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Fiscal Note

The bill reduces the current statewide 4% sales tax rate to 3.1%.

Contingent upon adoption of the Constitutional amendment in HB 81 of this session which repeals the prohibition of state
sales taxation of food for home preparation and consumption, residential utilities, and prescription drugs.

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

Based on FY15 actual sales tax collections, the tax rate reduction in the bill by itself applied to the traditional sales tax base
would reduce state revenue collections by nearly $696 million on a full year basis. However, this bill is contingent upon
adoption of HB 81 which potentially expands the sales tax base. In addition, HB 114 is also contingent upon HB 81 and
statutory expansion of the sales tax base to include food for home preparation and consumption and prescription drugs (but
not residential utilities) in HB 125. These items would be subject to tax at the 3.1% in this bill, generating some $564
million.

The net effect of the three bills HB 81, HB 125, and this bill HB 114 is a loss of state revenue of some $132 million on a full
year basis. Approximately half of that amount would lost in FY17, with a full amount lost in FY18 and each year beyond.
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EXPENDITURE EXPLANATION

Provides relative to the state sales and use tax (Item #30)
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John D. Carpenter
Legislative Fiscal Officer

Dual Referral Rules Senate 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}


