
  
 

 

 
 

 
SALT Alert! 2016-14: Louisiana’s Second Special Session Brings 
More Tax Changes for Businesses 
In February, Governor John Bel Edwards convened Louisiana’s first special legislative 
session of 2016 to address a $900 million deficit expected for the fiscal year ending June 
30, 2016 as well as a $2 billion shortfall for the fiscal year starting July 1, 2016. The special 
session was necessary because Louisiana law prohibits lawmakers from considering 
revenue raising measures during the regular session in even-numbered years. 
Numerous revenue raising measures were passed during the first special session, 
including, but not limited to, the enactment of a new, temporary one percent state level 
sales and use tax. Lawmakers also temporarily suspended a number of sales tax 
exemptions and exclusions.  
 
Although significant revenues were raised during the first special session, the Bayou State 
still faces an estimated $600 million shortfall for the fiscal year beginning July 1. To make 
matters worse, economists are projecting an additional $200 million deficit for the fiscal year 
that ended June 30, 2016. As a result, the governor called a second special session that 
commenced on June 6, 2016 and adjourned on June 23, 2016. Lawmakers reportedly 
raised $263 million for the state’s operating budget, reducing—but not completely closing—
gaps in health and education programs. Not surprisingly, a number of the changes affect 
business taxpayers.  
 
House Bill 20, ACT 8 (signed June 28, 2016):  Single-Factor Apportionment and 
Market-Based Sourcing 
On the corporate income tax side, one of the more significant changes is the move to 
single-sales factor apportionment and market-based sourcing effective for tax years 
beginning on or after January 1, 2016. Under current law, merchandisers and 
manufacturers use single-sales factor apportionment. Taxpayers in other industries 
apportion their income using multi-factor formulas. House Bill 20 provides that the income of 
service providers (where the use of property is not a substantial income-producing factor) 
and taxpayers engaged in transportation by air and other means (other than by pipeline) will 
be apportioned using a single factor that is the taxpayer’s gross apportionable income from 
Louisiana sources over the taxpayer’s total gross apportionable income. Taxpayers 
engaged in pipeline transportation or in any other business not specifically addressed in the 
statute will use the single-sales factor formula that is currently used by merchandisers and 
manufacturers. This formula consists of net sales made in the regular course of business 
and other gross apportionable income attributable to Louisiana over the taxpayer’s total net 
sales made in the regular course of business and other gross apportionable income.  
 

http://www.legis.la.gov/legis/ViewDocument.aspx?d=1014296


A special formula consisting of property, payroll and double-weighted sales applies to 
taxpayers whose net apportionable income is derived primarily from the exploration, 
production, refining, or marketing of oil and gas. Generally, these are taxpayers whose 
income is primarily derived from the production or sale of unrefined oil and gas, or any 
taxpayer that qualifies as an integrated oil company under IRC section 291(b)(4). Any 
taxpayer that does not have any gross receipts from retail sales of oil and/or natural gas or 
does not engage in oil and/or gas refining will not be considered an integrated oil company, 
notwithstanding that such taxpayer may be a related party to an integrated oil company or a 
member of a federal consolidated group that is considered an integrated oil company.    
 
House Bill 20 also adopts market-based sourcing rules. Under these new rules, sales other 
than sales of tangible personal property will be sourced to Louisiana if the taxpayer's 
market for the sale is in the state.  Specific rules provide guidance on when a taxpayer’s 
market for a sale will be considered in Louisiana. 
• In the case of a sale, rental, lease, or license of immovable property, if and to the extent 

the property is located Louisiana.  
• In the case of a rental, lease, or license of tangible personal property, if and to the 

extent the property is located in Louisiana. 
• In the case of a sale of a service, if and to the extent the service is delivered to a 

location in Louisiana. Note that the delivery of a tangible medium representing the 
output of a service does not control the sourcing of receipts from the underlying service. 

• In the case of a lease or license of intangible property, including a sale or exchange of 
property where receipts from the sale or exchange derive from payments contingent on 
the productivity, use, or disposition of the property, if and to the extent the intangible 
property is used in Louisiana. 

• In the case of a sale of intangible property where the property sold is a contract right, 
government license, or similar intangible property that authorizes the holder to conduct 
a business activity in a specific geographic area, if and to the extent that the intangible 
property is used in or is otherwise associated with Louisiana. 

 
Any sale of intangible property not described in the statute is excluded from the numerator 
and denominator of the sales factor. Likewise, if the taxpayer is not taxable in a state to 
which a receipt is assigned, or the state of assignment cannot be determined or reasonably 
approximated, that receipt will be eliminated from the sales factor entirely.  
 
Special rules apply for sourcing service receipts if the taxpayer’s customer is an individual 
or an entity unrelated to the taxpayer. If the taxpayer’s customer is an individual (i.e., a 
natural person) and the service is a direct personal service, the receipt will be sourced to 
the location where the customer received the direct personal service. If the taxpayer’s 
customer is an individual and the service is not a direct personal service, the receipt will be 
sourced to Louisiana if the customer’s billing address is in the state. 
 
If the taxpayer’s customer is an unrelated entity, the taxpayer must determine if the service 
being provided has a substantial connection to a specific geographic location. If it does, 
then the receipt will be sourced to Louisiana if the geographic location with which the 
service is substantially connected is in Louisiana. If the service receipt has a substantial 
connection to a geographic location in more than one state, the receipt should be 
reasonably sourced among the relevant states. Receipts from sales of services to unrelated 
entities that do not have a substantial connection to a geographic location will be sourced to 
the taxpayer’s commercial domicile. 
 
If applying the specific rules for service receipts when the customer is a natural person or 
an unrelated entity results in an apportionment percentage that does not fairly reflect the 
taxpayer’s market in Louisiana, the taxpayer may utilize, or the Department may require, 
the use of other means to reasonably approximate the taxpayer’s Louisiana market. If a 
taxpayer opts to use an alternative method, the taxpayer must attach to the return a 
detailed explanation of the method used and a statement explaining why the statutory 
method was unreasonable. If this disclosure is not made as required, the taxpayer will be 



presumed to have consented to the applicable statutory method. The Secretary of Revenue 
is directed to promulgate rules addressing how to source service receipts when the 
customer is a related entity.  
 
Finally, House Bill 20 borrows a provision found in Alabama’s market-based sourcing 
regulations that is ostensibly designed to alleviate the issues that arise as a result of states 
using different apportionment methods.  This provision provides that when a taxpayer is 
subject to different sourcing methodologies for service and intangible income in other 
states, the taxpayer may request that the Department and the other state participate in non-
binding mediation. The Louisiana Department is obligated to participate in the mediation 
and to encourage the other state to participate. 
 
House Bill 47, ACT 2 (signed June 22, 2016):  Clarification on Net Operating Loss 
(NOL) Limits on Amended Returns 
Legislation enacted during the first special session of 2016 clarified some uncertainties 
stemming from the 2015 legislation limiting a number of deductions and credits, including 
the NOL carryforward deduction, effective for all original returns filed on or after July 1, 
2015 and before July 1, 2018. Specifically, the first special session legislation clarified that 
two limitations apply to use of NOL carryforwards in Louisiana. The NOL carryover 
deduction can never exceed 72 percent of Louisiana net income, and a taxpayer cannot 
use more than 72 percent of its aggregate NOL carryforwards in a given year. The first 
special session bill also made the two limitations permanent.  House Bill 47 further clarifies 
that these limits do not apply to amended returns when the NOL was originally claimed on a 
return filed prior to July 1, 2015.  
 
House Bill 29, ACT 10 (signed June 28, 2016): Changes to When Interest Accrues on 
Overpayments 
Under Louisiana law, except for certain individual income taxes, interest generally begins to 
accrue immediately after the later of: (1) the due date of the return, (2) the filing date of the 
return, or (3) the date the tax was paid. The statute governing interest, LRS 47:1624, was 
revised by House Bill 29 to insert a 90-day period after the later of the due date, filing date, 
or date the tax was paid before interest starts to accrue. Thus, interest accruing on refunds 
is, in all cases, delayed by 90 days. Also, House Bill 29 adopts offset provisions that could 
eliminate the interest accrual on certain overpayments. Specifically, the Department may 
apply any overpayments of corporate income tax against a taxpayer’s corporate income or 
franchise tax for purposes of determining interest due and payable.  Special rules govern 
the interest due on certain overpayments of severance tax.  
 
Senate Bills 6 and 10, ACTS 4 and 5 (signed June 28, 2016): Changes Affecting the 
Tax Credit for Local Property Taxes Paid on Inventory 
Under Louisiana law, manufacturers, distributors, and retailers are entitled to a credit 
against Louisiana corporate income or franchise tax for property taxes paid to localities on 
inventory held in the jurisdiction. Until last year, these credits were 100 percent refundable if 
the credit exceeded the taxpayer’s corporate income or franchise tax liability.  Effective for 
all returns filed on or July 1, 2015, if the amount of the credit exceeded the amount of tax 
liability for the year, the excess was fully refundable only if the taxpayer’s total property 
taxes paid to all political subdivisions during the taxable year was less than $10,000. 
Taxpayers whose property taxes paid to all political subdivisions during the tax year was 
$10,000 or more were refunded 75 percent of the excess credit and 25 percent was 
available as a credit carryforward for a period not to exceed five years.  
 
Two bills enacted as a result of the second special session make changes to the credits for 
property taxes paid to localities on inventory held in the jurisdiction. The changes apply to 
all original returns filed on or after July 1, 2016, regardless of the taxable year to which the 
return relates. The changes do not affect credits claimed on amended returns filed on or 
after July 1, 2016 if the inventory credit was properly claimed on a return filed before July 1, 
2016.  
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The first, Senate Bill 6, revises how much of the credit can be refunded to taxpayers when 
the total amount of the credit exceeds a taxpayer’s corporate income and/or franchise tax 
liability. Specifically, taxpayers whose local property taxes on inventory eligible for the credit 
are less than or equal to $500,000 shall be refunded all of the excess credit. Taxpayers 
whose property taxes eligible for the credit are more than $500,000 but less than or equal to 
$1 million shall be refunded 75 percent of the excess credit and 25 percent shall be allowed 
as a carryforward for five years. Taxpayers whose property taxes eligible for the credit are 
more than $1 million shall be refunded 75 percent of the first $1 million of excess credit, and 
the remainder may be carried forward for a five-year period. For purposes of determining 
the limitations on the refundability of excess credits, taxpayers included in a consolidated 
federal return are to be treated as a single taxpayer.  
 
Special rules apply to new business entities formed or first registered to do business in 
Louisiana after April 15, 2016. Such taxpayers whose property taxes paid to all political 
subdivisions in the taxable year was less than $10,000 will be refunded all of the excess 
credit. If the new business entity’s property taxes paid to all jurisdictions was $10,000 or 
more, but no more than $1 million, 75 percent of the excess credit will be refunded, and the 
remaining 25 percent of the credit can be carried forward as a credit against subsequent tax 
liability for a five-year period.  
 
The second bill, Senate Bill 10, addresses the computation of the inventory credit for 
manufacturers holding inventory at manufacturing establishments receiving the ad valorem 
industrial tax exemption that is authorized in Article VII, Section 21(F) of the Louisiana 
Constitution. The industrial tax exemption is a program where taxpayers can receive an 
abatement of local property taxes, up to ten years, on property used in manufacturing. 
Under Senate Bill 10, a "manufacturer" that has claimed the ad valorem exemption during 
the taxable year in which the local inventory taxes were levied may only carry forward for 
any excess inventory credit amount for a five-year period and is not eligible for a refund of 
any excess credit.  The Secretary of Revenue is directed to promulgate rules to ensure that 
taxpayers affiliated with or related to any other entity through common ownership by the 
same interests or as a parent or subsidiary are considered one taxpayer for the purpose of 
the limitations on refundability.  
 
On June 24, 2016, Governor Bel Edwards issued an executive order that reportedly makes 
two substantive changes to the industrial property tax exemption program. The first is that 
local parish governments must be involved during negotiations about exempting local 
property taxes. The second change is that businesses must show job creation or job 
retention to merit the exemption. 
 
House Bill 27, ACT 3 (signed June 23, 2016): Revisions to the Further Processing 
Exclusion 
In a recent case, Bridges v. NISCO, the Louisiana Supreme Court held that limestone 
purchased and used for the dual purpose of inhibiting sulfur in the production of electricity 
and producing ash (a byproduct) for sale qualified for the “further processing exclusion” 
from sales and use tax. In response to the case, House Bill 27 narrows the exclusion. 
Under the revised law, a sale at retail does not include the sale of materials for further 
processing into articles of tangible personal property for sale at retail if all three of the 
following criteria are met: 

(1) The raw materials become a recognizable and identifiable component of the end 
product; 

(2) The raw materials are beneficial to the end product; and, 
(3) The raw materials are material for further processing, and as such, are purchased 

for the purpose of inclusion into the end product.  
 
The bill clarifies that purchase of all raw materials for the production of agricultural, 
silvicultural and aquacultural products are included in the exclusion without exception. 
Materials processed into a byproduct for sale will not be deemed to be a purchase for 
further processing, and the sale of such materials will be taxable. A byproduct is defined as 
any incidental product that is sold for a sales price less than the cost of the materials. 

http://gov.louisiana.gov/assets/ExecutiveOrders/JBE16-26.pdf
http://www.legis.la.gov/Legis/ViewDocument.aspx?d=1013819


 

Further, if a byproduct is sold at retail and sales and use tax has been paid by the seller on 
the cost of the materials, a credit is authorized in an amount equal to the sales tax collected 
by the seller on the taxable retail sale of the byproduct. The provisions are not applicable to 
any refund claim submitted or assessments of additional taxes filed prior to the effective 
date of the bill, which is the June 23, 2016 signing date.  
 
House Bill 51, ACT 12 (signed June 28, 2016): Reinstates Certain Exemptions and 
Exclusions 
Effective July 1, 2016, certain sales tax exemptions and exclusions that were eliminated 
during the first special session are restored for purposes of the two percent component of 
the state sales and use tax and the new one percent state level sales and use tax enacted 
during the first special session. Generally, such exemptions and exclusions apply to non-
profits, schools, medical devices and equipment, and admissions by non-profits and 
schools.. 
 
The reinstated exclusions include the exclusion for isolated and occasional sales, which 
was originally supposed to be subject to a 2 percent state-level tax through July 1, 2018.  
 
Miscellaneous Other Bills 
 
House Bill 24, ACT 7 (signed June 24, 2016): Clarifies that a five percent reduction in the 
insurance premiums tax credit, which is available to insurers that invest a portion of their 
total admitted assets in Louisiana financial institutions and investment products, does not 
extend to HMOs.  
 
House Bill 25, ACT 9 (signed June 28, 2016):  Effective for any credit claimed on a tax 
return filed on or after January 1, 2016, the income tax credit for the Louisiana Citizens 
Property Insurance Corporation assessment is reduced from 72 percent to 25 percent. The 
bill also removes the July 2018 sunset date, thus making the 25 percent limitation 
permanent.  
 
House Bill 35, ACT 1 (signed June 22, 2016): Increases the annual minimum tax rate for 
HMOs from 2.25 percent to 5.5 percent, effective for taxable periods beginning on or after 
January 1, 2016. 
 
House Bill 53, ACT 13 (signed June 13, 2016): Effective September 1, 2016, revises and 
clarifies certain sales and use tax exemptions applicable to sales at domed stadiums and 
baseball facilities owned by the state or a political subdivision.  
 
Senate Bill 15, ACT 6 (signed June 28, 2016): Requires certain organizations benefitting 
from statutory sales and use tax exclusions or exemptions to electronically report the gross 
sales of tangible personal property or services that are not subject to sales and use tax due 
to the enumerated exemptions and exclusions. The reporting requirements do not extend to 
non-profit entities and their affiliates that have been granted an exemption under IRC 
section 501(c)(3).   
 
Contacts 

Please contact Amy Hatten at 713-319-2649 with questions on the Louisiana income and 
franchise tax changes.  Please contact Randy Serpas with questions on the Louisiana 
sales and use tax changes. 
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