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May 7, 2010
Colorado Tax Law Litigation – Conference Call Update
On Wednesday May 12th DMA will host an open conference call providing an update on the Colorado Tax Law Litigation. To participate in this free call you can register by clicking here.
DMA is taking the lead in opposition of a new tax reporting law in Colorado (House Bill 1193). This bill targets direct marketers and is meant to be so onerous that your businesses concedes to collect tax in Colorado. If this bill stands in Colorado it will surely be picked up by other states in an effort to close their budget deficits on the backs of our businesses and by interfering with your customer relationships and the level of loyalty that you have worked years to develop. The reporting law requires non sales tax collecting out-of-state marketers to abide by three key requirements:

· Notify Colorado purchasers with every purchase that sales or use taxes are owed by the purchaser

· Provide the purchaser via 1st class mail with a year end summary of the purchases he/she made on which sales taxes were not collected

· Provide the Colorado Department of Revenue an annual report on the total amount of all the purchaser's purchases on which sales tax was not collected

DMA and its members believe that a DMA suit against the state of Colorado in Federal Court is the next reasonable course of action.  DMA will act as the plaintiff so that no one business has to feel the brunt of any recourse from the Colorado Department of Revenue. It is important to begin this process quickly since Tennessee and California are considering similar legislation and others will soon follow.

To quantify the impact of just the second requirement – Based on the population of Colorado, a company with a 12 month buyer file of 500,000 would have to mail approximately 8,000 first class letters each year at an estimated cost of $0.50 each or a total of $4,000 a year. If in addition, just the state of California were to adopt this as law the costs would climb to in excess of $30,000 per year. This does not attempt to factor in the loss of business resulting from customers declining to shop out of concern for loss of privacy due to the third requirement of reporting their purchases to the state.

For the past 18 years the 1992 Supreme Court decision, Quill vs North Dakota, has protected out-of-state online retailers from having to collect state and local sales taxes. DMA was extremely influential in the outcome of this case and that influence was made possible by the support of its membership.

To learn more about this issue and to participate in the Wednesday May 12 free conference call, please register by clicking here.
Sincerely, 
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Neil C. O’Keefe

Vice President, Multichannel Segments
Direct Marketing Association
nokeefe@the-dma.org
