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Current law provides that R.S. 47:321.1 levies a state sales tax of 0.45% through June 30, 2025, at which time the levy will
expire. The avails of this levy accrue to the general fund.

Proposed law reduces the tax rate of R.S. 47:321.1 by 0.1% from 0.45% to 0.35%, beginning in FY23. The expiration date
of June 30, 2025 remains the same.

Effective July 1, 2022.

The Department of Revenue reports that the agency would incur operating expenses of $77,040 in FY23 associated with
programming, testing and system development costs to revise the tax rate on the general sales tax return and hotel/motel
return, along with changes to software and the web filing application.

By lowering the rate of the temporary sales tax by 0.1%, the proposed bill will reduce total revenue by $95.2M in FY23,
$96.4M in FY24 and $97.5M in FY25, assuming the long range 1/11/22 REC forecast for general and vehicle sales tax
materializes. Business utilities are not subject to the temporary sales tax and are removed from the base using the
estimates in the Tax Exemption Budget growing by 2% in the outyears. Because vehicle sales tax is dedicated to the TTF-
Construction Subfund beginning in FY 24, the funds deposited to the statutory dedication will be reduced by $3.6M in FY24
and 7.3M in FY25. The remaining impact is to the state general fund which will be lower by $95.2M in FY23, $92.8M in FY24
and $92.2M in FY 25. If the revenue forecast for sales tax changes materially, the impact from this bill will also change.

It is not clear whether vendor implementation of this rate change can become effective by July 1, 2022, given the short
timeframe if the bill is enacted. The fiscal note assumes a full year impact in FY 23, though it may be somewhat less as
implementation could take a few months to ramp up.
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