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Dear Mr Miller,

Thank you for your letter of 15 June 2001. I am very pleased to see the interest shown by your organisation in our work in the field of consumption taxation of electronic commerce and in particular your positive appreciation of the Working Party No. 9 Report and Guidelines on place of consumption.

I read with interest your comments on this report. They globally confirm the conclusion that emerged from the comments received on the occasion of the public consultation that ended on 25 May 2001. There was a large support for the analyses and conclusions developed in the report. They also supported the constructive government-private sector dialogue that the OECD has fostered.

On substance, the comments showed that the Working Party has identified the main issues in the area of e‑commerce consumption taxation and that there were no new problems or omissions. The issues identified in the Report for further work were also globally considered appropriate. On the “Place of Consumption” definition, there is a broad consensus for both business‑to‑business (B2B) and business‑to‑consumer (B2C) transactions. Nevertheless, the majority of comments draw attention to the fact that the definitions must be refined to avoid countries interpreting these inconsistently. On verification of the private customer’s residence, there is global support of the approach for identifying practical solutions in the short term. The banking sector nevertheless expressed its concerns, again, on the use of credit card indicia.

On tax collection mechanisms there was no strong opposition to the simplified registration option in the short term for B2C transactions, provided that other options be kept open and flexible. However some concerns were expressed on the potential costs of third‑party‑collection systems. On B2B transactions, although there is broad support for the reverse charge mechanism, it appears necessary to specify in more detail the conditions under which this mechanism would apply.

As you did, commentators urged governments to work further on a simple and enforceable system, within the context of evaluation of new technologies before taking any final decisions. They drew attention to the potentially negative effect that disproportionate burdens could have on e‑commerce development and supported the work on simplification issues.

In line with its working methods since Ottawa, the CFA intends to take forward this work further through its subsidiary bodies with continued input from, and closely working with business and non-member economies. In January 2001, the CFA endorsed the elements of a work programme for 2001-03 and approved proposals for a continuation and refinement of the Technical Advisory Groups (TAGs) process.

As of 1 April 2001, the following TAG arrangements operate. There are three TAGs:

· Business Profits TAG continuing to pursue the mandate of the previous TAG. 

· Consumption Tax TAG, again continued to advise and support the work on consumption tax related questions. 

· Compliance, Information and Documentation TAG, which will build upon the work of the previous Professional Data Assessment TAG and examine a broader range of tax administration issues.

These three TAGs will be supported by a smaller Technology Panel, which will provide technical advice as required/requested, either directly or by acting as an intermediary for advice from experts in the wider business and technology community.

The Consumption Tax TAG will continue its advisory work along the broad lines of its first mandate, with a focus on the following:

i) To examine and offer observations on ways to strengthen and, as necessary, adapt current consumption tax systems.
ii) To evaluate and offer observations on possible new consumption tax collection mechanisms for cross border transactions.
iii) To advise on practical administrative steps that could be considered to reduce both administrative and compliance costs while improving overall compliance.
The full mandates of these TAGs are available on our web site (http://www.oecd.org/daf/fa).

As TAGs now move to the consideration of more detailed proposals, comments will now be requested on specific papers to be released by the TAGs. These will be posted on our web site (http://www.oecd.org/daf/fa) which will be entirely revised as of 31 July 2001 to keep you better informed of our work. We encourage you to refer to that web site for further information on this and other work from the OECD Committee on Fiscal Affairs.


Thanking you again for your interest in our work.

	Jeffrey Owens,

Head of Centre
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