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Fiscal Estimate Narratives
DOR 2/9/2012

LRB Number 11-3624/1 [ntroduction Number AB-0519 |Estimate Type  Original

Description
A sales and use tax exemption for tangible personal property and taxable services sold in March 2012

Assumptions Used in Arriving at Fiscal Estimate

Under current law, sales and use taxes are imposed on the sale of tangible personal property, digital goods,
and certain services. In FY2011, sales and use tax collections totaled $4.109 bitlion.

The bill provides a sales and use tax exemption for all tangible personal property and taxable services sold
during March of 2012. The exemption does not apply to county or stadium district sales and use taxes.

State sales and use tax collections on sales that occurred during March of 2011 are estimated at $329.8
million. State sales and use tax collections are expected to increase 3.43% from FY2011 to FY2012.
Assuming sales and use taxes attributable to March 2011 grow at the same rate, March 2012 sales and use
taxes are estimated at $341.1 million. Assuming no behavioral changes occur, sales and use tax revenues
are estimated decrease by a minimum of $341.1 million in FY2012 under the bill.

While certain taxable expenditures cannot be shifted, individuals and businesses looking to make purchases
of vehicles, large appliances, and business equipment may shift their purchases into March 2012 to take
advantage of the sales tax exemption. Based on sales tax return information, approximately 25% of taxable
sales pertain to expenditures that are difficuit to shift into a specific timeframe. These sales include
telecommunications services, dining, accommodations, utilities, and admissions to events (arts, sports,
cultural). Assuming that consumers shift 50% of remaining taxable expenditures (effectively 37.5% of
taxable sales) from February and April into March, it is estimated that state sales and use tax revenues
would decrease by $568.2 million in FY12.

Depending on the extent to which individuals and business shift their expenditures to take advantage of the

proposed temporary sales and use tax exemption, it is estimated that the state sales and use revenues
would decrease under the bill by $341.1 million to $568.2 million or more in FY2012.

Long-Range Fiscal Implications
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annualized fiscal effect):
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