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Current law authorizes municipalities to pay compensation to their sales tax dealers in any amounts designated by the
governing body of the municipality.

Proposed law provides dealers compensation at a rate specified by local ordinance for all local taxing authorities on the
amount of local sales tax due in the form of a deduction, provided the amount due was not delinquent at the time of
payment. Taxes already paid to a wholesaler are not eligible for the deduction. The Uniform Local Sales Tax Board and the
Remote Sellers Commission are mandated to include the vendor’s compensation deduction at the rate set by local ordinance
in the respective remittance systems. Effective July 1, 2025 and applicable to tax periods on or after July 1, 2025.

There is no anticipated direct material effect on state governmental expenditures as a result of this measure. Local taxing
authorities, the Uniform Local Sales Tax Board (ULSTB), and Remote Sellers Commission should be able to accomplish the
reinstatement of vendor’s compensation back into the returns and remittance systems with minimal costs.

The bill is anticipated to reduce aggregate local tax revenues by tens of millions of dollars beginning in FY26. The exact
revenue impact of the bill depends upon the rates set by each local taxing authority through local ordinance applied to
taxable sales.

Act 11 of the 2024 ES repealed provisions of law related to the ability of local taxing authorities to provide vendor’s
compensation for the timely filing and payment of local sales taxes, except for municipalities. The bill authorizes all local
taxing authorities to each designate their own rate of vendor’s compensation. ULSTB and the Remote Sellers Commission
are mandated to implement the local designated rates into their respective remittance systems.
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