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Current law provides a refundable income tax credit of 50% of the cost and installation of conversion of property which will
subsequently allow alternative fuel use, whether in a vehicle or a delivery property, such as a service station.  Without
itemizing, the filer may instead choose a credit of 10% of the cost of a new vehicle that operates on alternative fuel, up to
$3,000 per vehicle. It is not necessary that the vehicle be purchased in Louisiana. An emergency rule effective April 30,
2012, stated the law to applied to all flex-fuel vehicles, but the rule was rescinded on July 14, 2012. Currently, the vehicle
portion of the law applies only to vehicles with fuel systems that can independently run on two types of fuel.

Proposed law retains current law but explicitly disallows a flex-fuel vehicle designed to run on gasoline or a blend of up to
85% ethanol, retroactive to the initiation of the credit in 2009. Proposed law also repeals the credit related to the conversion
of delivery property (service stations) for alternative fuel use as of July 1, 2013.

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

The bill retroactively excludes E85 flex-fuel vehicles from the tax credit for alternative fuel vehicles. Presumably, when the
rule was rescinded on July 14, 2012, LDR stopped issuing credits for such vehicles.  Prior to this date and since the inception
of the program, the state has paid out about $30 M in credits.  It is not clear what percentage of the credits were paid on
E85 flex-fuel vehicles, but , according to LDR, the Office of Motor Vehicles estimates about 5,700 hybrid vehicles registered in
the state. If each hybrid vehicle claimed the maximum credit, the state would issue about $17.1 M in credits.  Comparing this
to the total credits issued of $30 M, it is estimated that the state would be authorized to recapture roughly half the credits
that have already been issued. However, it seems unlikely that a credit was claimed on all of these vehicles, and the
recapture potential is likely materially less than that maximum. In addition, any service stations that would have been
eligible for the credit due to conversion of delivery options to include alternative fuel will now be ineligible. It appears that
stations claimed about $2.2 M in FY 12.

LDR also indicates that it already has the authority under R.S. 47:1561.2 to initiate recapture of credits, and the credits
issued in 2009 prescribed on December 31 (two years past the year in which the credit was paid).
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