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Proposed legislation would exempt from state sales and use tax the purchase, lease, or rental of machinery and equipment 
and the repair parts or repair services for such machinery and equipment damaged or destroyed by Hurricane Katrina or 
Hurricane Rita when such machinery and equipment is used by a manufacturer in a plant facility predominantly and directly 
in the actual manufacturing for agricultural purposes or the actual manufacturing process of an item of tangible personal 
property for ultimate sale to another.  Proposed law defines “manufacturer” consistent with current law relative to an existing
phase out of state sales tax;  and specfically  refers to equipment lost or damaged by wind, water, fire, or criminal act as a 
result of conditions created by the hurricanes.  Provisions of proposed law become null and void after June 30, 2007.  
Effective upon governor’s signature.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

Proposed legislation is anticipated to result in a decrease in State General Fund revenue (SGF and Tourism District combined)
of approximately $2 million in FY 06 and approximately $4 million in FY 07.

The Legislative Fiscal Office currently estimates manufacturing machinery and equipment eligible for the state sales and use
phase-out to be approximately $1.953 billion in FY06.  According to information from the U.S. Census Bureau, approximately
35% of machinery and equipment capital investment occurs in the parishes most likely to have been directly impacted by the
hurricanes and likely to have sustained some damage.  The Legislative Fiscal Office has no definitive damage estimates of the
value of this machinery and equipment which may have sustained damage due to the hurricanes; however, a conservative 
upper estimate of 30% is used to establish a ceiling for estimate purposes.  The LFO has also assumed an average 10 year 
lifespan on the machinery and equipment subject to the state sales tax phase-out.  A net State General Fund decrease of 
approximately $2 million in FY06 and $4 million in FY07 is estimated,  based upon an estimated decrease in the baseline 
estimate of the machinery and equipment investment stream due in part to the hurricanes, a phased in reinvestment of 
damaged machinery and equipment, and the current phase out schedule of sales tax on machinery and equipment. The 
baseline exemption phase out cost is decreased approximately $5.1 million and reinvestment of damaged machinery and 
equipment is factored in FY06 at 15% and taxable at 81%.   The baseline exemption phase out cost is decreased 
approximately $11.3 million and reinvestment of damaged machinery and equipment is factored in FY07 at 40% and taxable
at 65%.   The above net calculation represents a reasonable upper threshold of impact for the affected machinery and 
equipment.
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EXPENDITURE EXPLANATION

Exempts manufacturing machinery and equipment purchased to replace certain hurricane-damaged equipment (Item #15)
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