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For property taxes paid on inventory, OCS vessels, and landline telecom property prior to January 1, 2016, 100% is eligible
for credit against state tax liabilities. However, none of this credit is refundable, but one-fourth of the credit amount in
excess of liabilities can be carried-forward evenly over the next four years. Current law provisions are retained for taxpayers
paying less than $10,000 of property tax.

For such property taxes paid after January 1, 2016 the credit is 80% of the property taxes paid. Existing provisions regarding
75% refundable and 25% nonrefundable with five-year carry forward are retained.

Effective upon governor's signature. 

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

Act 133 of the 2015 session established the current provisions for inventory that that this bill is modifying. That bill is
expected to result in substantial additional net collections to the state as a result of allowing taxpayers to receive refunds for
75% of the inventory credit that exceeds tax liabilities, with the state essentially gaining the 25% share that was made 
nonrefundable with a five-year carry forward. This bill will deny any refund for property taxes paid prior to 2016 on inventory
as well as OCS vessels and landline telecom property (credits that were not affected in Act 133). Then for property taxes paid
on these properties in 2017 and beyond, the total credit is reduced to 80% of what was paid. Analysis of the impact of this
bill is complicated by the fact that FY15 data are distorted due to an abnormal level of filings and credit claims prior to the
effectiveness of the 2015 changes.

The Department of Revenue attempted to work around this complication by establishing a baseline credit cost expectation
due to the 2015 changes but based on FY14 tax filings and credit claims with respect to the level of claims and liabilities, and
the pattern of tax year filings within a fiscal year time frame (for example, 11% from the first preceding calendar year, 84%
from the second preceding year, and 5% from the third preceding year). Thus, net receipts in revenue in FY17 will involve
the denial of refunds for credit claims associated with these property tax payments in 2014 - 2016), and is estimated by the
Department to be some $294 million. Then, the available tax credit for property taxes paid in 2017 and beyond will be
reduced by 20% (to 80% of the amount paid in property tax) and subject to the current law provisions of refunds for 75% of
amount of credit n excess of liability and 25% carried forward for five years. Revenue gains relative to the current law
baseline expectation drop off to the $90 million range in FY18 and beyond.

Some additional collections may occur in the latter months of FY16, associated with the refundable portion of inventory taxes
paid in 2015. Roughly 11% of the typical filings by fiscal year. This potential amount might be as much as $46 million,
although filers may delay filings with extensions into FY17 since they would effectively owe more tax under this bill. Revenue
effects of the bill, especially in the first three years are highly uncertain.

REVENUE EXPLANATION

EXPENDITURE EXPLANATION

Provides for the reduction of the amount of certain ad valorem tax credits and provides for the carryforward rather than the
refund of a certain portion of excess credit amounts. (gov sig)

TAX/AD VALOREM
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2016-17 2017-18 2018-19 2019-20 2020-21 5 -YEAR TOTAL

$0 $0 $0 $0 $0
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$0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0

$294,000,000 $90,000,000 $86,000,000 $94,000,000 $90,000,000 $654,000,000

$0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0

$294,000,000 $90,000,000 $86,000,000 $94,000,000 $90,000,000 $654,000,000

2016-17 2017-18 2018-19 2019-20 2020-21 5 -YEAR TOTAL

OR +$294,000,000 GF RV See Note Page 1 of 1
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