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Current law allows dealer collecting sales tax on behalf of the state to retain 0.935% of taxes collected as compensation for
timely remittance.  There is no limit to th total amount of vendor compensation that may be received.

Proposed law retains current law but caps the annual vendor compensation payment at $5,000 per year per dealer with one
or more business locations in the state. The bill is effective on April 1, 2016.

The Department of Revenue indicates that implementation costs could be significant but will be absorbed in the current
budget. The Office of Motor Vehicles also indicates significant costs will be involved given the structure of the current system.

According to the Department of Revenue, in FY15, 637 corporate entities acted as dealers on behalf of the state and retained
more than $5,000 in vendor compensation. The total amount of vendor compensation less $5,000 for each of these vendors
was about $10.7M, which is the estimated increase in net sales tax receipts as a result of this bill. The bill is effective April 1, 
2016, allowing 3 months of increased receipts in FY 16, estimated at $2.7M.

A vendor’s compensation payment of $5,000 is associated with about $13.4M in annual sales and $532,000 in sales tax
remittances. In interpreting this bill, the Department allowed one vendor compensation payment of $5,000 per corporate
entity, not per location.

Vendor compensation analysis has typically not included motor vehicle sales tax. Total vendor compensation for vehicle
dealers under current law would be approximately $2 million per year. To the extent the cap imposed by this bill is applied to
vehicles dealers, some additional net revenue gain to the state would occur. 

The bill as written appears to exclude remote sellers collecting on behalf of the state from any vendor compensation
payment. This appears to be unintended, and the fiscal note does not include a value for this component.
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Provides for the amount of dealer's compensation for the collection and remittance of state sales and use taxes (Item #21)
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OR +$10,700,000 GF RV See Note Page 1 of 1
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