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ELIMINATE TARGETED SALES TAX EXEMPTIONS IN THE 

ENERGY SECTOR 
 

PROBLEM 
Counties rely on local sales tax revenues to offset property taxes, support the delivery of local 
discretionary services and pay for state mandated programs. For more than half of the counties, 
sales tax is their number one revenue source. Most counties share sales tax revenues with towns, 
villages, cities and school districts: in fact, 25 percent of county sales tax collected is shared in 
this way. Over the years, the State has exempted certain goods and services from sales tax. 
Today, according to data from the NYS Department of Taxation and Finance, there are 84 sales 
tax exemption categories (some with multiple exemptions each), impacting 103 parts of the tax 
code. These exemptions reduce available sales tax revenues by hundreds of millions of dollars 
annually and shift a higher burden onto individuals and industries not provided the same 
exemption. Some of these exemptions favor different businesses competing in the same 
industry, creating an unfair marketplace.     
 

2018-19 EXECUTIVE BUDGET PROPOSAL 
The Governor’s budget proposes to eliminate the sales tax exemption provided to energy service 
companies (ESCOs). According to the Governor, this sales tax exemption was enacted in the 
1990’s to encourage consumers to purchase gas and electricity from third-party energy service 
companies. The Governor believes this industry has matured to the point where this incentive is 
no longer needed and it contributes to an unlevel playing field within the energy industry and 
among purchasers of energy. The Governor estimates that repealing this exemption will increase 
sales tax revenues by $128 million annually for the State and by $80 million annually for 
counties upon full implementation. 
 

COUNTY RECOMMENDATION 
Counties urge the Legislature to support the elimination of this sales tax exemption. Counties 

also recommend that all sales and property tax exemptions be revisited by the Legislature to 

determine if their original purpose has been accomplished and whether they should continue. 

Each sales tax exemption puts more pressure on property taxes and generally shifts the tax 

burden from a special interest group to a non-favored taxpayer or business, and can create 

unfair competition in some marketplaces.  

 

For more information on the county position regarding this issue, visit www.nysac.org or call  

518-465-1473 to speak to Dave Lucas, NYSAC Director of Finance and Intergovernmental Affairs. 


