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Provides for the phase-in restoration of the sales tax exemption for natural gas and electricity. (7/1/05)

Current law imposes a 3.8% sales tax on electric power or energy and natural gas through June 30, 2009. After that date a
1% tax rate is imposed on these purchases.

Proposed law phases out the suspension of exemption applied to these energy sources by relieving them of 1% of tax in
FY07, 2% of tax in FY08, and 3% of tax in FY09 and subsequent periods.

Effective for all tax periods beginning on or after July 1, 2005.

EXPENDITURES  2005-06 2006-07 2007-08 2008-09 2009-10 5 -YEAR TOTAL
State Gen. Fd. $0 $0 $0 $0 $0 $0
Agy. Self-Gen. $0 $0 $0 $0 $0 $0
Ded./Other $0 $0 $0 $0 $0 $0
Federal Funds $0 $0 $0 $0 $0 $0
Local Funds $0 $0 $0 $0 $0 $0
Annual Total $0 $0 $0 $0 $0 $0
REVENUES 2005-06 2006-07 2007-08 2008-09 2009-10 5 -YEAR TOTAL
State Gen. Fd. $0 ($48,000,000) ($96,000,000) ($144,000,000) ($48,000,000) ($336,000,000)
Agy. Self-Gen. $0 $0 $0 $0 $0 $0
Ded./Other $0 $0 $0 $0 $0 $0
Federal Funds $0 $0 $0 $0 $0 $0
Local Funds $0 $0 $0 $0 $0 $0
Annual Total $0 ($48,000,000) ($96,000,000) ($144,000,000) ($48,000,000) ($336,000,000)

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

REVENUE EXPLANATION

The Department of Revenue provided gross sales reported on sales tax forms for the category nonresidential sales of
electricity, natural gas, steam, and water. This data indicated that the current 3.8% sales tax on these sales generated some
$182 million in FY04. While the category includes some sales other than electricity and natural gas, the prices of the
underlying fuels (oil and gas) necessary to generate electricity, and the market price of natural gas have risen through FY05
and are expected to stay elevated for the foreseeable future. It is likely that the sales tax revenue that would be associated
with sales of electricity and natural gas during FYO7 and subsequent periods would be greater than $182 million. Phasing out
this level of collections, as provided by the bill, generates the estimated revenue losses depicted in the table above.

Under current law, unless changed by subsequent legislation, only 1% of tax will be levied on these items in FY10 and
subsequent periods. Thus, only the tax revenue associated with amount of taxation can be lost in FY10 as a result of this bill.
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