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Current law partially suspends the state sales and use tax exemption for sales and purchases of medical devices, and
imposes a 3% state sales and use tax rate until July 1, 2018, at which time these transactions will become fully exempt.

Proposed law exempts these transactions from the combined 3% rate of tax for FY18. 

Effective upon governor’s signature.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

Current law partially exempts sales of medical devices used by patients under the supervision of a physician from state sales
and use tax, resulting in a 3% tax rate levied on these transactions in FY18. In FY19, current law provides that these
transactions will be taxed at 0%. Proposed law fully exempts these transactions for FY18, one year earlier.

Based on the current partial exemption of medical devices (2% exempted of the combined 5% rate), affected transactions in
the current fiscal year (FY17) will result in approximately $10.9 million of state sales tax loss at the 2% exemption. This
implies a $16.4M revenue loss due to proposed law in FY18. Proposed law would cause no revenue impacts in any years 
following.

However, LDR reports that taxes being reported have largely been filed under protest, and accordingly placed in escrow.
These amounts are not considered within the current baseline revenue collections supporting state government expenditures.
The Dept also indicates that more tax is being protested and escrowed than is consistent with sales tax return filings. A Dept
review of the larger filers indicated that some are not correctly using the return’s code system to report medical device
transactions and some are not protesting the tax. Thus, the total amount of affected transactions appears to be larger than
what the return code system suggests, and some tax payments are not being protested and are not being escrowed. The bill 
then results in some unknown amount of actual current baseline revenue loss in FY18, that is currently expected to be
available to support state government expenditures. 

REVENUE EXPLANATION

EXPENDITURE EXPLANATION

Exempts sales and purchases of medical devices used by patients under the supervision of a physician from state sales and
use tax.
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