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Present law subjects purchases of taxable goods and services to a a combined sales and use tax rate of 4.45% via four
major levies. Present law provides exemptions from three of the four major levies for certain nonresidential utilities,
resulting in a 2% tax rate on these purchases until June 30, 2025.

Proposed law defines eligible commercial farmers and agricultural manufacturers, and creates a temporary exemption from
all sales and use tax levies for purchases of utilities by these entities. Proposed law provides that the exemption is effective
from November 1, 2020 through June 30, 2021, and that the Secretary of the Department of Revenue (LDR) may
promulgate rules and regulations necessary for implementation.

Effective upon governor’s signature.

The Revenue Department indicates IT staff time costs of some $25,000 to make and test modifications to the sales tax
system.

Proposed law exempts purchases of nonresidential utilities, made during the final eight months of FY21 by commercial farms
and agricultural manufacturers, from the 2% sales tax rate provided in current law.

An estimated revenue impact is generated utilizing historical consumption of nonresidential utilities and intermediate use
data from the Bureau of Economic Analysis, as actual transactions data detailing these purchases is not available. These data
produce an estimated partial-year revenue impact of approximately $3.2 million over the remainder of FY21.

REVENUE EXPLANATION

EXPENDITURE EXPLANATION

Exempts purchases of utilities by commercial farmers and agricultural manufacturers impacted by a declared state of
emergency or disaster from state sales and use tax. (gov sig) (Item #26)

TAX EXEMPTIONS
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OR -$3,200,000 GF RV See Note Page 1 of 1
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Dual Referral RulesSenate House

13.5.1 >= $100,000 Annual Fiscal Cost {S & H} 6.8(F)(1) >= $100,000 SGF Fiscal Cost {H & S}

13.5.2 >= $500,000 Annual Tax or Fee
                Change {S & H}

6.8(G) >= $500,000 Tax or Fee Increase
                or a Net Fee Decrease {S}
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