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Introduction

Statutory Requirements

The Louisiana Department of Revenue is required
by Section 1517 of Title 47 of the Louisiana Re-
vised Statutes to prepare an annual tax exemption
budget. This report must include the following in-
formation pertaining to the state’s tax exemptions:

1. Listing of each exclusion, exemption,
credit, refund, preferential tax rate, or

deferred tax liability
2. Legal citation
Purpose

4. Estimate of the revenues lost for the
preceding three years

5. Estimate of the revenues lost for the
current and ensuing fiscal year

6. Estimated cost of administering and
implementing each exemption for the five
years reflected in this report.

The Department is able to provide all of the re-
quired information except for the costs of adminis-
tering and implementing each tax exemption. We
do not have the data available to estimate these
costs with any degree of accuracy.

In addition to the above data, this report must also
contain the following information as it applies to
specific tax exemptions:

e A determination of the tax exemption’s
effectiveness in fulfilling the purpose
for which it was enacted; i.e., did the
intended recipient benefit and, if not,

who did benefit;

e An assessment as to whether the tax
exemption is the most fiscally effective
means of achieving its purpose;

e An evaluation as to whether unintended
or inadvertent effects, benefits, or
harm was caused by the tax exemption,
including whether the tax exemption
conflicts with other state statutes; and

e An evaluation as to whether the tax
exemption simplifies or complicates the
state tax statutes.

Contents of the Report

In addition to the Introduction (Part 1), the report
consists of an Overview (Part 2), a Five-Year Es-
timate of Revenue Loss (Part 3), and a Listing of
Exemptions (Part 4).

Part 2, the Overview, provides a general discussion
of the tax exemption report and additional infor-
mation on tax collections by the Department of
Revenue.

Part 3, the Five-Year Estimate of Revenue Loss, is
a listing of each exemption and the fiscal losses for
the preceding three years, the current year, and the
ensuing year as required. Preceding the listing is a
summary of all taxes arranged in order of the mag-
nitude of the revenue loss.

Part 4, the Listing of Exemptions, is arranged al-
phabetically by major tax type and provides the fol-
lowing general information on each tax exemption:
the legal citation, legislative origin, effective date,
purpose, and administration. Each section begins
with an index listing individual tax exemptions, the
legal citation, and page number. The index is fol-
lowed by a general discussion of the tax, the tax
base, rate of imposition, and any recent significant
changes to its imposition or administration.
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Overview

Introduction

The state’s tax laws authorize a large number of
exemptions, exclusions, deductions, credits, pref-
erential tax treatments, and tax deferrals that sub-
stantially reduce the tax collection revenues. These
special provisions are designed to encourage certain
activities or to limit the tax burden on specific indi-
viduals or endeavors. The purpose of this report is
to provide a comprehensive listing of all tax exemp-
tions and to quantify the fiscal cost of the various
tax exemptions, exclusions, deductions, and cred-
its.

What is a tax exemption?

For the purpose of this report, the term exemption
is used to describe all exemptions, exclusions, de-
ductions, credits, preferential tax treatments, and
tax deferrals. Tax exemptions are tax dollars that
are not collected and result in a loss of state tax
revenues available for appropriation. In this sense,
the fiscal effect of tax exemptions is the same as a
direct fund expenditure. This report includes all tax
exemptions provided for by state statutes for taxes
administered by the Department of Revenue.

State exemptions versus total
exemptions

There are several statutory tax exemptions that are
also prohibited from taxation by the state constitu-
tion, federal laws, or existing reciprocal agreements.
Because of these additional prohibitions, repeal of
the exemption alone would not yield the fiscal ef-
fect indicated. For this reason, these exemptions are
separately grouped at the end of each tax section.

Measuring the tax exemptions

In order to accurately interpret the data contained
in this report, the methods of calculation and as-
sumptions should be noted.

All revenue loss estimates in this report are based on
information gathered from various sources. The most
reliable information was obtained from the actual tax
return data. However, not all data on a return can be
captured nor is there room on the returns to provided
space to list all exemptions. When available, other re-
liable sources were used.

In estimating the fiscal effect for each exemption,
the following assumptions were made:

*  Each tax exemption revenue loss was
considered separately and it was assumed
that all other elements of the tax system
remained unchanged.

* The calculations of the revenue loss for a
specific tax exemption did not consider
any side effects that could result from
the removal of any other exemption in
another tax.

e Each estimate was made in isolation.
If two or more items were eliminated
within the same tax, each adjustment was
computed independently.

*  All estimates are only as good as the
assumptions used to complete the
necessary calculations. If little data
was available, the estimates included
numerous assumptions.

Terminology

For the purposes of this report the following termi-
nology is used to describe the fiscal effects:

*  Negligible is used if the tax exemption
was estimated at $10,000 or less;

*  Nodata is used to indicate that data was
not available from any source to estimate
the past revenue loss. This includes data
that is reported but is not captured from
a return.

*  Unable to anticipate is used to indicate
that data was not available from any
source to predict the future revenue loss;
and,

* NRR is used to indicate that there is no
reporting requirement for the data. This
was generally the case for income tax and
corporation franchise tax exemptions.
Many of the corporations exempted are
not required to file tax returns. For this
reason, we do not have data available
to calculate the fiscal effect for these
exemptions.
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Overview

Sales Tax — A Special Situation

Estimation of the fiscal effect for sales tax exemp-
tions is complicated by the suspension of exemp-
tions beginning in 1986.

In 1986, the effectiveness of the exemptions was
temporarily suspended for one year under a House
Concurrent Resolution resulting in the taxation
of sales, services, and rentals that had previously
been nontaxable, including food and utilities. The
suspended exemptions were taxed at the rate of
one percent. This suspension has been continued
through a series of Resolutions and Acts at various
rates of suspension. The current suspension of ex-
emptions was passed in the 2004 1st Extraordinary
Session. Special Legislative Sessions to extend the
suspension through June 30, 2009.

Until the suspension of the exemptions began in
1986, the primary method of extending any tax
benefits to taxpayers was through the exemption
statutes under R.S. 47:305. In addition, the defini-
tions under R.S. 47:301 contain exclusions that are
not affected by the suspension of exemptions. In
order to extend tax relief to taxpayers, the Louisiana
Legislature began enacting exclusions from the tax
under the definitions in R.S. 47:301, rather than
the exemptions under R.S. 47:305. Some of the
exclusions replaced existing exemptions that were
taxable under the suspension of exemptions. This
action resulted in two statutes affecting the same
subject. In 1998, the Louisiana Legislature repealed
most of these exemptions leaving only the exclusion
as the statutory authority.

Legislation to suspend most exemptions at the four
percent state sales tax rate for fiscal years 2005-2009
was enacted during the 2004 1st Ex. Sess., Act 4.
Effective July 1, 2003, the state sales tax rate on
sales of steam, electric power or energy, water, and
natural gas for other than residential use is taxed at
3.8 percent. On January 1, 2006 the state sales tax
rate on sales of electric power or energy and natural
gas was reduced to 3.3 percent.

There are some special words or terms used in the
sales tax section. These terms and the meaning of
these terms are as follows:

*  “Suspended” is used to indicate that
a particular exemption is being fully
taxed because of the suspension of the
exemption; hence no fiscal loss.

e “See Number (N)” indicates that the
fiscal impact for that exemption is
included with the fiscal impact of the
referenced exclusion/exemption. This will
apply to those exemptions that have been
superseded by an exclusion or grouped
with a like exclusion/exemption.

Other Exemptions - Sales Tax

Several of the sales tax exemptions are combined on
one line on the sales tax return. For this reason, we
are unable to calculate the individual losses for these
exemptions, but we are able to determine the total
revenue loss. We have grouped these exemptions
together under the heading Other Exemptions and
the total revenue loss is shown on the table for sales
tax.

Income and Corporation Franchise
Taxes

The revenue loss for new exemptions is not be in-
dividually stated when applicable to more than one
tax. The revenue loss is reported as such:

* when the exemption is applicable to
corporation income and franchise taxes,
the loss is shown under corporation
income taxes.

* when applicable to individual income and
corporation income, the loss is shown
under corporation income taxes.

*  when applicable to individual income,
corporation income and franchise taxes,
the loss is shown under corporation
income taxes.

Tax Collections Versus Tax Exemptions

The largest fiscal losses due to tax exemptions stem
from five major taxes: sales tax; income tax, which
includes individual and corporation; severance
taxes; petroleum products tax;; and corporation
franchise taxes. The bar graph on page 6 compares
the revenue loss from these tax exemptions with the
tax collections for FY 2007-2008. The comparison
includes only the state tax exemptions; exemptions
that are also prohibited from taxation by the state
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Overview

constitution, federal laws, or existing reciprocal
agreements are omitted. Since exemptions listed
under tax incentives and exemption contracts in-
cludes sales, income and corporation franchise ex-
emptions, the revenue losses for these exemptions
has been added to their corresponding tax for this
comparison only.

In theory, the actual tax collections plus the tax ex-
emption revenue losses should equal the total po-
tential tax collections. The tax exemption revenue
losses were divided by the total potential collections
to arrive at the percentage of tax loss.

Top tax revenue losses

Sales, individual income, and corporation income
taxes are the taxes with the largest fiscal losses due
to statutory exemptions. Analyses of the various
exemption categories for these taxes for FY 2007-
2008 can be found on pages 7 through 9. In cat-
egorizing the various exemptions, only state tax
exemptions were included. Exemptions that are
prohibited from taxation by the state constitution,
federal laws, or existing reciprocal agreements were
not considered.

Comparison of major tax exemptions

Comparisons of the major tax exemptions for the
sales, individual income, and corporation income
taxes with the exemptions allowed in southeastern
states can be found on pages 10 through 14. In
categorizing the major exemptions, statutory
and constitutionally protected exemptions were
considered.
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Analysis of Tax Collections vs. Exemptions
{FY 2007-08}

Corporation
Income

SEIES

Corporation
Franchise

Individual
Income

Severance

Petroleum
Products

Actual Collections $ 747 $ 2,883 $ 248 $3,242 $1,047 $ 592
Estimated Exemptions $ 962 $ 4,362 $ 13 $ 812 $ 165 $ 11
Total Potential Collections $ 1,709 $ 7,245 $ 261 $ 4,054 $ 1,212 $ 603
Percentage of tax loss 56.3% 60.2% 5.0% 20.0% 13.6% 1.8%

* The revenue losses reported under tax incentive and exemption contracts has been included with their respective taxes of corporation income,
sales, corporation franchise and individual income.

J
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Overview

Top Tax Exemptions 2007-08
Sales Tax (Statutorily imposed)

Purchases by Federal, State
and Local Governments

Drugs Prescribed by
Physicians or Dentists

Electric Power,

Energy or Natural Gas ‘ 1.09%

Vendor's Compensation ] .80%

88.17% . Other Exemptions ]

Other Exemptions $ 3,753,569,022 88.17%
Drugs Prescribed by Physicians or Dentists* $ 253,293,829 5.93%
Purchases by Federal, State and Local Governments $ 171,650,812 4.02%
Electric Power, Energy, or Natural Gas $ 46,414,777 1.09%
Vendor's Compensation $ 34,067,701 0.80%
Total Exemptions $ 4,274,216,153 100.0%

* Drugs prescribed by physicians or dentists also includes other medical devices that are exempt from sales tax as the data does not allow for the ]

[ fiscal impact to be determined for each item separately.
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Top Tax Exemptions 2007-08
Individual Income Tax (Statutorily imposed)

LA Citizens Property Insurance
Corporation Assessment Credit

Net Income Taxes
Paid to other States ;1
06: 'a’
’d’& $ Personal Exemption -
°\° Standard Deduction
29.62% o
State Employees, Teachers, and
Other Retirement Benefits Exclusion
©16.96%
Excess Federal
24.06% Itemized Deductions
. . o ©
] Other Exemptions - 17.55%
Personal Exemption - Standard Deduction $ 225,558,115 29.62%
Excess Federal ltemized Deductions $ 183,185,760 24.06%
Other Exemptions $ 133,632,207 17.55%
State Employees, Teachers, and Other Retirement Benefits Exclusion $ 129,132,075 16.96%
Net Income Taxes Paid to other States $ 47065,491 6.18%
LA Citizens Property Insurance Corporation Assessment Credit $ 42,824,430 5.63%

Total Exemptions $ 761,398,078 100.0%
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Top Tax Exemptions 2007-08
Corporation Income Tax (Statutorily imposed)

] Other Exemptions

Net LA Operating
Loss Deduction

° 10.58%

Insurance Company
Premium Tax

> 16.90%

Ilnventory Tax

o 24.08%

Ad Valorem Tax l 2.68%

Subchapter S
Corporation

39.67% °

Subchapter S Corporation $ 359,128,320 39.67%
Inventory Tax Credit $ 217942,933 24.08%
Insurance Company Premium Tax Credit $ 152,938,500 16.90%
Net LA Operating Loss Deduction $ 95,803,153 10.58%
Other Exemptions $ 55,148,753 6.09%
Ad Valorem Tax Paid by Certain Telephone Companies $ 24,249,503 2.68%
Total Exemptions $ 905,211,162 100.0%
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Listing of Exemptions  Part 4






Corporation Franchise
Tax Exemptions






Corporation Franchise Tax

{ Introduction }

The Louisiana corporation franchise tax was enacted in 1932. The tax was imposed on every domestic corpo-
ration and every foreign corporation authorized or doing business in the state, or using any part of its capital,
plant, or any other property in the state. As originally enacted, the tax levied was due and payable for the
privilege of carrying on or doing business, exercising of its charter or the continuance of its charter within the
state.

An initial tax return covering the period beginning with the date the corporation first becomes liable for filing
a return and ending with the close of the accounting period, must be filed on or before the fifteenth day of
the third month after the corporation first becomes liable. Thereafter, an annual return is due by the fifteenth
day of the fourth month after the close of an accounting period. The tax is due on the first day of the calendar
year or the taxpayer’s fiscal year.

The law has been amended many times since 1932. However, an amendment in 1970 to replace the privilege
of doing business language in the original act with the statement that the tax levied is due and payable on any
one or all of the incidents referred to in the law was one of the more important amendments. Legislation has
also been passed to phase-out the franchise tax on borrowed capital. For taxable years beginning after December
31, 2005, the amount of borrowed capital included in taxable capital will be reduced until fully phased out for
the 2011 franchise tax year.

Legal Citations
R.S. 47:601 through 47:618

Tax Base
Capital stock, surplus, undivided profits, and borrowed capital

Tax Rate

The tax is currently assessed on the taxable base at the rate of $1.50 per $1,000 on the first $300,000 and $3.00
per $1,000 over $300,000. The tax is based on the larger of the assessed value of all real and personal property
in the state or the amount of issued and outstanding capital stock, surplus, undivided profits and borrowed
capital attributable to Louisiana.

Types of Tax Exemptions

Corporation franchise tax exemptions are in the form of exemptions/exclusions, deductions, and credits.
Exemptions/exclusions generally refer to organizations or corporations that are statutorily exempt from the
imposition of the corporation franchise tax due to the nature of their operation. Deductions are generally
defined as a reduction to the taxable base. Credits are generally defined as a reduction to the amount of tax
due. All tax exemptions related to the corporation franchise tax are listed in this report.

Significant Changes

Fiscal Year 2007-2008

Acts 2008, 2nd Ex. Session, No. 10 amends R.S. 47:602(A) and (G), 603(A)(2), 605(C), and 609(A) and
repeals R.S. 47:603, to accelerate the phase out of the exclusion of borrowed capital from taxable capital by
one year as follows:

* On the 2008 income/2009 franchise tax return—44% of borrowed capital is included,
* On the 2009 income/2010 franchise tax recurn—30% of borrowed capital is included, and
* On the 2010 income/2011 franchise tax return and subsequent returns—no borrowed capital included.

The total exclusion of borrowed capital from taxable capital will be effective for all franchise tax periods
beginning on or after January 1, 2011.
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Corporation Franchise Tax
Index of Exemption

{ EXEMPTIONS/EXCLUSIONS }

1. Agricultural Cooperative Associations- and Farmer Credit and Farmers’ Credit Cooperative Associations. . . . 54
R.S. 3:84

2. Cooperative Marketing Associations. . . . . . . . . . . . . . . . . 0 4 o . 0w ... 54
R.S. 3:147

3. CreditUnions . . . . . . . . . . . . .« v 0 00 e e e e e e e e e e e e e e 5
R.S. 6:662

4. Limited Liability Companies . . . . . . . . . . . . . . . . . . . . v o 4 v 4o . .55
R.S. 9:3441-3447, R.S. 12:1301-1369

5. Exemption for Certain Foreign Corporations. . . . . . . . . . . . . . . . . . . « .« . . . 5
R.S. 12:302(K), R.S. 12:302(L)

6. Electric Cooperatives. . . . . . « . « .« 4 v 4 4 4 v e e e e e e e e e e e e e 56
R.S. 12:425

7. Exemption for Events, Activities, or Enterprises Conducted in Domed- Stadium Facilities or Baseball Facilities. . 57
R.S. 39:467

8. Exemption for Events, Activities, or Enterprises, Conducted in Publicly-owned Facilities . . . . . . . . . 57
R.S. 39:468

9. Exemptions for Certain Corporations . . . . . . . . .+ « « « « « « « v « v « v o« o . . 58

10. Louisiana Community Development Financial Institutions . . . . . . . . . . . . . . . . . . . 59
R.S. 51:3081 through 3094

11. Louisiana Infrastructure Bank. . . . . . . . . . . . . . . . . . . 0 0 00 ... . 060
R.S.51:3111-3115

12.  Exclusion for Certain Indebtness of Vehicle, Boat and Equipment Dealers . . . . . . . . . . . . . . 60
R.S. 47:603(B)

13.  Computation of Borrowed Capital by Corporations Affected by Hurricane Katrina or Hurricane Rita. . . . . 6l
R.S. 47:609(A)(2)

{ DEDUCTIONS }

14.  Phase-Out of Borrowed Capital in Franchise TaxBase. . . . . . . . . . . . . . . . . . . . . 61
R.S. 47:602(A), R.S. 47:602(G), R.S. 47:603(A), R.S. 47:605.1

15. Bank-holding Corporations . . . . . . . . . . . . . . . . 000w e e e e e e .. 062
R.S. 47:602(B)

16.  Public-utility Holding Corporations. . . . . . . . . . . . . . « « « v v « v 4 o o ... 062
R.S. 47:602(C)

17.  Public Water Utility Companies . . . . . . . . . . . . . . . « « « v v « « o o o . . . 63
R.S. 47:602(D)

18.  Members of Controlled Groups that Include a Telephone Corporation . . . . . . . . . . . . . . . 63
R.S. 47:602(E)

19. Insurance Holding Corporations. . . . . . . . . . . . . . . . « .« « o« o o . ... 04
R.S. 47:602(F)

20.  Regulated Utility Companies . . . . . . . . . . . . . . . . . . . . 0 0o .0 . .. 04
R.S. 47:605(C), R.S. 47:606(E)

{ CREDITS }

21.  Donations to Assist Qualified Playgrounds . . . . . . . . . . . . . . . . . . . .. ... 65
R.S. 47:6008

22.  Credit for Debt Issuance Costs . . . . . . . . . . « « .« . . v v 0 0 e e e e e e .. 65
R.S. 47:6017

23.  Donations to Public Elementary or Secondary Schools . . . . . . . . . . . . . . . . . . . . 66
R.S. 47:6013

24.  Donations of Material, Equipment, or Instructors Made to Certain Training Providers. . . . . . . . . . 66
R.S. 47:6012

25. Employment of the Previously Unemployed . . . . . . . . . . . . . . . . . . . . . ... 067
R.S. 47:6004

26.  Purchase of Qualified New Recycling Manufacturing or Process Equipment and/or Service Contracts . . . . . 67
R.S. 47:6005

27.  Louisiana Basic-Skills Training . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68
R.S. 47:6009
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Corporation Franchise Tax

Index of Exemption

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

Apprenticeship Tax Credit .

R.S. 47:6033

Credit for Rehabilitation of Historic Structures .

R.S. 47:6019

Louisiana Capital Investment Tax Credit .

R.S. 51:2771

Louisiana Community Development Financial Institutions Act Credit
R.S. 51:3081 through 3094

Low-income Housing.

R.S. 47:12

Inventory Tax/Ad Valorem Tax

R.S. 47:6006

Ad Valorem Tax on Natural Gas .

R.S. 47:6006

Ad Valorem Tax Credit for Offshore Vessels .

R.S. 47:6006.1

Credit for Ad Valorem Tax Paid by Certain Telephone Companies
R.S. 47:6014

Credit for Purchases from Prison Industry Enhancement Contractors
R.S. 47:6018

Milk Producers Tax Credit .

R.S. 47:6032

School Readiness Child Care Provider Credit.

R.S. 47:6105

School Readiness Business Supported Child Care Credit .

R.S. 47:6107(A)(1)

School Readiness Fees and Grants to Resource and Referral Agencies Credit
R.S. 47:6107(A)(2)

68

69

69

70

70

71

71

72

72

73
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Corporation Franchise Tax

{ Exemptions/Exclusions }

Agricultural Cooperative Associations-
and Farmer Credit and Farmers’ Credit
Cooperative Associations

Qualifying cooperative associations are exempt from
corporation franchise tax and all other license taxes,
except for the annual $10 license fee paid to the
Secretary of State and ad valorem property taxes.
The purpose of this exemption is to minimize the
tax burden on these nonprofit associations.

Legal Citation
R.S. 3:84

Origin

Acts 1938, No. 40

Effective Date
July 1, 1938

Beneficiaries
The agricultural industry.

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.

2. Cooperative Marketing Associations

These associations are exempt from all franchise or
other license taxes, except for taxes on real estate,
furniture, and fixtures. These associations, however,
must pay an annual $10 license fee. The purpose
of this exemption is to minimize the tax burden on
these nonprofit organizations.

Legal Citation
R.S. 3:147

Origin
Acts 1922, No. 57

Effective Date
July 1, 1922

Beneficiaries

Cooperative marketing associations and individuals
and companies marketing their goods and services
through these organizations.

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.
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Corporation Franchise Tax

{ Exemptions/Exclusions }

3. Credit Unions

Credit unions, together with all accumulations
therein, are exempt from all taxes except for taxes on
immovable property owned. The shares of a credit
union are not subject to a stock transfer tax when
issued by the corporation or when transferred from
one member to another. No fees, taxes, or any of the
stipulations as to capital stock set forth in general
statutes for corporations apply to credit unions. The
purpose of this exemption is to minimize the tax
burden on these nonprofit organizations.

Legal Citation
R.S. 6:662

Origin
Acts 1924, No. 40

Effective Date
July 1, 1924

Beneficiaries
Individuals who are a member of a state or federal
chartered credit union

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.

4. Limited Liability Companies

For corporation franchise tax purposes, limited lia-
bility companies are taxed the same as a partnership.
Partnerships are not subject to corporation franchise
tax, therefore, limited liability companies are not
subject to corporation franchise tax.

Legal Citations

R.S. 9:3441-3447, R.S. 12:1301-1369
Origin

Acts 1992, No. 780

Effective Date
July 7, 1992

Beneficiaries
Shareholders of such organizations

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.
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Corporation Franchise Tax

{ Exemptions/Exclusions }

5. Exemption for Certain Foreign

Corporations

Certain foreign corporations operating as mutual
savings banks, mutual savings fund societies, real
estate investment trusts, state banks or trust compa-
nies, insurance companies, corporations associated
with real estate investment trust as its advisor, group
insurance and annuity corporations, and nonprofit
or nontrading corporations are exempt from the
corporation franchise tax. The purpose of this
exemption is to minimize the tax burden on these
corporations.

Legal Citations

R.S. 12:302(K), R.S. 12:302(L)
Origin

Acts 1968, No. 105

Effective Date
1968

Beneficiaries
Certain foreign corporations referred to in the law

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.

6.

Electric cooperatives are exempt from all income
and excise taxes, except for a fee of $10 per each
one hundred persons or fraction thereof to whom
electricity is supplied within the state. The purpose
of this exemption is to minimize the tax burden on
these nonprofit electric cooperatives.

Electric Cooperatives

Legal Citation
R.S. 12:425

Origin
Acts 1940, No. 266

Effective Date
July 18, 1940

Beneficiaries
Individuals and companies purchasing electricity
from electric cooperatives

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.
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Corporation Franchise Tax

{ Exemptions/Exclusions }

7. Exemption for Events, Activities, or
Enterprises Conducted in Domed-

Stadium Facilities or Baseball Facilities

Any events, activities, or enterprises conducted
in certain domed-stadium facilities with a seating
capacity of at least 70,000, or any open baseball site
owned and operated by or for the state, with a seat-
ing capacity of at least 10,000 and has a professional
sports franchise that participates in Class Triple A
professional baseball are exempt from all state and
local taxes. The purpose of this exemption is to pro-
mote use of publicly-owned facilities.

Legal Citation
R.S. 39:467

Origin
Acts 1985, No. 2, amended by Acts 2005, No. 391

Effective Date
May 23, 1985

Beneficiaries
The activities conducted in the qualifying facilities
economically benefit the state and its residents.

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.

8. Exemption for Events, Activities, or
Enterprises, Conducted in Publicly-

owned Facilities

Any events, activities, or enterprises conducted in
certain publicly-owned facilities are exempt from
all state taxes provided that the local taxing author-
ity first provides exemption from local taxes. The
purpose of this exemption is to promote the use of
qualifying facilities.

Legal Citation
R.S. 39:468

Origin
Acts 1985, No. 2

Effective Date
May 23, 1985

Beneficiaries
The activities conducted in the qualifying facilities
economically benefit the state and its residents.

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.
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Corporation Franchise Tax

9.

{ Exemptions/Exclusions }

Exemptions for Certain Corporations

Various franchise tax exemptions have been granted
to certain, usually nonprofit, organizations and
corporations. The purpose of these exemptions is
to minimize the tax burden for qualifying nonprofit
organizations. Exempted corporations are listed
below:

a.

Labor corporations and corporations organized
by labor unions or organizations for the purpose

of holding title to property.

Family agricultural and family horticultural
corporations organized under the laws of and
domiciled in the state of Louisiana.

Certain  agricultural  and  horticultural
corporations, other than family corporations,
organized under the laws of and domiciled in the
state of Louisiana.

Mutual savings banks, national banking
corporations, and banking corporations organized
under the laws of the state of Louisiana, who pay
a tax for their shareholders or whose shareholders
pay a tax on their shares of stock under other laws
of this state, and building and loan associations.

Fraternal beneficiary societies, orders, or
associations operating under the lodge system,
or for the exclusive benefit of the members of a
fraternity itself operating under the lodge system,
and providing for the payment of life, sick,
accident, or other benefits to members or their
dependents.

Cemetery companies owned and operated
exclusively for the benefit of their members or
which are not operated for profit.

Any corporation, community chest, or fund,
organized and operated exclusively for religious,
charitable, scientific, literary or educational
purposes, or for the prevention of cruelty to
children or animals.

Business leagues, chambers of commerce, real
estate boards, or boards of trade not organized for
profit and of which no part of the net earnings
benefits any private shareholder or individual.

Nonprofit civic leagues or organizations operated
exclusively for charitable, educational, or
recreational purposes.

Clubs organized and operated exclusively
for pleasure, recreation, or other nonprofit
purposes.

k. Benevolent life

insurance associations of a
purely local character, mutual ditch or irrigation
companies, mutual or cooperative telephone
companies, or like organizations, but only if
85 percent or more of the income consists of
amounts collected from members for the sole
purpose of meeting losses and expenses.

Insurance companies paying a premium tax
under Title 22 of the Louisiana Revised Statutes
of 1950.

. Certain farmers, fruit growers, or like associations

organized and operated on a cooperative basis for
the purpose of marketing products or purchasing
supplies and equipment.

. Corporations organized by exempt farmers’

cooperatives to finance crop operations of
members.

. Corporations organized for the exclusive purpose

of holding title to property, collecting income
therefrom, and turning over the entire amount
thereof, less expenses, to organizations organized
and operated exclusively for religious, charitable,
scientific, literary, and educational purposes, of
which no part of the net earnings benefits any
private stockholder.

. Voluntary employees’ beneficiary associations

providing for the payment of life, sick, accident,
or other benefits to the association members or
their dependents.

. Teachers’ retirement fund associations of a purely

local character, if no part of their net earnings
(other than through payment of retirement
benefits) benefits any private sharcholder or
individual, and if the income consists solely
of amounts received from public taxation,
amounts received from assessments upon the
teaching salaries of members, and income from
investments.

Legal Citations
R.S. 47:608
Origin

Various legislative acts since 1958
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9. Exemptions for Certain Corporations

(continued)

Effective Date
Various dates from 1958

Beneficiaries
Members and sharecholders of these exempt
organizations

Administration
The purposes of these exemptions are achieved in a
fiscally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.

10. Louisiana Community Development

Financial Institutions

This provision creates the Louisiana Community
Development Financial Institutions Act. A Louisiana
Community Development Financial Institution
(LCDFI) is any legal entity whose primary business
activity is the investment of cash to acquire equity in
or provide financing assistance as a licensed business
and industrial development corporation to qualified
Louisiana businesses in low-income communities
and provides that the LCDFI corporations them-
selves will be exempt from corporation income and
franchise taxes for five consecutive taxable periods.
The exemption from the corporation franchise tax
shall commence with the taxable period next fol-
lowing the taxable period in which certification as a
LCDFI is obtained from the commissioner.

Legal Citations
R.S. 51:3081 through 3094

Origin
Acts 2005, No. 491

Effective Date
July 12, 2005

Sunset Date
July 1, 2009

Beneficiaries

Taxpayers that invest in LCDFI’s, the LCDFI, and
low-income communities will benefit from the cre-
ation of jobs and economic activity.

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.
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11. Louisiana Infrastructure Bank

The Louisiana Infrastructure Bank may make loans
to parishes, municipalities, any other political sub-
division of the state, or other public entities for use
in connection with eligible infrastructure projects.
Any bonds, notes, or other evidence of indebtedness
issued by the Bank or any infrastructure bank loan
entered into under the authority of this Section is
exempted from all taxation for state, parish, munici-
pal, or other purposes.

Legal Citation
R.S. 51:3111-3115
Origin

Acts 2007, No. 276

Effective Date
July 6, 2007

Beneficiaries
Corporations receiving
Infrastructure Bank

loans from the LA

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.

12. Exclusion for Certain Indebtness of

Vehicle, Boat and Equipment Dealers

Vehicle, boat and equipment dealers are allowed to
deduct from borrowed capital certain indebtedness
in computing corporation franchise tax owed. The
Act removes from the definition of borrowed capital
the amount of master loan agreements entered into
by motor vehicle, manufactured homes, recreational
vehicles, boat, motorcycle, motor home or farm
implement dealers. The loan agreements must be
structured in such a way that the financing is secured
by a specific identifiable unit, and the loan is repaid
as each unit is sold.

Legal Citation
R.S. 47:603(B)

Origin
Acts 2002, No. 38, amended by Acts 2004 1st Ex.
Sess., No. 2, Acts 2008, 2nd Ex. Sess., No. 10.

Effective Date
June 25, 2002

Repealed
Acts 2008, 274 Ex. Sess., No. 10, effective for tax-
able periods beginning on or after January 1, 2011

Beneficiaries
Vehicle, boat and equipment dealers

Administration
The purpose of this deduction is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.
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13. Computation of Borrowed Capital by
Corporations Affected by Hurricane
Katrina or Hurricane Rita

This provision allows corporations having 50 per-
cent or more of their Louisiana property situated or
used in the Federal Emergency Management Agency
individual assistance areas of Hurricanes Katrina and
Rita or deriving 50 percent or more of their revenue
in the state from those areas to compute the bor-
rowed capital portion of their corporation franchise
tax base at pre-hurricane levels.

Legal Citation
R.S. 47:609(A)(2)

Origin
Acts 2005, 1°¢ Ex. Sess., No. 27, amended by Acts
2008, 274 Ex. Sess., No. 10

Effective Date
Taxable periods beginning after August 28, 2005

Sunset Date
Taxable periods beginning on or after January 1,
2011

Beneficiaries
Corporations affected by Hurricane Katrina or
Hurricane Rita

Administration
The purpose of this deduction is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect

We are unable to estimate the fiscal effect; there is
no reporting requirement for the data. However,
for FYE 6/2008, 13,658 corporations computed the
borrowed capital portion of their corporation fran-
chise tax base at pre-hurricane levels.

{ Deductions }
14. Phase-Out of Borrowed Capital in
Franchise Tax Base

For taxable years beginning after December 31,
2005, the amount of borrowed capital included in
taxable capital will be reduced until fully phased out.
The portion of debt included in the taxable base for
calendar year taxpayers will be:

2005 income/2006 franchise tax return—86 percent
of total debt included,

2006 income/2007 franchise tax recurn—72 percent
of total debt included,

2007 income/2008 franchise tax return—58 percent

of total debt included,

2008 income/2009 franchise tax return—44 percent
of total debt included,

2009 income/2010 franchise tax return—30 percent

of total debt included,

2010 income/2011 franchise tax return—no
borrowed capital included.

Guidance for the proper classification of related
party transactions (debt vs. equity) has been pro-
vided for in R.S. 47:605.1.

Legal Citation
R.S. 47:602(A), R.S. 47:602(G), R.S. 47:603(A),
R.S. 47:605.1

Origin
Acts 2004 1%¢ Ex. Sess., No. 2, amended by Acts
2008, 274 Ex. Sess., No. 10

Effective Date
Taxable Years beginning after December 31, 2005

Beneficiaries
Corporations having borrowed capital in the fran-
chise tax base

Administration
The purpose of this deduction is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.

[61]



Corporation Franchise Tax

{ Deductions }

15. Bank-holding Corporations

Bank-holding corporations are allowed a deduction
from their taxable base for the portion of their assets
used to finance the operation of the subsidiary bank.
The purpose of this deduction is to prevent the
double taxation of these assets; first from the holding
company and second from the subsidiary bank.

Legal Citation
R.S. 47:602(B)

Origin
Acts 1970, No. 385

Effective Date
Taxable periods beginning after December 31, 1970

Beneficiaries
Bank holding corporations and shareholders

Administration
The purpose of this deduction is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.

16. Public-utility Holding Corporations

A deduction is allowed for public-utility holding
corporations. A corporation may deduct from its
taxable base that portion of its assets used to finance
the operation of its subsidiaries. For taxable peri-
ods beginning on or after January 1, 1995, Act 40
of the 1994 Regular Legislative Session amended
R.S. 47:602(C) to provide that a regulated public-
utility holding company shall compute the deduc-
tion from its taxable base by multiplying the sum
of its investment in and advances to its subsidiary
corporations by its Louisiana corporation franchise
tax apportionment percent. Additionally, this leg-
islation provided for a minimum $100,000 annual
corporation franchise tax payment by public-utility
holding companies. The purpose of this deduction is
to encourage corporations to relocate their principal
office in Louisiana.

Legal Citation
R.S. 47:602(C)

Origin
Acts 1973, No. 119

Effective Date
June 1973

Beneficiaries

Public-utility holding companies, who own subsid-
iary corporations and who locate their home office
in Louisiana, and their shareholders

Administration
The purpose of this deduction is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.
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17. Public Water Utility Companies

Corporations, with one or more subsidiary public
water utility corporations, are allowed to deduct the
amounts of its investment in and advances to these
subsidiary corporations from taxable capital. The
purpose of this deduction is to tax these assets at the
subsidiary corporation level only.

Legal Citation
R.S. 47:602(D)

Origin
Acts 1990, No. 385

Effective Date
Taxable periods beginning on or after January 1,

1991

Beneficiaries

Public utility water corporations with investments in
and advances to subsidiary corporations and share-
holders of public utility water corporations

Administration
The purpose of this deduction is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.

18. Members of Controlled Groups that
Include a Telephone Corporation

Any corporation in a controlled group, having as a
member of such group a telephone corporation reg-
ulated by the Louisiana Public Service Commission,
shall be entitled to deduct from its capital stock,
surplus, undivided profits, and borrowed capital, its
investment in and advances to any member of the
controlled group. The purpose of this deduction is
to eliminate double taxation of investments in and
advances to an affiliated corporation in a controlled
group having a telephone company as a member of
the group.

Legal Citation
R.S. 47:602(E)

Origin
Acts 1994, No. 134

Effective Date
Taxable periods beginning on or after January 1,

1994

Beneficiaries

Corporations in a controlled group having as a mem-
ber of such group a telephone corporation regulated
by the Louisiana Public Service Commission

Administration
The purpose of this deduction is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
We are unable to estimate the fiscal effect; there is
no reporting requirement for the data.
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19. Insurance Holding Corporations

Any corporation owning at least 80 percent of the
capital stock of a subsidiary property and casualty
insurance corporation, such subsidiary having capi-
tal and surplus of less than $20 million, is entitled to
a deduction from taxable capital in computing fran-
chise tax. The holding corporation can deduct from
its taxable base an amount equal to its investments
in and advances to the subsidiary that were allocated
to Louisiana under R.S. 47:606(B). The deduction
is allowable for franchise tax years beginning after
June 30, 2002, and ending before January 1, 2005.

Legal Citation
R.S. 47:602(F)
Origin

Acts 2002, No. 59

Effective Date
Taxable periods beginning after June 30, 2002

Sunset Date
December 31, 2004

Beneficiaries

Corporations owning at least 80 percent of the
capital stock of a subsidiary property and casualty
insurance corporation

Administration
The purpose of this deduction is achieved in a fis-
cally effective manner

Estimated Fiscal Effect
This deduction is no longer in effect.

20. Regulated Utility Companies

Certain regulated public utility companies are
allowed to deduct from surplus those accounts
representing assets for which no money, service,
or thing of value was paid by the utility companies
except for the regulated service or product. The pur-
pose of this deduction is to effect equal tax treatment
for regulated and nonregulated utility companies.

Legal Citations
R.S. 47:605(C), R.S. 47:606(E)

Origin
Acts 1992, No. 156, amended by Acts 2008, 274 Ex.
Sess., No. 10

Effective Date
Taxable periods beginning on or after January 1,

1993

Beneficiaries

Public utility companies that are required by their
regulatory authority to increase assets and surplus by
amounts meeting the statutes’ criteria

Administration
The purpose of this deduction is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect
$0; no additional revenue loss is anticipated.

[64]



Corporation Franchise Tax

{ Credits }

21. Donations to Assist Qualified

Playgrounds

A tax credit is allowed for donations to assist quali-
fied playgrounds in certain economically depressed
areas. The donation may be in the form of cash,
equipment, goods, or services and is limited to
$1,000 or 1/2 the value of the donation, whichever
is less. The purpose of this credit is to encourage
donations to qualifying playgrounds.

Legal Citation
R.S. 47:6008

Origin
Acts 1992, No. 898

Effective Date

Taxable periods beginning after December 31,
1992

Beneficiaries

Economically depressed areas benefit from this
credit, which should help to improve the quality of
life of the residents.

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect
Unable to anticipate

22. Credit for Debt Issuance Costs

An economic development corporation is allowed
a credit equal to the filing fee paid to the Louisiana
Bond Commission for the preparation and issuance

of bonds.

The credit shall be taken as a credit against the appli-
cable tax or taxes in the taxable period in which the
expenses were incurred, not to exceed the total tax
liability for that taxable year.

Legal Citation
R.S. 47:6017

Origin
Acts 2002, No. 78

Effective Date
June 25, 2002

Beneficiaries
Economic development corporations

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect
Unable to anticipate
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23. Donations to Public Elementary or
Secondary Schools

A credit is allowed for qualified donations made to
public elementary or secondary schools. The credit
allowed is for 40 percent of the appraised value of
the donation and not to exceed the taxpayer’s total
tax liability for the year. “Qualified donation” means
a donation of immovable property purchased or
otherwise acquired by a corporation and donated to
a public school immediately adjacent or contiguous
to the property.

Legal Citation
R.S. 47:6013

Origin
Acts 1998, No. 51

Effective date
July 1, 1998

Beneficiaries
Corporations that make such donations and public
schools in the state benefit.

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect
Unable to anticipate

24. Donations of Material, Equipment, or
Instructors Made to Certain Training

Providers

A credit is allowed against corporation franchise tax
for donations of materials, equipment, or instruc-
tors made to training providers, vocational/technical
schools, apprenticeship programs registered with the
Louisiana Workforce Commission, or community
colleges within the state. The credit is for one-half
the value of the materials, equipment, or services
donated. The tax credit when combined with other
tax credits cannot exceed 20 percent of the employ-
er’s tax liability for any taxable year.

Legal Citation
R.S. 47:6012

Origin
Acts 1998, No. 30, amended by Acts 2002, No. 11.

Effective date
June 24, 1998

Sunset date
December 31, 2000

Reestablished
August 15, 2002 for taxable periods beginning after
December 31, 2002.

Beneficiaries

Corporations who take the tax credit and the citi-
zens of the state that benefit from better equipped
training facilities.

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect
Unable to anticipate
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25. Employment of the Previously

Unemployed

A tax credit is allowed for employment of each
previously unemployed person in a qualified newly
created full-time job. The credit, $750 for each
qualified new job, is allowed during the taxable
period that the employee has completed one year of
full-time service with the employer. The credit is in
lieu of other job tax credits provided for in the law.
The purpose of this credit is to encourage employ-
ment of the previously unemployed.

Legal Citation
R.S. 47:6004
Origin

Acts 1989, No. 636

Effective Date
Taxable periods beginning on or after July 1, 1990

Beneficiaries

Corporations who hire the previously unemployed
benefit from this credit. The state also benefits
because these individuals are now employed and
productive.

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect

FYE 6-09 FYE 6-10

$114,000 $116,000

26. Purchase of Qualified New Recycling
Manufacturing or Process Equipment

and/or Service Contracts

A credit is allowed for the purchase of new recycling
manufacturing or process equipment and/or quali-
fied service contracts. The amount of the credit is
computed at 20 percent of the cost of the equipment
less other tax credits received for the purchase of the
equipment, but may not exceed 50 percent of the
tax liability before the credit. If the equipment is
sold before the total credit is claimed, the credit oth-
erwise allowable may be claimed in the tax year of
the sale and any unused credit is canceled for future
periods. Total credits certified by the secretary of the
Department of Environment Quality in any calen-
dar year shall not exceed five million dollars.

Legal Citation
R.S. 47:6005

Origin
Acts 1991, Nos. 359 and 1052, amended by Acts
2005, No. 319

Effective Date
Reestablished June 30, 2005

Beneficiaries

Corporations who invest in qualifying equipment
benefit from this credit. The general public also
benefits from an improved environment.

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect

FYE 6-09 FYE 6-10

$493,000 $503,000
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27. Louisiana Basic-Skills Training

Corporations are allowed a credit of $250 per
qualified employee who participates in a basic-skills
training program at an accredited school. The credit
cannot exceed $30,000 for any single business in
a particular year. Basic-skills training means any
employer-paid training for qualified employees that
enhances the employees’ reading, writing, or math-
ematical skills to at least a twelfth-grade level. The
purpose of this credit is to encourage corporations
to provide basic-skills training, which will result in a
more educated workforce.

Legal Citation
R.S. 47:6009

Origin
Acts 1992, No. 1098, amended by Acts 1997, No.
658

Effective Date
July 1, 1993

Beneficiaries

Individuals benefit from this credit by enabling
them to bring their reading, writing, and math-
ematical skills to at least a twelfth-grade level. A bet-
ter educated employee will be an asset to employers
and the state.

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect
Unable to anticipate

28. Apprenticeship Tax Credit

A credit is allowed for employers for employing
eligible apprentices. The credit is equal to one dol-
lar for each hour of employment of each eligible
apprentice, not to exceed 1,000 hours for each
eligible apprentice. An eligible apprentice means a
person who has entered into a written apprentice
agreement with an employer or an association of
employers pursuant to a registered apprenticeship
program or a person who is enrolled in a training
program accredited by the National Center for
Construction Education and Research that has no
less than four levels of training and no less than 500
hours of instruction. Any unused credit may be car-
ried forward for ten years.

Legal Citation
R.S. 47:6033

Origin
Acts 2007, No. 472
Effective Date

July 11, 2007 for taxable periods beginning after
December 31, 2007

Sunset Date
Taxable periods ending before January 1, 2011

Beneficiaries
Employers of eligible apprentices

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect

The estimated fiscal effect of this credit is shown in
the listing of credits for corporation income tax and
includes the total revenue loss for individual income,
corporation income and franchise taxes.
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29. Credit for Rehabilitation of Historic
Structures

A tax credit is allowed for the eligible cost and
expenses incurred during the rehabilitation of a his-
toric structure located in a downtown development
or a cultural product district. The credit shall not
exceed 25 percent of the eligible costs and expenses
and no taxpayer or affiliate shall receive more than
$5,000,000 of credit for rehabilitation within a par-
ticular downtown development or a cultural product
district. The credit is earned only in the year in
which the property attributable to the expenditures
is placed in service.

Legal Citation

R.S. 47:6019

Origin

Acts 2002, No. 60, amended by Acts 2005, No.
439; Acts 2007, No. 182 and 298.

Effective Date
July 1, 2002 and taxable periods beginning January
1, 2008 for a cultural product district

Sunset Date
Taxable periods ending before January 1, 2012
However, there is a five-year carryforward of unused

credits.

Beneficiaries
Individuals or businesses rehabilitating a qualified
historic structure

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect

FYE 6-09 FYE 6-10

$530,000 $541,000

30. Louisiana Capital Investment Tax Credit

Corporations are allowed a tax credit amount equal
to five percent of the capital costs of a qualifying
project. The credit is against the corporation fran-
chise tax that is generated by or arising out of the
qualifying project in each of the 20 years commenc-
ing with the year during which the qualifying proj-
ect is placed in service. Certain small projects must
employ at least 15 new employees and certain large
projects must employ at least 20 new employees at
an average compensation between $8 and $10 per
hour in order to take the credit. The purpose of this
credit is to encourage creation of new jobs through
industry expansion.

Legal Citation
R.S. 51:2771

Origin
Acts 1996 15t Ex. Sess., No. 42; amended by Acts
1998, No. 36

Effective Date
July 1, 1996

Sunset Date
June 30, 2000

However, credits granted prior to June 30, 2000,
shall remain effective for the remainder of the
20-year period.

Beneficiaries

Corporations that reduce their corporation fran-
chise tax with this credit and individuals who are
employed as a result of project expansions

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect
Unable to anticipate
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31. Louisiana Community Development

Financial Institutions Act Credit

This provision creates the Louisiana Community
Development Financial Institutions Act. A Louisiana
Community Development Financial Institution
(LCDFI) is any legal entity whose primary business
activity is the investment of cash to acquire equity in
or provide financing assistance as a licensed business
and industrial development corporation to quali-
fied Louisiana businesses in low-income communi-
ties and provides for an income and franchise tax
credit for individuals and businesses that invest in
LCDFlIs. It provides that the LCDFI corporations
themselves will be exempt from corporation income
and franchise taxes for five consecutive taxable peri-
ods. The investment credit is to be calculated as 75
percent of the investment. These credits are trans-
ferable and can be carried forward indefinitely. The
total amount that can reduce tax revenues in fiscal
years 2007 through 2009 is $5 million. Any unused
allocation of credits from a previous year may be car-
ried forward and granted in the next year.

Legal Citation
R.S. 51:3081 through 3094

Origin
Acts 2005, No. 491, amended by Acts 2007, No. 345

Effective Date
July 12, 2005

Sunset Date
July 1, 2009, but provisions relevant to any granted
tax credits continue to apply until July 1, 2012.

Beneficiaries

Taxpayers that invest in LCDFT’s, and the LCDFI
will benefit from the tax credits allowed under this
provision and low-income communities will benefit
from the creation of jobs and economic activity.

Estimated Fiscal Effect
Unable to anticipate

32.

A tax credit is allowed for providers of certain low-
income housing. The credit is computed in accor-
dance with the provisions of Section 42 of the 1986
Internal Revenue Code as modified by Acts 1990,
No. 972. The purpose of this credit is to encourage
development of low-income housing,.

Low-income Housing

Legal Citation
R.S. 47:12

Origin
Acts 1990, No. 1033

Effective Date
July 1, 1990

Sunset Date
December 31, 1993, However unused credits can be
carried forward until used.

Beneficiaries
Entities and individuals who provide low-income
housing and recipients of low-income housing

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect
$0; this credit has been inactive. No further activity
is anticipated.
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33. Inventory Tax/Ad Valorem Tax

A refundable tax credit is allowed for ad valorem
taxes paid to political subdivisions on inventory
held by manufactures, distributors, and retailers.
The credit is equal to 100 percent of the ad valorem
tax paid.

Acts 2007, No. 357 enacted R.S. 47:6028 to allow
taxpayers with gross receipts of $500,000 or less and
did not previously claim the credit for 1999 through
2002 to file amended returns to claim these overpay-
ments by December 31, 2007.

Legal Citation
R.S. 47:6006

Origin
Acts 1991, No. 153, amended by Acts 1994, No.
28; Acts 2002, No. 11; Acts 2005, No. 363;

Effective Date
July 1, 1992

Related Provision
R.S. 47:6028

Beneficiaries

All corporations paying ad valorem taxes on inven-
tory benefit from this credit, which will help to
promote economic development.

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect

The estimated fiscal effect of the inventory tax credit
is shown in the listing of credits for corporation
income tax and includes the total revenue loss for
corporation income and franchise taxes.

34. Ad Valorem Tax on Natural Gas

A credit is allowed for ad valorem taxes paid to polit-
ical subdivisions of Louisiana on natural gas held,
used, or consumed in providing natural gas storage
services or operating natural gas storage facilities.

Legal Citation
R.S. 47:6006

Origin
Acts 2005, No. 363

Effective Date
August 15, 2005

Beneficiaries

All corporations paying ad valorem taxes on natural
gas held, used, or consumed in providing natural gas
storage services.

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect

The estimated fiscal effect of the inventory tax credit
is shown in the listing of credits for corporation
income tax and includes the total revenue loss for
corporation income and franchise taxes.
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35. Ad Valorem Tax Credit for Offshore
Vessels

A credit is allowed for ad valorem taxes paid on ves-
sels that operate principally in Outer Continental
Shelf Lands Act Waters. To qualify for the credit,
the taxpayer must certify to the assessor that the
vessel operated principally in outer continental shelf
waters within the calendar year immediately before
the tax year of assessment of the vessel and the ad
valorem tax must have been paid to the political
subdivision without protest. The credit is equal to
100 percent of the taxes paid.

Acts 2007, No. 357 enacted R.S. 47:6028 to allow
taxpayers with gross receipts of $500,000 or less and
did not previously claim the credit for 1999 through
2002 to file amended returns to claim these overpay-
ments by December 31, 2007.

Legal Citation
R.S. 47:6006.1

Origin
Acts 1994, 3rd Ex. Sess., No. 59, amended by Acts
2002, No. 11

Effective Date
July 7, 1994

Related Provision
R.S. 47:6028

Beneficiaries

All corporations paying ad valorem taxes on vessels
operating in Outer Continental Shelf Lands Act
Waters

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect

The estimated fiscal effect of the inventory tax credit
is shown in the listing of credits for corporation
income tax and includes the total revenue loss for
corporation income and franchise taxes.

36. Credit for Ad Valorem Tax Paid by
Certain Telephone Companies

A credit is allowed for 40 percent of the total ad
valorem taxes paid to Louisiana political subdivi-
sions by telephone companies on their public service
properties which are assessed by the Louisiana Tax
Commission at 25 percent of fair market value pur-
suant to R.S. 47:1854.

Legal Citation
R.S. 47:6014

Origin
Acts 2000, No. 22

Effective Date
The credit is effective for income and franchise tax
years ending on or after December 31, 2001.

Beneficiaries

Telephone companies in an amount equal to 40
percent of ad valorem taxes paid to political subdivi-
sions for public service properties

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect

The estimated fiscal effect of this credit is shown
in the listing of credits for corporation income tax
and includes the total revenue loss for corporation
income and franchise taxes.
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37. Credit for Purchases from Prison

Industry Enhancement Contractors

A tax credit is allowed for the state sales and use taxes
paid on purchases of specialty apparel items from a
Private Sector Prison Industry Enhancement (PIE)
contractor. PIE contractors use inmate labor to pro-
duce items for sale and then pay 30 percent of the
salary paid to the inmates back to the state.

Legal Citation
R.S. 47:6018

Origin
Acts 2002, No. 32, amended by Acts 2007, No.
466

Effective Date

Reestablished for tax years beginning after January
1, 2007

Beneficiaries
Private Sector Prison Industry Enhancement
Contractor

Administration
The purpose of this credit is achieved in a fiscally
effective manner.

Estimated Fiscal Effect

The estimated fiscal effect of this credit is shown
in the listing of credits for corporation income tax
and includes the total revenue loss for corporation
income and franchise taxes.

38. Milk Producers Tax Credit

A credit is allowed for resident taxpayers engaged
in the business of producing milk for sale. The
credit will be allowed when the USDA Uniform
Price in Federal Order Number 7 drops below the
announced production price established by the
Department of Agriculture and Forestry any time
during the calendar year. Qualified taxpayers are
eligible for tax credits based on the production and
sale of milk below the announced production price
over a calendar year.

The Department of Health and Hospitals must cer-
tify to the Department of Revenue, by January 31 of
the following year, which milk producers are eligible
to receive the credits. Any producer not certified by
the Department of Health and Hospitals will not be
entitled to the credits. The credits allowed for each
milk producer may not exceed $30,000 per calendar
year, and the total amount of tax credits allowed
for all producers may not exceed $2.5 million per
calendar year.

Legal Citation
R.S. 47:6032

Origin
Acts 2007, No. 461

Effective Date
January 1, 2007

Beneficiaries
Resident taxpayers engaged in the business of pro-
ducing milk for sale

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect

The estimated fiscal effect of this credit is shown
in the listing of credits for corporation income tax
and includes the total revenue loss for corporation
income and franchise taxes.
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39. School Readiness Child Care Provider
Credit

The School Readiness Tax Credits are a comprehen-
sive effort to support Quality Start, the new, vol-
untary, quality rating system by the Department of
Social Services (DSS) for child care centers through
tax breaks to families, child care providers, child care
teachers and directors, as well as businesses that sup-
port child care.

Child care providers participating in Quality Start
are allowed a credit based on the average monthly
number of children who either participate in the
Child Care Assistance Program administered by the
DSS or who are foster children in the custody of
DSS and attending facilities operated by a child care
provider, multiplied by an amount based upon the
quality rating of the facility.

Legal Citation
R.S. 47:6105

Origin
Acts 2007, No. 394

Effective Date
January 1, 2008

Beneficiaries

Child care providers participating in Quality Start,
a program that is designed to increase the qual-
ity of child care and early learning for all children
throughout Louisiana.

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect

The estimated fiscal effect of this credit is shown in
the listing of credits for corporation income tax and
includes the total revenue loss for individual income,
corporation income and franchise taxes.
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40. School Readiness Business Supported
Child Care Credit

The School Readiness Tax Credits are a compre-
hensive effort to support Quality Start, the new,
voluntary, quality rating system by the Department
of Social Services for child care centers through tax
breaks to families, child care providers, child care
teachers and directors, as well as businesses that sup-
port child care.

A credit is allowed for a taxpayer who incurs eligible
business-supported child-care expenses. The credit
amount depends upon the quality rating of the
child care facility to which the expenses are related
or the quality rating of the child care facility that the
child attends. Eligible business-supported child-care
expenses include expenses to construct, renovate, or
expand a child care center, purchase equipment for
a center, maintain or operate a center, or subsidize
child care for their employees.

Legal Citation
R.S. 47:6107(A)(1)

Origin
Acts 2007, No. 394

Effective Date
January 1, 2008

Related Provision
R.S. 47:6028

Beneficiaries

Businesses that support child care centers partici-
pating in Quality Start, the child care centers and
students and the state through the increase in the
quality of child care and early learning.

Administration
The purpose of this exemption is achieved in a fis-
cally effective manner.

Estimated Fiscal Effect

The estimated fiscal effect of this credit is shown in
the listing for corporation income tax and includes
the total revenue loss for individual income, corpo-
ration income and corporation franchise taxes.
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41. School Readiness Fees and Grants to
Resource and Referral Agencies Credit

The School Readiness Tax Credits are a compre-
hensive effort to support Quality Start, the new,
voluntary, quality rating system by the Department
of Social Services for child care centers through tax
breaks to families, child care providers, child care
teachers and directors, as well as businesses that sup-
port child care.

A credit is allowed for a taxpa