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Proposed law provides that various tax credits claimed against income and corporate franchise taxes shall not exceed
taxpayer liabilities. Excess credit amounts shall not be refundable, but may be carried forward for five years. Applicable for
tax years beginning on or after January 1, 2022.

 Effective upon governor's signature.

The Department of Revenue indicates that the costs to modify and test tax systems to incorporate the changes provided by
the bill for the various affected credits would be approximately $51,000 of staff time. Additional costs might be incurred if
processing equipment and software upgrades are necessary.

The bill appears to intend to convert currently refundable tax credits to nonrefundable status, resulting in greater net tax
receipts. While it is uncertain as to the specific annual effects of the bill, credits are generally refundable, in part, because
the annual tax liabilities of recipient taxpayers are typically insufficient for those taxpayers to realize the full benefit of the
credit without refundability. The Dept. of Revenue identified 11 currently refundable credits affected by the bill, and reported
FY20 amounts of credit claimed in excess of liability. In the aggregate, these credits resulted in approximately $212 million
of refund payments. This bill would presumably prevent this approximate amount of refund payments in future tax periods,
resulting in greater net tax receipts. Roughly 80% of this amount is associated with three of the credits (inventory ad
valorem credit, offshore vessel ad valorem credit, and the digital interactive media credit).

State fiscal effects would first occur in FY23 based on the 2022 tax period. Specific annual effects would depend on the
annual tax circumstances of tax filers claiming these credits. While annual net receipts gains could be substantial, business
tax filers could adjust behavior to shift credits from individual owners of a business to the business entity and still benefit
from as much of the credit as possible. In addition, according to the Dept. of Revenue, certain credits can be used by any
tax filer within the federal consolidated group of filers that comprises some businesses, which can negate some or all of the
non-refundability intent of the bill. Thus, while the bill works to increase net receipts, specific revenue effects in specific
fiscal years is less than than FY20 example above, and is largely speculative.
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