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Current law provides for the refundability and/or transfer of certain income tax credits: local inventory taxes paid, taxes paid
with respect to vessels in outer continental shelf lands act waters, and recycling of oyster shells.

Proposed law makes these particular credits nonrefundable. Taxpayers may only apply the credits against Louisiana income
tax liability. Unused credits may be carried forward for up to five or ten years, depending on the credit.

Effective upon signature of the governor an applicable to tax periods beginning on or after 2026.

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

Proposed law will likely result in an indeterminable increase in SGF revenues as taxpayers claiming certain credits that are
refundable in existing law will only be able to claim up to their tax liability. The bill changes the nature of certain tax credits
from refundable to nonrefundable with a carryforward period specified for each credit. Each of the affected credits has its
own pattern of total claims and amounts of offsetting tax liabilities, ultimately determining the balance refunded in excess of
tax liabilities. But in each case, presumably certain amounts of the total credit available are refunded each year, indicating
that sufficient tax liabilities are not available for the taxpayer to exhaust the credits each year. Thus, greater net receipts are
likely to be retained by the state during the years of this bill’s effectiveness. In each year of the bill’s effectiveness,
taxpayers will only be able to use the credit against tax liabilities owed in the taxable year and the subsequent years of the
credit’s specified carryforward period. While the carryforward of unused liabilities is available, it is likely that in the
aggregate these unused credit amounts will not be fully realized during the carryforward period. Thus, the excess credit
amount that was previously refundable will no longer be refunded is assumed to be the potential revenue gain from the bill.

Data reported from the Department of Revenue using returns of impacted taxpayers suggests taxpayer refunds affected by
the bill exceed taxpayer liabilities by approximately $35.2M, if the bill were in place in 2024. This analysis does not include
changes to income taxes that took place in the 2024 3rd ES. Without refundability the taxpayers would be forced to
carryforward the credits into future years tax years and in the event no such liability takes place, the state would gain
revenue in the amount of unused credits. The exact timing and realization of such revenues gains would rely upon the future
tax liability and the circumstances of each taxpayer, which are subject to change from year to year and could also depend
upon on whether additional credits are earned in subsequent years.

REVENUE EXPLANATION

EXPENDITURE EXPLANATION
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