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Current law imposes state and local sales and use taxes on the sale, use, lease, or rental of tangible personal property and
certain services.

Proposed law creates a state and local sales and use tax exemption for the cost of repairs and for parts and materials used
in the repair of a motor vehicle that is rented or leased by a dealer for re-rent or re-lease to a third party.

Effective July 1, 2025.

Based on previous reports by Louisiana Department of Revenue (LDR), LFO anticipates one time costs of $52,750 associated
with updating tax forms, instructions, and processing systems to account for the new exemption. Local taxing authorities are
anticipated to incur similar expenditures.

Proposed law will result in an indeterminable but potentially significant decrease in state general fund (SGF) and local
revenue, depending on the volume and value of qualifying repairs and parts for dealer-owned rental or leased vehicles.
Under current law, the Louisiana Department of Revenue (LDR) considers repairs and maintenance to tangible personal
property, including motor vehicles, to be taxable, and sales tax is applied to both labor and parts. However, without specific
data regarding repairs of rental or leased vehicles, making the precise impact of the proposed exemption difficult to
determine.

For illustrative purposes, according to the 2021 Vehicle Inventory and Use Survey (VIUS) published by the U.S. Census
Bureau, there were approximately 121,100 leased vehicles in Louisiana, including both personal and commercial vehicles.
Assuming each leased vehicle incurs one repair annually at an average cost of $1,000 including labor and parts, total repair
expenditures could reach $121.1 M per year. At a 5% state sales tax rate, this equates to an estimated $6.1 M in state
revenue reduction, with an additional $6.2 M in local revenue reduction assuming a 5.1% average local tax rate, although
local rates vary by jurisdiction. It is expected that actual impacts will vary depending on the location and number of
qualifying repairs and enforcement of the exemption.
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Provides for a sales and use tax exemption for the cost of repairs and parts for certain rented or leased motor vehicles.
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