State of Georpia
vt I, Gral
Peomnsma - JBepartment of Revenue

SHuite 15300
1800 Eentury MWoulebard
Atlants, Geovgln 30345
(404) 417-2100

NOTICE
Number ST-2008-1

RE: Adoption of new Rule 560-12-2-.114 “Water Efficient Products Sales Tax Holiday.”

TO ALL INTERESTED PERSONS AND PARTIES:

In compliance with O.C.G.A. § 50-13-4, the Georgia Department of Revenue gives notice that it
proposes to amend Chapter 560-12-2 of the Rules and Regulations of the State of Georgia by
adopting new Rule 560-12-2-.114, entitled “Water Efficient Products Sales Tax Holiday.”
Attached with this notice are an exact copy and synopsis of the proposed Rule. The proposed

. Rule is being adopted undey the authority of 0.C.G.A. §§ 48-2-12 and 48-8-3(82).

The Department of Revenue shall consider the adoption of the above referenced Rule at 10:00
a.m. on August 13, 2008 in Suite 15200 of the Department’s headquarters at 1800 Century Blvd.,
NE Aflanta, GA 30345-3205.

The Department must receive all comments regarding the above-referenced proposed Rule from
interested persons and parties no later than 10:00 am. August 13, 2008. Written comxments must
be sent to: Commissioner, Georgia Department of Revenue, 1800 Century Blvd., NE, Suite
15300, Atlanta, GA  30345-3205. Electronic comments must be sent to
regcomments(@dor.ga.gov. Facsimile comments must be sent to (404) 417-2293. Please
reference “Notice Number ST-2008-1” on all comments.

D.ated: %ﬁdy , 2008
a7, M

Bart L,Grafiam
Commissioner
Georgia Department of Revenue

En Equal Gpportunity Empleyer




SYNOPSIS

GEORGIA DEPARTMENT OF REVENUE
SALES AND USE TAX DIVISION

CHAPTER 560-12-2
SUBSTANTIVE RULES AND REGULATIONS

560-12-2-.114 “Water Efficient Products Sales Tax Holiday”

The purpose of proposed rule 560-12-2-.114 is fo provide guidance regarding the
administration of O.C.G.A. § 48-8-3(82), which provides for an exemption from state and
local Georgia sales and use tax on the purchase of certain water efficient products.

Subparagraph (1) of the proposed rule explains the rule’s purpose.

Subparagraph (2) of the proposed rule provides for definitions of the terms exemption'
period” and “water efficient product.” ‘

‘Subparagraph (3) of the proposed rule pfovides that the exemption applies to both

Georgia state and local sales and use tax. It also specifies the type of products that will
be eligible for the exemption. ' .

Subparagraph (4) of the proposed rule lists general exclusions from the exemptlon

Subparagraph (5) of the proposed rule prowdes examples of the apphcanon of the
exemption.

Subparagraph (6) of the proposed rule prov1des general rules and examples for certain
specific transactions, including: buy one get one free; discounts, coupons, and rebates;
exchanges; gift certificates and gift cards; layaways, mail, telephone, email, and Internet
sales; out of stock sales; rain checks; services that are part of the sale; and preorder sales.

Subparagraph (7) of the proposed rule provides record keeping requirements for a deeler

that makes sales of products eligible for the exemption.

Subparagraph (8) of the proposed rule prowdes guldance on. refunds for the puwhase of
products ellglble for the exemption,

Subparagraph (9) of the proposed rule relates to reporting requxrements for sales of water
efficient products during the exemption period.




Substantive Rules arid Regulations Chapter 560-12-2

RULES
OF
DEPARTMENT OF REVENUE
SALES AND USE TAX DIVISION

CHAPTER 560-12-2
SUBSTANTIVE RULES AND REGULATIONS

z.'f

560-12-2-.114. Water Efficient Products Sales Tax H‘ohday

b

(1) Purpose. The purpose of this Rule is to provid gu_ld cé
regarding the sale of water efﬁclent products exe 'pt ﬁ;om Georgm

: exceedmg such agericy’s water saving efficiency
requireriéits or which has been designated as meetmg or
exceedmg Such requirements under such agency’s Water Sense
program. Quahfymg products must have a sales price of $1500 or
less per product. Further, products must be purchased for
noncommercial home or personal use. Products designated by the
EPA 'as meeting or exceeding their requirements under the
agency’s Water Sense Program should have a Water Sense fabel
affixed to the product or product packaging.

(3) The exemption for water efficient products applies to Georgia
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state and local sales and use tax. Water efficient products eligible
for exemption include only those products specifically listed in
subparagraph (3)(a} of this Rule.

(a) The water efficient products eligible for the exemption are as
follows: Bathroom sink faucets and faucet accessories (such as
aerators), showerheads, high-efficiency toilets, high-efficiency
urinals, and weather or sensor-based 1rr1gat10n controllers

‘Water Sense label

(4) General Exemption Exclusione.

{a) The aﬁir)]ication of the exemption to water efficient i)roducts
during the exemption period is illustrated by the following
examples:

1. A customer purchases an irrigation controller from a retail
dealer. The controller carries the Water Sense label and has a sales
price of $1,550.00. The purchase does not qualify for the -
exemption because the product’s sales price exceeds $1 500 00.
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2.-A.customer purchases a toilet for $800.00 and a urinal for
$750.00 in a single transaction. Both products carry the Water
Sense label. Both products qualify for the exemption since the
sales price of each water efficient product is equal to or less than
$1,500.00.

3. A contractor enters into a contract to furnish and mstall atoilet
for a customer for a total contract price of $1,000.00+Fh, - contract
separately states charges for the toilet and installation gerviges,
wzth $800 00 ShOWn for the toﬂet and $200.00 shownfor ;

contractor is not a retail dealer. Instead, the, coi’ v
to be the consumer of the tangible personal

ag ome 1mprovement store. The
{B8the products at the time of purchase
1&gl préperty construction contract with
fent store Thé,faucet and showerheads carry
he: faucet and showerheads qualify for the

0 or]lsss thar_1-$1 500.00 dnd the customer took possession of
the pf ugts at the time of purchase and did not enter into areal

(6) Transaction Rules.

{a) “Buy one, get one free” and othér similar offers. If a dealer
offers “buy one, get one free” or “two for the price of one” on

" water efficient products, the purchase will qualify for the

exemption when all other conditions of the exemption are met.
However, if a dealer offers a “buy one, get one for a reduced price”
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or “buy one product, get another product for a reduced price,” the
two prices cannot be averaged to qualify both products for the

exemption. The following examples illnstrate the application of the
Rule to the exemption:

1. A dealer offers “buy one, get one free” on bathroom faucets
that carry the Water Sense label. The first faucet has a sale price of
$135.00 and the second faucet is free. Both faucets qualify for the
exemption becanse the price does not exceed the $1,560.00
exemption limitation. »

2. An irrigation controller i purchased for $1, 60Q Q0iand 2™
second irrigation controller is purchased for half p iice {
a single transaction. Both products carry the‘Wat '

following examples*

t-(-v

1. D1scounts ‘t"hat are offered by dealers at the time of sale and
takeftby e.customer at the time of sale affect the sales price of

T

the pio; c‘t For example, if a dealer sells a toilet, which: carrics the

Water ¢ label and has a sales price of $1,600.00, and offers to
discount -.Iiroduct 10 percent at the time of sale, the exemption
apphes becanse the actual sales: price of the t01let is $1,440.00.

- 2 Store coupons offered by a dealer and used at the time of sale

10 reduce the sales price of a product do affect the sales price of the
product for purposes of determining whether the product quahfies
for the exemption. For example, if a dealer offers a store coupon in
the amount of $100.00 for an eligible $1600.00 bathroom faucet,
the exemiption applies to the purchase because the dealer's actual
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sales price to the customer is $1,500.00.

3. Manufacturers' coupons used to pay for products do not affect
the sales price of the products for purposes of determining whether
the product qualifies for the exemption. For example, if a customer
gives the dealer a manufacturer's coupon for $100.00 for an
1rr1gat10n controller, which carries the Water Sense label and has a
sales price of $1,600.00, the exemption does not apply. The sales
price did dot change; the dealer will ultimately receivéithe full
sales price because the manufacturer will remit payment
$100.00 and the customer will remit payment in the
$1,500.00.

rebate does not affect the sales price of afi:'\

example, a toilet that carries the Water_ Sé:
$1,600.00. There is a manufacturer’s f‘é‘bate‘for $100 00. The

ha dlffer'ent size, color, or other feature. No additional
ven though the exchange is made after the exemption

2. A customer purchases a water efficient product during the
exemption period, After the exemption period has ended, the
customer returns the product and receives credit on the purchase of
a different product. Georgia state and local sales tax is due on the
total sales price of the newly purchased product.

3. A customer returns a water efficient product during the -
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exemption period that was purchased prior to the exemption period
for the purpose of obtaining a refund or adjustment of the
previously collected sales tax. No refund or adjustment of sales tax
on such transactions is allowed because the fax was due on. the
product at the time of purchase.

(d) Gift certificates and gift cards. Water efficient products
purchased during the exemption period using a gift certificate or
gift card will qualify for the exemption from sales tax¥tegardless
of when the gift certificate or gift card was purchased. Wéte;l
efficient products purchased afier the exemption perlq,d usmg asgitt
certificate or gift card are taxable even if the glﬁ qemﬁbate or gtft 7
card was purchased during the exemption peri i !A? g@'&eﬁt:ﬁcate
or gift card caunot be used to reduce the sellingp 'cgﬂg_’f a water
efficient product in order to qualify the PRt 7 e exemption.

(e) Layaways. A Iayaway sale is & A ‘ctlen m Whlch
merchandise is set aside for futur dehvery to & customer who
makes a depos1t agrees to payithe balange ¢ of the sales price over a,

i ive ‘ﬂ‘le migrchandise when the full balance
s of this exemption, a water efficient
; Thg &€ "f,i'tlon when a customer remits
final payment of any outstandmg”balance and takes delivery of the
merchandise d,,uﬁng the: e.xemptlon period. The application of the
exempuon“tofg '1ayaway "of a water efficient product purchased
durmg the qxemptwn period is 111ustrated by the follomg

6 head with a sales price of $750.00 is placed on
layaway durmg the éxemption period. The showerhead carries the
Water Sense label, The customer retrieves the showerhead and
makes final payment after the exemption penod The exempnon
does. not apply.

3. A urinal with a sales price of $1,100.00 is placed on layaway
before the exemption period. The urinal carries the Water Sense
label. The customer makes the final payment and retrieves the
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urinal out of layaway during the exemption period. The exemption
applies because the customer made the final payment and retrieved
the u.rmal from layaway during the exemptxon period.

(f) Mail, telephone e-mail, and Internet sales. The sale of a water
efficient product may qualify for exemption when sold through the
mail, telephone, e-mail, or Internet if:

1. The water efficient product is both paid for and défi ered to the
customer during the exemption period; or

immediate. shipment, even if delivery is maglg aftgr
period. An order is deemed to be for 1mmed1 e sh1pment when the

an “order number” to a te ‘hone;»:@maﬂ or Internet order. If the.
dealer delays shlpment of a der\fﬁecause ofa backiog, or

theawater Bff” c1ent product and the dealer accépts the order
exemptlon period will be eligible for the exemption,
even if d wery is made after the exemption period.

() Rain Ehecks. Water efficient produets purchased during the
exemption period using a previously issued rain check will qualify
for the exemption, However, a'rain check that is issued during the
exemption period will not qualify an otherwise eligible water

efficient product for the exemptlon if purchased after the

exemption period.

(1) Cliarges fb_r services that are part of a_éale. Charges for
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services that are a partof a retail sale of a water efficient product
are included, in certain instances, when determining the sales price
of a water efficient product: The following exampies illustrate the
application of the Rule to the exemption:

1. Installation Charges. A toilet, which carries the Water Sense
label, is purchased from a dealer for $1,495.00 and a $75.00 charge
is made for installation services at the time of sale. The $75.00
charge for installation serv1ces is separately stated on'tfig seller’ s

the installation services were not separately staté _ #0 )
invoice, the purchase does not qualify for the exi
Georgia state and local tax is due based IL
$1,570.00.

\ ._es,taxablhty of the product
lude both exempt and taxable

Water Sense labg] i i, purchased orv.'$ 1,499. 00 with a dellvery or
i of $50 @9:"51“ he plirchase qualifies for the

L P
exempt the dehvery or shlppmg charges are also exempt. An
n'rlgatlon Son troller carrying the Water Sense label and a kitchen
faucet are p Fchased for $1,100.00 and $900.00 respectively, with
a shipping or delivery charge of $75. 00. Since one of the products
(the irrigation controller) qualifies for the exempt:on the shipping
or delivery charge will not be taxable. -

3. Optional Maintenance Contracts and Warranties. The taxation
of any charges for optional maintenance contracts or warranties
will depend upon the taxability of the product being sold. For
example: a costomer purchases an irrigation controller carrying
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the Water Sense label for $1,495.00 and an optional maintenance
coniract or extended warranty for $50.00. The items are purchased
together and the charges are separately stated on the sellet's
invoice. The purchase qualifies for the exemption because the sales
price of the irrigation controller is less than $1,500.00 because the
amount charged for the optional maintenance contract or warranty
was separately stated on the seller's invoice. However, if the
charge for an optional maintenance contract or watranty is not-
separately stated on the seller's invoice, the purchasefdoes not -
qualify for the exemption because the combined sales
$1,545.00 exceeds $1,500.00.

(j) Preorder sales. The preorder of a water eﬂic
qualifies for the exemption if final paymentx,oca
exemption period. i

-&-
1dent1fy the type of produc} éold, the date on which the product
i lproducts and any sales tax charged.

) I¢ fitax nIay ‘e given unless the customer prowdes a
ipt; Eller's ifivoice showing tax was paJd or the dealer has
nt:documentation to show that sales tax was paid on the
specific product

(9) Reporting Exempt Sales. No special réporting procedures are
necessary to report exempt sales on qualified products made during
the exemption period. Exempt sales are to be reported in Part C of
the Return (Form ST-3) on Line A and the applicable Local Taxes
Line or on Line 2 of the EZ Return (Form ST-3EZ). Taxable sales
and exempt transactions should be reported as currently required
by law. -
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Authority 0.C.G.A. §§ 48-2'12 and 48-8-3(82).




