick-and-mortar stores in multiple states.  

Lawyers, accountants and web consultants have advised many companies that they can sell products without collecting sales tax by establishing a separate “dot.com” subsidiary, as long as they preserve the separateness of the entity. Some even advise that they can contract for the inadvertent handling of returned Internet purchases to a physical store.

These experts cannot, however, advise a company about the number of states in which it should plan to litigate the issue.  Wal-Mart and other large retailers are, however, pretty adept at tax litigation.  Perhaps such litigation would provide the certainty we all seek on the Quill question of whether the burden is too great in today’s high-tech environment. Sound tax policy requires a system with certainty for all of us.
The tax-free Internet proposals raise additional questions. Can Wal-Mart provide its customers with Internet access within the store to take advantage of the tax-free zone? Some proposals say no. Why should the physical location of the computer make a difference?  Will lower-income consumers have the opportunity to pay a cashier for an Internet order when they have neither a home computer nor a credit card?  Sound economic and social policy requires a tax system that does not unfairly favor one form of distribution over another, and does not favor one group of taxpayers over another.   

Simplification Proposals

The simplification proposals generally call for states to fix the existing system.  We agree that a major overhaul of state systems is required.  We believe, however, that the states need help and direction in this process.  Significant hurdles include the fundamental state sovereignty issues and the difficulty of moving 46 states in the same direction over a relatively short period of time.

Several proposals call for meaningful collection allowances to be provided to the retailer to offset the burden of collection and encourage the merchant to collect voluntarily. So as not to disrupt existing collections, such allowances could be limited to sales of tangible products being delivered in interstate commerce.

Going a step further, we recommend that the collection allowance percentage be structured to reward states that move to a single statewide rate and adopt uniform provisions on tax base, exemptions and product definitions. States that do nothing on simplification and have the most burdensome systems should have to pay a higher collection allowance.

In the five states that allow local administration, collection and audit of the local jurisdiction’s tax, state and local governments should be encouraged to simplify.  If it were not for these states, national retailers could file returns and make remittances to only 46 locations. Meaningful simplification combined with incentive-based collection allowances are needed.  

With the right direction from the Commission, we believe that states will take the necessary legislative steps. The Commission should recommend to Congress a federally legislated, incentive-based collection allowance. That same legislation should establish the threshold of uniformity and simplification at which remote sellers can be compelled to collect.

Technology Proposals   

The proposals that rely on technology are meaningful steps toward a common ground and may very well serve as interim, even ongoing, solutions. Surely, the technology-savvy companies that drive the Internet have the ability to help create workable solutions in this area. Still, uniformity and simplification are needed for the technology to succeed.  Technology solutions should be encouraged as part of encouraging significant and rapid movement toward simpler systems with greater consistency across state lines.
Wal-Mart and IMRA support a level playing field for businesses and consumers.  We support a level playing field that ensures consumers are treated fairly no matter where they choose to shop. We are opposed to new and discriminatory taxes on the Internet itself.  We are simply talking about the fairest, most efficient way to collect existing taxes—sale and use taxes on sales of tangible personal property.
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