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Current law exempts the state, parishes, municipalities, political subdivisions, and their agencies, boards, commissions and
instrumentalities from state and local sales and use taxes imposed by any taxing authority. The Department of Revenue
(LDR) is required to issue an exemption identification number upon request by any political subdivision.

Proposed law retains the existing exemption but extends it to include purchases made by general contractors or their
subcontractors related to construction contracts for public projects conducted on behalf of state and local governments or
their agencies, boards, commissions, or instrumentalities. The bill apparently applies to all new contracts and those in effect
as of August 1, 2025, though this provision is not explicit.

Effective August 1, 2025.

LFO believes the Louisiana Department of Revenue (LDR) and local taxing authorities may incur minor costs associated with
processing additional exemptions, however, these costs are expected to be absorbed within their existing budgets.

Proposed law could result in an indeterminable decrease in state and local sales tax revenues. While current law allows
public entities to exempt contractor purchases through agency agreements, not all public construction projects utilize this
mechanism. By mandating an extension of the government exemption to all contractors and subcontractors on qualifying
public projects, the proposed law will reduce tax collections in cases where taxes would have otherwise been paid. The fiscal
impact is indeterminable because it is unclear how many new or existing contracts would have been exempt under current
law or what the value of taxable purchases would be across all state and local taxing jurisdictions.
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