Fiscal Note

BILL# HB 2326 TITLE: agricultural feed sales; tax exemption
SPONSOR: Pratt STATUS: As Amended by House AWL

PREPARED BY: Henry Furtick

Description

The bill would expand transaction privilege tax (TPT) exemptions to include the sale of feed for livestock and poultry
to entities feeding their own livestock or boarding livestock non-commercially.

Estimated Impact

To the extent that TPT is currently charged on the sale of feed to those feeding their own livestock or those
boarding livestock non-commercially, this bill would result in a revenue loss. The Arizona Farm Bureau (AFB)
believes, however, that TPT has not been previously collected in these situations. If AFB is correct, the bill would
not have a fiscal impact.

The Arizona Department of Revenue (DOR) states the bill would contract the taxable base but does not have data to
estimate the bill’s impact.

Analysis

Current law provides an exemption from TPT on the sale of feed for livestock and poultry to those engaged in the
production of livestock. The bill would expand that exemption to those buying for their own livestock’s
consumption and to those engaged in non-commercial livestock boarding. The bill would additionally expand the
definition of “food product” to include livestock feed.

According to AFB, there has been a long-standing practice of producers and sellers of feed for livestock and poultry
not paying TPT on the sale of feed to those buying for their own livestock’s consumption or to those engaged in
non-commercial livestock boarding based on A.R.S. § 3-563 which exempts food products of the soil from TPT. If
AFB is correct that sellers have not collected TPT on sales to those buying for their own livestock’s consumption or
to those engaged in non-commercial livestock boarding, HB 2326 would have no fiscal impact.

Local Government Impact
The bill would also add an exemption from municipal taxes on the sale of feed for livestock and poultry to those
engaged in livestock production, those feeding their own livestock, and those boarding livestock non-commercially.

AFB could not cite any city that currently imposes such a tax. If AFB is correct, the bill would have no direct local
government impact.
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