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Senator Shaheen, and other members of the Committee, thank you for the opportunity to testify today. My name is Scott Badger and I’m an owner and VP of Sales at Lupine Pet Products, which is a pet accessory manufacturing business located in Conway, NH. We’re a small business, started in 1991, that now employs 65 people. We do all of our own production here in NH and though most of our sales are to retailers across the country, we also sell direct to consumer off our own website and through Amazon. Since the Wayfair decision, we’ve spent, literally, hundreds of hours over the past year to research and put in place the systems necessary to continue our sales, both retail and wholesale, and be tax compliant in other states. Beyond the time we’ve invested (and will now continue to invest) the financial cost will be in excess of $20,000 a year just for the annual software fees. Additionally, we’ll be paying the software/service company for every filing -- $50 each, 4 to 12 times a year, per state. In fact, in some states we'll be paying more to file than the collected taxes we're remitting! The real winners of Wayfair are the tax compliance software companies.

As problematic as the financial cost, is the more basic issue of understanding sales tax law--different in every state--sufficiently to be compliant. And not just for each state, but for every tax jurisdiction in each state. Some states have more tax jurisdictions than the rest of the world combined! Our efforts to learn were frequently frustrated by the software companies’ unwillingness to provide any tax law clarification, suggesting we should speak with a tax professional, while the tax professionals we talked with advised asking the software companies…. In the end, because of the complex and dynamic nature of the laws, not only is it simply not possible for any online seller to properly collect sales tax without the help, and cost, of sales tax compliance software, but complete compliance may not even be possible.

Further compounding the problem, is that we’ve found the software companies are as unprepared as anyone. After spending a couple months researching the available software, it then took us five months after signing on with one to get set up so that we could actually start collecting sales tax. It took so long, partly because the company was swamped with new business prompted by the Wayfair decision, but also because of conflicting answers and information we were getting from that company’s staff, not just about sales tax law, but even as to how their own systems work, due to the complexities involved.

We chose one of the most well established enterprise solutions available. Their sales team offered us software solutions to take care of our Amazon sales, direct to consumer sales off our website, and our wholesale sales to other dealers. After signing the contract, though, we discovered that the Amazon solution doesn’t exist yet, the integration for our accounting software (which would handle our wholesale sales) isn’t sufficiently developed to be useful, and there are problems with their website integration which require manual corrections. In all, most of what we thought would be taken care of automatically, we have to do manually at the cost of 15-20 hours a month. And even with all the extra effort, it’s not possible for Lupine to be fully compliant without having to subsidize at least some of the taxes that should be coming from our customers instead…

	Body pg 2: As bad as our experience has been with the vendor we chose, and though we were ready to walk away from the money (and time) we’d already spent with them, we looked extensively at every other software solution available and none appeared any more capable.

We realize that with the exponential rise in online shopping, and most states’ dependency on sales tax revenue, taxing online sales is inevitable. But the problem is that, suddenly, laws written for intra-state taxation are being applied to inter-state taxation and the resulting bureaucratic cost to any business is not only greatly out of scale to the taxes collected, but is also prohibitively expensive for small businesses.

So that online small business development isn’t significantly restricted, at least two things need to happen. First, requirements of interstate online sales taxation should be paused for a reasonable period of time while everyone; states, software providers and online sellers, have a reasonable opportunity to prepare. Second, interstate online sales taxation needs to be made far less complex and costly for an online seller to be compliant. There’s already an initiative called the Streamlined Sales Tax (SST) that 24 states have joined and which streamlines the rate structure, registration process and filings, and also puts the cost of collection software/service needed on to the states. It's only fair that states wanting to collect sales tax on online sales do so in a way, like the SST, that isn't an undue burden or cost to online sellers.

In the end, online taxation should be simplified in ways that allow businesses to take care of it without the necessity of costly software and services, like it is for in-state brick & mortar businesses. Fifty dollars probably isn’t an unreasonable filing charge, but just as it seems crazy to pay $50 (plus annual fees) to remit $39 to one state last month, it also doesn’t make sense for that state to be the one covering the service costs and pay in excess of $50 to collect $39. The two things that would allow businesses to handle collection and remittance on their own are, single rate per state (not variable by county, city, borough, or district) and common registration and filing forms.

If online sales tax collection and remittance were simplified in these ways, not only would small businesses benefit by not having to incur the very burdensome costs in time and money to be compliant, but the states would benefit as well by the increased participation of online sales tax collection.

If, though, there is no change, online small business development will be significantly restricted not just by the cost itself, but also by the advantage that the current scale of sales tax compliance cost gives large retailers.

This is a very important small business issue and I thank you for the opportunity to testify. I look forward to the questions you may have today or that may be submitted to the record.



