STATEMENT OF Matthew Nemerson, CTC

Regarding House Bill No, 6624
An Act Concerning the collection and remittance of the sales tax by remote sellers
March 28, 2011

During this hearing you will hear many reasons why the collection of state sales taxes under the
proposed 6624 is not a good idea because it will serve to seriously harm both large companies such as
our own Internet mega-success story Prioceline.com and hundreds of smaller trave! agents that do
business in every part of our state. You will also hear that this bill could cause seriously problems for
our hotels and tourist sites that are fighting back to health after a number of poor seasons.

I think these arguments have merit and [ am in fact here to speak against this bill.

But | actually have a different point of view about ultimately why we must not pass this bill this year.
My belief as a representative of the Internet industry and many companies doing business in that area,
that we are have not adequately thought through the consequences of the new economy of Internet
sales, especially as they impact state and local business and economies.

I think we all marve! at the convenience and power of doing business for our personal needs from a
platform that can bring us options and price competition from around the world, We all benefit from
this and many great companies and jobs have been created from this power and dynamic ability of
compare and arrogate at a scale, speed and power that was unimaginable just 15 years ago.

Clearly you will hear all of the reasons that this great service — which itself operates at very narrow
margins of profitability — might be seriously compromised by the new burden of collecting the sales
taxes targeted by it.

Clearly no industry wants to be responsible for collecting and remitting to the state taxes that it has
not heretofore had to collect. And once customers have grown accustomed to the value of not paying
those taxes they will rebel if confronted by them in one particular instance — hotels in Connecticut —
but not in another — hotels somewhere else.

But frankly, that is not a good reason to not pass this bill. But here are a few.

We know that this state and in fact every state but North Dakota had a deficit last year and one
projected for this year. We must begin to look at the entire system of tax collect and the role that the
Internet is inadvertently playing in this growing problem.

This bill points out the complexity — and the need to carefully study what we need to do to be fair.
Fair to stores here and fair to internet businesses, Fair to travel agents who are really selling services
and not rooms and fair to hotels who actually are paying sales taxes on their rooms part who are also
aggressively trying to find markets for their rooms up until the last minute since they have a wasting
asset that is worthless every night at 6 PM if it is not sold by then.

We must solve the problems of states and their need for tax revenues, but we cannot cripple
companies by asking them to monitor and then send payments to thousands upon thousands of
jurisdictions. If Connecticut were to give towns the rights to charge a small amount of hotel taxes we
could see theoretically 170 tax entities here alone with literally millions of possible of combinations
over a two week vacation for a hotel broker.
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But we do have to think this very complicated problem through so that Connecticut does not harm a
key industry but also so that it collects the taxes it must have to run the state.

It is time to study this issue with all of the key industry players from all of the businesses that benefit
from the power of the Internet. We know that the law says a company must have a location in a state
in order to be required to collect taxes. But we also know that if the public and political leaders do not
feel that a situation is fair they will change the law or challenge the Supreme Court with new
interpretations.

We should have a study to find a fair way for Connecticut to be an example to other states on this
complicated and vexing issue.

Until then we ought not to punish the hotel and travel agent business for using the tools and power the
Internets has made available to them.

What we should do is convene a meeting of the technology community, the legislature, the revenue
agents of the state and national policy experts. We also should encourage other states in the region to
join with us so that we do not get info tax policy wars with our neighbors. A national policy may be
too much to ask for, but at least the Northeast should figure out how to balance raising revenues and
protecting the new economy aspects of our core clusters.

Thank you.



