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FYI Sales 77
Sales and Use Tax Exemption on Agricultural Compounds
Effective July 1, 1999 all sales and purchases of agricultural compounds that are consumed by, administered to, or
otherwise used in caring for livestock are exempt from Colorado state sales and use tax, state-collected local sales and
use tax, and any special district sales and use tax. This exemption also applies to all sales and purchases of semen for
agricultural or ranching purposes. [39-26-716 (2)(d), C.R.S.]
Effective July 1, 2012 sales of agricultural compounds and spray adjuvants to be consumed by, administered
to or otherwise used in caring for livestock and sales of semen for agricultural or ranching purposes are
considered wholesale sales and are not subject to state or state collected local sales or use taxes.
“Agricultural compounds” means:
 Insecticides, fungicides, growth-regulating chemicals, enhancing compounds, vaccines, and hormones;
 Drugs, whether dispensed in accordance with a prescription or not, that are used for the prevention or treatment of
disease or injury in livestock; and
 Animal pharmaceuticals that have been approved by the Food and Drug Administration.
 The exemption for these compounds only applies to using the compounds in caring for livestock. Any of these
compounds may be taxable when used in agriculture, unless exempted under another specific provision.
“Spray adjuvants” means products that are used to increase the effectiveness of a pesticide.
Home-rule/self-administered cities enact their own sales tax ordinances and collect their own taxes. Contact these cities
directly for rules regarding sales taxes. For a list of home-rule cities, see Colorado Sales/Use Taxes (DR 1002).
However, from March 1, 2010 to June 30, 2011 sales, purchases, storage, or use of agricultural compounds consumed
by, administered to, or otherwise used for caring for livestock and sales, purchases, storage or use of semen for
agricultural or ranching purposed were not exempt from state sales/use tax for the period listed above.
If agricultural compounds are purchased by the consumer between March 1, 2010 and June 30, 2011 and didn’t include
the sales tax, the consumer must file a Consumer Use Tax Return (DR 0252) and report and pay the tax or if a
Colorado consumer purchases agricultural compounds or pesticides in a state that does not tax these items and uses
the items in Colorado, that consumer is also responsible for remitted use tax on those items.
Items that were not exempt between March 1, 2010 and June 30, 2011 include:
 Supplemental feedstuff and additives (except that additives mixed by a manufacturer or feedlot that produces feed
are not taxable)
 Individual feed components not included in feed for livestock
 Insecticides, fungicides, growth regulated chemicals, enhancing compounds, non-prescription vaccines, and nonprescription hormones
 Germicides
 Herbicides
 Pesticides
 Soil, sand, peat moss, limestone, mulches, manure and similar materials primarily used to condition the soil or to
preserve or facilitate plant growth
 Non-prescription drugs that are used for the prevention or treatment of disease or injury of livestock
 Non-prescription FDA approved Animal pharmaceuticals
Items that remained exempt include:
 Drugs prescribed by a veterinarian
 Feed for livestock
 Seeds
 Orchard trees
 Straw and bedding used in the care of livestock or poultry
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Farm equipment
Dairy equipment
Fertilizer used to grow agricultural commodities. (Fertilizer includes compounds of nitrogen, phosphorus, potassium,
trace elements or similar materials or substances which provide essential plant food elements and which become
ingredients of the growing plant.)

COMMON QUESTIONS
Question: The context for HB 1195 for veterinary medicine is agricultural compounds and pesticides used in caring for
livestock. Are any small animal items subject to sales tax? What about a non-prescription drug that may be used for livestock
and companion animals?
Answer: Unless the items or drugs are prescribed by a veterinarian, they are subject to tax. That is the case no matter if the
animals being treated are household pets or farm livestock.
Question: When a taxable item is being used in treatment, is the tax on the number of units used or the complete bottle?
Answer: This depends on how the bottle was acquired and subsequently used. One example offered involved a veterinarian
in the field who uses 20ccs of penicillin out of a 500cc bottle. If the veterinarian purchased the bottle without tax as a purchase
for resale then invoiced his customer for the 20cc’s, he would be responsible for charging and collecting sales tax on the
invoiced amount (sale) to the customer. However, if rather than selling the 20cc’s, the veterinarian includes the penicillin in his
bill for services rendered (without a specific charge for the penicillin) then the veterinarian is considered the user of the drug
and is responsible for remitting Colorado use tax on the value of the 20cc’s. A more practical solution would be for the
veterinarian to pay sales tax to his or her distributor at the time of the purchase of the bottle. The veterinarian would then be
able to mete out the product as needed as part of his services without additional tax.
Question: Are items with horses that are pleasure animals opposed to agricultural animals taxable?
Answer: Whether the horse is a pleasure animal or draft animal is insignificant for purposes of the sales and use tax. The
items are taxable.
Question: Are nutritional aids designed to look like colostrum (for example Colostrix) taxable?
Answer: These are non-prescription items and thus subject to tax.
Question: Are oral electrolytes used to re-hydrate baby calves (for example LifeGuard) or yeast compounds used to
repopulate baby calf guts with acidophelous taxable?
Answer: These are non-prescription items and are subject to tax.
Question: Are growth implants (for example Ralgro) and other growth promotants mixed in feed and fed taxable?
Answer: Even though these products may be mixed with feed, they do not independently constitute “feed” for purposes of the
feed-for-animals exemption. They remain taxable agricultural compounds.
Question: Are feed-grade antibiotics (for example. Rumensin, Chlortetracycline) taxable?
Answer: These do fit neither the feed exemption nor the prescribed drug exemption. They remain taxable.
Question: Does farm equipment include (and thus exempt) equipment used in conjunction with agricultural compounds in
animals such as drug instruments (needles, syringes, etc.,) or calf pullers?
Answer: HB 1195 does not impact the exemptions or taxation of farm equipment. However, be aware that the terms “farm
equipment” and “implement of husbandry” are generally defined as large pieces of equipment or vehicles designed for farm
use (tractors, combines, balers, etc.). [See §§ 39-26-716(1)(d) and 42-1-102 (44), C.R.S.].
Therefore, it would appear that none of the instruments described in the question would constitute farm equipment.
Question: Are prescription drugs which are not taxed for other animal species or in the human arena exempt?
Answer: If the drugs are prescribed by a veterinarian, the exemption applies.
Question: Who is responsible for the tax? The Department of Revenue Web site states “companies that supply” are responsible.
Does that mean a distributor can collect and remit the tax or is the veterinarian the “company that supplies” the product and thus
should provide a sales tax exemption certificate to the wholesaler and then collect, report & remit the sales tax?
Answer: The distributor is responsible for charging and remitting sales taxes on transactions within Colorado unless the
purchaser provides a resale certificate. Many veterinarians maintain their own inventory of items and can buy items for resale.
Unless the items qualify as prescribed drugs, the veterinarian is then subject to sales tax collection upon the subsequent sale
of the items, or he or she is liable for use tax if the item is used in the performance of veterinarian services.
FYIs provide general information concerning a variety of Colorado tax topics in simple and straightforward language. Although the FYIs represent
a good faith effort to provide accurate and complete tax information, the information is not binding on the Colorado Department of Revenue, nor
does it replace, alter, or supersede Colorado law and regulations. The Executive Director, who by statute is the only person having the authority to
bind the Department, has not formally reviewed and/or approved these FYIs.
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