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Annual Tax Exemption Budget
Part 1

Introduction

Statutory requirements

The Louisiana Department of Revenue is required
by Section 1517 of Title 47 of the Louisiana
Revised Statutes to prepare an annual tax
exemption budget. This report must include the
following information 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
3. 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
required information except for the costs of
administering 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:

* 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;

* 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

* 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
Estimate 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
information 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
magnitude of the revenue loss.

Part 4, the Listing of Exemptions, is arranged
alphabetically by major tax type and provides the
following 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 followed by a general discussion of the
tax, the tax base, rate of imposition, and any recent
significant  changes to its imposition or
administration.






Overview
Part 2

Introduction

The state’s tax laws authorize a large number of
exemptions, exclusions, deductions, credits,
preferential tax treatments, and tax deferrals that
substantially reduce the tax collection revenues.
These special provisions are designed to encourage
certain activities or to limit the tax burden on
specific individuals or endeavors. The purpose of
this report is to provide a comprehensive listing of
all tax exemptions and to quantify the fiscal cost of
the various tax exemptions, exclusions, deductions,
and credits.

What is a tax exemption?

For the purpose of this report, the term
exemption is used to describe all exemptions,
exclusions, deductions, 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
constitution, federal laws, or existing reciprocal
agreements. Because of these additional
prohibitions, repeal of the exemption alone would
not yield the fiscal effect 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
assumptions 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. Unfortunately, this information was not
always available and other sources were used. This
was the case for many of the sales tax exemptions.

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.

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

was

e 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
terminology is used to describe the fiscal effects:

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

* No data is used to indicate that data was not
available from any source to estimate the past
revenue loss;

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

e 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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Sales Tax — A special situation

Estimation of the fiscal effect for sales tax
exemptions is complicated by the suspension of
exemptions 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
exemptions 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
definitions 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
statesales 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. This term is used for the fiscal impacts in
the fiscal year 2005-2006 and 2006-2007.

*  “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 superceded by an exclusion or grouped with
a like exclusion/exemption.

Other Credits - Corporation Income and
Franchise Taxes

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

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; inheritance 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 2004-2005. The comparison
includes only the state tax exemptions; exemptions
that are also prohibited from taxation by the state
constitution, federal laws, or existing reciprocal
agreements are omitted.

In theory, the actual tax collections plus the tax
exemption revenue losses should equal the total
potential tax collections. The tax exemption
revenue losses were divided by the total potential
collections to arrive at the percentage of tax loss.
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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 2004-
2005 can be found on pages 6 through 9. In
categorizing 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 12. In
categorizing the major exemptions, statutory and
constitutionally ~protected exemptions were
considered.
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Analysis of Tax Collections vs. Exemptions

FY 20004-05
2500
2000
1500
1000
500 ]
| | | | . | I |
0
Corporation Sales Individual ~ Severance ~ Tobacco  Corporation
Income Income Franchise
I:I Statutorily Imposed Exemptions - Actual Collections
Logpoeion Sales Iaifhord el Severance Tobacco Cogp oraflon
Income Income Franchise
Actual Collections $375 $2,290 $2,393 $664 $155 $290
Estimated Exemptions $515 $504 $432 $112 $10 $9
Total Potential
ot Totentt $890  $2,794 $2,825 $776 $165 $299
Collections
Percentage of tax loss 57.9% 18% 15.3% 14.5% 6.1% 3.2%

In Millions

of Dollars



Overview
Part 2

Top Tax Exemptions 2004-05
Sales Tax (Statutorily imposed)

Vendor’s compensations

Sales of 50-ton vessels
T and component parts

¢ Other exemptions

Purchases by federal, state,
T and local governments

Drugs prescribed by
physicians or dentists

Drugs prescribed by physicians or dentists* $207,558,594 41.1%
Purchases by federal, state and local governments $124,617,500 24.7%
Sales of 50-ton vessels and component parts $41,650,000 8.2%
Vendor’s compensation $26,907,747 5.3%
Other exemptions $103,229,146 20.7%
Total exemptions $503,962,987 100.0%

*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.

(7]
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Top Tax Exemptions 2004-05

Individual Income Tax (Statutorily imposed)

Federal retirement
benefits exclusion T
[

T Dependent exemption - deduction

Net income taxes
T paid to other states

? Other exemptions

Personal exemption-
standard deduction T

State employees, teachers, and
Tother retirement benefits exclusion

Personal exemption - standard deduction $226,595,000 52.4%
State employees, teachers, and other retirement benifits exclusion $84,945,000 19.7%
Net income taxes paid to other states $36,199,000 8.3%
Dependent exemption - deduction $27,106,000 6.3%
Federal retirement benefits exclusion $21,239,000 4.9%
Other exemptions $35,892,600 8.4%

Total exemptions $431,976,600 100.0%
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Top Tax Exemptions 2004-05

Corporation Income Tax (Statutorily imposed)

Ad valorem tax paid by
certain telephone companies T
[

¢ Other exemptions

Net LA Operation
T Loss Deduction

Inventory Tax I

? Subchapter S Corporation

Inventory tax $222,304,000 43.2%
Subchapter S Corporation $169,904,600 33.0%
Net LA operating loss deduction $62,955,480 12.2%
Ad valorem tax paid by certain telephone companies $28,409,000 5.5%
Other exemptions $31,007,630 6.1%
Total exemptions $514,580,710 100.0%
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Sales Tax

Comparison of Major Tax Exemptions with Southeastern States

Louisiana Alabama Arkansas Florida Georgia Kentucky | Mississippi Clj;:)litil:na Ci;)(l:ltil:la Tennessee Texas Virginia V?Z;eisr:ia
Exemption
1. Drugs, medical equipment Exempt; Exempt Exempt Exempt Exempt Exempts See note! Medicine and Exempt Exempt Exempt Exempt
and supplies, insulin, etc. includes prescription prescription drugs, | prescription | prescription prosthetic devices
prescription drugs; drugs, insulin, insulin drugs, med- | drugs, and the sold by prescription,
durable medical insulin syringes, blood meas- | ical oxygen, | sale of home prescription medi-
equip. only when | strips, pre- uring devices, and | insulin, dia- medical cines & therapeutic
under order of scription wheelchairs by the betic sup- | supplies and radiopharmaceuticals
doctor by a medical totally disabled. plies, and equipment used in the
provider to equip. and Exempt durable med- | prosthetic paid for by treatment of cancer
Medicare recipient supplies ical equip. when paid | devices” Medicare or or related diseases™
for with Medicaid or Medicaid
Medicare funds
2. Food for further preparation Taxable Taxable No Tax Exempts Exempt Taxable3 No state Taxable at 5% Taxable at Exempt | Taxable at 1.5%, |Taxable at
food as defined by sales tax; | unless eligible food | 6%; exempt for a combined | reduced
Federal Food Stamp all counties |  items under the when state and local rate | rate of
Act for off premises charge a Federal Food purchased of 2.5% 5%
consumption 2% local Stamp Act with food effective
sales tax stamps 1/1/2006
3. Trade-ins of like-kind Taxable Exc.MV Taxable No Tax No Tax No Tax No Tax Taxable No Tax No Tax No Tax No Tax No Tax
property Exc.MV Exc. MV
4. Electric power or energy Taxable Taxable? Taxable! Taxable!” Taxable'® Taxable’ Taxable Taxable® Taxable’ Taxable® Exempt® Exempt
5. Natural gas Taxable Taxable Taxable’ Taxable' Taxable' Taxable® No Tax" Taxable® Taxable’ Taxable® Exempt’ Exempt
6. 1.1% vendor’s compensa- 5%-up to $100; | 2% prompt | 2.5% on 3% on first 1.75% on | 2% $50 max No 3% less than No .5% for Varies" No
tion No Maximum 2%-on remaining | payment dis- | $1,200 | $3,000/tax; 0.5% over | $1,000 tax; | per return; $100/tax; 2% over; | Repealed | timely filed;
$400 max count $1,000 | tax/max $3,000 1% on $600 max per max $3,000 per | July 1, 2000 | 1.25% for
per month amounts over year year; $3,100 if prepayments
max $1,000 w/cap return filed
of $1,500 per electronically”
return, effec-
tive 7/1/05%
7. Property purchased for Taxable unless Taxable No Tax" Taxable Taxable Exempt Exempt Taxable Taxable Exempt Taxable* Taxable
exclusive use outside the delivered; special unless
state (off-shore use) exem. for offshore delivered
drilling equip.

" Exempts Prescription Drugs, Insulin, Nonprescription Drugs sold on written prescrip-
tion, durable medical equipment covered under Medicare/Medicaid, certain medical
aids, nutritional supplements sold by chiropractors and orthopedic supplies.

* Unless purchased with food stamps or purchased with food instruments issued to the
Mississippi Band of Choctaw Indians

* Residential utilities are exempt; non-residential uilities are taxed at 7% unless used in
an industrial manufacturing process at a fixed location within the state

° Commercial usage — 7%, residential usage — 0%, industrial usage — 1.5%

¢ Unless used in the manufacture of tangible personal property for sale, used in the pro-
duction of poultry, livestock, swine and milk and used for residential purposes

7 Residential energy fuels are exempt; fuels used in manufacturing are taxed at a reduced
rate (1.5%)

® unless used predominantly in manufacturing

? Natural gas delivered to customers through lines, mains, or pipes is exempt

1949% of 3% tax on first $62,000 taxable sales; 3% of 3% tax on taxable sales between
$62,000 and $208,000; and 2% of 3% tax on taxable sales over $208,000

2as long as possession is taken outside the state

"% exempts consumables and motor fuels placed in ships plying the high seas in interstate
or foreign commerce

1“No Tax: Sales tax was repealed and replaced by excise tax.

1 Residential is exempt, industrial manufacturing capped at energy costs up to 3% of
cost of production

7Georgia exempts the sale of electricity sold to farmers for exclusive use in a poultry
structure and exclusive use for irrigation systems on row crops

" Georgia exempts the 4% tax on sales of natural gas sold to electricity manufacturers

" Prior to July 1, 2004, drugs administered by for profit healthcare providers, excluding
hospitals, were taxable

?' Sale of first 500 kwh of electricity per month exempt for residential customers with
HH income below $12,000 per year

2 Effective 9/1/2004, machinery, tools and equipment used by a public service corpora-
tion in the generation of electric power will be subject to sales and use tax.

»Exemption for fuel and supplies for use or consumption aboard ships or vessels plying
the high seas, in interstate or foreign commerce, when delivered directly to such ships
or vessels.

*For complete list of items that qualify for exemption see 12-26-2120 (28) (a)-(e)

» A maximum of $10,000 when not required to register but collect the tax voluntarily

*For filing periods 7/1/2004 through 6/30/05, no cap.
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Individual Income Tax

Comparison of Major Tax Exemptions with Southeastern States

.. . NPT North South .. West
Louisiana Alabama Arkansas Georgia Kentucky Mississippi Carolina Carolina Virginia Tt
Exemption
1. Personal exemption $4,500 $1,500 S $3,000 M Tax Credit $2,700 each person Tax credit $20 | $6,000 S $12,000| $2,5001 per | $3,100 per taxpayer (SAF) | $900 per taxpayer $2,000 per
S/MS; $9,000 MJ/HH $3,000 HH $1,500 MS $20 S/HH per taxpayer M] $8,000 HH | taxpayer (SAF) increasing to $900 in | taxpayer"
(This is a combined personal $40 MJ taxable year 2005
exemption/standard deduction) $20MS
. Standard deduction 20% of AGI maximum $4,000/M] $2,300/S or HH $1,910 per $2,300/S $3,000/S $4,850/S $9,700/M] $3,000/S $6,000/M] No
(Louisiana has a combined $4,000/M]J or $2,000 $2,000 all $3,000/M]J taxpayer indexed $4,600/M] $6,000/M] $4,850/MS $7,150/HH $3,000/MS
personal exemption/standard all others others $1,500/MS™ annually $3,400/HH $2,500/MS (SAF)
deduction - See figures above.) $2,300/MS $4,400/HH
. Excess federal itemized (SAF) FICA deductible, med- | (SAF) Cannot | (SAF) Cannot deduct| (SAF) Cannot (SAF) Cannot (SAF) Cannot (SAF) Cannot deduct (SAF) Cannot deduct No
deduction (Repealed for ical limited to 4% instead of deduct state state tax for states deduct state tax" | deduct state tax, | deduct state tax state tax state tax
taxable periods beginning 7.5% tax other than Georgia Mississippi
after 12/31/2002) Gaming losses
. Dependent exemption-deduc- $300 per dependent $20 tax $3,000 per $20 tax credit per $1,500 per 25001 per (SAF) $3,100 per $900 per dependent | $2,000 per
tion $1,000 per dependent credit per dependent dependent dependent dependent dependent® dependent
dependent
. State employees, teachers, and Yes No’ No® Yes* Yes Yes® No¢ Yes Yes’
other
. Federal retirement benefits Yes No’ No? Yes* Yes $4,000 max No’ No'™ Yes’
exclusion exclusion®
7. Federal income tax deduction Yes No No No No No No No No

HH=head of household
S=single

SAF=same as federal
MS=married filing separate

Florida, Tennessee, and Texas do not have an individual income tax; Florida and
Tennessee tax interest and dividend income from certain intangible assets.

' $2,000 if AGI is equal to or greater than threshold amount for filing status.

? Children under six years of age receive a double exemption.

* Georgia provides for a retirement income exclusion of up to $15,000 for any taxpay-
er who is age 62 or older; or totally disabled. Up to $4,000 of carned income may be
part of the exclusion amount.

“ State, local, and federal retirement income for service performed after 12/31/97 is
treated the same as private pension income (up to $38,775 excludable)

° $4,000 maximum exclusion for state or local government retirement benefits; $2,000
maximum exclusion for private retirement benefits. Max of $4,000 for all retirement
benefits, except that North Carolina state and local government employees who had
five or more years of creditable service as of August 12, 1989 may exclude all retire-
ment benefits from certain defined benefit plans, which include most state-sponsored
retirement systems.

MJ=married filing joint

¢ All persons age 65 or older are eligible for an $11,500 deduction.

7 Complete exclusion for benefits received under any WV police, WV fireman’s retire-
ment system, WV State Police death, disability and retirement fund, WV deputy sher-
iff retirement system. $2,000 exclusion for federal, military and WV public employ-
ees and teachers retirement systems; $8,000 exclusion for senior citizens ($16,000 on
joint returns). Military retirees are also entitled to an additional exclusion (For tax
years beginning after 12/31/2000 and ending prior to 1/1/2003, the additional exclu-
sion equals 2% multiplied by the number of years of active duty multiplied by the first
$30,000 of military retirement income. For tax years beginning after 12/31/02, the
additional exclusion equals the first $20,000 of military retirement income.)

* Max of $4,000 for all retirement benefits, except that Federal government employees
who had five or more years of creditable service as of August 12, 1989 may exclude all
retirement benefits from certain defined benefit plans, including the Federal
Employees’ Retirement System and the United States Civil Service Requirement
System.

* Social Security and railroad retirement are not taxable. $3,000 deduction from retire-
ment income, $10,000 deduction from retirement income upon reaching sixty-five
years of age — Also, upon reaching sixty-five years of age $15,000 deduction from any
taxable income reduced by any retirement income deduction.

"If an individual is age 65 or older prior to taxable year 2004, a $12,000 deduction is
allowed. If an individual is age 62-64 in taxable year 2004, a $6,000 deduction is
allowed until age 65, when a $12,000 deduction, subject to a reduction based on
income, is allowed. If an individual is below age 62 prior to taxable year 2004, no
deduction is allowed until age 65, when a $12,000 deduction, subject to a reduction
based on income, is allowed.

" Except for those that are claimed as a dependent on another taxpayer’s recurn. The
exemption for a taxpayer claimed as a dependent on another person’s return is limited
to $500.

"2 Additional $1,300 deduction each for taxpayer/spouse age 65 or older; $1,300 deduc-
tion each for taxpayer/spouse that is blind.

1% (SAF) Cannot deduct state tax, foreign income, or state or local sales.
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Corporation Income Tax

Comparison of Major Tax Exemptions with Southeastern States

.. . . T North South .. West
Louisiana Alabama Arkansas Florida Georgia Kentucky | Mississippi Carolina Carolina Tennessee Texas Virginia Vit
Exemption
1. Net operating loss deduc- |  Yes forward | Yes forward 5 Yes Yes forward 20 | Yes, forward | Yes forward 20 | Yes forward 15 | Yes forward Yes forward Yes forward | Yes based upon | Yes?, based
tion (Carryback 3 years, 15 years years forward | years; carryback | 20 years years; carry- years! 15 years 15 years 5 years federal upon
carryforward 15 years) 15 years 2 years back 2 years provisions’ Federal
provisions
2. Subchapter S Status Yes Yes Yes Yes Yes, but Yes Yes Yes No No Yes Yes
recognized taxed as a
corporation
3. Percentage depletion 12% of gross Same as No Same as Yes No Yes® No No Same as No No
(22% of gross income income from federal federal federal
limited to 50% of net property”
income from the
property)
4. Federal income tax Yes No No No No No No No No No No No
deduction

! For economic loss only; no carryback.

? Carryback and carryforward provisions are the same as federal provisions. However, no
more than $300,000 of net operating loss from any tax year may be carried back to

any previous taxable year.

? In excess of cost depletion allowance on North Carolina property.

“ Gross Income excludes rents or royalties. Limit computed on net income without

allowance for depletion. In no case less than federal. In case of leases, equitably appor-
tioned between lessor or lessee. (40-18-16(b)(2))

until utilized

> For years 2001 and 2002 corporations limited to two-year carryback, can carryforward
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Summary of all Taxes

(Statutorily imposed exemptions only)

Five-Year Revenue Loss

Tax type FYE FYE FYE FYE FYE
(Listed in order of 6-03 6-04 6-05 6-06 6-07
T magnitude by FYE 6-04) (projected) (projected)
16 | Income tax - corporation $504,107,650|  $476,174,815 $514,580,710  $543,862,000/  $556,622,000
20 Sales tax $631,609,921 $470,704,040  $503,962,987 $562,241,270 $595,052,750
33 Income tax - individual $488,336,600 $434,291,990, $431,976,600 $440,706,000 $452,272,500
37 Natural Resources - severance $81,163,000 $77,695,000 $112,381,000 $134,416,900 $146,499,000
39 | Tax incentives and exemption contracts $66,688,842 $28,722,151 $98,387,881 No data No data
40  |Tobacco tax $8,441,000 $9,357,100 $9,639,964 $9,800,000 $9,700,000
41 Corporation franchise tax $9,023,000 $9,576,743 $9,438,000 $32,220,800 $54,914,000
43 Petroleum products tax $6,825,400 $6,938,000 $6,955,000 $7,295,000 $3,295,000
44 Inheritance tax $31,769,500 $12,707,800 $6,509,600 $5,560,000 $4,719,500
45 Gift tax $3,510,500 $3,557,000 $3,801,000 $3,915,000 $4,036,500
46 Liquors - alcoholic beverage taxes $1,009,100 $1,036,000 $1,057,600 $1,070,000 $1,070,000
47 *Public utilities and carriers taxes $675,000 $675,000 $675,000 $675,000 $675,000
47 *Telecommunications tax $30,000 $30,000 $30,000 $30,000 $30,000
47 *Hazardous waste disposal tax $20,000 $20,000 $20,000 $20,000 $20,000
Total tax revenue loss $1,833,209,513 $1,531,485,639| $1,699,415,342| $1,741,811,970| $1,828,906,250

* Included on the miscellaneous tax table

*** — Not in effect

NRR = No Reporting Requirement

Negligible = less than $10,000
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Corporation Income Tax Five-Year Revenue Loss

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Exemptions and exclusions

1. Credit Unions NRR NRR NRR NRR NRR
2. Exemption for certain foreign corporations NRR NRR NRR NRR NRR
3. Electric cooperatives NRR NRR NRR NRR NRR
i Bt vy e, o e S O N B
” condueed in publihy-owned Biges NRR NRR NRR NRR NRR
6. State banking corporations and shareholders NRR NRR NRR NRR NRR
7. Dividends from national banking corporations NRR NRR NRR NRR NRR
8. Interest on state or local government obligations NRR NRR NRR NRR NRR

9. S:;:;g::g;ﬂ :;ziiriises for operating public $0 $0 $0 $0 $0

10. Income from carriage on high seas $0 $0 $0 $0 $0
11. Certain exempt corporations, organizations, etc. NRR NRR NRR NRR NRR

*** = Not in effect NRR = No Reporting Requirement Negligible = less than $10,000
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Corporation Income Tax

Five-Year Revenue Loss

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Deductions

12. Percentage depletion

$18,000,000/  $18,000,000  $18,000,000,  $18,000,000  $18,000,000

13. Net Louisiana operating loss

$156,000,000 $85,520,000 $62,955,480 $64,844,000 $66,789,000

14. Subchapter S corporation'

$79,200,000, $190,882,115' $169,904,600' $175,000,000 $180,250,000

Credits

15. Corporation jobs

$358,000 $179,800 $163,660 $169,000 $174,000

16. Inventory tax

$192,192,650> $143,392,600% $222,304,000° $228,974,000° $233,553,000°

17. Credit for ad valorem tax paid by certain
telephone companies

$30,191,1617  $25,358,300?  $28,409,000°,  $29,261,000°]  $29,846,000°

18. Credit for purchases from Prison Industry Enhancement

$27,839> $5,800° $367,420° $385,000° $396,000°

Other credits - revenue loss for credits in shaded areas included in total for all "other credits"

19. Cash donations to the Dedicated Research Investment

$140,600 $144,000 $148,000
Fund
20. Hiring eligible re-entrants $0 Umjlb.le o Umjlb.le 0
anticipate anticipate
21. Contribution of tangible personal property of a sophisti-
cated and technological nature to $29,100 $30,000 $31,000
educational institutions
22. Neighborhood assistance Minimal Minimal Minimal

! The FYE 6-04 revenue loss for the subchapter S corporation income tax deduction is based on tax return detail data captured by the department’s new computer system and has been verified to be correct. Revenue loss projections for FYE

6-06 and 6-07 have been adjusted accordingly.

? The estimated revenue loss for these credits include the total revenue loss for individual income tax and corporation income and franchise taxes.

? The estimated revenue loss for these credits include the total revenue loss for corporation income and franchise taxes.

*** = Not in effect NRR = No Reporting Requirement Negligible = less than $10,000
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Corporation Income Tax

Five-Year Revenue Loss

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Other credits continued
23. Employment of the previously unemployed Minimal Minimal Minimal
24. Alternative fuel usage $0 Un’flb.le © Un;.lb.le 0
anticipate anticipate
25. Bone-marrow donor expense $0 Un’flb.le © Un;.1b.le ‘0
anticipate anticipate
26. Employee and dependent health insurance coverage credit kX $3,000,000 $3,000,000
27. Employment of certain first time drug offenders $0 Unz.ib.le © Un?b.le 0
anticipate anticipate
28. Donations to assist qualified playgrounds $0 Unz.lb.le ‘0 Un;.lb.le ‘0
anticipate anticipate
29. Louisiana basic-skills training $0 Unz.lb.le ‘0 Un?b.le ‘0
anticipate anticipate
30. Insurance company premium tax $12,218,000 $12,465,000 $12,840,000
31. Certain refunds issued by utilities $0 Un?b.le ‘0 Un?b.le 0
anticipate anticipate
32. Donations to public elementary or secondary schools Minimal Minimal Minimal
33. Low-income housing No data Un?b.le 0 Un?b.le 0
anticipate anticipate
34. Purchasing of qualified recycling equipment o $5,000,000 $5,000,000
35. Donations of property to certain offices and agencies No data Unz‘ib.le 0 Un?b.le 0
anticipate anticipate

* See number 6, Motion Picture Incentive, Tax Exemption contract Section

*** — Not in effect

NRR = No Reporting Requirement

Negligible = less than $10,000
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Corporation Income Tax

Five-Year Revenue Loss

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Other credits continued
36. Donations of material, equipment or instructors made to No daa Unable to Unable to
certain training procedures anticipate anticipate
37. Credit for debt issuance costs ok $0 Un'a l?le © Un?b.le *©
anticipate anticipate
38. Credit for rehabilitation of historic structures kX $88,850 $1,590,000 $1,595,000
39. icotucils.ieaclﬁj community development financial institutions ok ok ok $5.000,000" $5.000,000"
Other credits - total $28,138,000 $12,837,000 $12,476,550 $27,229,000 $27,614,000
Total state revenue loss $504,107,650| $476,174,815| $514,580,710  $543,862,000/ $556,622,000
Exemption required by the state constitution
40. Federal income tax deduction $54,000,000,  $42,134,000  $41,390,000,  $43,935,000  $45,250,000
Total corporation income tax revenue loss $558,107,650/  $518,308,815 $555,970,710,  $587,797,000, $601,872,000

! The estimated revenue loss for these credits include the total revenue loss for individual income tax and corporation income and franchise taxes.

*** — Not in effect

NRR = No Reporting Requirement

Negligible = less than $10,000
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Sales Tax

Five-Year Revenue Loss

re-leases or re-rented

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Exclusions
1. Purchases by pari-mutuel race tracks No data No data No data Unz.ib'le 0 Une'lb'le 0
anticipate anticipate
2. Purchases by off-track wagering facilities No data No data No data Un?b.le 0 Une'tb.le *©
anticipate anticipate
3. Purchases, services and rentals for construction of Unable to Unable to
- No data No data No data .. .
sewerage or waste water treatment facility anticipate anticipate
4. Isolated or occasional sales of tangible personal property No data No data No data Un?b'le o Un?b'le o
anticipate anticipate
5. Installation charges on tangible personal property No data No data No data Ungb_le 0 Un;_lb_le o
anticipate anticipate
6. Installation of board roads to oil-field operators No data No data No data Un:.1b.16 o Un:.1b.Ie 0
anticipate anticipate
7. Manufacturers rebates on new motor vehicles' $12,511,222|  $18,646,618/  $18,473,535  $18,852,000,  $19,229,000
8. Manufacturers rebates paid directly to a dealer $2,350,000 $2,395,000 $2,442,900 $2,491,750 $2,541,500
9. Leases by railway companies and railroad corporations No data No data No data Unajlb'le to Unajlb'le to
when they act as lessees anticipate anticipate
10. Purchases of manufacturing machinery and equipment ok ok $3,294,395*  $18,500,000  $38,000,000
11. Purchases of electric power and natural gas by paper or e oxk oxk oxk
. e $1,600,000
wood products manufacturing facilities
12. Room rentals at religious camp and retreat facilities Negligible ok Negligible Negligible Negligible
13. Rentals or leases of certain oil-field property to be $893.000 $910,800 $929.000 $947.580 $966.500

! Revised from Office of Motor Vehicles data.
? Revised amounts obtained from sales tax reports

ok _

Not in effect

NRR = No Reporting Requirement

Negligible = less than $10,000
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Sales Tax

Five-Year Revenue Loss

the Poor

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Exclusions continued
14. Certain transactions involving the construction or $557.000 $568,000 $579.350 $590,940 $602,750
overhaul of U.S. Navy vessels
15. Rental or pu'rc‘hase of al.rplanes or alrplancf equipment and No data No data No data Un;'ib'le to Une'tb'le to
parts by Louisiana domiciled commuter airlines anticipate anticipate
16. Purchases and leases by free hospitals $46,000 $47,000 $48,000 $48,500 $49,000
17. Certain edycauongl materials and equipment used for $568.000 $579.000 $590.600 $591.000 $602.000
classroom instruction
18. Sales and rentals to Boys State of Louisiana, Inc. and Girls .. .. .. . ..
State of Louisiana, Inc.y Negligible Negligible Negligible Negligible Negligible
19. Vehicle rentals for rerent to warranty customers $106,000 $108,000 $110,150 $112,350 $114,500
20. Property used in the manufacture, production, or ok . . Unable to Unable to
extraction of unblended diesel anticipate anticipate
21. Purcha.ses by' reglon'ally accredited independent $190,000 $193.500 $197.350 $201.300 $205.000
educational institutions
22. Purchases by state and local governments $230,778,650*| $159,992,656* $124,617,500* $127,881,000% $130,439,000*
23. Purchases of certain bibles, songbooks, or literature by
certain churches or synagogues for religious oHk $600,000 $612,000 $624,500 $637,000
instructional classes
24. Purchases by the Society of the Little Sisters of e $25.000 $25.000 $25.000 $25.000

* This amount includes the total revenue loss for purchases by state and local government and sales to the U.S. government (see #33). Estimate is based on Sales Tax Line item reports.

ok _

Not in effect

NRR = No Reporting Requirement

Negligible = less than $10,000
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Sales Tax

Five-Year Revenue Loss

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Exclusions continued
25. Purchases by nonprofit entities that sell donated goods o o o $350,000 $350,000
26. Purchases of tangible personal property for lease or rental $18,635,000 $2,087,723! $2,452,250! $2,494,000 $2,543,000
27 purchases of new rescarch equipment by a $1,300,000  $1,300,000  $1,326,000  $1,350,000 Not in effect
iotechnology company
28. Sales through coin-operated vending machines $3,147,000 $3,210,000 $3,274,000 $3,300,000 $3,350,000
29. Natural gas used in the production of iron No data No data No data Une'lb'le t© Un?b.le o
anticipate anticipate
30. Electricity for chlor-alkali manufacturing process $5,989,000 $6,109,000 $6,231,000 $6,350,000 $6,475,000
31. Sales of human-tissue transplants Negligible Negligible Negligible Negligible Negligible
32. Sales of raw agricultrural products $0 $0 $0 $0 $0
33. Sales to the United States Government and its agencies No data No data See number 22 | See number 22 | See number 22
34. Sales of food items by youth organizations $157,000 $160,000 $163,000 $166,000 $169,000
35. Purchases of school buses by independent operators $365,000 $372,000 $379,000 $387,000 $395,000
36. Tangible personal property sold to food banks Negligible Negligible Negligible Negligible Negligible
37. Pollution control devices and systems® $798,365 $9,815 $413,000 $425,000 $433,500

1 Revised amounts obtained from sales tax line item report.

2 Revised amounts obtained from refunds issued.

ok _

Not in effect

NRR = No Reporting Requirement

Negligible = less than $10,000
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Sales Tax

Five-Year Revenue Loss

nonprofit, civic organizations

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Exclusions continued
38. Certain aircraft assembled in Louisiana with a capacity of’ $0 No data No data UIlé‘Ib‘IC to Un;ij.Ie to
50 people or more anticipate anticipate
. : . . Unable to Unable to
39. Pelletized paper waste used in a permitted boiler No data No data No data . Iy
anticipate anticipate
40. Purchases of equipment by bonafide volunteer and $167.000 $170.500 $174.000 $177.500 $181.000
public fire department
41. Sales of telephone directories by advertising companies $42,000 $42.000 $42.,000 $42.,000 $42,000
42. Sales of cellular telephones and electronic accessories ok ok ok ox ok
43. Purchases of fuel or gas by residential consumers o o See number 160 | See number 160 | See number 160
44. gurchases b}{ a private Rostsecondary academic Joxk soxk soxok $56,000 $56,000
egree-granting institution
45. Alternate substance used as a fuel o o o Unz.{b.le © Umjlb.le ©
anticipate anticipate
46. Donation of toys ok ok ok $40,000 $40,000
47. Natural gas helgl, used, or copsumed in providing natural " . . Unable to Unable to
gas storage services or operating natural gas storage . .
Facilities anticipate anticipate
48. Articles traded in on tangible personal property No data No data No data Un?b.le © Un?b.le w0
anticipate anticipate
49. First $SQ’OOO of new farm equipment used in poulery $147,000 $150,000| See number 116 |See number 116 See number 116
production
50. Specialty Mardi Gras items sold by certain organizations o o o Negligible Negligible
51. Admissions to athletic or entertainment events by
educational institutions and membership dues of certain $2,101,000 $2,143,000 $2,186,000 $2,229,700 $2,274,000

* Revised amounts obtained from sales tax line item report.

*** — Not in effect

NRR = No Reporting Requirement

Negligible = less than $10,000
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Sales Tax

Five-Year Revenue Loss

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Exclusions continued
52. Admissions to museums $1,157,000 $1,180,000 $1,203,600 $1,227,650 $1,252,000
>3. gcclirlriliiszéons to places of amusement at camp/retreat Negligible Negligible Negligible Negligible Negligible
54. Repair services per.formed in Louisiana when the $3,147,000 $3,857,334 $5,019,150? $5,119,000 $5,221,000
repaired property is exported
55. Defined call centers $795,000 $253,000 $177,000 $180,500 $184,000
56. Telecommunication services through coin-operated No data No data No data Un:jlb.le to Unz.lb.le to
telephones anticipate anticipate
57. Miscellaneous telecommunications services No data No data No data Umjlb.le 0 Uns.lb.le 0
anticipate anticipate
58. Coin bullion with a value of $1,000 or more $200,000 $204,000 $208,000 $212,500 216,000
59. Certain geophysical survey information $0 $0 $0 $0 $0
and data analyses
60. Work products of certain professionals $0 $0 $0 $0 $0
61. Pharmaceuticals administered to livestock for . . . . -,
agricultural purposes Negligible Negligible Negligible Negligible Negligible
62. Used f: dh d 54 f f
new manufactured homes 4 percent oficosto $4271,664  $3727,273'  $3,768,619'  $3,845,0000  $3,922,000
63. Purchases of certain custom computer software $2,500,000 $147,3402 $578,145% $590,000 $602,000
64. Certam'dlgltal Felevmon and digital radio $1.110,000 $610.000 $622.000 $825.000 $841,000
conversion equipment
65. Materials used directly in the collection of blood $600,000 $600,000 $600,000 $612,000 $624,000
66. Apheresis kits and leuko reduction filters $175,000 $175,000 $175,000 $178,000 $182,000
67. Other constructions permanently attached to the No data No data No dara Un;.lb.le to Un:'lb'le to
ground anticipate anticipate

! Revised fromOffice of Motor Vehicle data.
? Revised amounts obtained from sales tax line item report.

*** — Not in effect

NRR = No Reporting Requirement

Negligible = less than $10,000
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Sales Tax

Five-Year Revenue Loss

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Exclusions continued
68. Donation to certain schools from resale inventory No data No data No data Umjlb.le © Unz'lb'le ©
anticipate anticipate
69. Use tax on residual or by-products consumed by No dara No daa No data Un:jlble to Un:‘lb‘le to
the producer anticipate anticipate
70. Advertising services $0 $0 $0 $0 $0
Exemptions
71. Purchases by nonprofit electric cooperatives Suspended Suspended Suspended Suspended Suspended
72. Purchases by a public trust $0 $0 $0 $0 $0
73. Sales by state-owned domed stadiums $1,259,000 $1,284,000 $1,309,700 $41,000 $124,000
74. Sales by certain publicly-owned facilities No data No data No data Umjlb.le 0 Unz.lb.le ‘0
anticipate anticipate
75. Sales of farm products direct from the farm $305,000 $311,000 $317,000 $323,500 $330,000
76. Racehorses claimed at races in Louisiana Suspended Suspended Suspended Suspended Suspended
77. Feed and feed additives for animals held for business Suspended Suspended Suspended Suspended Suspended
purposes
78. Materials used in the production or harvesting Suspended Suspended Suspended Suspended Suspended
of crawfish
79. Materials used in the production or harvesting of catfish |  Suspended Suspended Suspended Suspended Suspended
80. Farm products produced and used by the farmers $76,000 $77,500 $79,000 $80,550 $81,000
81. Sales of gasoline (not subject to motor fuels tax) Suspended Suspended Suspended Suspended Suspended

*** — Not in effect

NRR = No Reporting Requirement

Negligible = less than $10,000
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Sales Tax

Five-Year Revenue Loss

FYE FYE FYE FYE FYE
Exemptions 6-03 6-04 6-05 6-06 6-07
(projected) (projected)
Exemptions continued

82. Sales of steam Negligible See number 84 | See number 84 | See number 84 | See number 84
83. Sales of water $1,844,761'| See number 84 | See number 84 | See number 84 | See number 84
84. Sales of electric power or energy $23,981,895° $9,192,874 $12,297,810 $33,500,000 $46,000,000
85. Sales of newspapers Suspended Suspended Suspended Suspended Suspended
86. Sales of fertilizers and containers to farmers $0 $0 $0 $0 $0
87. Sales of natural gas $11,068,566°| See number 84 | See number 84 | See number 84 | See number 84
88. Materials and energy sources used for boiler fuel Suspended Suspended Suspended Suspended Suspended
89. ?I;r\l,l;l:tsc’);’uft-g;nlitliishifoﬁzxaiggaft removed from Suspended Suspended Suspended Suspended Suspended
90. Drugs prescribed by physicians or dentists $226,758,500°| $149,703,296"  $207,558,594, $210,000,000/ $214,000,000
91. Sales of food by certain institutions Suspended Suspended Suspended Suspended Suspended
92 giz%gz:ti(g;vmg equipment and motor vehicle Suspended Suspended Suspended Suspended Suspended
93 fiege}ftf ii)dblzar;c(:i;?t ?ﬁdmfe‘llieé/gf);lnlzirczzggssters for the Suspended Suspended Suspended Suspended Suspended
94. Repairs of materials used drilling rigs and equipment No data No data Suspended Suspended Suspended
95. Sales of 50-ton vessels and new component parts and Unable to

sales of certain materials and services to vessels . $41,644,504 $41,650,000 $42,477,500 $43,327,000

operating in interstate commerce anticipate
96.