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Present law allows a state income and franchise tax credit for 100% of local ad valorem taxes paid on inventory held by
manufacturers, distributors, and retailers. Certain inventory property is not eligible for the credit.

Proposed law expands the property eligible for the credit to include property that is available for rental even if ultimately
sold. Such property can be leased before being sold, can be depreciated, or can be used by the taxpayer if owned by more
than 18 months. The definition of retailer is expanded to include short-term property rental classified a industry code 532412
(construction, mining, forestry equipment rental) and 532310 (general rental centers) of the North American Industry
Classification System published by the U.S. Census Bureau, and registered with the Revenue Dept. as a defined retailer.

Applicable retroactively to tax periods beginning on and after January 1, 2016.

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

The proposed law expands the state tax credit that reimburses firms for the local ad valorem tax they pay on inventory, to 
include general rental items and heavy equipment rental items. The value of particular types of inventory is not captured in
property tax data or on income or franchise tax returns, and estimates of the value of the stock of such inventory statewide
is not readily available.

However, the amount of local property tax paid on such inventory and thus the associated potential additional state tax credit
exposure is likely to be substantial; probably several millions of dollars per year. The U.S. Census Bureau Economic Census 
for 2012 reports that there were 53 general rental centers in Louisiana (with over $56 million of aggregate revenue) and 376
heavy equipment rental businesses (with over $2.5 billion of revenue). The property that these businesses rent out would 
become eligible for the state tax credit under this bill, reducing net state tax receipts each year.

In addition, the bill is retroactively applicable  to tax year 2016. Thus, refunds of ad valorem tax already paid are likely to
result, increasing the state revenue loss in FY18 and possibly subsequent early periods of the fiscal note horizon.
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