
NextSource Update – Sales Tax

• Connecticut

• Iowa

• New Mexico

• South Dakota

• Pennsylvania

• Washington, DC

• Starting with 12/4/2024 invoice cycle
• PA and DC tax is 6% on the bill rate 

per hour
• Some counties have an additional 1-

2% tax

Presenter Notes
Presentation Notes
One of the many reasons why LSU moved to an employer of record is all of the compliance laws specific to individual states and sometimes even counties. Well as part of  the routine compliance maintenance, nextSource conducted an audit for tax exemptions. And they found that LSU did not hold tax exemption status in several states. 

Accounting Services submitted applications and paperwork to seek tax exemption and we got some approved but we were denied in two places: Pennsylvania and Washington, DC.

This sales tax will start being applied with the December 4th billing cycle. So even if retroactive time is submitted sales tax will be applied. 

Emails were sent out to Managers and Cost Center Managers at the end of October.



State Sales Tax

• Pay Rate: $20
• Mark Up: 22%
• Bill Rate: $24.40
• Hours: 10
• Tax Rate Percentage: 6%
• Invoice: $24.40 x 10 x 6% = $258.64

Presenter Notes
Presentation Notes
The sales tax is calculated at the time of the invoice transaction and based off the bill rate, not pay rate. The formula is Bill Rate x Hours x Tax Rate %.

the taxes will be allocated to a new spend category, so activity would look like the following
The invoice has the fee, compensation, and taxes all separated as well.
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