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It should be noted that the intent of this publication is to provide information to assist Tennessee 
farmers in the management and operation of their farms and value-added enterprises. The authors have 
attempted to review and interpret the available information regarding sales tax from the Tennessee 
Department of Revenue (the department) and apply it to general farm situations. Much of the 
information provided in this document was developed through extended conversations and consideration 
of a variety of “what if ” scenarios with officials in the department to better understand the application of 
sales tax rules to Tennessee farmers. 

The authors have relied heavily on information contained in the Sales and Use Tax Application to 
Farming, Timber Harvesting, Nursery Operations, and Agritourism (also referred to as the Agricultural 
Tax Guide) and the Sales and Use Tax Guide published by the department. These tax guides are 
important resources and are available at the following links: 

��Sales and Use Tax Application to Farming, Timber Harvesting, Nursery Operations, and 
Agritourism http://www.state.tn.us/revenue/taxguides/agricultural.pdf.
��Sales and Use Tax Guide http://state.tn.us/revenue/taxguides/salesanduse.pdf. 
��Other resources provided by the department, such as the Tennessee Code Annotated and Frequently 
Asked Questions about sales and use tax, are available at  
http://www.tn.gov/revenue/library/index.shtml. 

The information contained herein is a good-faith attempt to condense details that relate to sales tax 
administration into a form that is understandable and applicable to common farming operations 
and standard farm-business practices. While the application of the current sales tax regulations on 
various situations, examples and scenarios has been addressed by associates from the department and 
they reviewed the initial draft of this document, it must be understood that rules and interpretations 
of such rules do change. Therefore, it is important to note that the information in this document is 
considered correct and accurate by the authors based on the rules, input, explanations and the authors’ 
understanding at the time of writing. This booklet cannot be relied upon as legal advice and is not an 
official statement of department policy. If a reader has a specific tax issue, he or she should consult 
with a legal or accounting adviser for guidance.

Appreciation is extended to Megan Bruch, Chris Clark, Clark Garland and Wanda Russell for their 
participation in the peer review process. In addition, we are especially thankful to Gabriel Clemons, April 
Moore Massengill and Jean Hulsey for their assistance in the editing, layout and graphic design of this 
publication.

The authors are grateful for the opportunity to meet with Sherry Hathaway, Kristin Husat, Barbara 
Sampson, John Harvey, Billy Trout and Ray Todd — all of the Tennessee Department of Revenue — 
to discuss many of the fine points of this publication. Special appreciation is also extended to Sherry 
Hathaway and Ray Todd for numerous discussions conducted in person, by phone and by email from 
March 2010 through December 2013. 

									         Hal Pepper
									         Extension Specialist
									         Center for Profitable Agriculture
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Tennessee farmers and nursery operators encounter sales and use tax issues (hereafter referred to as 
“sales tax”) both as purchasers and sellers of various products. It is important for farmers to understand 
how sales tax rules apply to both their purchases and sales. Sales tax issues are often confusing, complex 
and tedious to understand and interpret. There are some general issues and examples that help in the 
understanding of when and how sales tax may apply to sales and purchases. There are also specific issues, 
circumstances, exceptions and exemptions that should be carefully considered. 

It may be helpful to first look broadly at the underlying basis for the sales tax. Sales tax in Tennessee is 
by statute a privilege tax. It is a tax on the privilege of engaging in the business of: (1) selling tangible 
personal property at retail; (2) selling certain services at retail; and (3) charging admission to events*. 

As it relates to improving the understanding of sales tax for Tennessee farmers, this publication is 
intended to address three main points:

1.	 Identify and explain sales tax rules and exemptions that apply to sales made by farmers.
2.	 Describe when sales tax is due, rates that apply, how to get registered and how to document  

tax-exempt purchases.
3.	 Provide information about sales tax implications for value-added farm products and agritourism operations.

*In general, a retail sale is defined as a transaction that is made to a purchaser who intends to consume or use the product/
service. This is in contrast to a sale for resale, which is made to a purchaser who will re-sell the item or use it as a component in 
making another product that will be sold.

INTRODUCTION
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Sales Tax on the Sale of Farm Products Raised by the Farmer

The sale of farm or nursery products by the farmer who raised the products is exempt from sales tax (See 
Tennessee Code Annotated, Section 67-6-301 in Appendix A). It is important to understand that the 
farmer selling the product must have raised the product for the sale to be exempt. Examples of raised 
farm products include livestock, livestock products, nursery stock, poultry, poultry products, grains, 
fruits and vegetables. The exemption applies to any sale made by the farmer who raised the product, 
regardless of the purchaser and regardless of the location of sale. That is, the sale may be made to a 
consumer or to someone who plans to re-sell the product. As long as the sale is made by the farmer who 
raised the product, the sale is exempt from sales tax. The transaction may take place at the farm, a farmers 
market or any other location. As long as the transaction consists solely of a “product grown or produced 
and sold by the farmer,” the sale is exempt from sales tax. Sales by farmers of tangible personal property 
that are not farm or nursery products and sales of taxable services are generally subject to tax.

It is important to recognize that for liability and business management purposes, some farmers structure 
their farm operations through various legal business entities. For example, a farmer may have separate 
legal entities for the production and marketing components of the farm business. A partnership may be 
chosen as the business structure of the production operation while the marketing activities are handled 
by a Limited Liability Company (LLC). The same individuals may own both the partnership and the 
LLC, but these are separate legal entities. For the application of the sales tax exemption described above, 
the farm products are only exempt from sales tax when they are sold by the entity that raised them. If 
a partnership raises a product and a marketing LLC takes possession and markets the products, then the 
movement (sale) of the products from the production partnership to the marketing LLC is exempt from 
sales tax, but the retail sale by the marketing LLC to a consumer is not exempt. 

Sales of farm products by the farmer who raised them are exempt from sales tax ,  regardless of the location of the sale.  Sales 
locations may include the farm, a farmers market or online.

sales tax on farm products sold by farmers
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Some farmers inquire as to what they need to do to claim the sales tax exemption when they sell 
products that they raise. That is, do farmers planning to sell products they raise need to register with the 
department or do they need a sales tax exemption number or other department documentation to sell 
their products exempt from sales tax? The basic answer is that no paperwork, no registration, and no 
approval are needed for farmers to sell products that they raise and sell exempt from sales tax. In essence, 
the exemption of sales made by farmers of products they have raised inherently exists and can therefore 
be claimed without registration, approval or request. In the event that a complaint is issued to the 
department against a farmer who is selling products without sales tax, the farmer should be able to prove 
that the products meet the exemption criteria.

It may be helpful to consider the following basic example of a farmer selling farm products that he or  
she raised.

Example 1
If Farmer Smith raises 1,000 watermelons and sells 
them to consumers for $8 each, for a total of $8,000, 
there is no sales tax due when Farmer Smith sells the 
watermelons. The sale of farm products by the farmer 
who raised the products is not subject to sales tax.

Sales Tax on Farm Products Sold but not Raised by the Farmer

Farmers may choose to purchase products from someone else (another farmer, a vendor/supplier) and 
offer them for sale alongside products they raised. For example, by expanding the variety and quantity of 
produce offered, fruit and vegetable growers may enhance the overall appeal of products that they have 
to sell at a produce stand or farmers market booth. It is advantageous for farmers who purchase other 
products for resale to understand if and when sales of the products they purchased for resale are exempt 
from sales tax.

Farmers may purchase farm products to expand the variety and quantity of products they have to offer for sale.  These may be 
sold exempt from sales tax if  certain conditions are met.
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When farmers sell both farm products they raised and farm products they purchased from the farmer 
who raised them, there may be an opportunity to sell the purchased farm products exempt from sales 
taxes. The purchased farm products may be sold exempt as long as the total dollar value of sales of the 
products raised by the farmer accounts for at least 50 percent of the farmer’s total sales of farm products 
in a calendar year. 

The following example illustrates the sale of purchased farm products in which the farm products are 
purchased from the farmer who raised them and the 50 percent test is met.

Example 2
If Farmer Smith raises and sells watermelons in a calendar year for 
$8,000, and sells watermelons to consumers for $5,000 that were bought 
for resale from the farmer who raised them in the same calendar year, 
such that Farmer Smith’s watermelon sales total $13,000, then both of 
the following statements are true. 

1.	 Farmer Smith’s sale of the watermelons he or she raised ($8,000)  
is exempt from sales tax.

2.	 Farmer Smith’s sale of the purchased watermelons is also exempt 
from sales tax because (at least) 50 percent of the total sales dollars 
(in the calendar year) were on farm products raised by Farmer 
Smith ($8,000 is 62 percent of $13,000).

The sales of the purchased melons are exempt because they were purchased from the farmer who raised them and at 
least 50 percent of the total sales ( in dollars) were from products raised by the farmer.

If sales taxes are 
collected, they must 

be remitted to the 
Department of Revenue.

QUICK NOTES
This exemption only applies to “farm or nursery products,” and they must 
also be purchased for resale directly from the farmer who raised them. (For a 
discussion of when a farm product loses its tax-exempt status, see Appendix 
B.) The sales period under consideration is a calendar year. If at the end of 
the calendar year the farmer’s sales of raised farm products are less than 50 
percent of the total sales of farm products, then sales tax is due on the sale 
of the purchased farm products. If the farmer is uncertain about whether the 
“50 percent” test will be met, then the farmer may consider collecting sales 
taxes on the sales of the products not raised. If sales taxes are collected then 
they must be remitted to the Department of Revenue.

Because the sales tax exemption rules often become confusing when applying them to farm products 
purchased for resale, it is a good reminder to note that even when products purchased for resale are 
considered, the farmer’s sales of products the farmer raised are always exempt from sales tax. The “50 
percent” test only applies when determining whether the retail sale of farm products purchased from the 
farmer who raised them is exempt from sales tax. 

�� Sales of 
Raised 
Melons 
$8,000 

�� Sales of 
Purchased 
Melons 
$5,000
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The following example describes a scenario in which the farm products are purchased from the farmer 
who raised them but the 50 percent test is not met.

Example 3
If Farmer Smith’s raised watermelon sales are $8,000 and the watermelons 
purchased from the farmer who raised them are sold to consumers for 
$10,000, such that watermelon sales total $18,000, then … 

1.	 Farmer Smith’s sale of the watermelons he or she raised ($8,000)  
is exempt from sales tax.

2.	 However, Farmer Smith’s sale of the purchased watermelons is not 
exempt from sales tax because less than 50 percent of Farmer Smith’s 
total farm product sales in the calendar year ($18,000) were on farm 
products raised by Farmer Smith ($8,000 is 44 percent of $18,000).

The sales of the purchased melons are taxable because less than 50 percent of Farmer Smith’s sales were from products 
Farmer Smith raised.

Example 4
If Farmer Smith’s raised watermelon sales are $8,000 and Farmer Smith purchases watermelons from a broker and resells 
them to consumers for $7,000 … 

1.	 Farmer Smith’s sales of the raised watermelons are exempt from sales tax.
2.	 However, Farmer Smith’s sales of the purchased watermelons are not exempt from sales tax because the watermelons 

were not purchased from the farmer who raised them. As will be discussed in the Documenting Tax-Exempt Purchases 
section, if Farmer Smith completes an Application for Registration and receives a Certificate of Registration and 
Blanket Certificate of Resale from the department, and then provides the appropriate documentation to the broker, 
the purchase of the watermelons from the broker will be tax-exempt because it is a purchase for resale.

Farm products purchased for resale from someone other than the farmer who raised them are not exempt from sales 
tax when they are sold to a consumer.

A farmer ’s sales of products raised by the farmer are always exempt from sales tax

In order for all of the sales of farm products in Example 3 to be exempt under the “50 percent” test, at 
least half of the sales would have to be from the farmer’s raised products (in this case, $9,000). Since only 
$8,000 of raised watermelons was sold, the “50 percent” test is not met and the sales of the watermelons 
purchased from another grower for resale are subject to the sales tax.

Example 4 considers the sale of farm products purchased from someone other than the farmer who raised them.

�� Sales of 
Raised 
Melons 
$8,000 

�� Sales of 
Purchased 
Melons 
$10,000
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Sales Tax Rates and Reporting of Sales Tax 

The state sales tax rate on most products and taxable services is 7 percent. The local tax rate (set by the 
local government) will vary from 1 percent to 2.75 percent. The highest possible combined tax rate is 
9.75 percent. The current local rates for cities and counties in Tennessee may be found in Appendix C 
and at http://www.tennessee.gov/revenue/pubs/taxlist.pdf. Rates listed for the cities include both the 
county tax rate and any city-imposed tax rate. The rate charged is the rate for the county and city in 
which the sale occurs, irrespective of the county in which the products were raised.

However, certain food, food ingredients and meal substitutes are taxed at the lower state sales tax rate 
of 5 percent (as of July 1, 2013) plus the local tax rate. There is no lower local tax rate for these items. 
“Food and food ingredients” are defined as “substances, whether in liquid, concentrated, solid, frozen, 
dried, or dehydrated form, that are sold for ingestion or chewing by humans and are consumed for their 
taste or nutritional value.” “Meal substitutes” are labeled with “Nutrition Facts” and include items such 
as unsweetened breakfast bars or those containing flour, unsweetened dried fruit snacks, drinks such as 
Ensure or Boost, Pop-tarts, and soup mixes. 

In Example 3, the sale of the purchased watermelons to consumers would qualify as the sale of a food and 
would be taxed at the lower state sales tax rate of 5 percent plus the local tax rate. Using Appendix C, if 
the sale of the watermelons took place in Bristol, Tenn., the sales tax rate would be 5 percent (state) plus 
2.25 percent (local) for a total rate of 7.25 percent. If the product sold is not a food or food ingredient, 
the sales tax rate would be 7 percent (state) plus 2.25 percent (local) for a total rate of 9.25 percent.

Candy, dietary supplements and prepared food do not qualify for the lower state sales tax rate and are 
taxed at the state sales tax rate of 7 percent plus the local tax rate. “Candy” is defined as a preparation of 
sugar, honey or other natural sweeteners in combination with chocolate, fruit, nuts or other ingredients 
or flavorings in the form of bars, drops or pieces. Candy does not include any preparation containing 
flour and must not require refrigeration. If an item requires refrigeration or has the word “flour” as an 
ingredient on the label, it is not considered candy. “Prepared food” means food that is sold in a heated 

Food, food ingredients and meal substitutes are taxed at the lower state sales tax rate of 5 percent plus the local tax rate.

Sales Tax Liability and Registering with the Tennessee Department of Revenue
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state or that is heated by the seller; food where two or more food ingredients are mixed or combined by 
the seller for sale as a single item; or food sold with eating utensils provided by the seller, such as plates, 
knives, forks, spoons, glasses, cups, napkins or straws.

Examples of items that qualify as food and food ingredients and are taxed at the lower rate and examples 
of items considered to be candy, dietary supplements and prepared food are provided in Appendix D and 
at http://www.state.tn.us/revenue/taxguides/salesanduse.pdf. 

Registering with the Tennessee Department of Revenue

It is the responsibility of sellers located in Tennessee or out-of-
state sellers registered to collect Tennessee sales tax to remit the 
Tennessee sales tax to the department. Sales tax is due from the 
business (or farm) on taxable transactions regardless of whether 
it was collected from the customer. Tennessee sales and use tax 
regulations say that a business is not required to have a sales tax 
account or collect sales tax 1) if its annual gross sales are $4,800 
or less in tangible property or $1,200 or less in services, and 2) if 
the seller pays Tennessee sales tax to its suppliers for everything 
it buys and sells to others. So, not only does a seller have to 
make sure it does not exceed the applicable sales thresholds 
to be exempt from collecting sales tax, the seller also must pay 
Tennessee sales tax to a supplier for everything the business (or 
farm) sells to others.

If sales tax is due on a business’s (or farmer’s) sales, sales tax 
should be remitted on the entire year’s taxable sales. Taxable 
sales include the sales that occurred prior to registration.

Sales Threshold Levels
Persons with annual taxable gross product sales of $4,800 or less of tangible personal property or with annual gross 
sales of $1,200 or less of taxable services are not required to collect tax on retail sales if Tennessee sales tax is paid to 
the supplier on the purchases of the products or services. These dollar amounts refer to “taxable” products or services 
and thus, would not apply to farm products that are exempt from sales taxes such as raised farm products or farm 
products purchased from the grower in which the 50 percent test is met.

When a farmer has any taxable gross 
product sales or taxable services 

and no Tennessee sales tax is paid 
to the supplier of these products or 
services, the farmer is required to 

register with the department and pay 
sales tax on all the taxable sales that 
occur within the year. Taxable gross 
product sales do not include sales of 

products that the farmer raised.

QUICK NOTES

If sales tax is due, the seller is 
responsible for paying the sales tax 
to the department whether or not it 

was collected from the customer.

QUICK NOTES
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Example 5 describes a scenario where the 50 percent test is not met, taxable sales are not over the $4,800 
threshold and sales tax was not paid to the supplier. In this case, sales tax is due when the farm product is 
sold to the consumer.  

Example 6 considers a situation where the 50 percent test is not met, taxable sales are not over the $4,800 
threshold and sales tax was paid to the supplier. In this case, sales tax is not due when the farm product is 
sold to the consumer. 

To register with the department, the farmer must complete an Application for Registration. The farmer 
will receive from the department a Certificate of Registration for Sales Tax. Once the farmer has 
registered, sales tax will be due on all future taxable sales of products and services. If in a subsequent year, 
the farmer no longer has taxable sales, the farmer may request that the department close the account. 
The farmer closing his or her account must surrender the Blanket Certificate of Resale received from the 
department that authorized making tax-exempt purchases for resale. 

Example 5
If Farmer Smith’s raised watermelon sales are $3,000 and the watermelons 
purchased from the farmer who raised them are sold to consumers for 
$4,000, total watermelon sales equal $7,000, and …

1.	 Farmer Smith’s sale of the watermelons he or she raised ($3,000) is 
exempt from sales tax.

2.	 However, Farmer Smith’s sale of the purchased watermelons is 
not exempt from sales tax because less than 50 percent of Farmer 
Smith’s total farm product sales in the calendar year ($7,000) were 
on farm products raised by Farmer Smith ($3,000 is 43 percent of 
$7,000) and no Tennessee sales tax was paid by Farmer Smith on the 
purchased watermelons.

�� Sales of 
Raised 
Melons 
$3,000 

�� Sales of 
Purchased 
Melons 
$4,000

Example 6
If Farmer Smith’s raised watermelon sales are $3,000 and the watermelons 
purchased from a broker who charged sales tax are sold to consumers for 
$4,000, total watermelon sales equal $7,000, and …

1.	 Farmer Smith’s sale of the watermelons he or she raised ($3,000) is 
exempt from sales tax.

2.	 Since Farmer Smith bought the watermelons from a supplier who 
charged sales tax, no sales tax would be due when these watermelons 
are sold for $4,000. Sales tax was paid to the supplier and the sales 
amount is not over the $4,800 threshold.

�� Sales of 
Raised 
Melons 
$3,000 

�� Sales of 
Purchased 
Melons 
$4,000

When a business has taxable sales and no sales tax was paid to the supplier,  sales tax must be paid on these sales .  The 
sales threshold levels do not apply in this case.

When a business has taxable sales of $4,800 or less and sales tax was paid to the supplier,  sales tax is  not due on  
these sales . 
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There is no cost to complete an Application for Registration and the application may be completed and 
submitted online at http://www.tn.gov/revenue/forms/sales/index.shtml. As an alternative, a paper 
Application for Registration may be downloaded and submitted to the department at any of the office 
addresses printed on the application. A copy of the Application for Registration is provided in Appendix 
E. After the department receives the application, a Certificate of Registration and a Blanket Certificate 
of Resale will be issued to qualified applicants. 

The Certificate of Registration has a detachable certificate that contains the certificate number and 
the Tennessee Sales and Use Tax Account Number (or simply “Account Number”). This detachable 
certificate should be posted in one’s place of business if there is an appropriate place to display it. 
Otherwise the certificate may be filed for safekeeping. Its purpose is to verify that the business has 
registered for sales tax. These certificates are legal documents and should be maintained in a  
secure location.

A farmer who buys and resells should be aware that if sales tax is due, the farmer is responsible for paying 
it, whether or not it was collected from the customer. A farmer who has taxable gross product sales in 
different locations (such as farmers markets in multiple counties) would need to complete an Application 
for Registration for each sale location. The appropriate tax for sales at each location would be remitted to 
the department.
 
Documenting Tax-Exempt Purchases

The Blanket Certificate of Resale provides sellers with documentation that a business is authorized 
to purchase an item for resale free of sales tax. Sales tax will be paid on the retail sale of the item to a 
consumer. For example, a farmer or business with a Blanket Certificate of Resale could present it to a 
broker and make tax-exempt purchases of items for resale. The purchasing farmer or business should 
make a copy of the Blanket Certificate of Resale, complete the bottom portion and give to vendors. 
When a purchase for resale is made, the Blanket Certificate of Resale should be completed with the 
selling vendor’s name and address, purpose of purchase, and the name and signature of the authorized 
purchaser. As long as the purchasing business remains registered and engaged in selling tangible personal 
property at retail and the purchases are of the kind usually purchased by the business for resale, providing 
one Blanket Certificate of Resale per vendor will be sufficient. The business will not be required to 
provide additional Blanket Certificates of Resale for individual purchases. 

Exemptions and Documentation
Basically, there are three types of sales tax exemptions: exempt entities, exempt items and exempt transactions. These 
exemptions provide opportunities for farmers to benefit from sales tax exemptions on both sales and purchases. 
Many exempt transactions and sales to exempt entities require that the buyer claiming the exemption provide specific 
documentation to the seller. For example, this documentation may include a Certificate of Registration, Blanket 
Certificate of Resale, Streamlined Sales Tax Certificate of Exemption, or Agricultural Sales and Use Tax Certificate 
of Exemption. Examples of the Streamlined Sales and use Tax Certificate of Exemption and the Agricultural Sales 
and Use Tax Certificate of Exemption are provided in Appendices F and H. The seller is required to keep the 
documentation on file for at least three years from the end of the year in which the associated sales and use tax return 
was filed.
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Instead of providing a Blanket Certificate of Resale when 
making a purchase for resale, a business may complete a 
Streamlined Sales Tax Certificate of Exemption (see Appendix 
F) and give it to the selling vendor. This method is useful 
when a business wishes to make a tax-exempt purchase but is 
not able to provide a copy of the Blanket Certificate of Resale 
at the time of purchase. When a Tennessee business uses a 
Streamlined Sales Tax Certificate of Exemption to make a 
purchase, the business must include the Account Number that appears on its Certificate of Registration 
and on the Blanket Certificate of Resale issued by the department. This number should be reported as 
the Purchaser’s Tax ID Number on the Streamlined Sales Tax Certificate of Exemption. The following 
information is included on the Streamlined Sales Tax Certificate of Exemption:

�� State(s) under whose laws exemption from sales tax is sought.
�� Invoice/Purchase Order Number (if applicable).
�� Purchaser’s name and address.

·· Purchaser’s Tax ID Number and state and/or country issued, or, if not available,
·· Federal Employer’s Identification Number, or, if not available,
·· Personal Driver’s License Number and state issued.
·· Foreign Diplomats enter the individual tax identification number shown on the sales tax 		

		  exemption card issued by the U.S. Department of State’s Office of Foreign Missions.
�� Seller’s name and address.
�� Type of business.
�� Reason for exemption.
�� Signature and date.

It should be noted that the Streamlined Sales Tax Certificate of Exemption cannot be used to claim 
a privilege that does not already exist. Specifically, a business that does not have a Certificate of 
Registration and a Blanket Certificate of Resale would not be permitted to use the Streamlined Sales Tax 
Certificate of Exemption to make tax-exempt purchases of items for resale.

Use of a Blanket Certificate of 
Resale enables a business to make 

tax-exempt purchases of items 
for resale.

QUICK NOTES
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As was previously mentioned, businesses, including farm businesses, in Tennessee selling products or services 
that are subject to sales tax must complete an Application for Registration with the Tennessee Department 
of Revenue. Business types may include sole proprietorships, partnerships, limited liability companies, 
corporations and nonprofit organizations. In Examples 3 and 5 where sales of farm-raised products were 
less than 50 percent of the total calendar year sales and sales tax is due, Farmer Smith must complete 
an Application for Registration, obtain a Certificate of Registration, and remit sales tax on the sales of 
purchased watermelons. The watermelons raised and sold by Farmer Smith are exempt from sales tax. 

When a Certificate of Registration is requested and successfully obtained by a business that expects to 
collect tax on retail sales, a Blanket Certificate of Resale will also be issued to the business. Both the 
Certificate of Registration and the Blanket Certificate of Resale contain a specific exemption number 
that identifies the business. This number is referred to as the “Account Number” and it is the same 
number on both the Certificate of Registration and the Blanket Certificate of Resale. This unique 
account number is needed to qualify to purchase items for resale exempt from sales tax. The Blanket 
Certificate of Resale issued by the department will be preprinted with the name and address of the 
business, account number and the effective date of registration. It is the account number that links 
the tax-exempt purchase to the seller and to the business that will resell the product. This information 
enables the department to audit the records of these businesses and to make sure that Blanket Certificates 
of Resale are used legitimately. 

Sales Tax Remittance
When the Application for Registration is completed, the business will be required to file periodic sales or use tax 
returns to report taxable sales activity and remit the state and local sales tax collections to the Tennessee Department 
of Revenue. Effective Oct. 1, 2013, all sales and use taxpayers are required to file returns and remit the associated tax 
payments electronically. 

To register for online filing, a username and password may be set up after the Tennessee Sales and Use Tax Account 
Number (Account Number) is received. To set up a username and password, first go to the department’s home page 
at http://www.tn.gov/revenue. On the left-hand side, click on Taxes and then click on Sales and Use Tax. Next, click 
on Sales and Use Tax Electronic Filing and choose Online Filing through the Department of Revenue’s website. Click 
on the link to TN.gov Account Management website and click on Create Account. Make sure the Online Sales and 
Use Tax Filing is checked. Click on Continue and provide information about the business, name of the main account 
contact and the account number. The main account contact is the person who can make any changes to the account 
and who can designate who may file the returns. Click on Continue and assign the business a username and password. 
After this designation is made, the subscriber/service agreement should be printed and mailed or faxed to the address 
or number listed on the agreement. 

Once the username and password are set up, the business may go to www.tennesseeanytime.org/sales to file State 
and Local Sales & Use Tax Return – SLS 450 online and to send sales tax payments to the Tennessee Department of 
Revenue. After logging in with the username and password, the business will be prompted to enter the filing period 
and information about sales and exempt transactions. Payment may be made by debit from a checking account or by 
certain credit cards. A 2.49 percent processing fee is charged for credit card transactions. Sales tax returns are due 
monthly, quarterly or annually, depending on the filing frequency established when the sales and use tax application is 
processed by the Department of Revenue, and must be filed by the 20th of the month following the period for which 
the sales tax is due. Thus, a January return for a monthly filer would be due February 20. Similarly, a return for January 
through March for a quarterly filer would be due April 20. Sales tax returns must be filed even if no sales were made 
and no tax is due. An online demo on the department’s website provides an example of a completed State and Local 
Sales & Use Tax Return. Questions about completing sales tax returns should be directed to the Tennessee Department 
of Revenue at 800-342-1003.
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In Examples 3 and 5, if Farmer Smith buys the watermelons from the farmer who raised them, there 
is no sales tax due when Farmer Smith buys the watermelons; however, sales tax is due on the retail 
sale of the watermelons to Farmer Smith’s customers, since sales of watermelons purchased were 
greater than 50 percent of the farmer’s total sales. In Example 4, if the watermelons are purchased 
from a broker and Farmer Smith doesn’t have a Blanket Certificate of Resale, Farmer Smith would 
pay sales tax when the watermelons are purchased from the broker. Then, at the time of filing a 
sales and use tax return or any assessment, Farmer Smith could receive credit for tax paid on the 
purchased watermelons but would remain liable for sales tax when the watermelons are sold to 
his or her customers. However, with a Blanket Certificate of Resale, Farmer Smith may purchase 
the watermelons free of sales tax from the broker by providing a signed and completed copy of the 
Blanket Certificate of Resale or a Streamlined Sales and Use Tax Certificate of Exemption. The 
broker is required to keep the exemption documentation on file to support the exempt sale in the 
event of audit by the department. 

Farmers should be aware that if they sell taxable products 
to businesses that are purchasing products for resale, they 
must obtain a copy of the purchaser’s Blanket Certificate 
of Resale or fully completed Streamlined Sales and Use Tax 
Certificate of Exemption to document that the transaction 
is exempt from sales tax. Taxable products do not include 
farm products raised by the farmer. 

It is important to note that even if a farmer has a Blanket 
Certificate of Resale or an Agricultural Sales and Use Tax Certificate of Exemption and presents it 
to a seller for the purpose of making a purchase exempt from sales tax, the seller has the discretion to 
deny a claim for tax exemption if the seller knows the claim for tax exemption is inappropriate or is not 
authorized under Tennessee law. However, a seller does not have the discretion to deny purchasers’ claims 
for tax exemption that are appropriate and authorized under Tennessee law. Purchasers who claim an 
unauthorized or inappropriate tax exemption are liable for the sales tax. In order for sellers to not be 
held liable for the sales tax on inappropriate or unauthorized claims of tax exemption, the seller should 
maintain the tax exemption certificates that were presented by the purchaser and provide them upon 
request to the Department of Revenue. Any business can seek the department’s view toward a potential 
sales tax-exempt purchase by sending an inquiry via email to TN.revenue@TN.gov.

Any business registering for a sales and use tax account (except for realty contractors registering for a 
contractor use tax account only) should automatically receive both a Certificate of Registration and a 
Blanket Certificate of Resale in their registration documents from the department when the account is 
established.

When a farmer or other business 
sells products to businesses that 

are purchasing products for resale, 
the seller must obtain a copy of the 
buyer’s certificate that documents 

the tax-exempt transaction.

QUICK NOTES
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Note that if the business answers on the Application for 
Registration that “no” it does not exceed $4,800 in gross 
sales of tangible personal property; “no” that it does not 
exceed $1,200 in annual gross sales of taxable services;  
and “no” the business does not have suppliers that do not 
collect Tennessee sales tax, the business’s application for 
the sales tax account will be denied. The business will be 
required by regulation to pay the Tennessee sales tax when  
it purchases anything it will use in its business and when it 
buys things it will resell in its business. A Blanket Certificate 
of Resale would not be appropriate in this instance and will 
not be issued.

A farmer completing an Application 
for Registration should not include 
sales of products the farmer raised 

when answering the question: “Will 
your gross sales exceed $4,800  

per year?”

QUICK NOTES
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Example 7
Consider an apple grower who has a commercial food processing 
facility on the farm. The processing facility is used to slice, 
dehydrate and package dried apple crisps. The only purchased 
ingredients involved in the process are salt and preservatives. 
The end product is sliced dehydrated apples. In other words, 100 
percent of the value-added product (with the exception of salt 
and preservatives) was raised by the farmer selling it. In this case, 
the end product is raised and sold by the farmer. Therefore, the 
sale of the value-added dried apple crisps is exempt from sales tax.

The sale of dried apple crisps by the farmer who raised the apples would be tax exempt as long as the only non-raised 
ingredients are water,  sugar,  salt,  pectin and preser vatives.

Sales Tax on the Sale of Value-added Farm Products

An increasing number of Tennessee farmers are diversifying their operations by incorporating value-
added products and agritourism activities. With these new ventures come additional questions regarding 
sales tax calculation and possible exemptions. It is important for farmers involved in producing and 
selling value-added products to have a good understanding of the sales tax regulations that apply to  
these sales. 

For a value-added product to be eligible for sale as a tax-exempt “product of the farm sold by the 
farmer,” the farmer must raise the products used to make the value-added product. Farm products may 
be preserved and sold tax-exempt as long as the only non-raised ingredients added are water, sugar, salt, 
pectin and preservatives. 

The following example depicts a value-added product that is made from raised farm products and added 
ingredients that are limited to water, sugar, salt, pectin and preservatives.

It should be noted again that the individual or entity that raises the items to be processed into a value-
added product and the individual or entity who sells the value-added products must be one and the same 
if the sales are to be exempt from sales tax. In Example 7, if the farmer who raises the apples is organized 
as a sole proprietorship, then the same sole proprietorship must sell the apple crisps.

Sales Tax Applications to Value-added Farm Products  
and Agritourism Activities
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The following example describes a value-added product that is made with ingredients other than raised 
farm products, water, sugar, salt, pectin and preservatives.

Purchasing Inputs for Value-added Farm Products

Having established a general understanding of how value-added farm products can be exempt from sales 
tax when they are sold by the farmer who raised the products and added value to them, the logical next 
question is whether a farmer can purchase inputs for the value-added process exempt from sales tax. 

If the farmer completes an Application for Registration and receives a Certificate of Registration and 
Blanket Certificate of Resale, the Blanket Certificate of Resale or a fully completed Streamlined Sales Tax 
Certificate of Exemption could be used to purchase the ingredients, containers, lids and labels needed for 
the value-added product exempt from sales tax. These are considered “component parts of an article to 
be produced for sale by manufacturing, assembling, processing or refining” and the corresponding line 
should be checked when completing the Blanket Certificate of Resale. However, recall that only a farmer 
or business with either: 1) taxable gross product sales above $4,800 per year, 2) taxable services above 
$1,200 per year, or 3) suppliers who do not collect Tennessee sales tax will be issued a Blanket Certificate  
of Resale. 

When a value-added product is made entirely of farm-raised 
ingredients except for any added water, sugar, salt, pectin 
or preservatives, as in Example 7, the farmer may purchase 
containers, lids and labels exempt from sales tax by presenting 
an Agricultural Sales and Use Tax Certificate of Exemption. 
The Agricultural Sales and Use Tax Certificate of Exemption 
allows farmers to make certain agricultural purchases exempt 
from tax. These exempt purchases include containers, lids and 

labels for farm products and for value-added products made entirely of farm-raised ingredients. However, 
the Agricultural Sales and Use Tax Certificate of Exemption may not be used to purchase ingredients or 
products for resale exempt from tax.

Example 8
To take the value-added example another step, consider a farmer who 
raises vegetables (including tomatoes, green peppers and onions) 
and uses them in the production of a value-added salsa product. In 
making the salsa, assume that farm-raised tomatoes, farm-raised green 
peppers and farm-raised onions are combined with purchased olives, 
red peppers, oil, vinegar, spices and salt. Since the farmer purchased 
olives, red peppers, oil and spices to use in the recipe, the sale of the 
salsa is not eligible for sale as an exempt farm product. Sales tax must 
be collected on the farmer’s salsa sales.

The sales of the farmer ’s salsa would not be exempt from sales tax because there are added ingredients besides the 
farmer ’s raised products,  water,  sugar,  salt,  pectin and preser vatives.

A Blanket Certificate of Resale may 
be used to purchase ingredients, 

containers, lids and labels (exempt 
from sales tax) for a value- 

added product.

QUICK NOTES
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When a value-added product is made from ingredients that are 
not farm-raised or is made from other ingredients that are not 
water, sugar, salt, pectin and preservatives (as in Example 8), the 
Agricultural Sales and Use Tax Certificate of Exemption may not 
be used to purchase containers, lids and labels for the value-added 
product. If the farmer’s annual taxable gross sales are not greater 
than $4,800, or if the farmer does not have suppliers who do not 
collect Tennessee sales tax, the farmer will not qualify to receive 
a Certificate of Registration and Blanket Certificate of Resale. In 
that case, the farmer must pay sales tax when he or she purchases 
the nonfarm-raised ingredients and the containers, lids and labels for packaging the product. Provided the 
farmer’s sales of taxable gross sales are not greater than $4,800 — and sales tax has been paid to the suppliers 
of the non-raised farm ingredients, containers, lids and labels — the farmer would not be required to pay 
sales tax on the sale of such value-added products. To clarify, the Agricultural Sales and Use Tax Certificate 
of Exemption does not allow for the purchase of products for resale (such as pumpkins, jams and jellies) or 
ingredients (such as tomatoes, peppers, sugar and spices), but it does allow farmers to purchase containers, 
lids and labels for their value-added products made entirely from farm-raised ingredients (Example 7). 

When the department issues an Agricultural Sales and Use Tax Certificate of Exemption to a farmer,  
two wallet-sized exemption cards are also issued. All of these documents contain an exemption number. The 
farmer with the Agricultural Sales and Use Tax Certificate of Exemption should present to the seller of the 
containers, lids and labels a copy of the Agricultural Sales and Use Tax Certificate of Exemption, one of the 
wallet-sized exemption cards, or a fully completed Streamlined Sales Tax Certificate of Exemption with the 
exemption number from the Agricultural Sales and Use Tax Certificate of Exemption. This documentation 
is necessary to prove to the seller that these containers, lids and labels will be used with a farm-raised, value-
added product and that the purchase of the containers, lids and labels is sales tax-exempt. 

To be eligible for an Agricultural Sales and Use Tax Certificate of Exemption, one or more of the following 
criteria must be met:

�� Applicant owns or leases agricultural land from which $1,000 or more of agricultural products 		
were produced and sold during the year, including payments from government sources.

�� Applicant provides for-hire custom agricultural services of plowing, planting, harvesting, 			 
growing, raising or processing agricultural products or the maintenance of agricultural land.

�� Applicant owns land that qualifies for taxation under the provisions of the Agricultural Forest 		
and Open Space Land Act of 1976.

�� Applicant’s federal income tax return contains one or more of the following: (a) Business 			 
activity on IRS Schedule F (Profit or Loss From Farming), or (b) Farm rental activity on IRS Form 		
4835 (Farm Rental Income and Expenses) or Schedule E (Supplemental Income and Loss).

�� Applicant is able to otherwise establish to the satisfaction of the commissioner that the 			 
person is actively engaged in the business of raising, harvesting or otherwise producing 			 
agricultural commodities as defined in Tennessee Code Annotated, Section 67-6-301(c)(2). 
 
Applicants who qualify as a manufacturer cannot also qualify for the Agricultural Sales and Use Tax 
Certificate of Exemption.

An Agricultural Sales and Use Tax 
Certificate of Exemption may be 

used to purchase containers, lids and 
labels (exempt from sales tax) for a 

farmer’s value-added product that is 
made solely from the farmer’s raised 

products. It may not be used to 
purchase ingredients.

QUICK NOTES
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To receive an Agricultural Sales and Use Tax Certificate of Exemption, persons who qualify for the 
exemption must apply to the Tennessee Department of Revenue using the farmer, logger and nursery 
operator’s application for exemption. The exemption application form is available at http://www.tn.gov/
revenue/forms/sales/f1308401.pdf. A copy of the Application for Registration for the Agricultural Sales 
and Use Tax Certificate of Exemption is included in Appendix G and an example copy of the Tennessee 
Agricultural Sales and Use Tax Certificate of Exemption is included in Appendix H. It is important to 
note that having an Agricultural Sales and Use Tax Certificate of Exemption does not authorize a farmer 
to make retail sales that are exempt from tax. Its purpose is to enable a farmer to make certain purchases 
for the farmer’s use exempt from tax. Exempt items include certain equipment used directly and 
principally for producing agricultural products, grain bins, livestock trailers, seed, fertilizer, chemicals 
and feed and drugs for livestock. More information about the items that qualify for the agricultural 
exemption may be found in Sales and Use Tax Application to Farming, Timber Harvesting, Nursery 
Operations, and Agritourism at http://www.state.tn.us/revenue/taxguides/agricultural.pdf. 

If an application for the Agricultural Sales  
and Use Tax Certificate of Exemption 
is approved by the department, then the 
certificate will be granted for a period of up 
to four years. Prior to the expiration date on 
the certificate, the department will notify 
farmers about the requirements and procedures 
involved with the renewal process. Farmers 
should make sure the address provided to the 
department is kept current so appropriate 
notices will be received.

Eileen and James Ray are new farmers working with their local Extension agent.  A new farmer can apply for an Agricultural 
Sales and Use Tax Certificate of Exemption. The farmer must be able to establish to the satisfaction of the commissioner that 
he or she is  actively engaged in the business of farming

The Agricultural Sales and Use Tax Certificate of Exemption does not authorize a farmer to make retail  sales that are exempt 
from tax . The certificate authorizes the farmer to make certain purchases ( l ike a tractor,  seed, fertil izer,  chemicals and seed ) 
for the farmer ’s use exempt from tax .
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For the purpose of the Agricultural Sales and Use Tax Certificate of Exemption, the applicant must be 
engaged in business as a farmer, logger or nursery operator. Use of the term farmer in this publication 
in reference to the Agricultural Sales and Use Tax Certificate of Exemption includes farmer, logger or 
nursery operator.

Sales Tax on Agritourism Activities

As more and more Tennessee farmers engage in agritourism ventures on their farms, more and more 
issues arise concerning sales tax on admission charges and farm activities. In general, sales tax is due on 
admission charges for agritourism attractions such as hayrides and corn mazes. If an admission is charged 
for a farm activity that is solely educational in nature (e.g., demonstrations of how a working farm 
operates) and void of amusement, recreation and entertainment, then the admission charge is not subject 
to sales tax. To qualify as educational, the activities for which the admission is charged must be bona 
fide, justifiable and clearly educational. Admission charges to a farm where individuals solely learn about 
the operation of a farm would be educational and not subject to sales tax. The addition of recreational 
activities such as hayrides or an animal petting area would likely result in the admission charges being 
subject to sales tax. 

Admissions to agritourism attractions that are not solely educational are subject to sales tax .
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As explained earlier, the sale of a farm product by the farmer who raised it is exempt from sales tax. 
However, if such a product is combined or bundled with an admission to an agritourism farm with 
recreational activities for a single sales price, then the entire sale (farm product with admission) is subject 
to sales tax. In order to get the sales tax exemption on the sales price of a product the farmer raised, such 
as a pumpkin, the agritourism farmer should have a separate sale of the pumpkin (exempt from sales tax) 
and the admission charge (taxable).

In the following example the sale of a farm-raised product is bundled with a recreational activity.

The option of pricing the farm-raised product and recreational activity separately is described in  
Example 10.

To ease the burden and simplify the various taxable and exempt transactions at the farm, some 
agritourism operators might consider charging only for the pumpkin and providing the hayride free 
of charge. While this scenario might accomplish the objective of simplifying the sales tax calculation, 
agritourism entrepreneurs should be cautious in pricing farm products (such as pumpkins) at higher 

Example 9
Consider Farmer Jones, a pumpkin grower who starts an agritourism venture and offers a hayride to the pumpkin patch 
for customers to select a pumpkin. If an $8 admission is charged for each person to take the hayride and select one 
pumpkin, then the entire $8 charge is subject to sales tax, because the $8 includes the sale of a farm product sold by the 
farmer who raised it (pumpkin) combined with a recreational activity (hayride).

Example 10
If Farmer Jones were to charge $4.50 per pumpkin and $3.50 for the hayride, then sales tax would be charged only on the 
cost of the hayride ($3.50). The sale of the pumpkin ($4.50) by the farmer who raised it would be exempt from sales tax.

Learning about the working of a goat dair y farm is an example of an educational agritourism activity.  Admission charges to 
a farm where individuals solely learn about the operation of a farm are not subject to sales tax .
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prices just to cover the free hayride. This practice may give customers the appearance of an overpriced 
pumpkin. Similarly, offering a free hayride to avoid charging sales tax may increase the number of 
customers opting to take the hayride but decrease the number of pumpkins sold. 

Other Sales Tax Questions and Considerations

Agritourism operators may consider offering concessions made from produce raised on the farm. For 
example, an apple grower may offer fresh apples, caramel apples, apple pies and other products made from 
apples raised on the farm. As long as the item offered for sale is comprised 100 percent of the farmer’s 
own raised products (other than water, sugar, salt, pectin and preservatives), the sale of the farm product 
is tax-exempt. If the concession is not tax exempt, the agritourism operator is responsible for collecting 
and remitting sales tax on these sales. The tax rate depends on whether the item qualifies as a food or 
food ingredient. Foods and food ingredients are subject to the state sales tax rate of 5 percent (as of July 
1, 2013) plus the local tax rate. Candy, dietary supplements and prepared food are taxed at the State 
sales tax rate of 7 percent plus the local tax rate. Caramel apples are considered candy and apple pies are 
considered prepared food. Both would be taxed at the state sales tax rate of 7 percent plus the local tax 
rate. See Appendix D for a description of food, food ingredients, candy and prepared food.

Agritourism operators who have completed an Application for Registration and have received a 
Certificate of Registration and Blanket Certificate of Resale may make tax-exempt purchases of 
concessions and other items for resale with a Blanket Certificate of Resale or a fully completed 
Streamlined Sales Tax Certificate of Exemption. When the agritourism operator sells the concession 
items or other taxable products, the customer should be charged the appropriate state sales tax rate plus 
the local rate.
 

Caramel apples are considered candy. Apple pies are considered prepared food. Both would be taxed at the state sales tax rate 
of 7 percent plus the local tax rate.
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The questions that follow deal with sales tax issues regarding agritourism admissions, sales to exempt 
organizations, sales to customers who are buying to resell, and occasional and isolated sales.

�� Can the farmer include the sales tax in the purchase price of the admission or  
	 concession item? 
 
	 A farmer must indicate in specific ways whether customers are paying sales tax. If the 			 
	 purchase price of an admission or a product includes sales tax, it must be indicated 			 
	 in writing on the ticket, on a sign posted in the business, or in a manner that is assured 			 
	 to make the customer aware of that fact. 

�� What if the farmer’s buyer/customer is a nonprofit organization or otherwise exempt from 		
	 paying sales tax? 

	 An agritourism operation may have a customer that is a nonprofit organization. The 			 
	 Tennessee Department of Revenue issues Certificates of Exemption for 					   
	 nonprofit organizations and these enable nonprofit organizations to buy — 				  
	 exempt from sales tax — goods and services that the organization will use, consume or give 		
	 away. The purchases under consideration here include admissions and concessions. 			 
	

These nonprofit organizations may include churches; temples; synagogues; mosques; boys’ 
and girls’ clubs; universities; colleges; schools; orphanages; foster home institutions; homes 
for the aged; hospitals; community health councils; volunteer fire departments; organ banks; 
organizations primarily for the spiritual and recreational environment of the armed forces; state-
owned historical properties; nonprofit community blood banks; senior citizen centers; certain 
nonprofit talent and beauty contest corporations; and 26 USC Section 501(c)(3) organizations, 
(c)(5) labor organizations, (c)(13) nonprofit cemeteries and (c)(19) wartime veterans’ 
organizations. 

A nonprofit organization may purchase admissions, concessions and other items that the organization 
will use, consume or give away and these purchases are exempt from sales tax as long as:

·· The purchase is billed to the nonprofit organization.
·· Payment is made directly by the nonprofit organization.
·· A copy of the nonprofit’s Certificate of Exemption from the Tennessee Department of 		

		  Revenue or fully completed Streamlined Sales Tax Certificate of Exemption with the 		
		  nonprofit’s tax ID number issued by the Tennessee Department of Revenue is provided 		
		  to and kept by the seller. 

Out-of-state organizations that hold a 501(c)(3) federal tax exemption must submit a copy 
of their federal exemption letter in lieu of a Certificate of Exemption from the Tennessee 
Department of Revenue. Out-of-state organizations other than 501(c)(3) entities must  
obtain a Certificate of Exemption from the Tennessee Department of Revenue to make tax-
exempt purchases.
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If a Streamlined Sales Tax Certificate of Exemption is provided to the agritourism operator, 
the agritourism operator should take care to make sure the Streamlined Sales Tax Certificate of 
Exemption is completed properly. For example, on Line 4 for Type of Business, a school would 
circle item 16 for education and health-care services; a nonprofit would circle item 17 for 
nonprofit organization. On Line 5, the purchaser should indicate the Reason  
for Exemption. 

The agritourism operator must also ensure that the purchase is billed to the exempt organization 
and is paid for with checks or credit cards of the organization. Members and employees of the 
organization are prohibited from using the exempt organization’s Certificate of Exemption to 
make tax-exempt purchases for the member or employee’s personal use. Sellers who have obtained 
appropriate documentation from the nonprofit organization as described earlier and ensured 
proper billing to and payment by the exempt organization are not liable for the sales tax if the 
purchaser improperly claimed the exemption for the purchases. In that case, the purchaser will be 
liable for the sales tax.

If the agritourism operation has posted that the purchase price of an admission or item includes 
sales tax and a nonprofit organization wishes to make tax-exempt purchases, then the purchase 
price must be reduced so that sales tax is not charged.

�� What if the agritourism operation has a customer who wants to buy items for resale? 

If the agritourism operation has a customer who wants to buy items for resale, the customer 
should present a fully completed Blanket Certificate of Resale or a fully completed Streamlined 
Sales Tax Certificate of Exemption to make the purchases free of sales tax. The agritourism 
operator is required to keep the certificate on file to support the exempt sales and must have it 
available for audit. The buyer may make additional purchases of items for resale without having to 
provide additional certificates as long as there is no change in the character of the buyer’s business 
and the purchases are of a type usually purchased by the buyer for the purpose of resale. If the 
agritourism operator has sales that are not supported by a certificate indicating the purchases are 
for resale, the agritourism operator will be held liable for the sales tax.

A nonprofit organization (such as a school) may purchase concessions or admissions to agritourism attractions tax-exempt if 
the transaction is properly documented. A copy of the nonprofit’s Certificate of Exemption or fully completed Streamlined 
Sales Tax Certificate of Exemption must be kept on file by the seller. Payment must be made directly by the nonprofit 
organization.
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�� What is the exemption for “occasional and isolated sales”?

There is an exemption for “occasional and isolated” sales made by persons not regularly engaged 
in the business of selling. These sales are not subject to sales tax and there is no limit to the dollar 
amount of these sales. Occasional and isolated sales are sales of tangible personal property taking 
place regularly, but only during one or two temporary sales periods per year. These temporary 
sales periods are 30 consecutive calendar days or less. Yard sales and Girl Scout cookie sales are 
examples of occasional and isolated sales. It is important to note that this definition requires the 
sales period to be consecutive and each period may last no longer than 30 days. After a sale has 
begun, if it shuts down for a day or two, it may start back up again, but it would count as two sales 
periods. If there are more than two sales periods or if a sales period is longer than 30 consecutive 
days, all of the sales for the year become subject to sales tax.

Contacting the Department of Revenue:

Farmers and businesses with specific questions about sales tax and the application of rules to their 
situation should contact the Department of Revenue. It is better to know in advance that one may be 
liable for sales tax rather than to learn it at the end of the year.

The Department of Revenue may be contacted by phone at 800-342-1003 or by email at TN.revenue@
TN.gov. The link to the department’s website is http://www.state.tn.us/revenue.   
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Farmers may sell the farm products they raise without collecting and paying sales tax on those sales. 
Provisions in the law exist that may allow them to sell farm products purchased from the farmer who 
raised them, depending on the percentage of sales that are of the farmer’s raised products. Good record 
keeping is necessary to document which sales are from the farmer’s raised products and which sales are 
purchased from the farmer who raised them. The same entity must both raise and sell the product for the 
sale to be exempt from sales tax. Value-added products made from the farmer’s raised products may also 
be exempt from sales tax. Some of the rules governing a farmer’s tax-exempt sales and purchases are as 
follows:

�� No sales tax is due on the sale of farm products by the farmer who raised them.
�� Sales tax may not be due when a farmer sells farm products he or she purchased from the 			 
farmer who grew them. If the dollar value of the raised farm products sales is at least 				  
50 percent of total farm products sales, then no sales tax is due on the sale of 				  
the farm products that were purchased. 

�� No sales tax is due on the sale of a farmer’s value-added products as long as the value-			 
added product is made up of 100 percent farm-raised products (purchased water, 				  
salt, sugar, pectin and preservatives are allowed).

�� Ingredients, containers, lids and labels for a value-added product may be purchased tax-			 
exempt with a Blanket Certificate of Resale.

�� Containers, lids and labels for a value-added product made up of 100 percent farm-raised 			 
ingredients (except for water, salt, sugar, pectin and preservatives) may be purchased 			 
tax-exempt with an Agricultural Sales and Use Tax Certificate of Exemption.

�� In general, sales tax is due on admission charges for agritourism attractions. If an activity is 			 
solely educational, the admission charge is not subject to sales tax.

Farmers with questions about specific situations are encouraged to contact the Tennessee Department of 
Revenue at 800-342-1003.

 

Summary
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Appendix A

Statute Language for Tennessee Code Annotated,  
Section 67-6-301  67-6-301. Agricultural products. 

(a)  (1) The gross proceeds derived from the sale in this state of livestock, nursery stock, poultry 	 and 
other farm or nursery products, in any calendar year, directly from a farmer or nurseryman, are 
exempt from the tax levied by this chapter, if fifty percent (50%) or more of such products are grown 
or produced in the calendar year by such farmer or nurseryman. If less than fifty percent (50%) of 
such products in any calendar year are grown or produced by the farmer or nurseryman, then only 
the gross proceeds of the sale in this state of the products actually grown or produced by such farmer 
or nurseryman shall be exempt from the tax levied by this chapter. When sales of livestock, nursery 
stock, poultry, or other farm or nursery products are made to consumers, other than as provided 
herein, they are not exempt from the tax imposed by this chapter.

	 (2) As used in subdivision (a)(1), unless the context otherwise requires, “sale directly from a farmer 
or nurseryman,” includes, but is not limited to, the sale of farm or nursery products directly from a 
farmer to a consumer via an online nonprofit farmers’ market; provided, that:

		  (A) An amount equal to the consumer’s full purchase price is transmitted by the 			 
	 consumer or the online farmers’ market to the farmer; and

		  (B) The cooperative or other organizing body of the online farmers’ market levies 			 
	 no fee or other charge for facilitating the sales other than virtual booth rental fees 				  
periodically assessed to participating farmers in order to pay the actual costs 				  
incurred by the cooperative or organizing body in operating the online 	  				  
farmers’ market.

(b) 	 It is specifically provided that the use tax, as defined herein, shall not apply to livestock and 
livestock products, to poultry and poultry products, to farm, nursery and agricultural products, 
when produced by the farmer or nurseryman and used by the nurseryman and members of the 
nurseryman’s family.

(c)  (1) Each and every agricultural commodity sold by any person, other than a producer, to any other 
person, who purchases not for direct consumption, but for the purpose of acquiring raw products for 
use or for sale in the process of preparing, finishing, or manufacturing such agricultural commodity 
for the ultimate retail consumer trade, shall be and is exempt from any and all provisions of this 
chapter, including payment of the tax applicable to the sale, storage, use, transfer, or any other 
utilization or handling thereof, except when such agricultural commodity is actually sold as a 
marketable or finished product to the ultimate consumer, and in no case shall more than one (1) tax 
be exacted.

	 (2) “Agricultural commodity,” for purposes of this section, means horticultural, poultry, and farm 
products, livestock and livestock products, and harvested trees.
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Appendix B

When Does a Farm Product Lose its Tax-Exempt Status?

The sale of a farm product by the farmer who raised it is exempt from sales tax in Tennessee. If the 
product is sold by the farmer who raised it to another farmer, the product may be sold one more time 
exempt from sales tax if farm products raised by the reselling farmer make up at least 50 percent of the 
reselling farmer’s total farm product sales. If the farm product is sold outside of these parameters, it loses 
its tax-exempt status. This scenario may be illustrated as follows:
	

Farmer A raises apples and sells them to Farmer B tax-exempt.

Farmer B raises peaches and sells the raised peaches and the apples purchased from Farmer A. 

As long as Farmer B’s sales of the farm products he raised (peaches) are at least 50 percent of his total 
farm product sales (peaches and apples), Farmer B can sell the apples that were purchased for resale (from 
Farmer A) tax-exempt. If Farmer B’s sales of his raised farm products drop below 50 percent of his total 
farm product sales, then Farmer B’s sales of purchased apples to customers at the farmers market become 
subject to sales tax.

Farmer B may resell some of the apples that were purchased from Farmer A to Farmer C. When Farmer C 
sells the apples to customers at his farm stand, the sale of the apples is subject to sales tax because Farmer 
C did not purchase them from the farmer who raised them.

A value-added farm product may be sold tax-exempt as long as it is sold by the farmer who raised it and 
as long as the farm product retains its character as a “product of the farm sold by the farmer.” A farm 
product may be preserved and still meet this definition. Ingredients that may be added in the preserving 
process are water, sugar, salt, pectin and preservatives. If other ingredients or products not raised by the 
farmer are incorporated, the product no longer retains its character as a product of the farm sold by the 
farmer and is subject to sales tax.

For example, a farmer who raises apples can sell fresh or dried apples tax-exempt. However, if the apples 
are combined with flour/pastry (ingredients other than water, sugar, salt, pectin and preservatives) and 
sold as an apple pie, the apples cease to retain their character as products of the farm sold by the farmer 
and the sale of the apple pie is not tax-exempt.

Farmer A
Farmer B

Farmer CFarmer B
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Appendix C

Local Sales Tax Rates

http://www.tn.gov/revenue/pubs/taxlist.pdf
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Appendix D

Description of Food and Food Ingredients, Candy, Dietary Supplements, Meal Substitutes and 
Prepared Food

Taken From Sales and Use Tax Guide:

Food and Food Ingredients

The following items meet the requirements to be considered food and food ingredients and are subject to 
the 5 percent State sales and use tax rate, if not prepared by the seller. This list is not all-inclusive.

Baking powder, baking soda, bread, cakes and pies, cereal, chip dip, chips, cocoa and beverage powders 
other than dietary supplements, coffee, condiments, cookies, cooking oil, dairy products, fruit (fresh or 
dried), eggs, fish and meats, flour, frozen meals, fruit juices, gelatin, gravies and sauces, herbs and spices, 
ice cream, sherbet, frozen yogurt, ice, margarine and shortening, nuts, popcorn, poultry, pumpkins, 
raisins, relishes, salad dressing, salt and pepper, soft drinks, sugar, sweeteners, vegetables, tea and water.

The following is a partial list of items that are not considered food or food ingredients and are taxed at 
the 7.0 percent State sales and use tax rate. This list is not all-inclusive.
Baking chips, baking bars, candy-coated items, beer, alcoholic beverages, breath mints, cake decorations, 
cigarettes and other tobacco items, cough drops and lozenges, dried fruit with sweeteners, gum, herbal 
supplements, honey-roasted or coated nuts, marshmallows, party trays, vitamins and minerals.

Candy

Examples of items that are considered to be candy (the list is not all-inclusive) are breath mints, candy 
bars, chocolate chips, fruit roll-ups, marshmallows, caramel corn, caramel apples, chocolate- or carob-
covered raisins or nuts, sweet or semi-sweet cooking bars or chips, gum, honey-roasted or beer nuts, trail 
mix that includes candy, peanut brittle, sugarless candy and yogurt-covered raisins or nuts. 

Dietary Supplements

To be considered a “dietary supplement,” a substance must meet all of the following criteria:

Contain one or more of the following dietary ingredients: a vitamin; a mineral; an herb or 
other botanical; an amino acid; a dietary substance for use by humans to supplement the diet 
by increasing the total dietary intake; or a concentrate, metabolite, constituent, extract or 
combination of the ingredients listed;

Be intended for ingestion as a tablet, capsule, powder, softgel, gelcap or liquid form (if it is not 
intended for ingestion in one of these forms, it is not represented as conventional food and is not 
represented to be the sole item of a meal or diet) and
Be labeled as a dietary supplement, identifiable by the “Supplement Facts” box found on the label 
and required by federal regulations. Any item that is required to have a “Supplement Facts” label 
is taxable at the full 7.0 percent State sales and use tax rate plus the applicable local rate.
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Dietary supplements include amino acids, antioxidants, bee pollen, enzymes, garlic capsules, ginseng, 
herbal supplements, immune supports, lecithin, metabolic supplements, vitamins and minerals and zinc 
lozenges. This list is not all-inclusive.

Meal Substitutes

Meal substitutes are taxable at the 5 percent State sales and use tax rate and applicable local rate. Meal 
substitutes are labeled with “Nutrition Facts” and include unsweetened breakfast bars or those containing 
flour, unsweetened dried fruit snacks, drinks such as Ensure or Boost, Pop-tarts and soup mixes. This list 
is also not all-inclusive.

Prepared Food

“Prepared food” means food that is sold in a heated state or that is heated by the seller; food where two 
or more food ingredients are mixed or combined by the seller for sale as a single item; or food sold with 
eating utensils, provided by the seller, such as plates, knives, forks, spoons, glasses, cups, napkins or straws. 
The seller may prepare the item where the food is sold or at another location.

Food that is only repackaged, pasteurized or sliced by the seller is not considered to be prepared food. 
Serving size or quantity does not affect the taxability of a food item. 

Food ingredients mixed or combined by the seller that contain raw animal foods requiring cooking by the 
consumer are not considered prepared food. Examples include: marinated raw meats, uncooked meatloaf, 
marinated raw seafood, combined raw meats and cookie dough containing raw eggs.

The term “seller” means the legal entity that sells the product at retail. If the seller prepares and sells the 
food item, the item is taxed at the 7.0 percent State sales and use tax rate plus the local option rate. If 
the seller contracts with another legal entity to prepare the food, the food is not prepared by the seller 
and is taxed at the 5 percent State sales and use tax rate plus the local option rate, unless the legal entity 
preparing the food is an agent of the seller.

Examples of prepared food items taxable at the 7.0 percent State sales and use tax rate plus local rate are 
any food items sold in a heated state, if prepared by the seller; bakery goods made by the seller; cold or 
frozen meals and soups that are ready to heat and eat; fruit trays, coffee or tea prepared by the seller; ice 
cream in cones, sundaes or such preparations; party trays; ready-to-eat meats, poultry or fish (cooked, 
smoked or dried such as summer sausage, beef or venison sticks and smoked fish); rotisserie chicken; 
salad greens mixed by the seller; salads and other deli dishes; sandwiches; soups, casseroles or meals sold 
warm and ready to eat; warmed or honey-roasted nuts.
Food that is not prepared by the seller, but is sold with eating utensils provided by the seller, is prepared 
food and is taxable at the 7.0 percent State sales and use tax rate plus the local rate. Eating utensils 
include, but are not limited to, plates, knives, forks, spoons, glasses, napkins, cups and straws. A plate 
does not include a container or packaging used to transport the food. An example is a container or tray 
that is packaging for a frozen dinner and also serves as a plate. 
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Box lunches with straws, napkins, plastic forks and other utensils are considered prepared food. If the 
manufacturer, rather than the seller, provides an eating utensil with the food, that food is not considered 
prepared food and is taxable at the 5 percent State sales and use tax rate plus the applicable local rate. For 
example, a box of crackers with cheese spread that comes with a plastic spreader is subject to the 5 percent 
State sales and use tax plus the applicable local tax because the spreader is not provided by the seller.

Eating utensils other than plates, bowls, glasses or cups necessary for the purchaser to receive the product 
are “provided by the seller” if the seller’s practice is to: (1) physically give or hand the utensils to the 
purchaser, or (2) make the utensils, such as napkins or straws, available out on counters and the seller’s 
percentage of food that is otherwise considered prepared food is greater than 75 percent of all food sales.



HUSBAND/WIFE OWNERSHIP

____ FRANCHISE AND
              EXCISE TAXES

WILL YOU BE COLLECTING OVER
$200 PER MONTH IN SALES TAX?

**The local county clerk and designated municipal business tax official in your area also have business tax registration forms.

APPLICATION FOR REGISTRATION

ANSWER ALL QUESTIONS COMPLETELY.  INCOMPLETE AND UNSIGNED APPLICATIONS WILL DELAY PROCESSING.   FOR ASSISTANCE YOU MAY
CONTACT ANY OF THE TAXPAYER SERVICES OFFICES LISTED ON THE BACK.

1.  CHECK ANY OF THE FOLLOWING TAX, PERMIT, OR FEE REQUIREMENTS FOR WHICH YOUR BUSINESS IS LIABLE:

*ALCOHOLIC BEVERAGE
  TAXES:

____ Brand Registration
____ Liquor By The Drink
____ Wholesale Beer
____ Wholesale Gallonage GROSS RECEIPTS TAXES:

____   Bottlers
____ Mixing Bar
____ Gas, Water, Electric Power

               & Light
____ *PETROLEUM TAXES

____ Auto Rental Surcharge
____ Bail Bondsmen
____ Litigation Tax
____ Professional Privilege Tax

____ SALES AND USE TAX

 SEVERANCE TAXES:

____ Coal
____ Crude Oil/Natural Gas
____ Mineral

 SOLID WASTE TAXES:
____ Tire
____ Used Oil

____ TOBACCO TAX

*Requires Bond. TYPE OF BOND:  1. SURETY  2. CASH  3. CERTIFICATE OF DEPOSIT

2.  REASON FOR APPLYING:
1. New business

3. Purchase of existing business
2. Additional location

WILL YOUR GROSS SALES EXCEED $4,800 PER YEAR?
WILL YOUR TAXABLE SERVICES EXCEED $1,200 PER YEAR?
DO YOU HAVE SUPPLIERS (IN-STATE OR OUT-OF-STATE) WHO DO NOT COLLECT TN. SALES TAX?
IF ALL THREE OF THE ABOVE ARE "NO", YOU DO NOT NEED A SALES TAX #.

3. YES NO
YES NO
YES NO

4a. DATE BUSINESS BEGAN IN TENNESSEE AT THIS
         LOCATION

5.

YES NO

6. HOW MANY MONTHS OF THE YEAR WILL YOU
HAVE SALES AND/OR USE TAX TO REPORT?

7. BUSINESS NAME AND EXACT LOCATION
BUSINESS NAME (ATTACH LIST IF NECESSARY FOR ADDITIONAL LOCATIONS)

STREET, HIGHWAY (DO NOT USE P.O. BOX NUMBER OR RURAL ROUTE NUMBER)

CITY STATE ZIP CODE COUNTY

8. BUSINESS MAILING ADDRESS
NAME (ENTER CORPORATION NAME, IF APPLICABLE)

P.O. BOX, STREET, ROUTE, OR HIGHWAY

CITY STATE ZIP CODE

9. IS THIS BUSINESS LOCATED INSIDE ANY TENNESSEE
CITY LIMITS? YES NO

IF YES, WHAT CITY?

10. RECORD STORAGE ADDRESS:
STREET, HIGHWAY (DO NOT USE P.O. BOX NUMBER)

CITY STATE ZIP CODE

11. BUSINESS TELEPHONE #

(          )

AREA CODE

FAX #

ENTER YOUR FEDERAL EMPLOYER'S IDENTIFICATION #12. APPLIED FOR
NOT REQUIRED

14. TYPE OF OWNERSHIP:

PROPRIETORSHIP

CORPORATION

CURRENT OR PRIOR TAX NUMBER15.
(SALES TAX, ETC.)

TAX TYPE

16. DESCRIBE THE BUSINESS ACTIVITY AT THIS LOCATION, STATING THE MAJOR PRODUCTS AND/OR SERVICES SOLD.

 PARTNERSHIP LIMITED PARTNERSHIP

LIMITED LIABILITY COMPANY PROFESSIONAL LIMITED LIABILITY COMPANY

OTHERPROFESSIONAL CORPORATION

NAME OF CORPORATION SEC. OF STATE #

ACCOUNT NO.
/

4b. FISCAL YR. END /
MO DAY

S CORPORATION

RV-F1300501

____   WINE DIRECT
                SHIPPER

INTERNET (10-11)

 PRIVILEGE TAXES:

13a. BUSINESS CONTACT PERSON: E-MAIL ADDRESS:13b.

TENNESSEE DEPARTMENT OF REVENUE

TAXES

**BUSINESS TAX

____  Classification 1
____  Classification 2

  ____   Classification 3
  ____   Classification 4
  ____   Classification 5

(Note:  If you ever have a sale for which you ship or deliver merchandise, do not check “Yes.”)
A. Are your sales 100% over-the-counter sales? ______ Yes ______ No

B. If not 100% over-the-counter sales, how many cities or counties in Tennessee, other than the location of your business do you ship or deliver
merchandise to in an average month? _______________________

Beer Barrelage

Winery Tax

____ Series LLC (See
              Instructions)
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Streamlined Sales and Use Tax 
Certificate of Exemption 

This is a multistate form. Not all states allow all exemptions listed on this form. Purchasers are responsible for 
knowing if they qualify to claim exemption from tax in the state that would otherwise be due tax on this sale. The 
seller may be required to provide this exemption certificate (or the data elements required on the form) to a state 
that would otherwise be due tax on this sale. 

The purchaser will be held liable for any tax and interest, and possibly civil and criminal penalties imposed by the 
member state, if the purchaser is not eligible to claim this exemption. A seller may not accept a certificate of 
exemption for an entity-based exemption on a sale made at a location operated by the seller within the designated 
state if the state does not allow such an entity-based exemption. 

1. Check if you are attaching the Multistate Supplemental form. 

If not, enter the two-letter postal abbreviation for the state under whose laws you are claiming exemption. 

2. Check if this certificate is for a single purchase and enter the related invoice/purchase order #____       __. 

3. Please Print:________________________________________________________  _________        _____
Name of Purchaser 

__________________________________________________________________  _ ____       ____
Business Address                                             City                                               State                       Zip Code 

Purchaser’s Tax ID Number State of Issue Country of Issue 

If no Tax ID Number:  

Enter one of the 
following: 

1) FEIN 2) Driver’s License Number or 
State Issued ID Number 

State  No.  

3) Foreign Diplomat Number 

Please Print:             
Name of seller from whom you are purchasing, leasing or renting 

               
Seller’s address                                        City                                               State                          Zip code 

4. Type of business. Circle the number that describes your business 

01 Accommodation and food services 11 Transportation and warehousing
02 Agricultural, forestry, fishing, hunting 12 Utilities
03 Construction 13 Wholesale trade
04 Finance and insurance 14 Business services
05 Information, publishing and communications 15 Professional services
06 Manufacturing 16 Education and health-care services
07 Mining 17 Nonprofit organization
08 Real estate 18 Government
09 Rental and leasing 19 Not a business
10 Retail trade 20 Other (explain)__________________________

5. Reason for exemption. Circle the letter that identifies the reason for the exemption.

A Federal government(department)   H Agricultural production #    
B State or local government (name)   I Industrial production/manufacturing #  
C Tribal government (name)    J Direct pay permit #    
D Foreign diplomat #    K Direct mail #     
E Charitable organization #    L Other (explain)     
F Religious or educational organization  
G Resale         

6. Sign here. I declare that the information on this certificate is correct and complete to the best of my knowledge and belief. 

______________________________________________________________________________________________  
Signature of Authorized Purchaser                              Print Name                                     Title                               Date 

SSTGB Form F0003   Exemption Certificate 
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TENNESSEE DEPARTMENT OF REVENUE
APPLICATION FOR REGISTRATION

AGRICULTURAL SALES AND USE TAX CERTIFICATE OF EXEMPTION

Instructions:  This application for registration is to be used to obtain a Tennnessee agriculturalsales or use tax exemption certificate.
This certificate must be used to make qualified agricultural purchases exempt from sales and use tax.  You must complete the front
of this application andsubmit with copies of any requested documents.

1.  REASON FOR APPLICATION

New Registration

Registration Renewal

2.  TYPE ENTITY - Check one 3.  LEGAL NAME AND ADDRESS

4.  PRIMARY MAILING ADDRESS
Name:

Street:

City, State, Zip:

5.  PHONE NUMBER AND EMAIL ADDRESS
Phone Number:

Fax:

E-mail  Address:

6.  PRIMARY SSN:

FEIN (IF APPLICABLE):

9.  Applicant must meet at least one of the following criteria for agricultural exemption.  (Check all boxes that apply.)

The owner or lessee of agricultural land from which $1,000 or more of agricultural products were produced or sold during the
year, including payments from government sources.  (Provide proof of government payments and/or copies of tax returns
reflecting income information.)
In the business of providing for-hire custom agricultural services for the plowing, planting, harvesting, growing, raising, or
processing of agricultural products or for the maintenance of agricultural land. (Provide copies of Form 1099.)

The owner of land that qualifies for taxation under the provisions of the Agricultural Forest and Open Space Land Act of 1976,
compiled in Tenn. Code Ann. Title 67, Chapter 5, Part 10.  (Provide copy of qualification of land under this provision.)

Have a federal income tax return that contains one or more of the following:

Business activity on IRS Schedule F (Profit or Loss From Farming) (Provide copy of Schedule F), and/or

Farm rental activity on IRS Form 4835 (Farm Rental Income and Expenses) or Schedule E (Supplemental Income and
Loss) (Provide copy of Form 4835 or Schedule E)

Otherwise establish to the satisfaction of the Commissioner of Revenue that you are actively engaged in the business of raising,
harvesting or otherwise producing agricultural commodities as defined in Tenn. Code Ann. Section 67-6-301(c)(2).
(Provide a written statement detailing why you should qualify for the agricultural exemptions if you do not meet one of the other
criteria.)

10.  I declare that the information on this application
is correct and complete to the best of my knowledge
and belief.

Print Name:

Sign Here:

Date:

RV-F1308401

DEPARTMENT USE ONLY

7.  TYPE OF OWNERSHIP:
PARTNERSHIP

PROFESSIONAL LIMITED
LIABILITY COMPANY
S CORPORATION

PROPRIETORSHIP
LIMITED PARTNERSHIP

OTHER PROFESSIONAL
CORPORATION

HUSBAND/WIFE OWNERSHIP
LIMITED LIABILITY COMPANY

CORPORATION

8.  NAME OF BUSINESS SEC. OF STATE #

Farmer

Timber Harvester

INTERNET 9-12

Name:

Street:

City, State, Zip:Nursery Operator

Instructions Print Reset
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SALES AND USE TAX APPLICATION TO FARMING, TIMBER HARVESTING, NURSERY OPERATIONS, AND AGRITOURISM 
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