NOTICE OF INTENT

Department of Revenue
Policy Services Division

Corporation Income Tax (LAC 61:1.1115-1189)

Under the authority of R.S. 47:287.2-287.785 and R.S.
47:1511 and in accordance with the provisions of the
Administrative Procedure Act, R.S. 49:950 et seq., the
Department of Revenue, Policy Services Division, proposes
to repromulgate LAC 61:1.1115-1189.

Louisiana Administrative Code 61:1.1115-1189 are being
repromulgated to reaffirm the Secretary of Revenue's
rulemaking authority. In Collector of Revenue v. Mossler
Acceptance Co., 139 So.2d 263 (La.App. 1% Cir. 1962), the
First Circuit held that regulations defining the terms used in
the tax statutes went beyond the secretary’s authority in R.S.
47:1511 to promulgate rules regarding "the proper
administration and enforcement" of the tax statutes. Since
the Mossler decision, R.S. 47:1511 was amended removing
the language that the First Circuit determined was a
limitation on the secretary's rulemaking authority. Although
no taxpayer has relied on Mossler to refute the secretary's
rulemaking authority, repromulgation of Sections 1115-1189
will reaffirm the secretary's authority.

Title 61
REVENUE AND TAXATION
Part I. Taxes Collected and Administered by the
Secretary of Revenue
Chapter 11.  Income: Corporation Income Tax
§1115. Modifications to Deductions from Gross Income
Allowed by Federal Law

A. Dividends Received by a Corporation. R.S.
47:287.73(C)(1) allows a deduction for dividends received
by one corporation from another to the extent that the
income from which the dividends are paid has been earned
from Louisiana sources and has borne Louisiana income tax.
The amount of the income from which the dividends are
paid that has borne Louisiana income tax shall be
determined by relating the Louisiana net taxable income to
the total book net income of the declaring corporation, less
adjustments.

B. Example. During the calendar year 1986, ABC Inc., a
Louisiana corporation, derived a total Louisiana net taxable
income of $10,000 and $10,000 of net income from Texas.
The depreciation expense deducted on the tax return exceeds
depreciation expense deducted on the books by $10,000. The
depletion expense deducted on the tax return exceeds
depletion expense deducted on the books by $10,000 which
is a noncompensating difference. The total net income
determined from the books of the corporation is $60,000.
The book income includes $20,000 of interest on U.S.
obligations that is not included in taxable income. On
January 7, 1987, the corporation paid a dividend of $30,000.
The allowable deduction to recipient corporations is
computed as follows:

Per Louisiana

Per Income Tax

Ttems Books Return
Net Income $60,000 $10,000
Less:  Excess of tax depreciation $10,000

over book depreciation

Adjusted Net Income $50,000 $10,000
Ratio 20%
Dividend Paid $30,000
Allowable Deduction $6,000

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.73.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:95 (February
1988), repromulgated by the Policy Services Division, LR 30:
§1122. Taxes Not Deductible

A. General. R.S. 47:287.83 provides that federal income
tax levied on net income upon which no Louisiana income
tax has been incurred, or upon which, for any reason
whatsoever, no Louisiana income tax will be paid, is not
deductible.

B. Federal Alternative Minimum Tax

1. Federal alternative minimum tax attributable to tax
preferenced items such as, but not limited to, accelerated
depreciation, depletion, and intangible drilling and
development cost, is not deductible. The nondeductible
portion of federal alternative minimum tax after credits is the
excess of the total federal alternative minimum tax after
credits over the deductible portion of federal alternative
minimum tax attributed to Louisiana net income.

2. Federal alternative minimum tax on federal
alternative minimum taxable net income from sources other
than tax preferenced items is deductible to the extent the
alternative minimum taxable net income is taxed by
Louisiana. The deductible portion of federal alternative
minimum tax attributable to Louisiana apportionable and
allocable net income, which is taxed at alternative minimum
taxable income rates, is the result obtained by multiplying
the federal alternative minimum tax after credits by a
fraction, the numerator of which is Louisiana apportionable
and allocable net income which is taxed at alternative
minimum taxable net income rates and the denominator of
which is the excess of federal alternative minimum taxable
income over regular federal taxable income. The
determination of the amount of deductible and nondeductible
federal alternative minimum tax is illustrated by the
following example.

C. Example. The ABC Corporation earns 100 percent of
its net income in Louisiana. The ABC Corporation is on a
fiscal year beginning July 1, 1987 and ending June 30, 1988.
ABC's regular federal taxable income for fiscal year ending
June 30, 1988, was $200,000 and regular federal income tax
was $56,250. Book net income before federal income tax
was $450,000. Of the total difference between book and tax
net income, $150,000 was due to the tax preferenced item,
excess tax depreciation expense over book depreciation
expense, and $100,000 was due to interest income earned on
municipal bonds exempt from regular federal income tax,
but not from Louisiana income tax. Louisiana apportionable
and allocable net income before the federal income tax
deduction is $300,000.
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Computation of Alternative Minimum Taxable Income

1. Regular federal taxable income 200,000
2. Income from tax preferenced items (excess tax

depreciation over book depreciation expense) 150,000
3. Book income adjustment (interest on municipal bonds

issued by a state or its political subdivisions other than

Louisiana: 100,000 multiplied by 50%)
4. Alternative minimum taxable income

(AMTI, the sum of lines 1, 2 and 3) 400,000

Computation of Alternative Minimum Tax

5. Alternative minimum taxable income

(ATMI from line 4) $ 400,000
6. Less exemption $ -0-
7. AMTI after exemption $ 400,000
8. Federal alternative minimum tax rate $ 20%
9. Tentative alternative minimum tax rate

(line 7 multiplied by line 8) $ 80,000
10. Less credits $ -0-
11. Less regular federal income tax (after credits) 56,250
12. Alternative minimum tax

(AMT line 9 minus line 11) $ 23,750

Computation of Alternative Minimum Tax Attributable to
Louisiana Net Income Which is Taxed at AMTI Rates

13. Louisiana allocable and apportionable net income $ 300,000

14. Less:

a. Louisiana net income which is taxed at federal

ordinary and alternative capital gain tax rates $200,000

b. Louisiana net income which is not taxed by federal

(interest on municipal bonds $100,000 multiplied by

50%) $50,000 $
15. Louisiana net income which is taxed at AMTI rates

(line 13 minus line 14) $ 50,000

250,000

E. Examples:

16. Excess of AMTI over regular federal taxable income

($400,000 minus $200,000) $ 200,000
17. Ratio (Louisiana net income which is taxed at AMTI

rates over the excess of AMTI over regular federal

taxable income, line 15 divided by line 16) $ 25%
18. AMT (from line 12) $ 23750
19. AMT deductible (the amount attributable to Louisiana

net income which is taxed at AMTI rates, line 18

multiplied by line 17) $ 5,938
20. AMT not deductible (line 18 minus line 19) $ 17,812

D. Net Operating Loss Carryback. Federal income tax
deducted from Louisiana net income in taxable periods to
which a net operating loss is carried back shall be computed
to determine the amount of federal income tax attributable to
net income which is taxed by the federal but which is not
taxed by Louisiana as a result of a net operating loss
carryback. Federal income tax attributable to net income
which is not taxed by Louisiana as a result of a net operating
loss carryback is the excess of allowable federal income tax
deducted from Louisiana net income before the net operating
loss carryback over the allowable deduction after the net
operating loss carryback. The federal income tax attributable
to net income which is not taxed by Louisiana shall be
treated as a reduction to the net operating loss deduction. If
the amount of the federal income tax attributable to the net
income which is not taxed by Louisiana exceeds the
Louisiana net operating loss deduction, such excess shall be
treated as income in the year of the transaction that gave rise
to the excess. These principles are illustrated in the
following examples.

Example 1

The ABC Corporation does not include its net income in a consolidated federal income return as provided by Section 1501 of
the Internal Revenue Code. ABC files state and federal income tax returns on a calendar year basis. ABC Corporation's net income
and other financial information used to file state and federal income tax returns for the four-year period ending December 31,

1987, include the following.

Taxable Periods 1984 1985 1986 1987
Federal net income or (loss) $ 2,000,000 | $ 4,000,000 [ $ 5,000,000 $ 600,000
Louisiana net income or (loss) 1,200,000 1,800,000 3,000,000 (1,000,000)
Federal income tax 800,000 1,600,000 2,000,000 240,000
Federal income tax deducted from Louisiana net income 467,280 706,240 1,171,200 -0-
State income tax deducted from federal net income but not Louisiana net income 57,500 86,000 144,000 -0-
Income tax apportionment ratio 55% 40% 50% 50%
Louisiana taxable income 732,720 1,093,760 1,828,800 -0-

ABC Corporation elects to carry their 1987 Louisiana net operating loss back to 1984 pursuant to R.S. 47:287.86. Federal
income tax attributable to net income which is not taxed by Louisiana as a result of the net operating loss carryback is computed as

follows.

1. Louisiana net income, 1984 $ 1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana $57,500
Multiplied by the income tax apportionment ratio 55%
Balance $31,625
Louisiana net operating loss, 1987 $1,000,000
Adjustment $ 1,031,625
3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) $ 168,375
4. Federal net income, 1984 $ 2,000,000
5. Ratio (line 3 divided by line 4) 8.4188%
6. Federal income tax, 1984 $ 800,000
7. Allowable federal income tax deduction after the Louisiana net operating loss carryback

(line 6 multiplied by line 5) $ 67,350
8. Federal income tax deducted from Louisiana net income before the net operating loss carryback $ 467,280
9. Federal income tax attributable to net income which is not taxed by Louisiana (line 8§ minus line 7) $ 399,930




10. Louisiana net operating loss before deduction for federal income tax attributable to net income which is not

taxed by Louisiana $ 1,000,000
11. Federal income tax attributable to net income which is not taxed by Louisiana (from line 9) $ 399,930
12. Louisiana net operating loss after deduction for federal income tax attributable to net income which is not

taxed by Louisiana (line 10 minus line 11) $ 600,070

Example 2

Assume the same facts in Example 1 except that the ABC Corporation sustained a $2,000,000 federal net operating loss in 1987

and elects to carry the federal loss back to 1984. Federal income tax after the net operating loss carryback is zero.

1. Louisiana net income, 1984 $ 1,200,000

2. Less: State income tax deduction allowed by the federal but not Louisiana $57,500

Multiplied by the income tax apportionment ratio 55%

Balance $31,625

Louisiana net operating loss, 1987 $1,000,000

Adjustment $ 1,031,625

3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) $ 168,375

4.  Federal net income, 1984 $ 2,000,000

5. Federal net operating loss carryback from 1987 $1 (2,000,000)

6.  Federal net income after federal net operating loss carryback from 1987 (line 4 minus line 5) -0-

7. Ratio (line 3 divided by line 6) -0-

8.  Federal income tax after the federal net operating loss carryback -0-

9. Allowable federal income tax deduction after the net operating loss carryback -0-

(line 8 multiplied by line 7)

10. Federal income tax deducted from Louisiana net income before the net operating loss carryback $ 467,280

11. Federal income tax attributable to net income which is not taxed by Louisiana $ 467,280
(line 10 minus line 9)

12. Louisiana net operating loss before deduction for federal income tax attributable to net income $ 1,000,000
which is not taxed by Louisiana

13. Federal income tax attributable to net income which is not taxed by Louisiana (from line 11) $ 467,280

14. Louisiana net operating loss after deduction for federal income tax attributable to net income $ 532,720
which is not taxed by Louisiana (line 12 minus line 13)

Example 3
Assume the same facts in Examples 1 and 2 except that the Louisiana and federal net operating losses in 1987 are $350,000 and
$1,800,000 respectively. Federal income tax after the net operating loss carryback is $80,000.

1.  Louisiana net income, 1984 $ 1,200,000

2. Less: State income tax deduction allowed by the federal but not Louisiana $57,500

Multiplied by the income tax apportionment ratio 55%

Balance $31,625

Louisiana net operating loss, 1987 $350,000

Adjustment $ 381,625

3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) $ 818,375

4.  Federal net income, 1984 $ 2,000,000

5. Federal net operating loss carryback from 1987 $  (1,800,000)

6.  Federal net income after federal net operating loss carryback from 1987 (line 4 minus line 5) $ 200,000

7. Ratio (line 3 divided by line 6) 100%

8. Federal income tax after the federal net operating loss carryback $ 80,000

9.  Allowable federal income tax deduction after the net operating loss carryback (line 8 times line 7) $ 80,000

10. Federal income tax deducted from Louisiana net income before the net operating loss carryback $ 467,280

11. Federal income tax attributable to net income which is not taxed by Louisiana, 1984 $ 387,280
(line 10 minus line 9)

12. Louisiana net operating loss before deduction for federal income tax attributable to net income $ 350,000
which is not taxed by Louisiana

13.  Federal income tax attributable to net income which is not taxed by Louisiana (from line 11) $ 387,280

14. Louisiana net operating loss after deduction for the amount of federal income tax attributable to net -0-
income which is not taxed by Louisiana (line 12 minus line 13)

15. Additional Louisiana taxable income for 1987 due to excess of federal income tax attributable to net $ 37,280
income which is not taxed by Louisiana over the Louisiana net operating loss (line 13 minus line 12)

F. Definitions. For the purposes of this Section,
alternative minimum tax, regular federal income tax,

§1123. Federal Income Tax Deduction
A. General. R.S. 47:287.85(C) permits corporations to

alternative tax on capital gains, and regular tax on ordinary
net income are defined as provided in §1123.F.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.83.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:96 (February
1988), repromulgated by the Policy Services Division, LR 30:

claim as a deduction in computing net income that portion of
the federal income tax levied with respect to the Louisiana
net income, which is applicable to the year for which the
Louisiana return is filed, regardless of the method of
accounting utilized (cash, accrual, etc.). For determination of
the deductible amount of federal alternative minimum tax
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attributable to Louisiana net income, refer to §1122. When a
corporation includes its net income in a consolidated federal
income tax return, total federal income tax for the purpose of
this Section shall be the amount determined pursuant to
§1123.E.

B. Computations. The deductible portion of the federal
income tax, the tax attributable to Louisiana income, is the
sum of the amounts determined in §1123.B.1 and 2.

1. The deductible portion of federal income tax
attributable to Louisiana apportionable and allocable net
income which is taxed at alternative capital gain rates is the
result obtained by multiplying the federal income tax which
is calculated at alternative capital gain rates by a fraction, the
numerator of which is Louisiana apportionable and allocable
net income which is taxed at alternative capital gain rates
and the denominator of which is federal net income which is
taxed at alternative capital gain rates.

2. The deductible portion of federal income tax
attributable to Louisiana apportionable and allocable net
income, less adjustment for the net operating loss deduction
if applicable, which is taxed at ordinary rates, is the result
obtained by multiplying the federal income tax which is
calculated at ordinary rates by a fraction, the numerator of
which is Louisiana apportionable and allocable net income,
less adjustment for the net operating loss deduction if
applicable, which is taxed at ordinary rates and the
denominator of which is federal net income which is taxed at
ordinary rates.

C. Numerator. The numerator to be used in §1123.B shall
be determined as set forth in §1123.C.1 and 2.

1. The numerator in the case of Louisiana net income
which is taxed by federal at alternative capital gain rates is
the sum of:

a. the amount of net apportionable and net allocable
income, subject to tax at alternative capital gain rates for
federal income tax purposes, apportioned and allocated to
Louisiana;

b. any compensating item of income attributable to
Louisiana and which is taxed by federal at alternative capital
gain rates but which is not taxed by Louisiana; and

c. any compensating loss item of income, of a
character which would be allowable by federal in arriving at
income which is taxed at alternative capital gain rates,
attributed to and allowed by Louisiana but not allowed by
federal, reduced by the sum of:

d. any compensating item of income, of a character
which would be subject to tax by federal at alternative
capital gain rates, attributed to and taxed by Louisiana but
which is not taxed by federal;

e. any compensating loss item of income
attributable to Louisiana and allowed by federal in arriving
at income which is taxed at alternative capital gain rates but
not allowed by Louisiana; and

f. any excess of the sum of:

i. any noncompensating loss item of income
attributable to Louisiana and allowed by federal in arriving
at income which is taxed at alternative capital gain rates, but
not allowed by Louisiana; and

ii. any noncompensating item of income, of a
character which would be subject to tax by federal at
alternative capital gain rates, attributed to and taxed by
Louisiana but which is not taxed by federal; over

iil. any noncompensating loss item of income, of a
character which would be allowable in arriving at income
which is taxed at alternative capital gain rates by federal,
attributed to and allowed by Louisiana but not allowed by
federal.

2. The numerator in the case of Louisiana net income
which is taxed by federal at ordinary rates is the sum of:

a. the amount of net apportionable and net allocable
income, less adjustment for the net operating loss deduction
if applicable, subject to tax at ordinary rates for federal
income tax purposes, apportioned and allocated to
Louisiana;

b. any compensating item of gross income
attributable to Louisiana and taxed by federal at ordinary
rates but which is not taxed by Louisiana; and

c. any compensating item of deduction, of a
character which would be allowable by federal in arriving at
income which is taxed at ordinary rates, attributed to and
allowed by Louisiana but not allowed by federal, and not
attributable to any item of gross income taxable by
Louisiana but not by federal; reduced by the sum of:

d. any compensating item of gross income, which
would be subject to tax by federal at ordinary rates,
attributed to and taxed by Louisiana but which is not taxed
by federal;

e. any compensating item of deduction attributable
to Louisiana and allowed by federal in arriving at income
which is taxed at ordinary rates but not allowed by
Louisiana;

f. any excess of the sum of:

i. any noncompensating item of deduction
attributable to Louisiana and allowed by federal in arriving
at income which is taxed at ordinary rates, but not allowed
by Louisiana, and not attributable to any item of gross
income taxable by federal but not by Louisiana; and

ii. any noncompensating item of gross income, of
a character which would be subject to tax at ordinary rates,
attributed to and taxed by Louisiana but which is not taxed
by federal; over

ili  any noncompensating item of deduction, which
would be allowable by federal in arriving at income which is
taxed at ordinary rates, attributed to and allowed by
Louisiana but not allowed by federal, and not attributable to
any item of gross income taxable by Louisiana but which is
not by federal.

D. Example. The following example illustrates these
principles. Facts: The income reported and deductions
claimed by ABC, Inc., a Delaware corporation having its
commercial domicile in Louisiana and having several places
of business outside this state, are reflected below. The
difference between the federal depreciation deduction and
the depreciation deducted in arriving at total net income is a
compensating item. One-half of the total royalty income,
depletion, and other expenses related thereto are attributable
to a Louisiana oil property. There are $15,000 in expenses
attributable to the royalty income in addition to the depletion
deduction. The portion of net income from royalties
allocable to Louisiana is $25,000. Of the total profit from the
sale of capital assets, $25,000 is allocable to Louisiana.



Items
Income
Gross profit from sales
Royalties
Interest—Bond, State of Mississippi
Interest—Bond, U.S. Government
Long-term gain from sale of capital assets
Total Income
Deductions
Louisiana income tax
Officers' compensation
Repairs
Interest
Bad debts
Depletion
Depreciation
Contributions
Other deductions
Total deductions
Net Income

Federal income tax—
Ordinary income
Capital gains

Total

1. The taxpayer files on the apportionment basis and the following computation discloses the net allocable and net
apportionable income derived from Louisiana sources.

Total net income

Deduct allocable income
Profit from sale of capital assets
Interest—Bonds, State of Mississippi
Net royalty income

Net income for apportionment

Net income apportioned to Louisiana (20% of $945,000)
Add Louisiana allocable income

Interest

Profit from sale of capital assets

Royalty income
Total Louisiana apportionable and allocable income

2. Computations

Net income apportioned and allocated to Louisiana
Add: Compensating items of income attributable to
Louisiana and taxed by federal but which is not taxed by Louisiana
Compensating items of deduction attributed to Louisiana and allowed by
Louisiana but not allowed by federal depreciation (20% of $10,000)
Total:
Deduct: Compensating items of income attributed to and taxed by Louisiana
but not taxed by federal
Compensating items of deduction attributable to Louisiana and allowed by
federal but not allowed by Louisiana
TOTAL:
Excess of the sum of noncompensating items of deduction attributable to
Louisiana and allowed by federal but not allowed by Louisiana
Louisiana income tax (20% of $10,000)*
Noncompensating items of gross income attributed to and taxed by Louisiana
but which is not taxed by federal
Bond interest—State of Mississippi
Total
Over
Noncompensating items of deduction attributed to and allowed by Louisiana
but not allowed by federal
depletion on oil royalties
Excess
Louisiana net income which is taxed by federal
Federal net income

Ratio
Federal income tax liability
Deductible federal income tax

-------- RETURNS --------

Federal Louisiana

$ 1,400,000 $ 1,400,000

100,000 100,000

-0- 5,000

5,000 -0-

100,000 100,000

$ 1,605,000 $ 1,605,000

10,000 -0-

50,000 50,000

10,000 10,000

15,000 15,000

5,000 5,000

27,500 35,000

25,000 35,000

5,000 5,000

350,000 350,000

$ 497,500 $ 505,000

$ 1,107,500 $ 1,100,000
$518,400
25,000
$543,400

$ 1,100,000
$ 100,000
5,000
50,000 $ 155,000
S __945.000_
$ 189,000
$ 5,000
25,000
25,000 55,000
$ 244,000
Ordinary Rates Alternative Capital
Gains Rates
$ 219,000 $ 25,000
-0- -0-
2,000 -0-
$ 221,000 $ 25,000
-0-
-0- -0-
$ 221,000 $ 25,000
2,000
5,000
7,000
3,750
s 3250 o
$ 217,750 $ 25,000
3 1’007’58 $ 100,000
21.61% 25.00%
$ 518,400 $ 25,000



REVENUE AND TAXATION

21.61% of $518,400
25% of $25,000

Grand Total

* Where the separate method of reporting is used, the entire
amount of Louisiana income tax deducted in the federal
return is attributed to Louisiana under this item.

E. Consolidated Returns. When a corporation includes
its net income in a consolidated federal income tax return,
the portion of the consolidated federal income tax after
credits attributable to such corporation shall consist of the
sum of the amounts determined in §1123.E.1, 2, and 3:

1. the consolidated regular tax on ordinary net income
multiplied by the percentage determined by a fraction, the
numerator of which is regular tax on ordinary net income of
each member of the consolidated group computed on a
separate return basis and the denominator of which is regular
tax of all members of the group so computed; plus

2. the consolidated alternative tax on net capital gains
multiplied by the percentage determined by a fraction, the
numerator of which is alternative tax on net capital gains of
each member of the consolidated group computed on a
separate return basis and the denominator of which is
alternative tax on net capital gains of all members of the
group so computed; plus

3. the consolidated alternative minimum tax
multiplied by the percentage determined by a fraction, the
numerator of which is alternative minimum tax of each
member of the consolidated group computed on a separate
return basis and the denominator of which is alternative
minimum tax of all members of the group so computed.

F. Definitions

Alternative Minimum TaxXthe excess of the federal
tentative minimum tax after credits for the tax year, over the
federal regular tax after credits for the taxable year.

Alternative Tax on Capital GainsXthe net tax liability
imposed by Section 1201(a)(2) of the Internal Revenue Code
on net capital gains, less credits.

Compensating ItemXany difference in any deduction or
item of income for a particular year arising solely by reason
of the fact that the item is accounted for in different periods
for federal and Louisiana income tax purposes. However, if a
larger federal income tax deduction would be allowable were
an item treated as a compensating item than would be
allowable were the item treated as a noncompensating item,
the item is a compensating item only to the extent that it is
equal to the result obtained by multiplying the difference in
the item by a fraction determined as follows:

a. in the case of a deduction:

i. the numerator shall be the excess, if any, of the
amount of the item allowed by federal over the amount
allowed by Louisiana in each prior year in which the federal
allowance exceeded the Louisiana allowance and which has
been taken into consideration fully in determining the
allowable federal income tax deduction for Louisiana
income tax purposes for such prior years, plus the excess, if
any, of the amount of the item to be allowed by federal over
the amount to be allowed by Louisiana in each future year in
which the federal allowance will exceed the Louisiana
allowance and which reasonably can be expected to be taken
into consideration in determining the allowable federal

$ 112,026
$ 6,250
112,026
§ _ 118276

income tax deduction for Louisiana income tax purposes in
such future years;

ii. the denominator shall be the total of all
excesses of the amount of the item allowed by federal over
the amount of the item allowed by Louisiana in each prior
year and of all excesses of the amount of the item to be
allowed by federal over the amount to be allowed by
Louisiana in each future year;

b. in the case of an item of income:

i. the numerator shall be the excess, if any, of the
amount of the item taxed by Louisiana over the amount
taxed by federal in each prior year in which the amount
taxed by Louisiana exceeded the amount taxed by federal
and which has been fully taken into consideration in
determining the allowable federal income tax deduction for
Louisiana income tax purposes for such prior years, plus the
excess, if any, of the amount of the item to be taxed by
Louisiana over the amount to be taxed by federal in each
future year in which the amount to be taxed by Louisiana
will exceed the amount to be taxed by federal and which can
reasonably be expected to be fully taken into consideration
in determining the allowable federal income tax deduction in
such future years for Louisiana income tax purposes;

ii. the denominator shall be the total of all
excesses of the amount of the item taxed by Louisiana over
the amount taxed by federal in each prior year and of all
excesses of the amount of the item to be taxable by
Louisiana over the amount to be taxable by federal in each
future year.

Income TaxedXincome included in taxable income,
regardless of whether tax has been paid thereon.

Item of DeductionXeach individual deduction rather
than each category of deduction, and includes loss items of
gross income. For example, the amount of depreciation on a
particular property, as distinguished from the amount of
depreciation on all properties of the taxpayer, would be an
item of deduction. Similarly, the term item of income means
each amount of income rather than each category of income.
The amount of a Louisiana item of income or deduction is
the amount apportioned or allocated to Louisiana. Thus,
where a taxpayer has a 10 percent apportionment ratio and
has an item of deduction of $10,000 allowed by Louisiana in
arriving at apportionable net income but not allowed by
federal, the amount of the Louisiana item is 10 percent of
$10,000 or $1,000.

Noncompensating ItemXany item of difference between
federal and Louisiana income or deductions for a particular
year other than a compensating item.

Regular Federal Income TaxXthe sum of the tax defined
in regular tax on ordinary net income and alternative tax on
capital gains.

Regular Tax on Ordinary Net IncomeXthe federal net
tax liability imposed on net income after net income is
reduced by the amount of net capital gain subject to
alternative tax rates, less credits.



Taken into Consideration Fully in Determining the
Allowable Federal Income Tax Deduction for Louisiana
Income Tax Purposes for Prior YearsXas used in this Section
means fully used in reducing the amount of the federal
income tax deduction for such prior years. The purpose of
this provision is to allow an adjustment for an item which
will increase the federal income tax deduction only to the
extent that adjustments applicable to the item in prior years
were used to decrease the federal income tax deduction.
Similarly, the term fo be fully taken into consideration in
determining the allowable federal income tax deduction in ...
future years for Louisiana income tax purposes means to be
used fully in reducing the amount of the federal income tax
deduction for such future years.

G. Special Rules

1. The computations prescribed in §1123.B are subject
to the rules provided in R.S. 47:287.442. That is, the
computations cannot have the effect of attributing refunds of
federal income tax which arose on account of conditions or
transactions occurring after the close of the taxable year, to
any year other than that in which arose the transactions or
conditions giving rise to the refund. Accordingly, appropriate
changes shall be made when necessary to attribute the refund
to the proper year.

2. Notwithstanding the definition provided in
§1123.F.Noncompensating Item and Compensating Item,
deductions which are declared as allowable in the
computation of Louisiana net income pursuant to R.S.
47:287.73(C)4 shall be treated as a compensating item of
deduction for the purpose of computing the amount of
federal income tax deduction under §1123.C.

3. The federal income tax deduction determined under
§1123 must take into account R.S. 47:287.83 which provides
in part that no federal income tax deduction shall be allowed
on net income upon which no Louisiana income tax has been
incurred, or upon which, for any reason whatsoever, no
Louisiana income tax will be paid.

4. If the tax of any member computed on a separate
return basis under §1123.E.1, 2, and 3 is less than zero, then
for the purposes of §1123.E, such member's separate return
tax shall be zero.

5. The secretary may adjust the consolidated federal
income tax allocation formula prescribed in §1123.E when
in his opinion such action is necessary to obtain a reasonable
allocation and to clearly reflect Louisiana taxable income.

6. The sum of the net consolidated federal income tax
attributed to all members of the consolidated group for the
taxable period cannot exceed the amount of consolidated
federal income tax paid to the U.S. government for the
taxable period.

7.  When the alternative tax rate on net capital gains is
the same as the regular tax rate on ordinary net income
reduced by net capital gains, consolidated regular tax on
ordinary net income and alternative tax on capital gains,
after credits, may be combined and then attributed to each
member of the consolidated group.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47.287.85.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:98 (February
1988), repromulgated by the Policy Services Division, LR 30:

§1128. Segregation of Items of Gross Income

A. For the purpose of applying rules for determining the
amount of income earned within or derived from sources in
Louisiana, all items of gross income must be divided into
two general classes-allocable income and apportionable
income. The various types of income constituting allocable
income are set forth in R.S. 47:287.92(B), and the specific
basis for allocating each of these types of income is
prescribed in R.S. 47:287.93. Any income which does not
fall within any of the types of allocable income as listed in
the statute must be treated as apportionable income. When
Louisiana net apportionable income is derived primarily
from the business of making loans, refer to R.S.
47:287.95(E) and §1134.E for the determination of the
Louisiana apportionment percent.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.92.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:101 (February
1988), repromulgated by the Policy Services Division, LR 30:
§1130. Computation of Net Allocable Income from

Louisiana Sources

A. R.S. 47:287.93 provides that items of gross allocable
income or loss shall be allocated directly to the states within
which such items of income are earned or derived.

1. Reserved.

2. Reserved.

3. Profits from sales or exchanges of property not
made in the regular course of business requires that both
profits and losses from such transactions be included in
income allocated directly to the state in which the property
had its situs at the time of the transaction. Whether a sale or
exchange is a sale not made in the regular course of business
is a factual determination required to be made with respect
to each property sold which will take into consideration such
factors as the frequency of sales of similar properties and the
relationship of the particular sale to other business transacted
by the taxpayer.

4. Dividends, profits from the sale or exchange of
capital assets consisting of incorporeal property or rights,
and interest, other than interest on customers' notes and
accounts and interest on securities having their situs in
Louisiana received from a controlled corporation by its
parent, shall be allocated to the state in which the securities
or credits have their situs. If the securities or credits have
been so employed as to acquire a business situs, the place of
business situs controls. In the absence of a business situs the
place of commercial domicile controls in the case of a
corporation. (For special rules governing the situs of stock
canceled in corporate liquidations see R.S. 47:287.747.)
These rules are subject to the exception that dividends upon
stock having a situs in Louisiana received by a corporation
from another corporation which is controlled by the former,
through ownership of 50 percent or more of the voting stock
of the latter, shall be allocated to the state or states in which
is earned the income from which the dividends are paid,
such allocation to be made in proportion to the respective
amounts of such income earned in each state.

5. Royalties or similar revenue received for the use of
patents, trademarks, copyrights, secret processes and other
similar intangible rights shall be allocated to the state or
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states in which such rights are used. The use referred to is

that of the licensee rather than that of the licensor.

Example: X Company, Inc., a Delaware corporation with its
commercial domicile in California, owns certain patents
relating to the refining of crude oil, which at all times were
kept in its safe in California. During 1987, the X Company,
Inc. entered into an agreement with the Y Corporation
whereby that company was given the right to use the patents at
its refineries in consideration for the payment of a royalty
based upon units of production. The Y Corporation used the
patents exclusively at its Louisiana refinery and paid the X
Company, Inc. the amount of $100,000 for such use. The
entire royalty income of $100,000 is allocable to Louisiana.

6. Income from construction, repair or other similar
services is allocable. The phrase other similar services
means any work which has as its purpose the improvement
of immovable property belonging to a person other than the
taxpayer where a substantial portion of such work is
performed at the location of such property. For the purpose
of this Section, mineral properties, whether under lease or
not, constitute immovable properties. It is not necessary that
the services rendered actually result in the improvement of
the immovable property. Thus, the drilling of a well on a
mineral lease is considered to have as its purpose the
improvement of such property not withstanding the fact that
the well may have been dry. Examples of other similar
services are: (a) landscaping services; (b) the painting of
houses; (c¢) the removal of stumps from farm land; (d) the
demolition of buildings.

7. Interest on securities and credits having a situs in
Louisiana which is received by a corporation from another
corporation controlled by the former through the ownership
of 50 percent or more of the voting stock of the latter shall
be allocated to the state or states in which the real and
tangible personal property of the controlled corporation is
located. The allocation shall be made on the basis of the ratio
of the value of such property located in Louisiana to the
value of such property within and without the state,
determined as provided below. Whether the securities and
credits have a situs in Louisiana shall be determined in
accordance with the rules provided in §1130.A.4. For the
purpose of this Section, real and tangible personal property
includes all such property of the controlled corporation
regardless of whether the property is idle or productive and
regardless of the nature of the income which it produces.

a. Value of Property to be Used. For purposes of
this Section, the value of property is cost to the taxpayer,
less a reasonable reserve for depreciation, depletion, and
obsolescence. The reserves reflected on the books of the
taxpayer shall be deemed reasonable, subject to the right of
the secretary to adjust the reserves when in his opinion such
action is necessary to reflect the fair value of the property.

b. Average Values. For the purpose of this Section,
the value of Louisiana real and tangible property and real
and tangible property within and without the state shall be
the average of such property at the beginning and close of
the year, determined on a comparable basis.

B. From the total gross allocable income from all sources
and from the gross allocable income allocated to Louisiana
there shall be deducted all expenses, losses, and other
deductions, except federal income taxes, allowable under the
Louisiana income tax law which are directly attributable to
such income plus a ratable portion of the allowable

deductions, except federal income taxes, which are not
directly attributable to any item or class of gross income.

1. Direct and indirect expenses attributed to allocable
income from foreign sources for federal purposes are
deductible in arriving at total net allocable income. Expenses
sourced pursuant to federal law and regulations to allocable
income from foreign sources are presumed to be attributed to
such income.

2. The approach set forth in these regulations for the
allocation and apportionment of interest expense is based
upon the concept of the fungibility of money and requires
that interest expense ordinarily be allocated to all of the
taxpayer's income-producing activities and properties,
regardless of the specific purpose for which the borrowing
was incurred; it does not directly require allocation of
interest deductions to income. That is, these regulations
assume that:

a. money is fungible in that all of the taxpayer's
activities and properties need funds;

b. the taxpayer's management has substantial
flexibility in the source and use of its funds;

c. the creditors of the taxpayer look to its general
credit for repayment and thereby subject the money loaned
to the risk of all of the taxpayer's activities; and

d. the use of money for one purpose frees funds for
other purposes. Accordingly, the reasoning continues, it is
appropriate to associate part of the cost of money borrowed
for a specific purpose to other purposes as well.

3. Interest expense which is applicable to investments
which produce or which are held for the production of
allocable income within and without Louisiana, shall be an
item of deduction in determining net allocable income or
loss. For the purpose of this Subsection, investments which
produce or which are held for the production of allocable
income include but are not limited to investments in and
advances or loans to affiliated corporations whether or not
such investments, advances, or loans produce any income.
The amount of interest which is applicable to such
investments shall be determined by multiplying the total
amount of interest expense by a ratio, the numerator of
which is the average value of investments which produce or
which are held for the production of allocable income, and
the denominator of which is the average value of all assets of
the taxpayer. Although interest on U.S. government bonds
and notes is not taxable and hence is not included in
allocable income, the adjustment for the amount of interest
expense applicable to investments producing such income is
computed in the same manner as in the case of investments
producing allocable income. Thus for convenience of
computation such investments are grouped with investments
producing or held for the production of allocable income.
Whenever interest expense applicable to U.S. government
bonds and notes which are held as temporary cash
investments determined as provided above, exceeds the
amount of income derived from such investments, the
interest expense which is attributable to such investments
shall be limited to the amount so derived. The amount of
interest expense applicable to U.S. government bonds and
notes which are held as temporary cash investments,
determined without reference to the income therefrom, is
that portion of the interest expense applicable to investments
which produce or which are held for the production of



allocable income, which the ratio of the average value of
U.S. government bonds and notes held as temporary cash
investments bears to the average value of all investments
which produce or which are held for the production of
allocable income.

4. Interest expense which is applicable to investments
which produce or which are held for the production of
Louisiana allocable income shall be an item of deduction in
determining net allocable income or loss from Louisiana.
Except when Louisiana apportionable income is determined
on the separate accounting method, the amount of interest
which is applicable to such investments shall be determined
by multiplying the amount of interest expense allocated to
total allocable investments, determined without reference to
the income limitation in the case of investments in U.S.
government bonds and notes held as temporary cash
investments, by a ratio, the numerator of which is the
average value of investments which produce or which are
held for the production of Louisiana allocable income and
the denominator of which is the average value of
investments which produce or which are held for the
production of allocable income within and without
Louisiana. When Louisiana net apportionable income is
determined on the separate accounting method, refer to
§1132.C.1 for rules pertaining to the determination of the

amount of interest expense applicable to Louisiana allocable
income.

5. Value to be Used. For purposes of this Section,
value means cost to the taxpayer, less a reasonable reserve
for depreciation, depletion, and obsolescence. The reserves
reflected on the books of the taxpayer shall be considered
reasonable, subject to the right of the secretary to adjust the
reserves when in his opinion such action is necessary to
reflect the fair value of the property.

6. Average Value. For purposes of this Section,
average value means the average of the value of the property
at the beginning and at the close of the year.

7. Example: The XYZ Corporation has incurred
interest expense in the amount of $150,000 during the year
1986. During 1986 it derived total allocable income and
Louisiana allocable income as follows:

Louisiana Total
*Interest on U.S. Treasury notes $ -0- $ 15,000
Dividends -0- 5,000
Net rent income 10,000 10,000
Total $ 10,000 $ 30,000

*Treated as allocable income only for convenience in computing
the applicable expense.

Its assets, liabilities, and net worth as of January 1, 1986, and December 31, 1986, were as follows:

Cash

Accounts receivable

Inventories

Stocks

U.S. Treasury Notes

Real estate (rental property) 100,000
Less depreciation reserve 20,000
Net

Real estate 5,000,000
Less depreciation reserve 1,080,000
Net

Total Assets

Liabilities:
Accounts payable $ 400,000
Bonds 3,000,000

Total Liabilities

Net Worth:

Capital stock $ 2,000,000
Earned surplus 600,000
Net worth

Total Liabilities and Net Worth

12-31-86 1-1-86
$ 100,000 $ 150,000
780,000 800,000
600,000 1,000,000
100,000 100,000
420,000 650,000
100,000
25,000
80,000 75,000
5,125,000
1,300,000
3,920,000 3,825,000
$ 6,000,000 $§ 6,600,000
$ 1,000,000
3,000,000
$ 3,400,000 $ 4,000,000
$ 2,000,000
600,000
$ 2,600,000 $ 2,600,000
$ 6,000,000 $ 6,600,000

The amount of interest which is applicable to the investments which produce or are held for the production of allocable income

within and without Louisiana is $16,963.50, determined as follows:

Allocable Investments Total Assets
1-1-86 12-31-86 1-1-86 12-31-86

U.S. Treasury Notes $ 420,000 $ 650,000 $ 420,000 $ 650,000
Rental property (net) $ 80,000 75,000 80,000 75,000
Stock 100,000 100,000 100,000 100,000
Other assets 0 0 5,400,000 5,775,000
Totals $ 600,000 $ 825,000 $ 6,000,000 $ 6,600,000
1-1-86 totals 600,000 6,000,000
Totals $ 1,425,000 $ 12,600,000
Average $ 712,500 $ 6,300,000
Ratio 11309
Interest expense allocated to total

allocable assets (.11309 x $150,000) $ 16,963.50
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The amount of interest expense which is applicable to the
investments which produce or are held for the production of
Louisiana allocable income is $1,845.12, determined as
follows:

Louisiana allocable assets (rental property):

January 1, 1986 $ 80,000
December 31, 1986 75,000
Total $ 155,000
Average $ 77,500
Total allocable assets - average 712,500
Ratio 10.877
Interest expense allocated to total allocable assets $ 16,963.50
Interest expense allocated to Louisiana allocable

assets (.10877 x $16,963.50) $ 1,845.12

8. Overhead expense attributable to items of gross
allocable income derived from sources within and without
Louisiana, except gross allocable income from rent of
immovable or corporeal movable property or from
construction, repair or other similar services, may be
determined by any reasonable method which clearly reflects
net allocable income from such items of income.

9. Overhead expense attributable to total gross
allocable income derived from rent of immovable or
corporeal movable property or from construction, repair, or
other similar services shall be deducted from such income
for the purposes of determining net allocable income or loss
from such items of income. The amount of overhead expense
attributable to such income shall be determined by
multiplying total overhead expense by the arithmetical
average of two ratios, as follows.

a. The ratio of the amount of total gross allocable
income derived from rent of immovable or corporeal
movable property and from construction, repair, or other
similar services to total gross income derived from all
sources.

b. The ratio of the amount of direct cost incurred in
the production of total gross allocable income derived from
rent of immovable or corporeal movable property and from
construction, repair, or other similar services to total direct
cost incurred in the production of gross income from all
sources.

10. Overhead expense attributable to Louisiana gross
allocable income derived from rent of immovable or
corporeal movable property and from construction, repair, or
other similar services shall be deducted from such income
for the purposes of determining Louisiana net allocable
income or loss from such items of income. The amount of
overhead expense attributable to such income shall be
determined by multiplying overhead expense attributed to
total gross allocable income derived from rent of immovable
or corporeal movable property and from construction, repair,
or other similar services by the arithmetical average of two
ratios, as follows.

a. The ratio of the amount of Louisiana gross
allocable income derived from rent of immovable or
corporeal movable property and from construction, repair, or
other similar services to total gross allocable income from
such sources.

b. The ratio of the amount of direct cost incurred in
the production of Louisiana gross allocable income derived
from rent of immovable or corporeal movable property and

from construction, repair, or other similar services to total
direct cost incurred in the production of such income.
11. Special Rules

a.  When a corporation has a Louisiana commercial
domicile and directly owns 50 percent or more of the voting
stock of another corporation, the stock shall be included in
Louisiana allocable assets in calculating the amount of
interest expense attributable to investments which produce
or which are held for the production of Louisiana allocable
income, except stock owned in a corporation exempt from
Louisiana corporation income tax. The stock shall be
attributed to Louisiana allocable assets on the basis of the
respective amounts of income earned within Louisiana to the
income earned everywhere of the controlled corporation.

b. When a corporation has a Louisiana commercial
domicile and advances interest bearing funds to a
corporation of which it directly owns 50 percent or more of
the voting stock, the receivable shall be included in
Louisiana allocable assets in calculating the amount of
interest expense attributable to investments which produce
or which are held for the production of Louisiana allocable
income. The receivable shall be attributed to Louisiana
allocable assets on the same basis as the income from which
the receivable is attributed to Louisiana. For the purpose of
this Subparagraph, real and tangible personal property
includes all such property of the controlled corporation
whether or not the property is idle or productive and
regardless of the type of income which it produces.

c. Accounts or notes receivable resulting from
advances on non-interest bearing funds from one corporation
to another corporation are deemed to be assets producing or
held for the production of allocable income for the purpose
of determining the amount of interest expense applicable to
investments which produce or which are held for the
production of allocable income from sources within and
without Louisiana.

d. When a corporation has a Louisiana commercial
domicile, accounts or notes receivable resulting from
advances of non-interest bearing funds from one corporation
to another corporation shall not be included in the numerator
of the interest expense allocation formula for the purpose of
§1130.B.4, except when the secretary, in order to clearly
reflect Louisiana apportionable and allocable net income,
imputes interest income on such receivables.

e. For the purpose of §1130.B.11.a and b, direct
ownership of 50 percent or more of the voting stock of a
corporation constitutes control of that corporation.

f. The secretary is authorized to adjust the
allocation of interest expense and/or overhead expense
applicable to investments which produce or which are held
for the production of allocable income within and without
Louisiana if he determines that such adjustment is necessary
in order to clearly reflect apportionable and allocable net
income.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.93.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:101 (February
1988), repromulgated by the Policy Services Division, LR 30:
§1132. Computation of Net Apportionable Income from

Louisiana Sources

A. General
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1. From the total gross apportionable income there
shall be deducted all expenses, losses and other deductions
except federal income taxes, allowable under this Chapter,
which are directly attributable to such income, and there also
shall be deducted a ratable portion of allowable deductions,
except federal income taxes, which are not directly
attributable to any item or class of gross income. Direct and
indirect expenses attributed to total allocable income derived
from foreign sources, for federal purposes, are not
deductible in arriving at total net apportionable income.
Expenses sourced pursuant to federal law and regulations to
allocable income from foreign sources are presumed to be
attributed to such income.

2. R.S. 47:287.94 provides two methods for
computing the amount of net apportionable income from
Louisiana sources, viz., the apportionment method and the
separate accounting method. The apportionment method
must be used unless it produces a manifestly unfair result
and the conditions prescribed by R.S. 47:287.94 are met.
Where the apportionment method 1is utilized, the
apportionment percentage must be applied to the total
apportionable net income without exception. For rules
pertaining to the determination of the apportionment
percentage refer to §1134.

B. Separate Accounting Method; Permission Obtained
from Secretary. Any taxpayer desiring to use the separate
accounting method in determining the portion of the total net
apportionable income derived from Louisiana sources must
first obtain permission from the secretary to use that method.
A written request for such permission should be submitted to
the secretary not more than 30 days after the close of the
taxable year for which the first use of the separate
accounting method is to be made if the permission is
granted. The secretary will grant such permission if the
taxpayer demonstrates to his satisfaction that the
apportionment method as applied to the business operations
of the taxpayer would produce a manifestly unfair result,
that the separate accounting method produces a fair and
equitable determination of the amount of net income taxable
by Louisiana, and that the other conditions of R.S. 47:287.94
are met. The application of the taxpayer must be
accompanied by the following information:

1. acomplete description of the nature of the business
operations of the taxpayer in Louisiana;

2. acomplete description of the nature of the business
operations of the taxpayer in other states;

3. a comprehensive statement as to the sources of
goods or commodities sold by the taxpayer in Louisiana;

4. a comprehensive statement as to the disposition of
goods or commodities produced by the taxpayer in
Louisiana;

5. a computation for the preceding taxable year
showing the Louisiana net apportionable income on the
apportionment basis and on the separate accounting basis;

6. a statement of the particular circumstances in the
taxpayer's business operations and the particular factors or
elements in the apportionment formula which give rise to the
difference between the amounts of Louisiana net
apportionable income as computed under the two methods;

7. a statement as to whether the circumstances,
factors, and elements mentioned in §1132.B.6 are relatively
permanent so that the two methods would reasonably be

expected to yield similar differences in results each year, or
whether in the ordinary course of the taxpayer's business
those circumstances have changed from time-to-time and
may be expected to do so in the future; and

8. any other information which the taxpayer may
consider pertinent.

C. Separate Accounting of Apportionable Income.

1. When the separate accounting method is used, the
net apportionable income taxable in Louisiana shall be
determined by deducting from the gross apportionable
income from sources in Louisiana all costs and expenses
directly attributable to such income and a ratable part of
overhead expenses and other expenses which are attributable
in part to the Louisiana gross apportionable income.

2. When Louisiana net apportionable income is
determined on the separate accounting method, interest
expense applicable to Louisiana gross apportionable and
allocable income shall be deducted from such gross income
for the purposes of determining Louisiana net apportionable
and allocable income or loss. The amount of interest expense
applicable to Louisiana gross apportionable and allocable
income shall be determined by multiplying total interest
expense by a ratio, the numerator of which is the average
value of assets in Louisiana and the denominator of which is
the average value of all assets of the taxpayer.

3. For the purposes of this Paragraph, value to be used
and average value mean the same as defined in §1130.B.6
and 7. Special rules as provided in §1130.B.11 also apply to
this Section.

4. When Louisiana net apportionable income is
determined on the separate accounting method, overhead
expense shall be deducted from Louisiana gross
apportionable income for the purposes of determining
Louisiana net apportionable income or loss. The amount of
such overhead expense shall be determined by multiplying
total overhead expense attributable to gross apportionable
income by a ratio, the numerator of which is the amount of
direct cost incurred in the production of Louisiana gross
apportionable income determined on a separate accounting
method and the denominator of which is total direct cost
incurred in the production of gross apportionable income
from all sources. For the purpose of this Paragraph, the
secretary is authorized to adjust the amount of overhead
expense allocated to Louisiana gross apportionable income if
he determines that such action is necessary in order to
clearly reflect Louisiana apportionable net income. For rules
pertaining to the determination of the amount of overhead
expense attributable to gross allocable income refer to
§1130.B.8, 9 and 10.

5. Income from Natural Resources. If the separate
accounting method is used by a taxpayer whose business
includes the production of natural resources, such as oil, gas,
other liquid hydrocarbons, or sulphur, (a) which are sold by
the taxpayer prior to refining or processing, or (b) which are
transported by the taxpayer into or from the state of
Louisiana for refining or processing prior to sale and at the
time of production or transfer into or from this state have an
ascertainable market value, the Louisiana net apportionable
income of such taxpayer shall be computed as set forth
below.
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a. The gross apportionable income of the taxpayer
from sources in Louisiana shall be determined by dividing
the activities of the taxpayer into three classes:

(1). the production of natural resources;
(i1). the marketing of refined or
manufactured products; and
(ii1).  all other activities.

b. The Louisiana gross apportionable income from

the production of natural resources shall include:

@). sales of natural resources
produced in Louisiana and sold in this state;
(i1). the market value, at the time of

transfer, of all natural resources produced in this state and
transferred by the taxpayer to another state for sale, refining,
or processing, provided that if the natural resources are sold
by means of an "arm's length" transaction prior to refining or
processing, the market value prescribed herein shall not
exceed the selling price; and

(iii). the market value, at the time of
transfer, of all natural resources produced by the taxpayer in
Louisiana and transferred to a refinery or processing plant of
the taxpayer located in Louisiana.

c. The Louisiana gross apportionable income from
the marketing of refined or manufactured products shall be
the amount of gross sales of such products in this state. From
such gross sales there shall be deducted, in lieu of the usual
deduction for cost of goods sold, the market value of the
products sold as of the time of transfer into this state. In
determining the market value, the customary prices for the
quantities transferred shall be applied.

d. The Louisiana gross apportionable income from
all activities in this state other than the production of natural
resources and the marketing of refined or manufactured
products shall include all sales and other apportionable
revenues derived in this state from such other activities.

e. The net income of the taxpayer from each of the
three classes of income set forth in §1132.C.5.b, ¢, and d
shall be determined by deducting from each such class of
gross income all allowable deductions directly attributable to
the production of such income and a ratable part of all
allowable deductions which are attributable in part to the
production of such class of income.

6. For the purpose of this Section, a natural resource
shall be deemed to be sold in Louisiana if it is located in this
state at the time title thereto passes to the purchaser.

7. In the absence of specific proof of the value of
natural resources at the time of transfer from or into this
state, the value of the natural resources at the time of
production, to be determined in accordance with the methods
prescribed for the determination of "gross income from the
property" for purposes of percentage depletion under R.S.
47:287.745(B), shall be deemed to be the market value at the
time of transfer.

D. Change from Separate Accounting to Apportionment
Method. A taxpayer who has obtained permission to use the
separate accounting method, or who has been required by
the secretary to use that method, shall continue to use that
method for succeeding taxable years until a change occurs in
the nature of the taxpayer's operations which would warrant
a change in accounting method. When such a change occurs,
the taxpayer shall report the facts to the secretary not later
than 30 days after the close of the taxable year in which the

change occurred. If the secretary finds, on the basis of the
facts reported by the taxpayer or otherwise obtained by the
secretary, that the apportionment method should be used, the
taxpayer will be notified to use that method for the year in
which the change in operations occurred. The apportionment
method shall then be used until a change is made pursuant to
R.S. 47:287.94.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.94.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:104 (February
1988), repromulgated by the Policy Services Division, LR 30:
§1134. Determination of Louisiana Apportionment

Percent

A. General. R.S. 47:287.95 provides for an
apportionment percent which is to be applied to the
taxpayer's total net apportionable income in determining the
Louisiana net apportionable income. Specific formulas are
prescribed for air, pipeline, and other transportation
businesses, certain service enterprises, and loan businesses.
A general formula is prescribed for manufacturing,
merchandising and any other business for which a formula is
not specifically prescribed. The statute contemplates that
only one specific formula be used in determining the
apportionment percent, that being the formula prescribed for
the taxpayer's primary business. As a general rule, where a
taxpayer is engaged in more than one business, the
taxpayer's primary business shall be that which is the
primary source of the taxpayer's net apportionable income.
When the numerator and denominator is zero in any one or
more factors in the apportionment formula, such factor shall
be dropped from the apportionment formula and the
arithmetical average determined from the total remaining
factors.

B. Property Factor

1. The value of immovable and corporeal movable
property owned by the taxpayer and used in the production
of net apportionable income is a factor in each formula
except those provided for loan businesses and certain service
businesses. Where only a part of the property is used in the
production of apportionable income, only the value of that
portion so used shall be included in the property factor.
However, where the entire property is used in the production
of both allocable and apportionable income, such as a
railroad track owned by the taxpayer and used jointly with
another, the value of the entire property shall be included in
the property factor. Idle property and property under
construction, during such construction and prior to being
placed in service, shall not be included in the property factor.
Property held as reserve or standby facilities, or property
held as a reserve source of materials shall be considered
used. For example, a taxpayer who purchases a lignite
deposit which is held as a reserve source of fuel, should
include the value of such deposits in the property factor.
Non-productive mineral leases are considered to be held for
such use and should be included in the property factor.
Aircraft owned by a taxpayer whose net apportionable
income is derived primarily from air transportation should
not be included in the property factor. The value of
inventories of merchandise in transit shall be allocated to the
state in which their delivery destination is located in the
absence of conclusive evidence to the contrary.
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2. Value of Property to be Used. For purposes of this
Section, the value of property is cost to the taxpayer, less a
reasonable reserve for depreciation, depletion and
obsolescence. Such reserves, reflected on the books of the
taxpayer, shall be used in determining value, subject to the
right of the secretary to adjust the reserves when in his
opinion such action is necessary to reflect the fair value of
the property.

3. Proration of Rolling Stock and Other Mobile
Equipment. The average value of rolling stock and other
mobile equipment owned by the taxpayer shall be prorated
within and without Louisiana as set forth below.

a. The value of diesel locomotives shall be
allocated to Louisiana on the basis of the ratio of diesel
locomotive miles in Louisiana to total diesel locomotive
miles.

b. The value of other locomotives shall be allocated
to Louisiana on the basis of the ratio of other locomotive
miles in Louisiana to total other locomotive miles.

c. The value of freight train cars shall be allocated
to Louisiana on the basis of the ratio of freight car miles in
Louisiana to total freight car miles.

d. The value of passenger cars shall be allocated to
Louisiana on the basis of the ratio of passenger car miles in
Louisiana to total passenger car miles.

e. The value of passenger buses shall be allocated to
Louisiana on the basis of the ratio of bus miles in Louisiana
to total bus miles.

f.  The value of diesel trucks shall be allocated to
Louisiana on the basis of the ratio of diesel truck miles in
Louisiana to total diesel truck miles.

g. The value of other trucks shall be allocated to
Louisiana on the basis of the ratio of other truck miles in
Louisiana to total other truck miles.

h. The value of trailers shall be allocated to
Louisiana on the basis of the ratio of trailer miles in
Louisiana to total trailer miles.

i. The value of towboats shall be allocated to
Louisiana on the basis of the ratio of towboat miles in
Louisiana to total towboat miles. In the determination of
Louisiana towboat miles, one half of the mileage of all
navigable streams bordering on both Louisiana and another
state shall be considered Louisiana miles.

j- The value of tugs shall be allocated to Louisiana
on the basis of the ratio of tug miles in Louisiana to total tug
miles. In the determination of Louisiana tug miles, one half
of the mileage of all navigable streams bordering on both
Louisiana and another state shall be considered Louisiana
miles.

k. The value of barges shall be allocated to
Louisiana on the basis of the ratio of barge miles in
Louisiana to total barge miles. In the determination of
Louisiana barge miles, one half of the mileage of all
navigable streams bordering on both Louisiana and another
state shall be considered Louisiana miles.

1. The value of work and miscellaneous equipment
shall be allocated to Louisiana on the basis of the ratio of
track miles in Louisiana to total track miles in the case of a
railroad, on the basis of the ratio of bank miles operated in
Louisiana to total bank miles operated in the case of inland
waterway transportation and on the basis of the ratio of route
miles operated in Louisiana to total route miles operated in

the case of truck and bus transportation. In the determination
of bank miles, one half of the bank mileage of navigable
streams bordering on both Louisiana and another state shall
be considered Louisiana bank miles.

m. The value of other floating equipment shall be
allocated to Louisiana on the basis of the ratio of operating
equipment miles within Louisiana to the total operating
equipment miles, for the particular equipment to be
allocated. In the determination of Louisiana operating
equipment miles, one half of the mileage of all navigable
streams bordering on both Louisiana and another state shall
be considered Louisiana bank miles.

4. Insufficient Records. In any case where the
information necessary to determine the ratios listed above is
not readily available from the taxpayer's records, the
secretary, in his discretion, may permit or require the
allocation of such equipment on any method deemed
reasonable by him.

C. Wage Factor. Salaries, wages and other compensation
for personal services as used in R.S. 47:287.95 includes only
compensation paid to employees or to a deferred plan for the
benefit of employees of the taxpayer for services rendered in
connection with the production of net apportionable income.
It does not include fees and commissions paid to
independent contractors.

D. Revenue Factor. Revenue is a factor in each formula
except that provided for loan businesses. This factor is
generally composed of sales, charges for service, and other
gross apportionable income.

1. Revenue from Transportation other than Air Travel.
Gross apportionable income attributable to Louisiana from
transportation other than air includes all such revenue
derived entirely from sources within Louisiana plus a
portion of revenue from transportation performed partly
within and partly without Louisiana, based upon the ratio of
the number of units of transportation service performed in
Louisiana to the total of such units. A unit of transportation
shall consist of the following:

a. in the case of the transportation of passengers,
the transportation of one passenger a distance of one mile;

b. in the case of the transportation of liquid
commodities, including petroleum or related products, the
transportation of one barrel of the commodities a distance of
one mile;

c. in the case of the transportation of property other
than liquids, the transportation of one ton of the property a
distance of one mile;

d. in the case of the transportation of natural gas,
the transportation of one MCF a distance of one mile (see
however, §1134.D.2);

e. transportation revenue should be segregated on
the basis of the four classes enumerated above and the gross
apportionable income attributable to Louisiana shall be
determined by application of the respective ratios to each
segregated amount. In any case where another method would
more clearly reflect the gross apportionable income
attributable to Louisiana, or where the above information is
not readily available from the taxpayer's records, the
secretary, in his discretion, may permit or require the use of
any method deemed reasonable by him.

2. Sales Made in the Regular Course of Business
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a. The sales attributable to Louisiana under R.S.
47:287.95 are those sales made in the regular course of
business where the goods, merchandise or property are
received in Louisiana by the purchaser. Similarly, where the
goods, merchandise or property are received in some other
state, the sale is attributable to that state. Sales made in the
regular course of business include all sales of goods,
merchandise or product of the business or businesses of the
taxpayer. They do not include the sale of property acquired
for use in the production of income. Where a taxpayer under
a contract performs essentially a management or supervision
function and receives therefor a reimbursement of his costs
plus a stipulated amount, the amounts received as
reimbursed costs are not sales although the contract so
designates them. The stipulated amount constitutes other
gross apportionable income and shall be attributed to the
state where the contract was performed. Where goods are
delivered into Louisiana by a public carrier, or by other
means of transportation, including transportation by the
purchaser, the place at which the goods are ultimately
received after all transportation has been completed shall be
considered as the place at which the goods are received by
the purchaser. The transportation in question is the initial
transportation relating to the sale by the taxpayer, and not the
transportation relating to a sale or subsequent use by the
purchaser.

b.  Where the goods are delivered by the taxpayer-
vendor in his own equipment, it is presumed that such
transportation relates to the sale. Where the goods are
delivered by a common or contract carrier, whether shipped
F.O.B. shipping point, and whether the carrier be a pipeline,
trucking line, railroad, airline or some other type of carrier,
the place where the goods are ultimately received by the
purchaser after the transportation by the carrier has ended is
deemed to be the place where the goods are received by the
purchaser. Actual delivery rather than technical or
constructive delivery controls.

c. Where the transportation involved is
transportation by the purchaser, in determining whether or
not the transportation relates to the sale by taxpayer,
consideration must be given to the following principles.

i. To be related to the initial sale, the
transportation should be commenced immediately. However,
before a lapse of time is conclusive, consideration must be
given to the nature and character of the goods purchased, the
availability of transportation, and other pertinent
circumstances.

ii. The intent of the parties to the sale must also
be considered. The intent and purpose of the purchaser may
be determined directly, or by an evaluation of the nature and
scope of his operation, customs of the trade, customary
activities of the purchaser, and all pertinent actions and
words of the purchaser at the time of the sale.

iii. In order for the transportation by the purchaser
to be related to the initial sale by the taxpayer to the
purchaser, such transportation must be generally the same in
nature and scope as that performed by the vendor or by the
carrier. There is no difference between a case where a
taxpayer in Houston ships F.O.B., Houston, to a purchaser in
Baton Rouge, by common carrier, and a case where all facts
are the same except that the purchaser goes to Houston in his
own vehicle and returns with the goods to Baton Rouge.

d. The sales of natural resources to a pipeline
company are attributable to the state in which the goods are
placed in the pipeline. Such purchasers are engaged in the
business of moving or transporting their own property
through their own lines. Thus, all transportation of the
natural resources after introduction into the line is related to
the use or sale by the pipeline, and is not related to the sale
by the taxpayer.

e. Generally, transportation by public carrier
pipelines is accorded the same treatment as transportation by
any other type of public carrier. Actual delivery to the
purchaser controls, rather than technical or constructive
delivery. However, because of the nature and character of the
property, the type of carrier, and customs of the trade, the
natural resources in the pipeline carrier may become
intermixed with other natural resources in the pipeline and
lose their particular identity. Where delivery is made to a
purchaser in more than one state, or to different purchasers
in different states, peculiar problems of attribution arise. In
solving such problems consideration must be given to the
following principles.

i.  Where it can be shown that a taxpayer in one
state sold a quantity of crude oil to a purchaser in another
state, and the oil was transported to the purchaser by pipeline
carrier, the sale will be attributed to the state where the crude
oil is received by the purchaser, even though the crude oil
delivered might not be the identical oil sold because of
commingling in the pipeline. Custom of the trade indicates
the purchaser buys a quantity of oil of certain quality rather
than any specific oil.

ii. In situations involving several deliveries in
several different states to one or more purchasers, the
general rules should be applied with logic and common
sense.

f.  Examples

i. Three different taxpayers, A, B, C, all in Texas,
each sells to X Refinery, in Louisiana, 10,000 barrels of
crude oil, shipped F.O.B., Texas, by public carrier pipeline.
(a) If X Refinery received all 30,000 barrels in Louisiana,
each taxpayer must attribute his total sale to Louisiana. (b) If
X Refinery receives 10,000 barrels in Louisiana, 10,000
barrels in Mississippi, and 10,000 barrels in Alabama, it
cannot be said by any taxpayer that all of his sale was
received either in Louisiana or in one of the other states.
Since each taxpayer contributed one-third of the mass of
commingled crude oil, it follows that one-third of each
taxpayer's sale was received in Louisiana, and accordingly
must be attributed to Louisiana.

ii. Three different taxpayers, A, B, and C, in
Texas, sell to three different purchasers, X Refinery in
Louisiana, Y Refinery in Mississippi, and Z Refinery in
Alabama. If A sells to X Refinery in Louisiana and delivery
is by public carrier pipeline, the oil is received in Louisiana
and the entire sale is attributed to Louisiana, even though the
crude oil delivered might not be the identical oil sold
because of commingling in the pipeline with oil sold by B
and C to Y Refinery and Z Refinery.

g. In determining the place of receipt by the
purchaser after the initial transportation has ended, peculiar
problems may be created by the storage of the property
purchased immediately upon purchase at a place other than
the place of intended use. The primary problem created by
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such storage is in determining whether or not the
transportation after storage relates to the sale by the
taxpayer. Generally, the rules and principles set forth above
will control where the storage is of temporary nature, such as
that necessitated by lack of transportation, by change from
one means of transportation to another, or by natural
conditions. In cases where the storage is permanent or semi-
permanent, delivery to the place of storage concludes the
initial transportation, and the sale is attributed to the place of
storage.

E. Loans factor. Loans made by the taxpayer as provided
in R.S. 47:287.95(E) is the arithmetical average of the loan
balances outstanding at the beginning and end of the taxable
period. This factor is to be used only by taxpayers whose
income is derived primarily from the business of making
loans. If the average at the beginning and end of the year
does not fairly represent the average of loans outstanding
during the year, the average may be obtained by dividing the
sum of the monthly balances by 12.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.95.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:105 (February
1988), repromulgated by the Policy Services Division, LR 30:
§1137. Exceptions to Taxable Year of Inclusion; Taxable

Year Deductions Taken

A. Improperly Reported Item of Income. R.S.
47:287.442(A) does not relieve a taxpayer of the
responsibility of filing a true and correct return and
immediately correcting any errors which are discovered after
the return is filed. If an error is discovered, it is the
obligation of the taxpayer to file promptly an amended
return reflecting the correct tax liability. The purpose of R.S.
47:287.442(A), so far as it deals with improperly reported
items of income, is to preclude a taxpayer's being required to
pay again on an item of income which has borne tax in full
previously, even though for a period in which it was not
properly reportable. An item of income will be deemed to
have previously borne tax in full if the item, when multiplied
by the lowest tax rate applicable to the taxpayer, results in a
tax not less than the amount of tax actually paid on the
return. If the item has not previously borne tax in full, R.S.
47:287.442(A) is not applicable to that portion of the item
which has not previously borne tax. That portion, which
shall be the difference between the item of income and the
taxable balance of net income, shall be reported as income
during the year it was properly reportable.

B. Example: The ABC Corporation, by mistake, reported
on its 1982 income tax return an item of accrued interest in
the amount of $5,000 which was properly reportable in
1983. It paid the Louisiana income tax shown to be due on
the return. The company never discovered its error. In 1987,
the secretary discovers the error. The return for 1982 shows
the following.

Accrued interest $ 5,000
Income from operations 20,000
Total income $ 25,000
Less total authorized deductions $ 21,000
Taxable income $ 4,000
Tax per return $ 160

Computation to determine if item has borne tax in full:
Amount improperly reported $ 5,000

Tax at lowest rate of taxpayer $ 200
Tax paid 160
Amount of tax unpaid $ 40
Computation of portion of item to be reported in 1983:

Improperly reported item $ 5,000
Taxable balance of net income in 1982 4,000
Portion of item to be reported $ 1,000

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.442.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:108 (February
1988), repromulgated by the Policy Services Division, LR 30:
§1140. Exemption from Tax on Corporations

A. An organization claiming exemption under R.S.
47:287.501 must submit a copy of the Internal Revenue
Service ruling establishing its exempt status. Once an
organization establishes with the department its right to an
exemption, it need not file any further reports until such time
its right to an exemption changes. An organization that has
furnished information to the department establishing its right
to exemption under the prior law need not submit additional
information until such time its exempt status with the
Internal Revenue Service changes. A corporation is either
entirely exempt or it is wholly taxable. A partial exemption
is not permitted.

B. Mutual savings banks, national banking corporations,
building and loan associations, and savings and loan
associations are exempt from the tax imposed by this
Chapter regardless of where organized.

C. Banking corporations organized under the laws of the
state of Louisiana which are required by other laws of this
state to pay a tax for their shareholders, or whose
shareholders are required to pay a tax on their shares of
stock, are exempt. Banking corporations, other than those
described above, organized under the laws of a state other
than the state of Louisiana are not exempt from the
corporation income tax.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.501.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:108 (February
1988), repromulgated by the Policy Services Division, LR 30:
§1147. Notice of Regulation, Requiring Records,

Statements and Special Returns

A. Every corporation subject to the provisions of Part
II.LA of Chapter 1 shall, for the purpose of enabling the
secretary to determine the correct amount of income subject
to tax, keep such permanent books of account or records,
including inventories, as are sufficient to establish the
amount of gross income and the deductions, credits, and
other information required to be shown in any return. Such
books or records required by this Section shall be available
at all times for inspection by the secretary, and shall be
retained so long as the contents thereof may be material in
the administration of the income tax law. The secretary may
at any time require the taxpayer to submit statements of net
worth as of the beginning and end of the taxable year.

AUTHORITY NOTE: Promulgated in accordance with
R.S.47:287.601.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:108 (February
1988), repromulgated by the Policy Services Division, LR 30:
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§1148. Corporation Returns

A. General Rules. Every corporation deriving income
from Louisiana sources shall file a return on forms secured
from the secretary, unless expressly exempt from the tax.
The first return and the last return of a corporation are
returns for a full year and not for a fractional part of a year.
A corporation does not go out of existence by virtue of being
managed by a receiver or trustee who continues to operate it.

B. Liquidation. Upon liquidation or dissolution of a
corporation there shall be attached to the final return a
statement showing:

1. an outline of the plan under which the corporation
was dissolved;

2. the date the dissolution was formally commenced;

3. the date the dissolution was completed;

4. the name and address of each sharcholder at
dissolution and the number and par value of the shares of
stock held by each;

5. a description of assets conveyed to each
shareholder, creditor, or other person, showing book value,
fair market value, and location, as well as the name and
address of each such person;

6. the consideration paid by each person for the assets
received; and

7. whether the plan is intended to qualify under one of
the sections of the Internal Revenue Code relating to
nonrecognition in whole or in part of gain by a shareholder,
and, if so, the section involved.

C. Receivers. Receivers, trustees in dissolution, trustees
in bankruptcy, and assignees, operating the property or
business of corporations, must file returns for such
corporations. If a receiver has full custody of and control
over the business or property of a corporation, he shall be
deemed to be operating such business or property within the
meaning of R.S. 47:287.612 whether he is engaged in
carrying on the business for which the corporation was
organized or only in marshaling, selling, and disposing of its
assets for purposes of liquidation. However, a receiver in
charge of only part of the property of a corporation, as, for
example, a receiver in mortgage foreclosure proceedings
involving merely a small portion of its property, need not file
a return.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.612.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:108 (February
1988), repromulgated by the Policy Services Division, LR 30:
§1168. Notice of Fiduciary Relationship

A. Notice. As soon as the secretary receives notice that a
person is acting in a fiduciary capacity, such fiduciary must,
except as otherwise specifically provided, assume the
powers, rights, duties, and privileges of the taxpayer with
respect to the income tax imposed by Part II.A. of Chapter 1.
If the person is acting as a fiduciary for a transferee or other
person subject to the liability specified in R.S. 47:287.682,
such fiduciary is required to assume the powers, rights,
duties, and privileges of the transferee or other person under
that section. The amount of the tax or liability is ordinarily
not collectible from the personal estate of the fiduciary, but
is collectible from the estate of the taxpayer or from the
estate of the transferee or other person subject to the liability
specified in R.S. 47:287.682. [See however R.S. 47:1673].

The "notice to the secretary” provided for in R.S. 47:287.683
shall be a written notice signed by the fiduciary and filed
with the secretary. The notice must state the name and
address of the person for whom the fiduciary is acting, and
the nature of the liability of such person; that is, whether it is
a liability for tax, and if so, the year or years involved, or a
liability at law or in equity of a transferee of property of a
taxpayer, or a liability of a fiduciary in respect of the
payment of any tax from the estate of the taxpayer. Any such
written notice which has previously been filed with the
secretary shall be considered as sufficient notice. Unless
there is already on file with the secretary satisfactory
evidence of the authority of the fiduciary to act for such
person in a fiduciary capacity, such evidence must be filed
with and made a part of the notice. If the fiduciary capacity
exists by order of court, a certified copy of the order may be
regarded as such satisfactory evidence. When the fiduciary
capacity has terminated, the fiduciary, in order to be relieved
of any further duty or liability as such, must file with the
secretary written notice that the fiduciary capacity has
terminated as to him, accompanied by satisfactory evidence
of the termination of the fiduciary capacity. The notice of
termination should state the name and address of the person,
if any, who has been substituted as fiduciary.

B. Effect of Failure to Give Notice. If the notice of the
fiduciary capacity described in Subsection A above is not
filed with the secretary before the sending of notice of
assessment by registered mail to the last known address of
the taxpayer, or the last known address of the transferee or
other person subject to liability, no notice of the deficiency
will be sent to the fiduciary. In such a case the sending of the
notice to the last known address of the taxpayer, transferee,
or other person, as the case may be, will be a sufficient
compliance with the requirements of the income tax law,
even though such taxpayer, transferee, or other person is
deceased, or is under a legal disability, or in the case of a
corporation, has terminated its existence. Under such
circumstances if no petition is filed with the Board of Tax
Appeals within 60 days after the mailing of the notice to the
taxpayer, transferee, or other person, the assessment
becomes final upon the expiration of such 60-day period and
demand for payment will be made.

C. Definition. The term fiduciary means a guardian,
trustee, executor, administrator, receiver, conservator, or any
person acting in any fiduciary capacity for any person.

D. Limitation. This regulation shall not be taken to
abridge in any way the powers and duties of fiduciaries
provided for in other sections of the income tax law.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.683.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:109 (February
1988), repromulgated by the Policy Services Division, LR 30:
§1189. Situs of Stock Canceled or Redeemed in

Liquidation

A. General Rule. R.S. 47:287.747 provides that the situs
of stock canceled or redeemed in the liquidation of a
corporation, whether domestic or foreign, shall be in
Louisiana in the same ratio that property located in
Louisiana, and received by a sharcholder, bears to the total
property received in the liquidation. Property as used in R.S.
47:287.747 means all of the assets of the liquidating
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corporation without regard to liabilities. For the purpose of
determining the situs of the stock canceled or redeemed in
liquidation, the fair market value of the property distributed
in liquidation shall be used. The location of the property of
the corporation shall be determined in accordance with the
provisions of R.S. 47:287.93.

B. Example: X, shareholder, owns 10 percent of the
shares of ABC, Inc., a foreign corporation. The basis of X's
shares is $1,000. On July 1, 1986, ABC Inc., liquidates and
exchanges the following property for its outstanding stock,
which it cancels.

Total Assets Louisiana Assets

(Fair Market (Fair Market

Value) Value)

Cash $ 10,000 $ 2,000
Accounts receivable 50,000 8,000
Buildings 60,000 30,000
Land 60,000 10,000
Stocks 20,000 0
$ 200,000 $ 50,000

Since one-fourth of the assets distributed in liquidation are
located in Louisiana, one-fourth of X's stock has its situs in
Louisiana.

Gain is computed as follows:

Fair market value of property received $ 20,000
Basis of property received 1,000
Gain $ 19,000
Louisiana taxable gain (1/4 of $19,000) $ 4,750

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.747.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:109 (February
1988), repromulgated by the Policy Services Division, LR 30:

Family Impact Statement

The repromulgation of LAC 61:1.1115-1189, which
reaffirms the secretary's rule making authority, should not
have any known or foreseeable impact on any family as
defined by R.S. 49:972(D) or on family formation, stability
and autonomy. Specifically, the implementation of this
proposed rule will have no known or foreseeable effect on:

1. the stability of the family;

2. the authority and rights of parents regarding the
education and supervision of their children;

3. the functioning of the family;

4. family earnings and family budget;

5. the behavior and personal responsibility of
children;

6. the ability of the family or a local government to
perform this function.

Any interested person may submit written data, views,
arguments or comments regarding this proposed Rule to
Michael D. Pearson, Senior Policy Consultant, Policy
Services Division, Office of Legal Affairs by mail to P.O.
Box 44098, Baton Rouge, LA 70804-4098. All comments
must be received no later than 4:30 p.m. Wednesday, January
28, 2004. A public hearing will be held on Thursday, January
29, 2004 at 10 a.m. in the River Room Conference Room on
the seventh floor of the LaSalle Building, 617 North Third
Street, Baton Rouge, LA.

Cynthia Bridges
Secretary

FISCAL AND ECONOMIC IMPACT STATEMENT
FOR ADMINISTRATIVE RULES
RULE TITLE: Corporation Income Tax

I ESTIMATED IMPLEMENTATION COSTS (SAVINGS) TO
STATE OR LOCAL GOVERNMENT UNITS (Summary)

Implementation of this proposed repromulgation of LAC
61:1.1115-1189 will result in no expenditures for the
department. The repromulgation of the corporation income tax
regulations reaffirms the secretary's rule making authority with
respect to the corporation income tax. There will be no impact
on local government costs.

II. ESTIMATED EFFECT ON REVENUE COLLECTIONS OF STATE
OR LOCAL GOVERNMENTAL UNITS (Summary)

There will be no effect on revenue collections of state or
local governmental units.

IIl. ESTIMATED COSTS AND/OR ECONOMIC BENEFITS TO
DIRECTLY AFFECTED PERSONS OR NONGOVERNMENTAL
GROUPS (Summary)

There will be no directly affected persons or
nongovernmental groups. Current compliance requirements
will not change.

IV. ESTIMATED EFFECT ON COMPETITION AND EMPLOYMENT
(Summary)

This proposed repromulgation should have no effect on
competition or employment.

Cynthia Bridges H. Gordon Monk
Secretary Staff Director
0312#054 Legislative Fiscal Office



