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Current law applies a 1% state tax rate on purchases and leases of manufacturing machinery & equipment (MME) through
June 30, 2018, at which time these transactions will become fully exempt. 

Proposed law repeals the partial suspension of the state sales tax exemption for purchases and leases of MME, fully
exempting these transactions for FY18.

Effective July 1, 2017.

LA Dept of Revenue (LDR) indicates some minor administrative costs will be incurred due to this proposal, due to necessary 
revisions to sales tax forms, LDR software, and the web filing software.

The 1% state sales tax that currently applies to MME was imposed by Act 25 of the 2016 1st Extraordinary Session, prior to
which MME was fully exempt. Current law provides that the 1% rate will apply until July 1, 2018, at which time MME
transactions will regain full exemption. Therefore, the proposed bill will have no effect on FY19 and later.

According to Revenue Dept., reported annual sales of MME in FY16 were $2.2 billion. Thus, assuming a comparable level of
transactions, removing the 1% tax in effect for FY18 will result in a revenue loss of some $22 million in that year.

REVENUE EXPLANATION 

EXPENDITURE EXPLANATION

Repeals partial suspension of the state sales tax exemption for purchases and leases of manufacturing machinery and
equipment, subjecting these transactions to a tax rate of 1% until July 1, 2018.
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