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What is a Tax Expenditure

• Statutory provisions which reduce the amount of revenue that would otherwise 
be collected

• Done to encourage a particular activity or limit the amount of taxes collected 
from certain groups

• Examples:
• Tax credits and deductions

• Earned Income Tax Credit, Social Security deduction

• Exemptions from the tax base

• Clothing exempt from the sales tax

• JFO and Department of Taxes attempt to estimate, when possible, as many 
expenditures as possible
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This Year’s Report

• Biennial Report that was published in 2021. Next report will be 
published in 2023 per statute.

• FY18, FY19 estimates, along with FY22 projections
• FY20 actuals available for personal income taxes and property taxes.

• Reviews of tax expenditures related to housing and community 
development
• Full Reviews

• Downtown and Village Center Tax Credit program

• Clothing and Footwear sales tax exemption (slated for 2023 but done in 2021 to reserve staff 
capacity for 2023). 

• 3 Expedited Reviews
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Total Vermont Tax Expenditures - FY2019
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Personal Income Tax, 
$77.4m

Property Tax, $94.7m

Sales & Use Tax, 
$267.9m

Motor Vehicle Fuel and 
P&U Tax, $37.5m

Bank Franchise and 
Insurance Premium Tax, 

$29.1m

Meals & Rooms,
$9.2m Corporate Income Tax, 

$1.4m

FY2019 Tax Expenditures: $517.2 million
(excludes VT Standard Deduction and Personal Exemptions) 



Personal Income Tax - New and Notable

• Act 11 of 2018 tax expenditures are “fully online” and estimated
• Social Security Exemption

• Personal Exemption and Standard Deduction become Vermont tax expenditures (instead of federal 
flow-throughs)

• Charitable Tax Credit

• Capital Gains Exclusion in FY2020 was first year of $350,000 cap on 40% exclusion

• FY2020 was first year medical deduction was effective
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Personal Income Tax - FY2020
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Earned Income 
Tax Credit, 26.57 

Capital Gains 
Exclusion, 18.81 

Charitable Tax 
Credit, 9.28 

Social Security 
Exemption, 5.92 

Medical 
Deduction, 4.29 

Other, 12.95 

FY2020 Personal Income Tax Expenditures: 

$77.8 million
(note: does not contain VT Standard Deduction or Personal Exemptions)

Note: Standard Deduction estimate was $132.5 million and Personal 

Exemptions were $119.27 million
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Corporate Income Tax
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Sales and Use Tax – New and Notable

• Updated methodology on a number of estimates
• Medical Products, Clothing Exemption, Groceries

• Revised some estimates:
• Groceries in 2019 report: $117m, in this report: $89.3m

• Medical Products in 2019 report: $64.3m, in this report: $54.8m

• Added new estimate for sales by and from a 501(c)(3) organization: $15.4 million



Sales and Use Tax – FY2019
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Sales of food, 
$89.3m

Energy purchases 
for a residence, 

$39.7m
Clothing and 

footwear, $33.1m

Medical products, 
$54.8m

Agricultural inputs, 
$16.9m

All others, $34.0m

FY2019 Estimated Sales Tax Exemptions: $267.8 million



Meals and Rooms
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Property Tax – FY2019
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VT State Colleges 
and UVM, $19.7

Charitable 
Organizations, $6.7

Private Colleges, 
$18.6

Pious 
Organizations, 

$13.2

Private/Public 
Schools, $6.7

Hospitals, $15.0

TIF Districts, $5.7

Other, $9.1

FY2019 Property Tax Expenditures: $94.6 million



Bank Franchise and Insurance Premiums Tax
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Motor Vehicle Tax Expenditures
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Questions?
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