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Foreword

This publication contains general information on the corporation income tax and the corporation franchise tax. It also contains the
current text of laws and regulations about the Louisiana corporation income tax and corporation franchise tax, as well as miscel-
laneous tax provisions that affect one or both of these corporation taxes.

The statutes contained within this publication are current through the 2007 Regular Session of the Louisiana Legislature. Listed
after each statute is the pertinent regulation or rule that has been promulgated by this Department in accordance with the
Administrative Procedures Act. The codified section numbers used for the regulations are those appearing in Title 61, Part I, of
the Louisiana Administrative Code.

If you have any questions or need additional information, please contact our Taxpayer Services Division at (225) 219-2114.

S

Cynthia J. Bridges
Secretary

Louisiana Department of Revenue

This publication contains selected statutes and regulations amended or enacted through the 2007 Regular Session of the Louisiana Legislature. This document
is published as a convenience to provide tax information under the authority of R.S. 47:1509. It is not the official source of the Louisiana Revised Statutes or
the Louisiana Administrative Code.
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Corporation Income Tax
General Information

Who must file

All corporations deriving income from Louisiana sources,
whether or not they have any net income, must file an income
tax return. Corporations that obtain a ruling of exemption
from the Internal Revenue Service must submit a copy of the
ruling to the Department to obtain an exemption.

Rate of Tax

Corporations will pay tax on net income computed at the fol-
lowing rates:

o Four percent (4%) on the first $25,000 of net income
e Five percent (5%) on the next $25,000

e Six percent (6%) on the next $50,000

e Seven percent (7%) on the next $100,000

o Eight percent (8%) on the excess over $200,000

Date tax due

Returns and payments are due on or before the fifteenth day of
the fourth month following the close of an accounting period

(April 15 for a calendar year).

Fxtension of time to file returns

The secretary may grant a reasonable extension of time to file
the combined corporate income and franchise tax returns not
to exceed seven months from the due date of the return or the
extended due date of the federal income tax return, whichever
is later. A copy of the extension request granted by the Internal
Revenue Service must be attached to your Louisiana return or
a completed Application for Automatic Extension of Time to
File Corporation Income and Franchise Tax Return (CIFT-
620EXT).

Declaration of estimated tax

Any corporation that can reasonably expect its estimated tax
for the taxable year to be one thousand dollars ($1,000) or more
must file a declaration of estimated tax and pay installments
of the tax according to a schedule shown on the declaration
voucher (Form CIFT-620ES). Underpayment of or failure
to pay estimated tax may result in an additional amount due
determined at the rate of twelve percent (12%) per annum on
the amount underpaid.

Date payment due

Any tax not previously remitted by declaration must be paid on
or before the original due date of the return.

Forms

CIFT-620ccrrrecrrrecrrnnne Corporation Income and Franchise
Tax Return

CIFT-620A..ccevrecrnane. Corporation Apportionment and
Allocation Schedules

CIFT-620ES.......conrerrrernnen. Estimated Income Tax Declaration
Voucher

CIFT-620EXT ..c.couccrrrenne. Application for Automatic
Extension of Time to File
Corporation Income and Franchise
Tax Return

R-6701(CIT-624)............ Request for a Tentative Refund
Resulting from the Election to
Carryback a Net Operating Loss

Assistance

Taxpayer Services Division
Louisiana Department of Revenue
Post Office Box 201

Baton Rouge, LA 708210201
22502192114 (Assistance)
22502192113 (Forms)



Corporation Franchise Tax
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Who must file

Any corporation meeting any one or more of the following
provisions, unless specifically exempted under the provisions
of R.S. 47:608, must file a Louisiana corporation franchise tax
return:

(1) Organized under the laws of Louisiana.

(2) Qualified to do business in this state or actually doing busi-
ness in this state.

(3) Exercising or continuing the corporate charter within this
state.

(4) Owning or using any part, or all, of the corporate capital,
plant, or other property in this state in a corporate capacity.

Rate of tax

The tax liability for the year shall be computed at the rate of
one dollar and fifty cents ($1.50) for each one thousand dol-
lars ($1,000) or major fraction thereof up to three hundred
thousand dollars ($300,000) of capital employed in Louisiana,
and three dollars ($3) for each one thousand dollars ($1,000)
or major fraction thereof in excess of three hundred thousand
dollars ($300,000) of capital employed in Louisiana, subject
to the requirement that the minimum tax is ten dollars ($10)
per year. For information concerning capital employed in
Louisiana and computation of the tax, see the instructions for
the Corporation Income and Franchise Tax Return (CIFT-
620I). The corporation franchise tax due on the initial return

is ten dollars ($10).

Date returns due

Initial return: An initial return, covering the period beginning
with the date the corporation first becomes liable for filing a
return and ending with the next close of an accounting period,
must be filed on or before the fifteenth day of the third month
after the corporation first becomes liable.

Annual return: Louisiana corporation franchise tax accrues on
the first day of each accounting year, and the return for that
period must be filed on or before the fifteenth day of the fourth
month of that accounting year.

Fxtension of time to file returns

The secretary may grant a reasonable extension of time to file
the combined corporation income and franchise tax returns
not to exceed seven months from the due date of the return

or the extended due date of the federal income tax return,
whichever is later. A copy of the request filed with the Internal
Revenue Service must be attached to your Louisiana return or
a completed Application for Automatic Extension of Time to
File Corporation Income and Franchise Tax Return (CIFT-
620EXT).

Date payment due

All Louisiana corporation franchise taxes must be paid by the
carlier of: (1) the original due date of the return or (2) the filing
of the return.

Forms

CIFT 620 cooevrecrrercrrnnne Corporation Income and Franchise
Tax Return

CIFT 620A ..cecvrrecrnane. Apportionment and Allocation
Schedules

CIFT 620EXT ....oovcvvrrenne. Application for Extension of Time
for Filing

R-6906A ... Initial Franchise Tax Return
(CFT-4)

Assistance

Taxpayer Services Division
Louisiana Department of Revenue
Post Office Box 201

Baton Rouge, LA 708210201
2250219¢2114(Assistance)
22502192113 (Forms)
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INTRODUCTORY PROVISIONS, TAX
LEVY, RATES OF TAX, CREDITS

R.S. 47:287.2. Short title

This Act shall be known as and may be cited as the “Louisiana
Corporation Income Tax Act”.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.11. Tax imposed
A. There shall be levied, collected, and paid for each taxable

year a tax upon the Louisiana taxable income of corpora-
tions and other entities taxed as corporations for federal
income tax purposes, which entities shall be considered to
be corporations for the purposes of this Chapter only, other
than insurance companies as hereinafter provided.

B. Corporations shall be taxed on their Louisiana taxable
income, except as otherwise exempted.

C. Taxable years affected.

(1) The provisions of this Part shall apply to taxable years
beginning after December 31, 1986, including taxable
years deemed to have commenced on January 1, 1987, by
the provisions of R.S. 47:287.443.

(2) Taxable years beginning prior to January 1, 1987, shall not
be affected by the provisions of this Part, but shall remain
subject to the applicable provisions of R.S. 47:21 et seq.

D. Insurance companies shall not be subject to this Part but shall
continue to be taxed pursuant to the provisions of R.S. 47:21
and R.S. 47:221 et seq., and as otherwise provided by law.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1998, No. 42, §1.

R.S. 47:287.12. Rates of tax

The tax to be assessed, levied, collected, and paid upon the
Louisiana taxable income of every corporation shall be com-
puted at the rate of:

(1) Four percent upon the first twenty-five thousand dollars of
Louisiana taxable income.

(2) Five percent on the amount of Louisiana taxable income
above twenty-five thousand dollars but not in excess of fifty
thousand dollars.

(3) Six percent on the amount of Louisiana taxable income
above fifty thousand dollars but not in excess of one hun-

dred thousand dollars.

(4) Seven percent on the amount of Louisiana taxable income
above one hundred thousand dollars but not in excess of
two hundred thousand dollars.

(5) Eight percent on all Louisiana taxable income in excess of
two hundred thousand dollars.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

COMPUTATION OF LOUISIANA
TAXABLE INCOME

R.S. 47:287.61. Gross income defined

“Gross income” of a corporation means the same items and the
same dollar amount required by federal law to be reported as gross
income on the corporation’s federal income tax return for the same
taxable year, subject to the modifications specified in this Part,
whether or not a federal income tax return is actually filed.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.63. Allowable deductions defined

“Allowable deductions” for a taxable year means the deductions
from federal gross income allowed by federal law in the computation
of taxable income of a corporation for the same taxable year, subject
to the modifications specified in this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.65. Net income defined

“Net income” of a corporation for a taxable year means the tax-
able income of the corporation computed in accordance with
federal law for the same accounting period and under the same
method of accounting, including statutorily required accounting
adjustments, subject to the modifications specified in this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.67. Louisiana net income defined

“Louisiana net income” means net income which is earned within or
derived from sources within the state of Louisiana.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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R.S. 47:287.69. Louisiana taxable income defined

“Louisiana taxable income” means Louisiana net income, after
adjustments, less the federal income tax deduction allowed
by R.S. 47:287.85. “After adjustments” means after the appli-
cation of the net operating loss adjustment allowed by R.S.
47:287.86.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.71. Modifications to federal gross income
A. There shall be added to gross income determined under fed-

eral law, unless already included therein, the following items:

(1) Repealed by Acts 2005, No. 401§2,eff. for all taxable
periods after December 31, 2005

(2) Repealed by Acts 2005, No. 401§2,eff. for all taxable
periods after December 31, 2005

(3) Any gain on the sale of assets not recognized due to the
provisions of Section 633(d) of the Tax Reform Act of
1986 which provides a transitional rule for certain small
corporations.

(4) Any gain not recognized under LR.C. Section 1033
resulting from the involuntary conversion of property
located in Louisiana not replaced with property located
in Louisiana.

(5) Inclusions from Subpart F of this Part, where applicable.

B. There shall be subtracted from gross income determined
under federal law, unless already excluded therefrom, the
following items:

(1) Income which Louisiana is prohibited from taxing by the
constitution or laws of the United States.

(2) Funds accrued by a corporation engaged in operating a
public transportation system from any federal, state, or
municipal governmental entity to subsidize the opera-
tion and maintenance of such a transportation system.

(3) Refunds of Louisiana corporation income tax received
during the taxable year.

(4) Interest on obligations or securities issued by the state of
Louisiana or its political or municipal subdivisions.

(5) Foreign dividend “gross-up”. Any amounts required by
LR.C. Section 78 to be included in gross income.

(6) Amounts received as dividend income from banking
corporations organized under the laws of Louisiana,
from national banking corporations doing business in

Louisiana, and from capital stock associations whose
stock is subject to ad valorem taxation.
(7) Exclusions from Subpart F of this Part, where applicable.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1987, No. 5, §1, eff. May 20, 1987.

LAC 61:1.1114. Modifications of Federal Gross Income

In order to calculate Louisiana gross income, R.S. 47:287.71
requires modifications be made to federal gross income. R.S.
47:287.71(B)(7) provides that exclusions from Subpart F must
be taken into account when computing Louisiana gross income.
Included in the exclusions from gross income required by R.S.
47:287.71(B)(7) are those modifications provided for in R.S.
47:287.738(C) through (F).

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.71, R.S. 47:287.78S,and R.S. 47:151 1.

HISTORICAL NOTE: Promulgated by the Department of Revenue,
Policey Service Division, LR 32:261 (February 2006).

R.S. 47:287.73. Modifications to deductions from
gross income allowed by federal law

A. The deductions from federal gross income allowed by fed-
eral law shall be modified by the deletions and additions

specified herein.

B. Deletions. The following deductions allowed by federal law
are declared inoperative and shall not form a part of allowable
deductions in the computation of net income:

(1) The net operating loss deduction allowed by LR.C.
Section 172.
(2) Income taxes imposed by this Part.

(3) The dividends received deductions allowed by LR.C.
Sections 243, 244, and 245.

(4) Depletion for oil and gas wells.

(5) Deletions required by the provisions of Subpart F of
this Part, where applicable.

C. Additions. The following items are declared allowable as
deductions in the computation of net income and shall be
added to the deductions allowed under federal law to the
extent not already included therein:

(1) Repealed by Acts 2005, No. 401§2,eff. for all taxable
periods after December 31, 2005

(2) Depletion for oil and gas wells is allowed as a deduction
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as provided by R.S. 47:287.745.

(3) Intangible drilling and development costs. Intangible
drilling and development costs are allowed as a deduc-

tion as provided by R.S. 47:287.743.

(4) Expenses disallowed by LR.C. Section 280(C). Expenses
which would otherwise be deductible under federal law,
but for the disallowance provisions of LR.C. Section
280(C), relative to certain expenses for which credits are
allowable.

(5) Additions required by the provisions of Subpart F of
this Part, where applicable.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.75. Computation of net income

The net income of a corporation is computed by subtracting
allowable deductions from gross income for a taxable year.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.77. Computation of Louisiana net income
or loss

Louisiana net income or loss of a corporation is determined by
applying the allocation and apportionment provisions of this
Part to the corporation’s gross income, allowable deductions,
and net income for a taxable year as determined and computed
pursuant to this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.79. Computation of Louisiana taxable
income

Louisiana taxable income is computed by subtracting the federal
income tax deduction allowed by R.S. 47:287.85 from Louisiana
net income, after adjustments.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.81. Items not deductible; amounts attrib-
utable to income not taxed

In computing Louisiana net income or Louisiana taxable
income no deduction shall in any case be allowed in respect of
any amount otherwise allowable as a deduction which is attrib-
utable to income which, for any reason whatsoever, will not
bear the tax imposed by this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.83. Taxes not deductible

A. In computing Louisiana taxable income, no federal income
tax deduction shall be allowed on net income upon which no
Louisiana income tax has been incurred, or upon which, for
any reason whatsoever, no Louisiana income tax will be paid.
For purposes of this Section, the federal income tax deduction
may be recomputed and reduced to reflect the application of
a net operating loss adjustment. Any such reduction shall be
taken into account as prescribed by the secretary.

B. The alternative minimum tax is a federal income tax deduct-
ible to the extent that it is applicable to regular federal
taxable income. Any alternative minimum tax paid on tax
preference items is not deductible. The deductible portion
of the alternative minimum tax shall be determined as pre-
scribed by the secretary.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

§1122. Taxes Not Deductible
A. General. R.S. 47:287.83 provides that federal income tax

levied on net income upon which no Louisiana income tax
has been incurred, or upon which, for any reason whatsoev-
er, no Louisiana income tax will be paid, is not deductible.

B. Federal Alternative Minimum Tax. Federal alternative mini-
mum tax attributable to tax preference items such as, but not
limited to, accelerated depreciation, depletion, and intan-
gible drilling and development cost is not deductible. Federal
alternative minimum taxable net income from sources other
than tax preference items is deductible to the extent that it is
applicable to regular federal taxable income.

C. Net Operating Loss Carryback. Federal income tax deduct-
ed from Louisiana net income in taxable periods to which a
net operating loss is carried back shall be computed to deter-
mine the amount of federal income tax attributable to net
income which is taxed by the federal but which is not taxed
by Louisiana as a result of a net operating loss carryback.
Federal income tax attributable to net income which is not
taxed by Louisiana as a result of a net operating loss carry-
back is the excess of allowable federal income tax deducted
from Louisiana net income before the net operating loss car-
ryback over the allowable deduction after the net operating
loss carryback. The federal income tax attributable to net
income which is not taxed by Louisiana shall be treated as a
reduction to the net operatingloss deduction. If the amount
of the federal income tax attributable to the net income
which is not taxed by Louisiana exceeds the Louisiana net
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operating loss deduction, such excess shall be treated as income in the year of the transaction that gave rise to the excess. These
principles are illustrated in the following examples.

D. Examples

Example 1

The ABC Corporation does not include its net income in a consolidated federal income return as provided by Section 1501 of the
Internal Revenue Code. ABC files state and federal income tax returns on a calendar year basis. ABC Corporation’s net income and
other financial information used to file state and federal income tax returns for the four-year period ending December 31, 1987,
include the following:

Taxable Periods 1984 1985 1986 1987

Federal net income or (loss) $ 2,000,000 | $4,000,000 $ 5,000,000 $ 600,000
Louisiana net income or (loss) 1,200,000 1,800,000 3,000,000 | (1,000,000)
Federal income tax 800,000 1,600,000 2,000,000 240,000
Federal income tax deducted from Louisiana net income 467,280 706,240 1,171,200 -0-
State income tax deducted from federal net income but not 57,500 86,000 144,000 -0-
Louisiana net income

Income tax apportionment ratio 55% 40% 50% 50%
Louisiana taxable income 732,720 1,093,760 1,828,800 -0-

ABC Corporation elects to carry their 1987 Louisiana net operating loss back to 1984 pursuant to R.S. 47:287.86. Federal income tax
attributable to net income which is not taxed by Louisiana as a result of the net operating loss carryback is computed as follows:

1. Louisiana net income, 1984 $1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana $57,500
Multiplied by the income tax apportionment ratio 55%
Balance $31,625
Louisiana net operating loss, 1987 $1,000,000
Adjustment $1,031,625
3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) $ 168,375
4. Federal net income, 1984 $2,000,000
5. Ratio (line 3 divided by line 4) 8.4188%
6. Federal income tax, 1984 $ 800,000
7. Allowable federal income tax deduction after the Louisiana net operating loss carryback
(line 6 multiplied by line 5) $ 67,350
8. Federal income tax deducted from Louisiana net income before the net operating loss carryback $ 467,280
9. Federal income tax attributable to net income which is not taxed by Louisiana (line 8 minus line 7) $ 399,930
10. Louisiana net operating loss before deduction for federal income tax attributable to net
income which is not taxed by Louisiana $1,000,000
11. Federal income tax attributable to net income which is not taxed by Louisiana (from line 9) $399,930
12. Louisiana net operating loss after deduction for federal income tax attributable to net income $ 600,070
which is not taxed by Louisiana (line 10 minus line 11) ’
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Example 2

Assume the same facts in Example 1 except that the ABC Corporation sustained a $2,000,000 federal net operating loss in 1987
and elects to carry the federal loss back to 1984. Federal income tax after the net operating loss carryback is zero.

1. Louisiana net income, 1984 $1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana $57,500
Multiplied by the income tax apportionment ratio 55%
Balance $31,625
Louisiana net operating loss, 1987 $1,000,000
Adjustment $1,031,625
3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) $ 168,375
4. Federal net income, 1984 $2,000,000
5. Federal net operating loss carryback from 1987 ($2,000,000)
6. Federal net income after federal net operating loss carryback from 1987 (line 4 minus line 5) -0-
7. Ratio (line 3 divided by line 6) -0-
8. Federal income tax after the federal net operating loss carryback -0-
9. Allowable federal income tax deduction after the net operating loss carryback
(line 8 multiplied by line 7)
10. Federal income tax deducted from Louisiana net income before the net operating loss carryback $ 467,280
11. Federal income tax attributable to net income which is not taxed by Louisiana (line 10 $ 467,280
minus line 9)
12. Louisiana net operating loss before deduction for federal income tax attributable to net $1,000,000
income which is not taxed by Louisiana
13. Federal income tax attributable to net income which is not taxed by Louisiana (from line 11) $ 467,280
14. Louisiana net operating loss after deduction for federal income tax attributable to net $ 532,720
income which is not taxed by Louisiana (line 12 minus line 13)
Example 3

Assume the same facts in Examples 1 and 2 except that the Louisiana and federal net operating losses in 1987 are $350,000 and
$1,800,000 respectively. Federal income tax after the net operating loss carryback is $80,000.

1. Louisiana net income, 1984 $1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana $57,500

Multiplied by the income tax apportionment ratio 55%

Balance $31,625

Louisiana net operating loss, 1987 $350,000

Adjustment $ 381,625
3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) $ 818,375
4. Federal net income, 1984 $2,000,000
5. Federal net operating loss carryback from 1987 ($1,800,000)
6. Federal net income after federal net operating loss carryback from 1987 (line 4 minus line 5) $ 200,000




R.S. 47:287.85

Corporation Income Tax
Statutes and Regulations

7. Ratio (line 3 divided by line 6) 100%
8. Federal income tax after the federal net operating loss carryback $ 80,000
9. Allowable federal income tax deduction after the net operating loss carryback (line 8 times line 7) $ 80,000
10. Federal income tax deducted from Louisiana net income before the net operating loss carryback $ 467,280
11. Federal income tax attributable to net income which is not taxed by Louisiana, 1984 $ 387,280
(line 10 minus line 9)
12. Louisiana net operating loss before deduction for federal income tax attributable to net $ 350,000
income which is not taxed by Louisiana
13. Federal income tax attributable to net income which is not taxed by Louisiana (from line 11) $ 387,280
14. Louisiana net operating loss after deduction for the amount of federal income tax attribut- -0-

able to net income which is not taxed by Louisiana (line 12 minus line 13)

15. Additional Louisiana taxable income for 1987 due to excess of federal income tax attribut- $ 37,280
able to net income which is not taxed by Louisiana over the Louisiana net operating loss
(line 13 minus line 12)

E. Definitions. For the purposes of this Section, alternative minimum tax, regular federal income tax, alternative tax on capital
gains, and regular tax on ordinary net income are defined as provided in §1123.F.

AUTHORITY NOTE: Promulgated in accordance with R.S. 47:287.83, R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department of Revenue and Taxation, Income Tax Section, LR 14:96 (February
1988), repromulgated by the Department of Revenue, Policy Services Division, LR 30:470 (March 2004), amended by the
Department of Revenue, Policy Services Division, LR 33:295 (February 2007).

R.S. 47:287.85. Federal income tax deduction

A. In computing Louisiana taxable income under R.S. 47:287.79, there shall be allowed as a deduction federal income taxes paid.

B. For purposes of this Section, federal income taxes shall include taxes based on net income, accumulated earnings, war profits,
excess profits, personal holding company income, and tax from recomputation of investment credit. The alternative minimum
tax is a federal income tax allowable to the extent provided in R.S. 47:287.83(B).

C. (1) The amount of federal income tax to be deducted shall be that portion of the total federal income tax, after all credits, which
is levied with respect to the particular income derived from sources in this state to be computed in accordance with rules and
regulations prescribed by the secretary. Proper adjustment shall be made for the actual tax rates applying to different classes of
income and for all differences in the computation of net income for purposes of federal income taxation as compared to the
computation of net income under this Part.

(2) “Credits” as used in this Subsection does not include overpayments of prior year taxes allowed as a credit, estimated tax
payments or similar prepayments, or credit for prior year alternative minimum tax which is allowed as a credit against the
current regular federal income tax, or federal income tax credits determined by the Secretary to be presidential disaster area
disaster relief credits.

D. A corporation that files or is included with affiliates in a consolidated federal income tax return shall compute its federal income
tax deduction in accordance with rules and regulations prescribed by the secretary.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986. Amended by Acts 1987, No. 53, §1; Acts 1997, No. 165, § 1,
eff. June 13, 1997.
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LAC 61:1.1123. Federal Income Tax Deduction
A. General. R.S. 47:287.85(C) permits corporations to claim as a

deduction in computing net income that portion of the federal
income tax levied with respect to the Louisiana net income,

which is applicable to the year for which the Louisiana return

is filed, regardless of the method of accounting utilized (cash,

accrual, etc.). For determination of the deductible amount of
federal alternative minimum tax attributable to Louisiana

net income, refer to §1122. When a corporation includes its

net income in a consolidated federal income tax return, rotal
federal income tax for the purpose of this Section shall be the
amount determined pursuant to §1123.E.

. Computations. The deductible portion of the federal income
tax, the tax attributable to Louisiana income, is the sum of the
amounts determined in §1123.B.1 and 2.

1. The deductible portion of federal income tax attributable
to Louisiana apportionable and allocable net income
which is taxed at alternative capital gain rates is the result
obtained by multiplying the federal income tax which is
calculated at alternative capital gain rates by a fraction,
the numerator of which is Louisiana apportionable and
allocable net income which is taxed at alternative capital
gain rates and the denominator of which is federal net
income which is taxed at alternative capital gain rates.

2. The deductible portion of federal income tax attributable
to Louisiana apportionable and allocable net income, less
adjustment for the net operating loss deduction if applicable,
which is taxed at ordinary rates, is the result obtained by mul-
tiplying the federal income tax which is calculated at ordinary
rates by a fraction, the numerator of which is Louisiana
apportionable and allocable net income, less adjustment for
the net operating loss deduction if applicable, which is taxed
at ordinary rates and the denominator of which is federal net
income which is taxed at ordinary rates.

C. Numerator. The numerator to be used in §1123.B shall be

determined as set forth in §1123.C.1 and 2.

1. The numerator in the case of Louisiana net income which
is taxed by federal at alternative capital gain rates is the
sum of:

a.  the amount of net apportionable and net allocable
income, subject to tax at alternative capital gain rates
for federal income tax purposes, apportioned and
allocated to Louisiana;

b. any compensating item of income attributable ro
Louisiana and which is taxed by federal at alter-

native capital gain rates but which is not taxed by
Louisiana; and

. any compensating loss item of income, of a character
which would be allowable by federal in arriving at
income which is taxed at alternative capital gain

rates, attributed to and allowed by Louisiana but not
allowed by federal, reduced by the sum of:

i.  any compensating item of income, of a charac-
ter which would be subject to tax by federal at
alternative capital gain rates, attributed to and

taxed by Louisiana but which is not taxed by
federal;

il.  any compensating loss item of income attributable
to Louisiana and allowed by federal in arriving at
income which is taxed at alternative capital gain
rates but not allowed by Louisiana; and

ift.  any excess of the sum of:

a.  any noncompensating loss item of income attrib-
utable to Louisiana and allowed by federal
in arriving at income which is taxed at alter-
native capital gain rates, but not allowed by
Louisiana, and

b.  any noncompensating item of income, of a char-
acter which would be subject to tax by federal at
alternative capital gain rates, attributed to and

taxed by Louisiana but which is not taxed by
federal, over

¢.  any noncompensating loss item of income, of a
character which would be allowable in arriving
at income which is taxed at alternative capital
gain rates by federal, attributed to and allowed
by Louisiana but not allowed by federal.

2. The numerator in the case of Louisiana net income which is
taxed by federal at ordinary rates is the sum of:

a.  the amount of net apportionable and net allocable
income, less adjustment for the net operating loss
deduction if applicable, subject to tax at ordinary
rates for federal income tax purposes, apportioned
and allocated to Louisiana;

b.  any compensating item of gross income attributable to
Louisiana and taxed by federal at ordinary rates but
which is not taxed by Louisiana; and

. any compensating item of deduction, of a character
which would be allowable by federal in arriving at

income which is taxed at ordinary rates, attributed to



LAC61:1.1123

Corporation Income Tax
Statutes and Regulations

and allowed by Louisiana but not allowed by federal,
and not attributable to any item of gross income taxable

by Louisiana but not by federal; reduced by the sum of:

z.

1.

1778

any compensating item of gross income, which
would be subject to tax by federal at ordinary
rates, attributed to and taxed by Louisiana but
which is not taxed by federal;

any compensating item of deduction attribut-
able to Louisiana and allowed by federal in
arriving at income which is taxed at ordinary
rates but not allowed by Louisiana;

any excess of the sum of:

any noncompensating item of deduction attrib-
utable to Louisiana and allowed by federal in
arriving at income which is taxed at ordinary
rates, but not allowed by Louisiana, and not
attributable to any item of gross income taxable

by federal but not by Louisiana; and

any noncompensating item of gross income, of a
character which would be subject to tax at ordi-
nary rates, attributed to and taxed by Louisiana
but which is not taxed by federal; over

any noncompensating item of deduction, which
would be allowable by federal in arriving ar
income which is taxed at ordinary rates, attrib-
uted to and allowed by Louisiana but not
allowed by federal, and not attributable to any
item of gross income taxable by Louisiana but

which is not by federal.

continued on next page....
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D. Example. The following example illustrates these principles. Facts: The income reported and deductions claimed by ABC, Inc., a
Delaware corporation having its commercial domicile in Louisiana and having several places of business outside this state, are reflect-
ed below. The difference between the federal depreciation deduction and the depreciation deducted in arriving at total net income is a
compensating item. One-half of the total royalty income, depletion, and other expenses related thereto are attributable to a Louisiana
oil property. There are $15,000 in expenses attributable to the royalty income in addition to the depletion deduction. The portion of
net income from royalties allocable to Louisiana is $25,000. Of the total profit from the sale of capital assets, $25,000 is allocable to
Louisiana.

RETURNS

Items Federal Louisiana
INCOME
GOSS PYOJIE JFOME SALES ..o $1,400,000.............oucouuen.... $1,400,000
ROYALLTES ..ttt ettt 100,000............oouueeeeeveeenrane. 100,000
Interest—DBond, State of MISSISSIPPi ........vvueuceereereeseveiisiiseisiasese s sassassssssanees B T 5,000
021075t —B0Td) U.S. GOUCTIIIEN aeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeeeeseeeesesasesesseessesassesesesresssssens 5,000, -0-
Long-term gain from sale of Capital Assers ..........eceveeveenevvesieseieineseissisiiseseisessisessians 100,000......eeeeeeeeeeeeeen. 100,000
TOLAL THECOMLC ettt e et et e e e e eeeeae et e st e s esaass et e st s e easessasenee e nasensaneaes $1,605,000...........ouueeuenn.... $1,605,000
DEDUCTIONS
WAy A 7 10,000.....cccuuuuueeeeeeveaeeeeaaeeesannn, -0-
Off1CETS” COMPENSALION ...t S50,000........ouueueeeeeeeeeeeenn. 50,000
REOPAIFS vttt 10,000.........uuuuuueeeevaeeeeaann. 10,000
TIBECHCS ettt e ettt e eest et e s eeae e ssssatsesesssteassssastessassastessessaasesssssnaseessastasessssnnes 15,000........uuuueeeeeeeeeeerveeeannn, 15,000
BAA AODES .ot e e et e et e e e et e e e e e e et e e e e e s et eeee e s e et essseseteaaseaseanesenean 5,000, 5,000
DIPLOLION ... 27,500 35,000
DIEPFECIALION ..o 25,000.......ueeeeeeeeeeeenn. 35,000
COMEYEDULIONS «.eeeeeeeeeeeeeeeeeeeeeee e et eee e e e e e e e et e e e et et e see e e eeseeas et eeesease st eaesaeeatenesesenesanens 5,000, 5,000
OFPDCF AOAUCLIONS oo e e et e e e et e e e e e et e e e eeeeeesaeneseseesseeseseanasssenen 350,000........ouueeeeeeeeeann. 350,000
TOLAL AlOAUCEIONS et et e e et e et e e e et e aeeeaseeee e e e e et eneasaseseeaaeseeseees $497,500....cuuueeeeieirvernne $50S,000
NET INCOME $1,107,500 $1,100,000
Federal income tax—

OFAIBATY FHCOME ottt $518,400

CAPILAL GAINS . 25,000

TOLAL ettt s sttt sttt aee s $543,400
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The taxpayer files on the apportionment basis and the following computation discloses the net allocable and net apportionable income
derived from Louisiana sources.

RETURNS
Items Federal Louisiana
TOLAL T1CL GTCOMEC caevveveveverereierereverereresessss s et se e s et bbb bbbt st st st et et et bbb bbbt st sttt ettt b bbb b e s e e st et et et et e s s bbb b asas $1,100,000
Deduct allocable income
Profit from sale Of CAPItal ASSCLs.......uueueeeeeeeeciseiseiriiriirisieie et $100,000
Interest—Bonds, State Of MISSiSSiPPi......cuceuceuceceneeseuniiriiriieiisieieiseiseiseisessississas s ssssssaeas 5,000
INEE TOYALLY FTCOME ...t s 50,000 $155,000
INEt iTLCOME fOF APPOTILONIENL ...t et $945,000
Net income apportioned to Lonisiana (20% 0of $945,000)..........ceeeeevereereeeerererserreiseesevseiressesississasesesissssesesissasesesassissaesans $189,000
Add Louisiana allocable income
TILECHOS et e et e e e e e e e e e e et e et e e e e e eaeeaae e et e e e e e e e e e e et e et e et e e aneeneaaneaaaes $5,000
Profit from sale Of CAPILal ASSCLs.........uueueeieeeeicicieiisiie et 25,000
ROYALLY GHCOMC ...t 25,000 55,000
Total Louisiana apportionable and allocable income....................uceuveueececeeeciseisiisiisinisisie e $244,000
2. Computations Ordinary Rates Alternative Capital
Gains Rates
Net income apportioned and allocated t0 Louisiana ...............ceeceseeseeneevenenesieicvcrcerennean, $219,000.......cccuueveeeeeeeveeanne. $25,000
Add: Compensating items of income attributable to Louisiana
and taxed by federal but which is not taxed by Louisiana..............c.cevceveenevevenericcrccrscerenenn, O e -0-
Compensating items of deduction attributed to Louisiana and allowed
by Louisiana but not allowed by federal depreciation (20% of $10,000)................cccrvuu.... 2,000
TOLAL: oottt s ettt ettt s et as st s s e n s st easanasnasenen $221,000.....uuueeeeeeeeeeeererne. $25,000
Deduct: Compensating items of income attributed to and
taxed by Louisiana but not taxed by federal .................cvevveveecovevinininisisiciccicccne, -0-
Compensating items of deduction attributable to Louisiana
and allowed by federal but not allowed by Lottisiana...................evceveeveuveuvevicrcrcccnnn, O et -0-
TOTAL: caoeoeeeeeeeeeeeeeee e te e te e e ettt aets et s s et et et s et et et e ssess et s s aasessessessasasensessessesansen $221,000....uuueeeeeeeeereeererene. $25,000
Excess of the sum of noncompensating items of deduction attributable to Louisiana and allowed by federal but not allowed by Louisiana
Louisiana income tax (20% 0f $10,000).........ooeeeeeereerererrererrerrererrerseiressesssinsasesissaseasenns $2,000
Noncompensating items of gross income attributed to and taxed by Louisiana
but which is not taxed by federal Bond interest—State of Mississippi ........c.eeveeveececvcceseuneunennes 5,000
TOBAL e e e et e e e e e et e e et et e eas et e e e e e s et et e e a s et e eae e e et aaa e et et e e e et et e ane et ennaaaen $7,000
Over

Noncompensating items of deduction attributed to and allowed
by Louisiana but not allowed by federal depletion on oil royalties...................cucucuuucacce. $3,750
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RETURNS

Items Federal Louisiana

XGOSttt ettt ettt 833,250 e, -0-

Louisiana net income which is taxed by federal ..............uvwveoeeoeeveoveneririnieieiciccscneann $217,750.cuuueucieceeeeeeeeeeeeeenenn, $25,000

FOACTAL T1OE FTUCOMIIE oot eee v e et e e e e et e s e st esses s eseasesaseasesssasesssessssensansseneen $1,007,500........nuuueuueeeeeann.. $100,000

RALEO oottt et e sttt et et et e st e e et e et e et e et e et e et e s e e a e et e e s e e st e te et e e rteteere et e tee st eatanreenes 21.61% ceuuueeeeeeeeeeeeaaererervenenn, 25.00%

Federal income tax ability............ooeececeeieieseiiiiinisieieieseeeesesese s $S518,400....cuueuuenceeeeaiveann, $25,000

Deductible federal income tax

21.61% 0f $SI8,400 ...ttt $112,026

2596 0 $25,000..eeseseeesesesesese s seseesesesseseseess ettt ettt ettt $6,250

112,026

GAI TOLAlveeeveeeeeeeeresceeeeecreerescresssseseestsesssssessesssessesssesstessesssessesssessessssssesstessessessessessesssesstessesssessessesssessssssessasssesns $118,276

*Where the separate method of reporting is used, the entire amount of Louisiana income tax deducted in the federal return is attributed
to Louisiana under this item.

E. Consolidated Returns. When a corporation includes its net income in a consolidated federal income tax return, the portion of the
consolidated federal income tax after credits attributable to such corporation shall consist of the sum of the amounts determined in
§1123.E.1, 2, and 3:

1. the consolidated regular tax on ordinary net income multiplied by the percentage determined by a fraction, the numerator of
which is regular tax on ordinary net income of each member of the consolidated group computed on a separate return basis and
the denominator of which is regular tax of all members of the group so computed, plus

2. the consolidated alternative tax on net capital gains multiplied by the percentage determined by a fraction, the numerator of
which is alternative tax on net capital gains of each member of the consolidated group computed on a separate return basis and
the denominator of which is alternative tax on net capital gains of all members of the group so computed, plus

3. the consolidated alternative minimum tax multiplied by the percentage determined by a fraction, the numerator of which is
alternative minimum tax of each member of the consolidated group computed on a separate return basis and the denominator of
which is alternative minimum tax of all members of the group so computed.

F. Definitions

Alternative Minimum Tax—the excess of the federal tentative minimum tax after credits for the tax year, over the federal regular
tax after credits for the taxable year.

Alternative Tax on Capital Gains—the net tax liability imposed by Section 1201 (a)(2) of the Internal Revenue Code on net capital
gains, less credits.

Compensating Item—any difference in any deduction or item of income for a particular year arising solely by reason of the fact that
the item is accounted for in different periods for federal and Louisiana income tax purposes. However, if a larger federal income
tax deduction would be allowable were an item treated as a compensating item than would be allowable were the item treated as a
noncompensating item, the item is a compensating item only to the extent that it is equal to the result obtained by multiplying the
difference in the item by a fraction determined as follows:

a. in the case of a deduction:

i.  the numerator shall be the excess, if any, of the amount of the item allowed by federal over the amount allowed by Louisiana
in each prior year in which the federal allowance exceeded the Louisiana allowance and which has been taken into consid-

16
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eration fully in determining the allowable federal
income tax deduction for Louisiana income tax pur-
poses for such prior years, plus the excess, if any, of the
amount of the item to be allowed by federal over the
amount to be allowed by Louisiana in each future
year in which the federal allowance will exceed the
Louisiana allowance and which reasonably can be
expected to be taken into consideration in determin-
ing the allowable federal income tax deduction for
Louisiana income tax purposes in such fm‘ure years;
ii. the denominator shall be the total of all excesses of
the amount of the item allowed by federal over the
amount of the item allowed by Louisiana in each
prior year and of all excesses of the amount of the
item to be allowed by federal over the amount to be
allowed by Louisiana in each future year;

b.

in the case of an item of income:

i.  the numerator shall be the excess, if any, of the amount
of the item taxed by Louisiana over the amount taxed
by federal in each prior year in which the amount taxed
by Louisiana exceeded the amount taxed by federal
and which has been fully taken into consideration in
determining the allowable federal income tax deduc-
tion for Louisiana income tax purposes for such prior
years, plus the excess, if any, of the amount of the item
to be taxed by Louisiana over the amount to be taxed
by federal in each future year in which the amount to
be taxed by Louisiana will exceed the amount to be
taxed by federal and which can reasonably be expected
to be fully taken into consideration in determining the
allowable federal income tax deduction in such future
years for Louisiana income tax purposes;

the denominator shall be the total of all excesses of
the amount of the item taxed by Louisiana over the
amount taxed by federal in each prior year and of all
excesses of the amount of the item to be taxable by
Louisiana over the amount to be taxable by federal
in each future year.

7.

Income Taxed—income included in taxable income, regardless of
whether tax has been paid thereon.

Item of Deduction—each individual deduction rather than each
category of deduction, and includes loss items of gross income. For
example, the amount of depreciation on a particular property, as dis-
tinguished from the amount of depreciation on all properties of the
taxpayer, would be an item of deduction. Similarly, the term item
of income means each amount of income rather than each category

of income. The amount of a Louisiana item of income or deduction
is the amount apportioned or allocated to Louisiana. Thus, where
a taxpayer has a 10 percent apportionment ratio and has an item
of deduction of $10,000 allowed by Louisiana in arriving at appor-
tionable net income but not allowed by federal, the amount of the
Louisiana item is 10 percent of $10,000 or $1,000.

Noncompensating Item—any item of difference between federal
and Louisiana income or deductions for a particular year other
than a compensating item.

Regular Federal Income Tax—the sum of the tax defined in regular
tax on ordinary net income and alternative tax on capital gains.

Regular Tax on Ordinary Net Income—the federal net tax liability
imposed on net income after net income is reduced by the amount of
net capital gain subject to alternative tax rates, less credits.

Taken into Consideration Fully in Determining the Allowable
Federal Income Tax Deduction for Louisiana Income Tax
Purposes for Prior Years—as used in this Section means fully
used in reducing the amount of the federal income tax deduction
Jfor such prior years. The purpose of this provision is to allow an
adjustment for an item which will increase the federal income tax
deduction only to the extent that adjustments applicable ro the
item in prior years were used to decrease the federal income tax
deduction. Similarly, the term to be fully taken into consideration
in determining the allowable federal income tax deduction in
future years for Louisiana income tax purposes means to be used
Sully in reducing the amount of the federal income tax deduction
Jfor such future years.

G. Special Rules

1. The computations prescribed in §1123.B are subject to
the rules provided in R.S. 47:287.442. That is, the com-
putations cannot have the effect of attributing refunds of
federal income tax which arose on account of conditions or
transactions occurring after the close of the taxable year, to
any year other than that in which arose the transactions or
conditions giving rise to the refund. Accordingly, appropri-
ate changes shall be made when necessary to attribute the

refund to the proper year.

Notwithstanding the definition provided in §1123.F.
Noncompensating Item and Compensating Item, deduc-
tions which are declared as allowable in the computation
of Louisiana net income pursuant to R.S. 47:287.73(C)4
shall be treated as a compensating item of deduction for
the purpose of computing the amount of federal income tax
deduction under §1123.C.
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3. The federal income tax deduction determined under
§1123 must take into account R.S. 47:287.83 which pro-
vides in part that no federal income tax deduction shall be
allowed on net income upon which no Louisiana income
tax has been incurred, or upon which, for any reason
whatsoever, no Louisiana income tax will be paid.

4. If the tax of any member computed on a separate return
basis under §1123.E.1, 2, and 3 is less than zero, then for
the purposes of §1123.E, such member’s separate return
tax shall be zero.

5. The secretary may adjust the consolidated federal income
tax allocation formula prescribed in §1123.E when in his
opinion such action is necessary to obtain a reasonable allo-
cation and to clearly reflect Louisiana taxable income.

6. The sum of the net consolidated federal income tax attrib-
uted to all members of the consolidated group for the
taxable period cannot exceed the amount of consolidated
federal income tax paid to the U.S. government for the
taxable period.

7. When the alternative tax rate on net capital gains is
the same as the regular tax rate on ordinary net income
reduced by net capital gains, consolidated regular tax on
ordinary net income and alternative tax on capital gains,
after credits, may be combined and then attributed to each
member of the consolidated group.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.86, R. S. 47:287.785 and R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department of
Revenue, Policy Services Division, LR 30:2494 (November 2004).

R.S. 47:287.86. Net operating loss deduction

A. Deduction from Louisiana net income. Except as other-
wise provided, there shall be allowed for the taxable year an
adjustment reducing Louisiana net income in an amount

equal to the aggregate of:
(1) The net operating loss carryovers to such year, plus
(2) The net operating loss carrybacks to such year.
B. Net operating loss carrybacks and carryovers. The taxable

years to which a Louisiana net loss may be carried shall be:

(1) A net operating loss carryback to each of the three tax-
able years preceding the taxable year of such loss, unless
carryback treatment is relinquished pursuant to R.S.

47:287.86(D).

(2) For losses incurred for taxable years beginning before
January, 1984, a net operating loss carryover to each of
the five taxable years following the taxable year of such
loss. For losses incurred for taxable years beginning on
or after January 1, 1984, a net operating loss carryover
to each of the fifteen taxable years following the taxable
year of such loss.

C. Manner and amount of carrybacks and carryovers. The
entire amount of Louisiana net loss for any taxable year,
hereinafter the “loss year”, shall be carried back to the carli-
est of the taxable years allowed, unless an election to relin-
quish carryback treatment is made, in which case such loss
shall be carried to the carliest of the taxable years allowed for
carryovers. The portion of such loss which shall be carried
to cach of the other taxable years allowed by Subsection B
shall be the excess, if any, of the amount of such loss over
the aggregate of the Louisiana taxable income for each of the
prior taxable years to which such loss may be carried. For the
purposes of this Subsection:

(1) Louisiana taxable income shall not be adjusted to less
than zero.

(2) In calculating the aggregate Louisiana taxable incomes
in cases where more than one loss year must be taken
into account, the various net operating loss carryovers
and carrybacks to such taxable year are considered to
be applied in reduction of Louisiana net income in the
order of the taxable years from which such losses are
carried over or carried back, beginning with the loss for
the earliest taxable year.

D. Election to relinquish carryback. Any taxpayer may make
an election to relinquish the carryback treatment allowed
and have its Louisiana net loss treated only as a carryover.
Such election shall be made as prescribed by the secretary.

E. Statement with tax return. Every corporation claiming a
net operating loss deduction for any taxable year shall file
with its return for such year a concise statement setting
forth the amount of the net operating loss claimed and all
material and pertinent facts relative thereto, including a
detailed schedule showing the computation of the net oper-
ating loss deduction.

F. Adjustment dependent upon Louisiana net loss car-
ryback. If in computing the net operating loss deduction
the taxpayer is entitled to a carryback which cannot be
ascertained at the time the return is due, the deduction, if
any, shall be computed without regard to such carryback.
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When the taxpayer ascertains the correct amount of such
carryback, a claim for credit or refund of the overpayment,
if any, resulting from the failure to compute the deduction
for the taxable year with the inclusion of such carryback
may be filed within the prescriptive period, or the taxpayer
may file an application for a tentative refund as provided in
Subsection G.

. Tentative refund. A taxpayer may request a tentative
refund resulting from the application of a net operating loss
carryback in the manner and with forms prescribed by the
secretary. If the tentative refund is paid, the secretary may
recover any amount thereof determined not to be an over-
payment through any collection remedy authorized by R.S.
47:1561 within two years from December thirty-first of the
year in which the refund was paid. Any tentatively refunded
amount determined not to be an overpayment shall bear
interest at the rate provided in R.S. 47:1601, which shall be
computed from the date the tentative refund was issued to
the date payment is received by the secretary.

. Interest on refunds. Any amount actually refunded as an
overpayment resulting from the application of a net operating
loss carryback, tentative or otherwise, shall bear interest at the

rate provided in R.S. 47:1624, which shall be computed:

(1) From the latest of the following dates:

(a) Ninety days after the date the request for tentative
refund or claim for refund (amended return) is filed.

(b) Ninety days after the due date of the loss year return
without regard to extensions of time to file.

(2) To the date such refund is issued by the secretary.
. Net operating loss carryover.

(1) Notwithstanding any other provisions of this Chapter
to the contrary, the acquiring corporation shall succeed
to and take into account, as of the close of the day of
distribution or transfer, the aggregate net operating loss
carryovers of the distributors or transferor corporation
as determined under this Section, subject to federal law
and the limitations provided thereunder.

Net operating losses generated after the effective date of
areorganization cannot be carried back to a corporation
that does not survive the reorganization, unless the reor-
ganization is a reorganization under Internal Revenue
Code Section 368(a)(1)(F). For purposes of this Part,
the surviving entity of a reorganization under Internal
Revenue Code Section 368(a)(1)(F) is the same entity

as the transferor entity, and the reorganization will be
treated as a mere change in form.

Amended by Acts 1990, No. 849, §2; Acts 1992, No. 1083, §1;
Acts 2002, No. 10, 1.
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A. Election to relinquish carryback of a net operating loss. The
election to relinquish carryback is made by filing a return car-
rying the net operating loss to the earliest of the taxable years
allowed for carryovers.

B. Changes to Election

1. Except as otherwise provided herein, a taxpayer may
change the election to relinquish carryback of a net operat-
ing loss or the decision to carryback a net operating loss
provided any additional tax and interest due as a result
of the change is paid and any refund due as a result of the
change has not prescribed.

The change in the election is made by filing an amended
return for each tax year affected, paying any tax and inter-
est due and showing any refunds due.

C. When a change in election is made during an audit or exami-
nation, the taxpayer shall submit to the anditor a written noti-
fication of the change in election and provide any additional
information the auditor may require.

AUTHORITY NOTE: Adopted in accordance with R.S.
47:287.86, R. S. 47:287.785 and R.S. 47:1511.

HISTORICAL NOTE: Adopted by the Department of Revenue,
Policy Services Division, LR 30:0000 (November 2004).

R.S. 47:287.91. Determination of Louisiana net
income or loss

A. The Louisiana net income of a corporation is the sum pro-
duced by combining the net allocable income or loss as pro-
vided in R.S. 47:287.93 and the net apportionable income
or loss as provided in R.S. 47:287.94 when the result is more
than zero.

The Louisiana net loss of a corporation is the sum produced
by combining the net allocable income or loss as provided in
R.S. 47:287.93 and the net apportionable income or loss as
provided in R.S. 47:287.94 when the result is less than zero.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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R.S. 47:287.92. Segregation of items of gross income

A. All items of gross income, not otherwise exempt, shall be
segregated into two general classes designated as allocable
income and apportionable income.

. Allocable income. The class of gross income to be designated
as “allocable income” shall include only the following:

(1) Rents and royalties from immovable or corporeal mov-
able property.

(2) Royalties or similar revenue from the use of patents,
trade marks, copyrights, secret processes, and other
similar intangible rights.

(3) Income from estates, trusts, and partnerships.

(4) Income from construction, repair, or other similar ser-
vices.

. Apportionable income. The class of income to be desig-
nated as “apportionable income” shall include all items of
gross income which are not properly includable in allocable
income as defined in this Section.

Amended by Acts 1992, No. 1029, §1; Acts 1993, No. 690, §1,
eff. for taxable periods beginning on or after January 1, 1993; Acts
2002, No. 16, § 1, eff. June 7, 2002; Acts 2005, No. 401 § 1.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.93. Computation of net allocable income
from Louisiana sources

A. Allocation of items of gross allocable income. Items of
gross allocable income or loss shall be allocated directly to
the states within which such items of income are earned or
derived, as follows:

(1) Rents and royalties from immovable or corporeal mov-
able property shall be allocated to the state where such
property is located at the time the income is derived.

(2) Ifthe corporation elects to pay tax on interest income as

provided in R.S. 47:287.738(F)(2), interest received by

the corporation shall be allocated to the state in which
the securities or credits producing such income have
their situs, which shall be at the business situs of such
securities or credits if they have been so used in connec-
tion with the taxpayer’s business as to acquire a business
situs, or, in the absence of such a business situs, shall be
at the commercial domicile of the taxpayer; provided
that interest on securities and credits having a situs
in Louisiana received by a corporation from another

20

corporation which is controlled by the former through
ownership of fifty percent or more of the voting stock
of the latter, shall be allocated to the state or states in
which the real and tangible personal property of the
controlled corporation is located, on the basis of the
ratio of the value of such property located in Louisiana
to the total value of such property within and without
the state.

Royalties or similar revenue from the use of patents,
trademarks, copyrights, secret processes, and other simi-
lar intangible rights shall be allocated to the state or
states in which such rights are used. A mineral lease, roy-
alty interest, oil payment or other mineral interest shall
be allocated to the state in which the property subject to
such mineral interest is situated.

Income from construction, repair, or other similar ser-
vices shall be allocated to the state in which the work is
done.

For purposes of this Part only, estates, trusts, and part-
nerships having a corporation as a member or beneficia-
ry shall compute, allocate, and apportion their income
or loss within and without this state in accordance with
the processes and formulas prescribed by this Part, and
the share of any corporation member or beneficiary
in the net income or loss from sources in this state so
computed shall be allocated to this state in the return of
such corporation.

B. Net allocable income. Net allocable income or loss is com-
puted by subtracting the following from Louisiana gross
allocable income:

(1) Allexpenses, losses, and other deductions defined in R.S.
47:287.63 as allowable deductions which are directly
attributable to Louisiana gross allocable income.

(2) Aratable portion of such allowable deductions which are not
directly attributable to any item or class of gross income.

Amended by Acts 1993, No. 690, §1, eff. for all taxable periods
beginning after December 31, 1992.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1987, No. 53, §1; Acts 2002, No. 16, § 1, eff.
June 7,2002 ; Acts 2005, No. 401 § 1.
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LAC61:1.1130. Computation of Net Allocable Income ii.

From Louisiana Sources
A. Allocation of items of income and loss. R.S. 47:287.93 provides

The value of Louisiana real and tangible property
and real and tangible property within and without
the state shall be the average value of such property at

that items of gross allocable income or loss shall be allocated
directly to the state or states within which such items of income
are earned or derived. The statute attributes every item of gross
allocable income to a location and does not allow for any unal-
located items of income. The principles embodied in the statute
and this regulation are that items of allocable income from the
use of tangible assets are allocated to the location of the tangible
asset at the time of the use; income from the use of intangible
assets is allocated to the business situs of the intangible asset, or
in the absence of a business situs, to the commercial domicile of
the corporation; and items of allocable income from services are
allocated to the location at which the service was performed.

1. Rents and Royalties from Immovable or Corporeal
Movable Property

a.  Rents and royalties from immovable or corporeal mov-
able property shall be allocated to the state where such

property is located at the time the income is derived.

b.  Rents or royalties from incorporeal immovables,
such as mineral interests, are allocated to the state in
which the property subject to the interest is located.

2. Interest from Controlled Corporation
a.  Under the provisions of R.S 47:287.738(F)(2), a

corporation may elect to pay tax on interest income
from a corporation that is controlled by the former
through direct ownership of SO percent or more of the
voting stock of the latter.

b.  The election is made for each taxable period by employing

the method on the return or amended return.

¢. 1f the election is made, interest from securities and
credits that is received by the electing corporation from
another corporation controlled by the former through
the direct ownership of S0 percent or more of the vot-
ing stock of the latter, shall be allocated to the state or
states in which the real and tangible personal property
of the controlled corporation is located. The allocation
shall be made on the basis of the ratio of the value of
such property located in Louisiana to the value of such
property within and without the state, as follows:

i.  Real and tangible personal property includes all such
property of the controlled corporation regardless of
whether the property is idle or productive and regard-
less of the nature of the income that it produces.
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the beginning and close of the taxable period, deter-
mined on a comparable basis. If the average value
does not fairly represent the average of the property
owned during the year, the average value shall be
obtained by dividing the sum of the monthly balances
by the number of months in the taxable period.

itt. Value of Property to Be Used

(a). For purposes of this Subsection, the value of
property to be used shall be determined using
one of the following methods. The taxpayer will
choose which valuation method to use on the first
return filed following the effective date of this
regulation on which a R.S. 47:287.738(F)(2)
election is made by employing the chosen valua-
tion method on the tax return. Once a valuation
method is chosen, this valuation method must be
used on all future returns upon which the R.S.
47:287.738(F)(2) election is made and cannot
be changed without the approval of the secretary
upon the showing of good cause.

(i).  The value of property is cost to the taxpayer, less
a reasonable reserve for depreciation, amortiza-
tion, depletion, and obsolescence, or

(ii). The value of property is cost to the taxpayer, so

long as the property continues to be used in the

taxpayer’s trade or business.

(iii). The value of property is the value reflected on
the taxpayer’s books, so long as the value is not
below zero.

(b). The secretary may require a different method
of valuation or adjust reserves if the method
elected by the taxpayer does not reflect the fair

value of the property.

3. Royalties or Similar Revenue Received for the Use of
Patents, Trademarks, Copyrights, Secret Processes, and
Other Similar Intangible Rights

a.  Royalties or similar revenue received for the use of
patents, trademarks, copyrights, secret processes, and
other similar intangible rights shall be allocated to
the state or states in which such rights are used. The
use referred to is that of the licensee rather than that
of the licensor.
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i.  Example: X Company, Inc, a Delaware
corporation with its commercial domicile in
California, owns certain patents relating to the
refining of crude oil, which at all times were
kept in its safe in California. During 2006, the
X Company, Inc. entered into an agreement
with the Y Corporation whereby that com-
pany was given the right to use the patents at its
refineries in consideration for the payment of a
royalty based upon units of production. The Y
Corporation used the patents exclusively at its
Louisiana refinery and paid the X Company,
Inc. the amount of $100,000.00 for such use.
The entire royalty income of $100,000.00 is
allocable to Louisiana.

ii.  Example: ABC Company, Inc. is a trademark
holding company incorporated in Delaware
that owns certain trademarks relating to the
sale of retail goods and/or services. In 2005,
ABC entered into a licensing agreement with
XYZ Retail Co. in which XYZ was authorized
to use the trademark in exchange for consider-
ation of royalty payments. In 2006, XYZ used
the trademark to promote the sale of retail goods
and)/or services in Louisiana. The royalty pay-
ment attributable to the Louisiana stores was
$250,000.00. ABC must allocate the royalty
income of $250,000.00 to Louisiana.

Income from a mineral lease, royalty interest, oil pay-
ment, or other mineral interest shall be allocated to
the state or states in which the property subject to such
mineral interest is situated.

4. Income from Construction, Repair, or Other Similar
Services

a.

Income from construction, repair, or other similar
services is allocable to the state or states in which the
work is done.

The phrase other similar services means any work
that has as its purpose the improvement of immov-
able property belonging to a person other than the
taxpayer where a substantial portion of such work is
performed at the location of such property.

i. It is not necessary that the services rendered
actually result in the improvement of the
immovable property.

ii.  Mineral Properties. For the purpose of this
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Section, mineral properties, whether under lease
or not, constitute immovable properties. Thus,
the drilling of a well on a mineral lease is con-
sidered to have as its purpose the improvement
of such property notwithstanding the fact that
the well may have been dry.

Examples of other similar services include, but are not
limited to:

i.  landscaping services;

ii.  the painting of houses;

iit.  the removal of stumps from farmland; and

iv.  the demolition of buildings.

B. Deduction of expenses, losses and other deductions. From the
total gross allocable income from all sources and from the gross
allocable income allocated to Louisiana there shall be deducted
all expenses, losses, and other deductions, except federal income
taxes, allowable under the Louisiana income tax law that are
directly attributable to such income plus a ratable portion of
the allowable deductions, except federal income taxes, that are
not directly attributable to any item or class of gross income.

1. Interest Expense

a.

The method of allocation and apportionment for
interest set forth in these regulations is based on the
approach that money is fungible and that interest
expense is attributable to all activities and property
regardless of any specific purpose for incurring an obli-
gation on which interest is paid. Exceptions to the fun-
gibility method are set forth in LAC 61:1.1130.B.1.b.
The fungibility approach recognizes that all activities
and property requive funds and that management
has a great deal of flexibility as to the source and use
of funds and that the creditors of the taxpayer look to
its general credit for repayment and thereby subject the
money loaned to the risk of all of the taxpayer’s activi-
ties. When money is borrowed for a specific purpose,
such borrowing will free other funds for other purposes,
and it is reasonable under this approach to attribute
part of the cost of borrowing to such other purposes.
Consistent with the principles of fungibility, except
as otherwise provided, the aggregate of deductions for
interest in all cases shall be considered related to all
income producing activities and assets of the taxpayer
and, thus, allocable to all the gross income that the
assets of the taxpayer generate, have generated, or could
reasonably have been expected to generate.
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Exceptions to the fungibility method are allowed in
the same circumstances that exceptions are allowed by
IRC § 861 and the regulations promulgated thereun-

der. These exceptions include:

i.  the direct allocation of interest expense to the
income generated by certain assets that are sub-
Ject to qualified nonrecourse indebredness;

ii.  thedirect allocation of interest expense to income
generated by certain assets that are acquired in
integrated financial transactions.

Interest Expense Applicable to Louisiana Gross
Allocable Income. Interest expense that is applicable
to assets that produce or that are held for the pro-
duction of Louisiana gross allocable income shall be
an item of deduction in determining net allocable
income or loss from Louisiana.

i.  Except as otherwise provided, the amount of
interest that is applicable to such assets shall be
determined by multiplying the amount of inter-
est expense applicable to total allocable assets,
determined without reference to the income
limitation in the case of investments in U.S.
government bonds and notes held as temporary
cash investments, by a ratio, the numerator of
which is the average value of assets that produce
or that are held for the production of Louisiana
allocable income and the denominator of which
is the average value of assets that produce or that
are held for the production of allocable income

within and without Louisiana.

it.  When Louisiana net apportionable income is
determined on the separate accounting method,
refer to LAC 61:1.1132.C.2 for rules pertaining
to the determination of the amount of interest
expense applicable to Louisiana allocable income.

Interest Expense Applicable to Total Allocable Assets

i.  Interest expense applicable to total allocable
assets is interest expense that is applicable to
assets that produce or that are held for the pro-
duction of allocable income within and without
Louisiana.

ii.  When a R.S. 47:287.738(F)(2) election is
made, assets that produce or that are held for
the production of allocable income will include
direct investments in 50 percent or more owned
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subsidiaries (other than normal trade accounts
receivable) whether or not such investments,
advances, or loans produce any income.

iit.  The amount of interest that is applicable to
assets producing or held for the production of
allocable income shall be determined by mul-
tiplying the total amount of interest expense by
a ratio, the numerator of which is the average
value of assets that produce or that are held
for the production of allocable income, and the
denominator of which is the average value of all
assets of the taxpayer.

iv.  Although income exempt from Louisiana
income tax, such as interest, is not taxable and
is therefore not included in allocable income, the
adjustment for the amount of interest expense
applicable to assets producing such income is
computed in the same manner as in the case of
assets producing allocable income.

(a). For convenience of computation such assets are
grouped with assets producing or held for the

production of allocable income.

(b). Whenever interest expense applicable to U.S.
government bonds and notes that are held
as temporary cash investments determined as
provided above, exceeds the amount of income
derived from such investments, the interest
expense that is attributable to such investments
shall be limited to the amount of income derived
[from such investments.

(c). Theamount of interest expense applicable to U.S.
government bonds and notes that are held as
temporary cash investments, determined without
reference to the income therefrom, is that portion
of the interest expense applicable to assets that
produce or that are held for the production of
allocable income, that the ratio of the average
value of U.S. government bonds and notes held
as temporary cash investments bears to the aver-
age value of all assets that produce or that are
held for the production of allocable income.

Investments in Stock of Controlled Corporations.
When a corporation holds stock in corporations
controlled by direct ownership of 50 percent or more
of the wvoting stock of the latter, the stock shall be

included in the numerator of the Louisiana interest
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i

expense computation as Louisiana assets based on the
Jfollowing allocation.

z.

7.

This stock is to be attributed as Louisiana assets
on the basis of the proportion of the respec-
tive amounts of income upon which Louisiana
income tax has been paid to all income, includ-
ing exempt income, earned everywhere of the
controlled corporation.

Stock held in corporations exempt from Louisiana
income tax shall not be included as a Louisiana
asset for the purpose of this computation.

Loans to Controlled Corporations.

L

(a).

(b).

1.

(a).

(b).

When a R.S. 47:287.738(F)(2) election is made
and the electing corporation loansinterest-bearing
funds to corporations controlled by direct owner-
ship of SO percent or more of the voting stock of
the controlled corporation, the receivable shall
be included in the numerator of the Louisiana
interest expense computation as Louisiana assets
based on the following allocation.

These receivables are to be attributed as
Louisiana assets on the basis of the ratio of the
value of the controlled corporation’s real and
tangible personal property located in Louisiana
to the value of such property within and without
Louisiana.

For the purpose of the allocation, real and tangi-
ble personal property includes all such property of
the controlled corporation regardless of whether
the property is idle or productive and regardless
of the nature of the income that it produces.

Receivables Resulting from Loans of Non-
Interest Bearing Funds. When a R.S.
47:287.738(F)(2) election is made:

Receivables resulting from loans of non-interest
bearing funds to controlled corporations are
deemed to be assets producing or held for the
production of allocable income for the purpose
of determining the amount of interest expense
applicable to assets that produce or that are
held for the production of allocable income from

sources within and without Louisiana.

When receivables resulting from loans of non-
interest bearing funds to controlled corpora-
tions have a Louisiana business situs, or, in the
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absence of a business situs, the lending corpora-
tion has a Louisiana commercial domicile, such
receivables shall not be included in the numera-
tor of the interest expense allocation formula for
the purpose of LAC 61:1.1130.B.1.c., unless the
secretary, in order to clearly reflect Louisiana
apportionable and allocable net income, imputes
interest income on such receivables.

g Average Value

z.

7.

Except as otherwise provided in this section,
average value shall mean the value at the begin-
ning of the taxable period plus the value at the
end of the taxable period, the sum of which is
divided by two.

If the average value as calculated above does
not fairly represent the average of the property
owned during the year, the average value shall
be obtained by dividing the sum of the monthly
balances by the number of months in the tax-
able period.

h.  Value of Property to Be Used

z.

(a).

(b).

(c).

7

778

For purposes of this Subsection, the value of
property to be used shall be determined using
one of the following methods. The taxpayer will
elect which method to use on the first income
tax return filed for the taxable period following
the taxable period in which these regulations
take effect by employing the elected method on
the tax return. Once made, the election is irre-
vocable, without the approval of the secretary
upon the showing of good cause.

The value of property is cost to the taxpayer, less
a reasonable reserve for depreciation, amortiza-
tion, depletion, and obsolescence, or

The value of property is cost to the taxpayer, so
long as the property continues to be used in the
taxpayer’s trade or business, or

The value of property is the value reflected on
the taxpayer’s books, so long as the value is not
below zero.

The secretary may require a different method
of valuation or adjust reserves if the method
elected by the taxpayer does not reflect the fair
value of the property.

Intangible assets that produce or that are held
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for the production of allocable income within
and without Louisiana may acquire a business
situs in more than one state. The percentage of
the value of the asset that is to be attributed to
Louisiana is a_factual determination required
to be made with respect to each asset and will
take into consideration such factors as:

(a). the number of locations at which the asset is
used,

(b). the number of days during the taxable period

the asset is used within and without Louisiana,

(c). the amount of income that the asset generated
within and without Louisiana, and

(d). the earning power of the asset at the time the
interest expense is generated.

i.  Examples. The following examples are applica-
ble for both foreign and domestic corporations.

(a). Example 1. The XYZ Corporation has incurred
interest expense in the amount of $150,000.00
during the year 2006 and has not elected to
treat interest income ﬁom S0 percent or more
owned subsidiaries as taxable income. The sub-
sidiary of XYZ Corporation earns no income
in Louisiana. During 2006 XYZ Corporation
derived total allocable and exempt income and
Louisiana allocable income as follows:

continued on next page....
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Louisiana Total
“Interest from 80% OWNEd SUDSIAIATY .........ceeueeeevecveieieiseisiisisis et $0 e, $10,000
Interest (interest Hearing cHOcRing)............wueiuveenevuveineisiiinissiiseiiseiseisssssssse s Y/ N $5,000
FDZUGACTIAS e eeeeee et et e te e e e te et et et e seese et et estesees e et et et eseassas st et eseasaassatententeneene st et eneeneene $O oo $5,000
INEL VI LTCOTILE «veeeeeeeeeeeeeeeeeeteeeae et seate et e et seaeseatssatsssts st s satsastasstssatsessassssssssessesssssssesans $10,0000.....ueeeeeeeeeeeeeeeaennn $10,000
Trademark r0Yalt (HCOME ...ttt $4,000........oneoueeeeeeieenn. $10,000
TOLAL wveeeeeeeeeeeeeeeeeeeee e ee v e e e e et e es e et e e esees e et e s e s esass s et easensessesaaseaseasensessesaasansansensesenseaseasessessesensensens SI4,000..ueesieceeeeeeeerserannn, $40,000

*Exempt but included with allocable income only for convenience in computing the applicable expense.

Its assets, liabilities, and net worth as of January 1, 2006, and December 31, 2006, were as follows:

1/1/06 12/31/06
Assets:
Cash (CUTTENCY 07 DATE) ...ttt $10,000..ceeeeeeeeeeeesaan. $10,000
Cash (non-interest bearing (heCking).............vveeeeereurerseeoneereiseesesesessesseissssssssssssesssasssesas 90,000.........ooooneeeeeevennenn.. $140,000
Cash (interest Hearing chECking) ..........uveneeoreureuseeereseseiseseseesssssissssesssssesssassassssssanes $110,000....eeeseeeeeeene.. $220,000
ACCOUTLS FOCCTVADLE «.eeeeeeeeeseeeeeeeeeeeeeeeeeseeeeeeereeeeeeeveeeeetsesetssestssssessssetsasstsssnsssensassasassssnsas $780,000.........ooooeeeveueeunann.. $800,000
TIUUCTLLOVEES ettt e e et et e e e e e eeteeae e e e st asassseeseeeseentsseasasstsassaseeneesassasstasssanens $600,000.........oooueeeeeen. $1,000,000
Stocks — 80% OWNEA SUDSIAIATY ...ttt $100,000......eeeeeeeeeeeene.. $100,000
TV AACTEATF oot ee e et et e e e e et et et e e eseas et et e s esses s et e e et e s asseeeseesessansanaaeeeeaen $80,000.....ueeeeeeeeeeeeeeaan. $80,000
L0an 10 80% 0WNEA SUBSIALATY ...ttt et $310,000......eeeeeeeeeeeeeene.. $430,000
Real estate (Yental ProPerty) ... mmeseeeeeeeseseseiseseiseiseiseie e $100,000..........ccoceeeeennne. $100,000
LCSS AEPTECIALION TESETVE ..ottt $20,0000.....cuueeeeeeeeeeeeeeeaen, $25,000
INCE ettt ettt ettt sttt s bttt ettt e ettt et et et e ae et et et et e at et et et et e e eteatententeneerens $80,000.......ocuoeeeeereererrne. $75,000
ROGL CSEALE et e e et et et e e ee et et e e esseaaae et et e s eaaaeeate st e s eseeasaneneeeeas $5,000,000..............covuun..... $5S,125,000
LCSS AEPTECIALION TESETVE ..ottt $1,080,000............uoouuu...... $1,300,000
INCE ettt e sttt sttt ettt ettt e et et e et a e et et et et ent e st etetetenteneeaeas $3,920,000...........ccocueeerere. $3,825,000
TOLAL ASSCLS ..t ss sttt sttt sttt et as s s s st s $6,080,000................... 36,680,000
Liabilities and Net Worth:
ACCOUNLS PAYADLC ... $400,000.............oocueen.... $1,000,000
BOTUS ceeveveeeeeeeeeeeeeeveee ettt ettt ettt ettt r st anarnaraneas $3,000,000............euuu.... $3,000,000
TOLAL LZADIITLIOS oot e e et e e et et eee e e e et e eae st e e e ene e s eetaseeeseeseenaseaeenes $3,400,000...............ooeo......... $4,000,000
CAPTLAL SEOCK .. $2,080,000...........uueeeeee...... $2,080,000
EQYROA SUTPIS ...ttt $600,0000.....oeeeeeeeeaeann.. $600,000
INCE QOTED e et et e e e et e s e e e et e s e et et e ase e e et eeeseaseateaae et e esseseeaneaaaseen $2,680,000.............euu....... $2,680,000
Total Liabilities and INet WOrth ..........cceeeeeeeeeerevsieresisisisisieeieiesessssssssssssssssssssssssssesanes $6,080,000................... $6,680,000
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The amount of interest that is applicable to the assets that produce or are held for the production of allocable or exempt income within
and without Louisiana is $18,633.00, determined as follows:

Allocable Assets Total Assets

1/1/06 12/31/06 1/1/06 12/31/06
Loan to 80% owned subsidiary ............uveeevecvrevenernerireaean. $310,000................ $430,000.............. $310,000................ $430,000
Cash (interest bearing checking) ..............uueccevevuvcenirnirnane. $110,000................ $220,000.............. $110,000................ $220,000
Rental property (1) .....eeeveereeeereneeerserernerseneisesevnesneseeans $80,000.................. $75,000................. $80,000................ $75,000
Stock — 80% owned subsiciary ..............vevevevierccsiin $100,000................ $100,000............... $100,000................ $100,000
TV AACTIATIE ASSCL eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeesstesessssasanes $80,000.................. $80,000................ $80,000.................. $80,000
OLDOF ASSCLS eeeeeeeeeeeeeeeeeeeeeeeeeereteeeeees et seteeessessstsstesssessestestsasesssesseneen 80 e, $0............ $5,400,000............. $5,775,000
TOLALS eveveeeeeeeeeeeeeeeeereeev e eseve e eve e sass s s $680,000................ $905,000............ $6,080,000............. $6,680,000
Todo06 LOLALS oot et e e st et e s e sssases et essasasasasenes $680,000 ......ouoeeeeeevereeeeeeerererrrann $6,080,000
TUOLALS et e e e e et e e e et et e e e e et eee e e s et e e s s eas et aeaeeas e et e e s et et anae et eeaeanen $1,585,000 ..., $12,760,000
LAVETAGO. e e 8792500 .o, $6,380,000
RALIO oottt ettt ettt ettt et a b ettt e ht b e At et a s e A et et st h e A e e A et a e h e e b e e s et et e st e s e e b et et et e seeaenaentan 12422
Interest expense attributed to total allocable or exempt assets (12422 X $150,000) ..........ceeeeeeeeeneerereerereerernerernerseneareneees $18,633

The amount of interest expense that is applicable to the assets that produce or are held for the production of Louisiana allocable income
is $2,668.00 determined as follows:

Louisiana allocable assets:

Janutary 1, 2006 — REBLAL PTOPETLY .......ueueeeeeeeeeieisiiiiie ettt st $80,000
anuary 1, 2006 — TYAACTIATR ASSCL ...ttt sttt $32,000
December 31, 2000 — RERIAL PYOPETLY c.....uvueeeeeeieiiiieiiieieieise sttt s st $75,000
**December 31, 2000 — TVAACTIATIE ASSCL cueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeteseeeeseseeeeestssessesssessstestsssssesssstestsssssesssasestetsssssssssstestssssessen $40,000
TOLAL coeeeeeeeeeeeeeeeeeeeeeeee ettt ettt sttt et e e sttt et e Attt A e A bttt a ettt e Attt et et et e ettt et et s e bt et et et e aeananane $227,000
Average Louisiana AlloCable ASSets .............ucucuncuniuniuiieieicieiceisesereses ettt $113,500
AVErage t01al ALLOCADIC ASSELs ... $792,500
Ratio of Louisiana average to total average allocable Assets.............uucucuneuniuniuieiiiicicciceisciseseses e 14322
Interest expense attributed to total allocable 0F eXCMPE ASSELS..........cucueueuveieieieiciiiscseste s $18,633
Interest expense allocated to Louisiana allocable assets (14322 x $18,633) ..cvvureeeereuneereeeerernereeineireriesiseisessesissasessesssassasesssanes $2,668

“*For purposes of this example, it has been assumed that the ratio of trademark royalties for the prior month from Louisiana sources to
total trademark royalties for the prior month is representative of the value of the asset attributable to Louisiana at balance sheet date.
In December 2005, Louisiana trademark royalties were $480.00 and total trademark royalties were $1,200.00. In December 20006,
Louisiana trademark royalties were $550.00 and total trademark royalties were $1,100.00.
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(b). Example 2. Assume the same facts as Example 1 except that XYZ Corporation has elected under R.S.47:287.738(F)
(2) to treat interest income from its SO percent or more owned subsidiary as taxable allocable income. The ratio of
the value of real and tangible personal property of the controlled corporation located in Louisiana to the value of such
property within and without Louisiana is 10 percent for both the beginning and ending balance sheets. Therefore, 10
percent of the interest from the subsidiary is allocated to Louisiana and 10 percent of the receivable is attributed to
Louisiana. In addition, the ratio of the subsidiary’s income earned within Louisiana upon which Louisiana income
tax has been paid to income earned everywhere of the subsidiary in the prior and current years is five percent. Therefore
five percent of XYZ's investment in the subsidiary is attributed to Louisiana. Example 1 would change as follows:

i.  Total allocable and exempt income and Louisiana allocable income would be:

Louisiana Total
“Interest from 80% 0wned SUBSIAIATY...........ceceeeeeuneevieieieveieisesesereses s $L000..ueeseeeeeeeeeeeaaan. $10,000
“nterest (interest DEaring CPECRING) .........c..ccwwwveeeeuevoseieeiseisiiisissiseiise s B0 e $5,000
I D UBACTIAS oo e et e e e e et e et ee s e et e e e e e s et e s s e s et eaase e e et e aas et e aseass et e aaeeas e teeae et eataaaeetennaanrannen $O.oeoeieeeeeeieeeeeseieeieannn $5,000
INCL FOIUL GTECOTILC e e e e et e eeee et e e see e e e e eaeeaaeeeeaeaaseaessaseasseeseessassassenaseasessnenanenane $10,0000.....ueeeeeeeeeeeeeaann $10,000
Trademark r0Yalty (HCOME ...ttt $4,000........oeeeeeeeeeeeeennnn. $10,000
TOLAL oo ee e e e e e e e et e ese e e ees e et ees e s e e es s et e et e sessessaseas et e sessesaasansansensssenseasensessenseneasensens $15,000..cueeseeeeeeeeerseraann, $40,000

it.  The amount of interest that is applicable to the assets that produce or are held for the production of allocable or exempt
income within and without Louisiana remains $18,633.00, calculated in the same manner. The only difference is that
the loan to the subsidiary is now an allocable asset. The amount of interest expense that is applicable to the assets that
produce or are held for the production of Louisiana allocable income or to the portion of the investment in a 50 percent or
more owned subsidiary that has produced income that has been taxed by Louisiana is $3,656.00 determined as follows:

Louisiana allocable assets:

January 1, 2006 — REBLAL PTOPETLY .......ueueeeeeeecieiseieiisiieiieie ettt sttt $80,000
Janttary 1, 2006 — TYAACTATR ASSCL ...ttt sttt $32,000
anuary 1, 2000 — S0Ck Of SUOSIAIATY ...ttt $5,000
January 1, 2006 — LOan 10 SUDSIAIATY ...........ueececeeeseieiiiieiiieieieieesetst ettt $31,000
December 31, 20006 — RENIAL PrOPETLY .......evureeeeeevcieiseisiisiisisie ettt $75,000
Decernher 31, 20006 — THAACTIATI ASSCL c.veeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeteeeeeeeetestesteessesssstetesesssssestsstesssssssestestetesessessessesteseesessessen $40,000
**December 31, 2006 — St0ck Of SUDSIAIATY ..ottt $5,000
December 31,2000 — LA 10 SUDSIAIATY .........cueeeeeeeeeeeisiisiisiiieicic ettt $43,000
TOLAL ettt e et et ettt et et a ettt ettt ettt et e At et et a ettt et et ettt et et et ear st et et e s s ar ettt eaeaeas $227,000
Average Louisiana allocable Sets ...ttt $155,500
AVErage t01al ALOCADIE ASSELs ... $792,500
Ratio of Louisiana average to total average allocable Assets...............uuuneuneueuiuiuiiciciciciscisisesesis s 19621
Interest expense attributed to total allocable 07 exXCINPE ASSELs...........ocoeueueeiiiiiiciccsesestt e $18,633
Interest expense attributed to Lonisiana (19621 x $18,633).....cuceerereeereeireirereeireineveeiseasesssaseasessesssasessessssissasesassasssssssssansanes $3,656

* Taxpayer has elected to be taxed on certain interest income.

** Exempt but included only for convenience in computing the applicable expense.
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2. Overbead Expense

a.

Overhead Expense Attributable to Total Gross
Allocable Income Derived from Rent of Immovable
or Corporeal Movable Property or from Construction,
Repair, or Other Similar Services.

i.  Overhead expense attributable to Louisiana
gross allocable income derived from rent of
immovable or corporeal movable property and
from construction, repair, or other similar ser-
vices shall be deducted from such income for the
purposes of determining Louisiana net allocable
income or loss from such items of income. The
amount of overhead expense attributable to
such income shall be determined by multiplying
overhead expense attributed to total gross allo-
cable income derived from rent of immovable
or corporeal movable property and from con-
struction, repair, or other similar services by the
arithmetical average of two ratios, as follows:

(a). the ratio of the amount of Louisiana gross allo-
cable income derived from rent of immovable or
corporeal movable property and from construc-
tion, repair, or other similar services to total

gross allocable income from such sources.

(b). the ratio of the amount of direct cost incurred
in the production of Louisiana gross allocable
income derived from rent of immovable or cor-
poreal movable property and from construction,
repair, or other similar services to total direct

cost incurred in the production of such income.

ii.  Overhead expense attributable to total gross
allocable income derived from rent of immov-
able or corporeal movable property or from
construction, repair, or other similar services
shall be deducted from such income for the pur-
poses of determining total net allocable income
or loss from such items of income. The amount
of overbead expense attributable to such income
shall be determined by multiplying total over-
head expense by the arithmetical average of two
ratios, as follows:

(a). the ratio of the amount of rotal gross allocable
income derived from rent of immovable or cor-
poreal movable property and from construction,
repair, or other similar services to total gross

income derived from all sources.
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(b). the ratio of the amount of direct cost incurred
in the production of total gross allocable income
derived from rent of immovable or corpore-
al movable property and from construction,
repair, or other similar services to total direct
cost incurred in the production of gross income
[from all sources.

iit.  Ifthe taxpayer has not maintained documents or

records sufficient to compute the ratios required

by this Subparagraph, the secretary shall, upon
examination, determine the method by which
to attribute overhead expense.

b.  Overhead Expense Attributable to All Other Items of
Gross Allocable Income. Overbhead expense attribut-
able to items of gross allocable income derived from
sources within and without Louisiana, except gross
allocable income from rent of immovable or corpo-
real movable property or from construction, repair
or other similar services, may be determined by any
reasonable method that clearly reflects net allocable
income from such items of income.

3. Generally, direct and indirect expenses, other than inter-
est expenses, attributed to allocable income from foreign
sources for federal purposes are deductible in arriving at
total net allocable income. Expenses, other than interest
expenses, sourced pursuant to federal law and regulations
to allocable income from foreign sources are presumed to be
actual expenses attributed to such income.

C. This regulation shall not restrict the authority of the secretary
to adjust the allocation of items of income and expense when
the secretary determines that such adjustments are necessary in
order to clearly reflect the taxpayer’s Louisiana income.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.81, R.S. 47:287.92, R.S. 47:287.93, R.S. 47:287.78S,
and R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department of
Revenue, Feb. 1988, Repromulgated March 2004 and amended
in LR 32:410 (March 2006).

R.S. 47:287.94. Computation of net apportionable
income from Louisiana sources
A. Total net apportionable income. Total net apportionable

income or loss is computed by subtracting the following
from gross apportionable income:
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(1) Allexpenses, losses, and other deductions defined in R.S.
47:287.63 as allowable deductions which are directly
attributable to gross apportionable income.

(2) A ratable portion of such allowable deductions which are not
directly attributable to any item or class of gross income.

. Apportionment to Louisiana. Net apportionable income or
loss is computed by multiplying the total net apportionable
income or loss by the Louisiana apportionment percent deter-
mined in accordance with the provisions of R.S. 47:287.95.

. Separate accounting of apportionable income. In lieu of
the apportionment as provided in this Section, a taxpayer
may apply to the secretary for permission to compute the
net apportionable income derived from sources in this state
by means of the separate accounting method. The secretary
shall grant such permission if the taxpayer shows that the
apportionment method produces a manifestly unfair result,
and that the unit of the taxpayer’s business operating in this
state could be successfully operated independently of the
units in other states, and makes all of its sales in this state or
derives all of its gross revenues from sources in this state, and
any merchandise or products sold by the unity in this state
are either:

(1) Produced by the taxpayer in Louisiana;

(2) Purchased by the taxpayer from nonaffiliated sources
within or without this state;

(3) Purchased from an affiliated source at not more than
the price at which similar merchandise or products in
similar quantities could be purchased from nonaffili-
ated sources; or

(4) Transferred from another department of the taxpayer’s
business at not more than the actual cost to the taxpay-
er; or where it is otherwise shown to the satisfaction of
the secretary that the apportionment method produces
a manifestly unfair result and that the separate account-
ing method produces a fair and equitable determination
of the amount of net income taxable in this state.

. If such permission is granted by the secretary, the taxpayer
shall compute the net apportionable income derived from
sources in this state by means of a separate accounting
method which shall comply with the regulations to be
prescribed by the secretary. When a taxpayer has secured
permission to employ the separate accounting method, a
change to the method of apportionment shall not be made
for any subsequent year without securing the permission of
the secretary.
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E. When the secretary finds that the use of the apportionment

method by a taxpayer produces a manifestly unfair result
and that the separate accounting method would more equi-
tably determine the amount of net income derived from
sources in Louisiana, the secretary may require that the
separate accounting method be used in such cases.

. Whenever there is a dispute between the taxpayer and the

secretary as to whether the separate accounting method or
the apportionment method should be used, the burden shall
be upon the party urging the use of the separate accounting
method to show that the apportionment method produces
a manifestly unfair result.

. In any case where the secretary requires that a taxpayer

change to the separate method of accounting, the secretary
may, absent the negligence of the taxpayer and upon a
showing of reasonable cause by the taxpayer, remit or waive
payment of the whole or any part of any accrued interest
which would be due from such taxpayer with respect to any
additional taxes due as a result of the required change to
the separate method of accounting. The secretary shall not
waive any interest accruing thirty days after the first issuance
to the taxpayer of a proposed assessment in connection with
the change to the separate method of accounting,

. When net apportionable income is computed by means

of the separate accounting method, or at any time the
Louisiana apportionment percent is zero,profits or losses
from sales or exchanges of property not made in the regular
course of business shall be apportioned to Louisiana on the
ratio of gross income from Louisiana sources, other than
such profits or losses, to gross income of the corporation,
other than such profits or losses. When all of the gross
income of thecorporation is from such profits or losses, the
portion of the profits or losses from sales or exchanges of
property not made in the regular course of business attribut-
able to Louisiana shall be determined as follows:

(1) Profits or losses on sales or exchanges of tangible prop-
erty shall beattributed to Louisiana if the property was
located in Louisiana at the time of sale orexchange.

(2) Profits or losses on sales or exchanges of an ownership
interest in acorporation, partnership, limited liability
company, or other business organizationshall be attrib-
uted to Louisiana to the extent the assets of the orga-
nization, of which an ownership interest was sold, are
located in Louisiana at the time of the sale orexchange.
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(3) Profits or losses on sales or exchanges of a patent, trademark,
copyright, secret process, or other similar intangible right shall
be attributed to Louisiana to the extent of use of the right in
Louisiana compared to use everywhere.

(4) Profits or losses on sales or exchanges of other intangible
assets, including debt instruments, shall be attributed to the
state in which the assets havetheir situs if they have been so
used in connection with the taxpayer’s business as to acquire a
business situs, or in the absence of such a business situs, to the
commercial domicile of the taxpayer.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1993, No. 690, §1, eff. for all taxable periods
beginning after December 31, 1992; Amended by Acts 2002, No.
16,§ 2, eft. June 7, 2002. Amended by Acts 2005, No. 401§1,eff.
for taxable periods beginning after December 31, 2005.

LAC 61:1.1132. Computation of Net Apportionable

Income from Louisiana Sources
A. General

1. From the total gross apportionable income there shall be
deducted all expenses, losses and other deductions except
federal income taxes, allowable under this Chapter, which
are directly attributable to such income, and there also
shall be deducted a ratable portion of allowable deduc-
tions, except federal income taxes, which are not directly
attributable to any item or class of gross income. Direct
and indirect expenses attributed to total allocable income
derived from foreign sources, for federal purposes, are not
deductible in arriving at total net apportionable income.
Expenses sourced pursuant to federal law and regulations
to allocable income from foreign sources are presumed to be
attributed to such income.

2. R.S. 47:287.94 provides two methods for computing the
amount of net apportionable income from Louisiana
sources, viz., the apportionment method and the separate
accounting method. The apportionment method must be
used unless it produces a manifestly unfair result and the
conditions prescribed by R.S. 47:287.94 are met. Where
the apportionment method is utilized, the apportionment
percentage must be applied to the total apportionable net
income without exception. For rules pertaining to the deter-
mination of the apportionment percentage refer to §1134.

B. Separate Accounting Method; Permission Obtained from
Secretary. Any taxpayer desz'ring to use the separate accounting
method in determining the portion of the total net apportion-
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able income derived from Louisiana sources must first obtain
permission from the secretary to use that method. A written
request for such permission should be submitted to the secre-
tary not more than 30 days after the close of the taxable year
for which the first use of the separate accounting method is to
be made if the permission is granted. The secretary will grant
such permission if the taxpayer demonstrates to his satisfac-
tion that the apportionment method as applied to the business
operations of the taxpayer would produce a manifestly unfair
result, that the separate accounting method produces a fair and
equitable determination of the amount of net income taxable
by Louisiana, and that the other conditions of R.S. 47:287.94
are met. The application of the taxpayer must be accompanied
by the following information:

1. a complete description of the nature of the business opera-
tions of the taxpayer in Louisiana;

2. a complete description of the nature of the business opera-
tions of the taxpayer in other states;

3. a comprehensive statement as to the sources of goods or
commodities sold by the taxpayer in Louisiana;

4. a comprehensive statement as to the disposition of goods or
commodities produced by the taxpayer in Louisiana;

5. a computation for the preceding taxable year showing the
Louisiana net apportionable income on the apportion-
ment basis and on the separate accounting basis;

6. astatement of the particular circumstances in the taxpayer’s
business operations and the particular factors or elements
in the apportionment formula which give rise to the differ-
ence between the amounts of Louisiana net apportionable
income as computed under the two methods;

7. a statement as to whether the circumstances, factors, and
elements mentioned in §1132.B.6 are relatively perma-
nent so that the two methods would reasonably be expected
to yield similar differences in results each year, or whether
in the ordinary course of the taxpayer’s business those cir-
cumstances have changed from time-to-time and may be
expected to do so in the future; and

8. any other information which the taxpayer may consider
pertinent.

C. Separate Accounting of Apportionable Income.

1. When the separate accounting method is used, the net
apportionable income taxable in Louisiana shall be deter-
mined by deducting from the gross apportionable income
from sources in Louisiana all costs and expenses directly
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attributable to such income and a ratable part of overhead
expenses and other expenses which are attributable in part
to the Louisiana gross apportionable income.

When Louisiana net apportionable income is determined
on the separate accounting method, interest expense appli-
cable to Louisiana gross apportionable and allocable
income shall be deducted from such gross income for the
purposes of determining Louisiana net apportionable and
allocable income or loss. The amount of interest expense
applicable to Louisiana gross apportionable and allocable
income shall be determined by multiplying total interest
expense by a ratio, the numerator of which is the average
value of assets in Louisiana and the denominator of which
is the average value of all assets of the taxpayer.

For the purposes of this Paragraph, value to be used and
average value mean the same as defined in §1130.B.6 and
7. Special rules as provided in §1130.B.12 also apply to
this Section.

When Louisiana net apportionable income is determined
on the separate accounting method, overhead expense shall
be deducted from Louisiana gross apportionable income for
the purposes of determining Louisiana net apportionable
income or loss. The amount of such overhead expense shall
be determined by multiplying total overhead expense attrib-
utable to gross apportionable income by a ratio, the numera-
tor of which is the amount of direct cost incurred in the
production of Louisiana gross apportionable income deter-
mined on a separate accounting method and the denomina-
tor of which is total direct cost incurred in the production of
gross apportionable income from all sources. For the purpose
of this Paragraph, the secretary is authorized to adjust the
amount of overhead expense allocated to Louisiana gross
apportionable income if he determines that such action is
necessary in order to clearly reflect Louisiana apportionable
net income. For rules pertaining to the determination of the
amount of overhead expense attributable to gross allocable
income refer to §1130.B.8, 9 and 10.

Income from Natural Resources. If the separate accounting
method is used by a taxpayer whose business includes the

production of natural resources, such as oil, gas, other liquid
hydrocarbons, or sulphur, (a) which are sold by the taxpayer

prior to refining or processing, or (b) which are transported
by the taxpayer into or from the state of Louisiana for refin-

ing or processing prior to sale and at the time of production

or transfer into or from this state have an ascertainable

market value, the Louisiana net apportionable income of
such taxpayer shall be computed as set forth below.
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a.

The gross apportionable income of the taxpayer from
sources in Louisiana shall be determined by dividing
the activities of the taxpayer into three classes:

i.  the production of natural resources;

ii.  the marketing of refined or manufactured prod-
ucts; and

iii.  all other activities.

The Louisiana gross apportionable income from the
production of natural resources shall include:

i.  sales of natural resources produced in Louisiana
and sold in this state;

ii.  the market value, at the time of transfer, of all
natural resources produced in this state and
transferred by the taxpayer to another state for
sale, refining, or processing, provided that if the
natural resources are sold by means of an “arm’s
length” transaction prior to refining or process-
ing, the market value prescribed herein shall
not exceed the selling price; and

iit.  the market value, at the time of transfer, of
all natural resources produced by the taxpayer
in Louisiana and transferred to a refinery
or processing plant of the taxpayer located in
Louisiana.

The Louisiana gross apportionable income from the
marketing of refined or manufactured products shall
be the amount of gross sales of such products in this
state. From such gross sales there shall be deducted,
in lieu of the usual deduction for cost of goods sold,
the market value of the products sold as of the time
of transfer into this state. In determining the market
value, the customary prices for the quantities trans-

ferred shall be applied.

The Louisiana gross apportionable income from all
activities in this state other than the production of
natural resources and the marketing of refined or
manufactured products shall include all sales and
other apportionable revenues derived in this state
from such other activities.

The net income of the taxpayer from each of the three
classes of income set forth in §1132.C.5.b, ¢, and d
shall be determined by deducting from each such class
of gross income all allowable deductions directly attrib-
utable to the production of such income and a ratable
part of all allowable deductions which are attributable
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in part to the production of such class of income.

6.  For the purpose of this Section, a natural resource shall be
deemed to be sold in Louisiana if it is located in this state
at the time title thereto passes to the purchaser.

In the absence of specific proof of the value of natural
resources at the time of transfer from or into this state,
the value of the natural resources at the time of produc-
tion, to be determined in accordance with the methods
prescribed for the determination of “gross income from the
property” for purposes of percentage depletion under R.S.
47:287.745(B), shall be deemed to be the market value at
the time of transfer.

D. Change from Separate Accounting to Apportionment Method.
A taxpayer who has obtained permission to use the separate
accounting method, or who has been required by the secretary
to use that method, shall continue to use that method for suc-
ceeding taxable years until a change occurs in the nature of
the taxpayer’s operations which would warrant a change in
accounting method. When such a change occurs, the taxpayer
shall report the facts to the secretary not later than 30 days
after the close of the taxable year in which the change occurred.
If the secretary finds, on the basis of the facts reported by the
taxpayer or otherwise obtained by the secretary, that the appor-
tionment method should be used, the taxpayer will be notified
to use that method for the year in which the change in opera-
tions occurred. The apportionment method shall then be used
until a change is made pursuant to R.S. 47:287.94.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.94.

HISTORICAL NOTE: Promulgated by the Department
of Revenue and Taxation, Income Tax Section, LR 14:104
(February 1988).

R.S. 47:287.95. Determination of Louisiana appor-
tionment percent

A. Air transportation. The Louisiana apportionment percent
of any taxpayer whose net apportionable income is derived
primarily from the business of transportation by aircraft
shall be the arithmetical average of two ratios, as follows:

(1) The ratio of the value of immovable and corporeal
movable property, other than aircraft, owned by the
taxpayer and located in Louisiana to the value of all
immovable and corporeal movable property, other than
aircraft, owned by the taxpayer and used in the produc-
tion of apportionable income.
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(2) The ratio of the amount of gross apportionable income
derived from Louisiana sources to the total gross appor-
tionable income of the taxpayer.

For the purposes of this Subsection, gross apportionable income
from Louisiana sources shall include all gross receipts derived
from passenger journeys and cargo shipments originating in
Louisiana and any other items of gross apportionable income or
receipts derived entirely from sources in this state.

B. Pipeline transportation. The Louisiana apportionment per-
cent of any taxpayer whose net apportionable income is
derived primarily from the business of transportation by
pipeline shall be computed by means of the ratios provided
in R.S. 47:287.95(F).

. Other transportation. (1)(a) The Louisiana apportionment
percent of any taxpayer whose net apportionable income is
derived primarily from the business of transportation, other
than by aircraft or pipeline, shall be the arithmetical average
of two ratios, as follows:

(i) The ratio of the value of immovable and

corporeal movable property owned by the
taxpayer and located in Louisiana to the value
of all immovable and corporeal movable prop-
erty owned by the taxpayer and used in the
production of apportionable income.
(i) The ratio of the amount of gross apportion-
able income from Louisiana sources to the
total amount of gross apportionable income
of the taxpayer.
(b) For the purposes of this Subsection, gross appor-
tionable income from Louisiana sources shall
include all such income that is derived entirely
from sources within the state and a portion of
revenue from transportation partly without and
partly within this state, to be prorated subject to
rules and regulations of the secretary, which shall
give due consideration to the proportion of service
performed in Louisiana.

For the purposes of this Subsection, the value of
immovable and corporeal movable property owned
by the taxpayer and used in Louisiana shall include
the value of all such property regularly situated in
this state, plus a pro rata of the value of all rolling
stock and other mobile equipment owned by the
taxpayer and used in the production of apportion-
able income, whether within or without this state,
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said proration to be made subject to rules and
regulations of the secretary, which shall give due
consideration to the mileage operated and traffic
density within and without this state.

(2)(a) Notwithstanding any other provisions of this Part

to the contrary, this Subsection shall not require the
apportionment of income to this state of any trucking
company whose Louisiana net income is derived solely
from the business of transportation by truck if during
the course of the income tax year:

(i) It does not own or rent any real or personal
property in this state, except mobile property.

(i) It makes no pickups or deliveries within this state.

(i) It makes no more than twelve trips into this state.

(b) As used in this Paragraph, the term “trucking
company” means a motor carrier as defined by the
provisions of R.S. 32:1(37) or R.S. 45:162(10),
or an express carrier which primarily transports
the tangible personal property of others by motor
vehicle for compensation.

D. Service enterprises. The Louisiana apportionment percent

of any taxpayer whose net apportionable income is derived

primarily from a service business in which the use of prop-
erty is not a substantial income-producing factor shall be the

arithmetical average of two ratios, as follows:

(1)

(2)

The ratio of the amount paid by the taxpayer for sala-
ries, wages, and other compensation for personal servic-
es rendered in Louisiana to the total amount paid by the
taxpayer for salaries, wages, and other compensation for
personal services in connection with the production of
the net apportionable income.

The ratio of the gross apportionable income of the tax-
payer from Louisiana sources to the total gross appor-
tionable income of the taxpayer.

For the purposes of this Subsection, the gross apportionable

income from Louisiana sources shall include the revenue from

services performed in this state, and any other gross income

derived entirely from sources within this state.

E. Repealed by Acts 2005, No 401 §2, eff. for taxable periods
beginning after December 31, 2005.

F. (1) Manufacturing, merchandising, and other business. The

Louisiana apportionment percent of any taxpayer whose net

apportionable income is derived primarily from the busi-

ness of transportation by pipeline or from any business not
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included in Subsections A through E of this Section shall be
the arithmetical average of three ratios, as follows:

(a) The ratio of the value of the immovable and corpo-
real movable property owned by the taxpayer and
located in Louisiana to the value of all immovable
and corporeal movable property owned by the
taxpayer and used in the production of the net
apportionable income.

(b) The ratio of the amount paid by the taxpayer for
salaries, wages, and other compensation for person-
al services rendered in this state to the total amount
paid by the taxpayer for salaries, wages, and other
compensation for personal services in connection
with the production of net apportionable income.

(c) The ratio of net sales made in the regular course
of business and other gross apportionable income
attributable to this state to the total net sales made
in the regular course of business and other gross
apportionable income of the taxpayer.

(2)(a) For taxable periods beginning on or after January 1,
1997, and ending on or before December 31, 2005, and
for the purpose of this Subsection, the Louisiana appor-
tionment percent of any taxpayer whose net apportion-
able income is derived primarily from the business of
manufacturing or merchandising shall be computed
by means of the ratios provided in Subparagraphs (1)
(a) through (c) of this Subsection, except that the ratio
of net sales as provided in Subparagraph (c) shall be
double-weighted or counted twice, and the Louisiana
apportionment percent shall be the arithmetical average
of the four ratios.

(b) For taxable periods beginning on or after January
1, 2006, and for the purpose of this Subsection,
the Louisiana apportionment percent of any tax-
payer whose net apportionable income is derived
primarily from the business of manufacturing or
merchandising shall be computed by means of a
single ratio consisting of the ratio provided for in

Subparagraph (1)(c) of this Subsection.

(c) The term “business of manufacturing or merchan-
dising” shall only include a taxpayer whose net
apportionable income is derived primarily from
the manufacture, production, or sale of tangible
personal property. The term “business of manufac-
turing or merchandising” shall not include:
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(i) A taxpayer subject to the tax imposed pursu-

ant to Chapter 8 of Subtitle II of Title 47 of

the Louisiana Revised Statutes of 1950.

(ii) Any taxpayer whose income is primarily
derived from the production or sale of unre-

fined oil and gas.

(iii) Any taxpayer defined as an integrated oil com-
pany per the United States Internal Revenue
Code - 26 USC 291(b)(4), or integrated oil
companies that refine, produce, and have mar-
keting operations, whose income in Louisiana
is principally derived from production and sale
of unrefined oil and gas, and who also engage
in significant marketing of refined petroleum
products in Louisiana. Provided, any taxpayer,
whose activities during the taxable year do not
include any “gross receipts from retail sales
of oil and/or natural gas”, or any “refinery
activities of oil and/or natural gas”, will not be
considered as an integrated oil company for
Louisiana tax purposes, not withstanding such
taxpayer may be a “related party” or a “member
of the federal consolidated group” under the
United States Internal Revenue Code.

(3) For the purpose of this Subsection, sales attributable to
this state shall be all sales where the goods, merchandise,
or property is received in this state by the purchaser. In the
case of delivery of goods by common carrier or by other
means of transportation, including transportation by the
purchaser, the place at which the goods are ultimately
received after all transportation has been completed shall
be considered as the place at which the goods are received
by the purchaser. However, direct delivery into this state
by the taxpayer to a person or firm designated by a pur-
chaser from within or without the state shall constitute
delivery to the purchaser in this state.

For the purpose of this Subsection, salaries, wages, and
other compensation for personal services paid by a tax-
payer whose principal office is located in Louisiana to
officers and employees responsible for the direction and
supervision of operations of the taxpayer partly within
and partly without Louisiana and salaries, wages, and
other compensation for personal services paid to gen-
eral office employees whose duties pertain to the opera-
tions of the taxpayer partly within and partly without
Louisiana shall be allocated in part to this state on the
basis of the ratio of the amount of direct operating sala-
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ries, wages, and other compensation for services rendered
in Louisiana to the total of such direct operating salaries,
wages, and other compensation paid in connection with
the production of net apportionable income.

For the purpose of this Subsection, gross apportion-
able income attributable to this state derived from
the transportation of crude petroleum, natural gas,
petroleum products, or other commodities for others
through pipelines shall include all gross revenue derived
from operations entirely within this state plus a por-
tion of any revenue from operations partly within and
partly without this state, based upon the ratio of the
number of units of transportation service performed in
Louisiana in connection with such revenue to the total
of such units. A unit of transportation service shall be
the transporting of any designated quantity of crude
petroleum, natural gas, petroleum products, or other
commodities for any designated distance. All other
classes of gross apportionable income shall be prorated
within or without this state on the basis of such ratio or
ratios, prescribed by the secretary, as may be reasonably
applicable to the type of business involved.

G. Value. For the purposes of this Section, the value at which
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immovable and corporeal movable property should be
included in the apportionment factor is the average of the
beginning and close of year values on a comparable basis
within and without the state. If the average at the beginning
and end of the year does not fairly represent the average of
the property owned during the year, the average may be
obtained by dividing the sum of the monthly balances by
twelve. For the purposes of this Section, the value of prop-
erty is deemed to be cost to the taxpayer less a reasonable
reserve for depreciation, depletion, and obsolescence. Such
reserves, reflected on the books of the taxpayer, shall be used
in determining value, subject to the right of the secretary to
adjust the reserves when in his opinion such action is neces-
sary to reflect the fair value of the property.

. Location. For purposes of this Section, corporeal movable

property located in Louisiana in United States customs-
bonded warehouses or foreign trade zones established under
the Foreign Trade Zones Actl shall be considered as located
outside of Louisiana.

(Repealed by L. 2002, Act 4, § 2, eff. 6-7-02.)

J. (1) Corporations utilizing common paymaster. For purposes

of this Section, a parent corporation or any other member of



R.S. 47:287.95

Corporation Income Tax
Statutes and Regulations

the same affiliated group of corporations serving as common
paymaster for payroll purposes shall eliminate all payrolls
from the numerator and denominator of its salary, wages,
and other compensation factor computation that represent
the amounts paid on behalf of affiliated corporations for
which it has charged such affiliate the cost and that does not
meet the definition of salary, wages, and other compensation
insofar as the common paymaster is concerned. A subsidiary
or other member of an affiliated group that is a member of
or participant in a common paymaster plan for payroll pur-
poses shall include in its numerator and denominator of the
salary, wages, and other compensation factor computation
amounts paid to a common paymaster as reimbursement in
whatever form and by whatever label for salary, wages, and
other compensation as defined.

(2) For purposes of this Section, “salary, wages, and other
compensation” means remuneration paid or caused to
be paid to employees for personal services. Payments
made to an independent contractor or any other person
not properly classifiable as an employee are excluded.

(3) For purposes of this Section, “employee” means any
officer of a corporation, or any individual who has
the status of an employee in an employer-employee
relationship. Generally, a person will be considered to
be an employee if he is included by the taxpayer as an
employee for purposes of the payroll taxes imposed by
the Federal Insurance Contributions Act.

. Attribution of revenue from television, radio, and other
broadcasting.

(1) Definitions. For the purposes of this Subsection, the
following terms have the following meanings unless the
context clearly indicates otherwise:

(a) “Broadcast” means transmission by an electronic or
other signal conducted by radio waves or micro-
waves or by wires, lines, coaxial cables, wave guides,
fiber optics, satellite transmissions directly or indi-
rectly to viewers and listeners, or by any other
means of communications.

(b) “Film” or “film programming” means all perfor-
mances, events, or productions intended to be
broadcast for visual perception, including but not
limited to news, sporting events, plays, stories, or
other literary, commercial, educational, or artistic
works. Each episode of a series of films shall consti-
tute a separate “film” even if the series relates to the
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same principal subject.

(c) “Radio” or “radio programming” means all per-
formances, events, or productions intended to
be broadcast for auditory perception, including
but not limited to news, sporting events, plays,
stories, or other literary, commercial, educational,
or artistic works. Each episode of a series of radio
programming shall constitute a separate “radio
programming” even if the series relates to the same
principal subject.

(d) “Subscriber” means the individual residence or
other outlet that is the ultimate recipient of the
transmission.

(2) Gross apportionable income from broadcasting film or
radio programming, whether through the public airwaves, by
cable, direct or indirect satellite transmission, or any other
means of communication, either through a network, including
owned and affiliated stations, or through an affiliated, unaffili-
ated, or independent television or radio broadcasting station,
shall be attributed to this state as follows:

(a) For purposes of computing the apportionment per-
cents provided by Subsections A through F of this
Section, the gross apportionable income, including
advertising income, attributed to this state from
broadcasting film or radio programming shall be
determined by multiplying total gross apportion-
able income from broadcasting film or radio pro-
gramming, including advertising revenue, by the
audience factor.

(b) Except as otherwise provided by this Subsection, the
audience factor shall be determined by the ratio of
the taxpayer’s Louisiana viewing or listening audi-
ence to their total viewing or listening audience.
The audience factor shall be determined based on
the books and records of the taxpayer or on pub-
lished rating statistics. However, the method used
to determine the audience factor must be used con-
sistently from year to year and must fairly represent
the taxpayer’s activity in Louisiana.

(c)(i) When broadcasting is through or by a cable tele-
vision system or other arrangement under which
ultimate viewers or listeners must pay for the right
to receive the broadcast, the audience factor shall
be the ratio that the subscribers for that cable
television system or other arrangement located
in Louisiana bears to the total subscribers of that
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cable television system or other arrangement if the
payment entitles the ultimate viewers or listeners
to continuous reception of programming during a
subscription period.

(i) If the number of subscribers cannot be accu-
rately determined from the taxpayer’s books
and records, the audience factor shall be deter-
mined based on the applicable year’s subscrip-
tion statistics located in published surveys.
However, the source selected to determine
the audience factor must be consistently used
from year to year and must fairly represent the
taxpayer’s activity in Louisiana.

(iii) If the payment entitles the ultimate viewers or
listeners to only discrete episodes or instances
of film or radio programming, the audience
factor shall be the ratio of the subscribers
for such discrete programming located in
Louisiana to the total subscribers for such
discrete programming. If the number of sub-
scribers for such discrete episodes or instances
cannot be accurately determined from the
taxpayer’s books and records, the audience
factor shall be determined based on statistics
located in published surveys. However, the
source selected to determine the audience
factor must be consistently used from year to
year and must fairly represent the taxpayer’s
activity in Louisiana.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1988, No. 841, §1, eff. July 18, 1988; Acts
1993, No. 690, §1, eff. for all taxable periods beginning after
December 31, 1992. Amended by Acts 1996, No. 19, ff. for
taxable years beginning on or after January 1, 1997; Acts 1998,
No. 2, §1; Acts 1998, No. 26, §1, eff. June 24, 1998; Acts 2002,
No. 16, § 2; Added by Acts 2002, No. 65, § 1, eff. for taxble
years beginning after December 31, 2001; Acts 2005, No 401
§1.119USCA §81aet. seq.

LAC 61:1.1134. Determination of Louisiana
Apportionment Percent

A. General. R.S. 47:287.95 provides for an apportionment per-
cent that is to be applied to the taxpayer’s total net apportion-
able income in determining the Louisiana net apportionable
income. Specific formulas are prescribed for air, pipeline, other
transportation businesses, and certain service enterprises. A

37

general formula is prescribed for manufacturing, merchandis-
ing and any other business for which a formula is not specifi-
cally prescribed. The statute contemplates that only one specific
formula be used in determining the apportionment percent,
that being the formula prescribed for the taxpayer’s primary
business. As a general rule, where a taxpayer is engaged in
more than one business, the taxpayer’s primary business shall
be that which is the primary source of the taxpayer’s net appor-
tionable income. When the numerator and denominator are
Zero in any one or more yatios in the apportionment formu[a,
such ratio shall be dropped from the apportionment formula
and the arithmetical average determined from the total
remaining ratios

B. Property Ratio

1. The value of immovable and corporeal movable property
owned by the taxpayer and used in the production of net
apportionable income is included in each formula except
those provided for certain service businesses and those using
the single sales ratio under the general formula. Where
only a part of the property is used in the production of
apportionable income, only the value of that portion so used
shall be included in the property ratio. However, where the
entire property is used in the production of both allocable
and apportionable income the value of the entire property
shall be included in the property ratio. Idle property and
property under construction, during such construction and
prior to being placed in service, shall not be included in the
property ratio. Property held as reserve or standby facilities,
or property held as a reserve source of materials shall be
considered used. For example, a taxpayer who purchases a
lignite deposit that is held as a reserve source of fuel should
include the value of such deposits in the property ratio.
Non-productive mineral leases are considered to be held
for such use and should be included in the property ratio.
The value of inventories of merchandise in transit shall be
allocated to the state in which their delivery destination is
located in the absence of conclusive evidence to the contrary.
R.S. 47:287.95(A)(1) provides that aircraft owned by a
taxpayer whose net apportionable income is derived primar-
ily from air transportation should not be included in the
property ratio.

2. Proration of Rolling Stock and Other Mobile Equipment.
The average value of rolling stock and other mobile equip-
ment owned by the taxpayer shall be prorated within and
without Louisiana as set forth below.

a.  The value of diesel locomotives shall be allocated to
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Louisiana on the basis of the ratio of diesel locomotive
miles in Louisiana to total diesel locomotive miles.

The value of other locomotives shall be allocated to
Louisiana on the basis of the ratio of other locomotive
miles in Louisiana to total other locomotive miles.

The value of freight train cars shall be allocated to
Louisiana on the basis of the ratio of freight car miles
in Louisiana to total freight car miles.

The value of passenger cars shall be allocated to
Louisiana on the basis of the ratio of passenger car
miles in Louisiana to total passenger car miles.

The value of passenger buses shall be allocated to
Louisiana on the basis of the ratio of bus miles in
Louisiana to total bus miles.

The value of diesel trucks shall be allocated to
Louisiana on the basis of the ratio of diesel truck
miles in Louisiana to total diesel truck miles.

The value of other trucks shall be allocated to
Louisiana on the basis of the ratio of other truck miles
in Louisiana to total other truck miles.

The value of trailers shall be allocated to Louisiana
on the basis of the ratio of trailer miles in Louisiana
to total trailer miles.

The value of towboats shall be allocated to Louisiana
on the basis of the ratio of towboat miles in Louisiana
to total towboat miles. In the determination of
Louisiana towboat miles, one half of the mileage of
all navigable rivers or streams bordering on both
Louisiana and another state shall be considered
Louisiana miles.

The value of tugs shall be allocated to Louisiana on
the basis of the ratio of tug miles in Louisiana to total
tug miles. In the determination of Louisiana tug
miles, one half of the mileage of all navigable rivers
or streams bordering on both Louisiana and another
state shall be considered Louisiana miles.

The value of barges shall be allocated to Louisiana
on the basis of the ratio of barge miles in Louisiana to
total barge miles. In the determination of Louisiana
barge miles, one half of the mileage of all navigable
rivers or streams bordering on both Louisiana and
another state shall be considered Louisiana miles.

The value of work and miscellaneous equipment shall
be allocated to Louisiana on the basis of the ratio of
track miles in Louisiana to total track miles in the
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case of a railvoad, on the basis of the ratio of bank
miles operated in Louisiana to total bank miles oper-
ated in the case of inland waterway transportation
and on the basis of the ratio of route miles operated in
Louisiana to total route miles operated in the case of
truck and bus transportation. In the determination
of bank miles, one half of the bank mileage of navi-
gable rivers or streams bordering on both Louisiana
and another state shall be considered Louisiana bank
miles.

m. The value of other floating equipment shall be
allocated to Louisiana on the basis of the ratio of
operating equipment miles within Louisiana to the
total operating equipment miles, for the particular
equipment to be allocated. In the determination of
Louisiana operating equipment miles, one half of the
mileage of all navigable rivers or streams bordering
on both Louisiana and another state shall be consid-
ered Louisiana operating equipment miles.

3. Insufficient Records. In any case where the information
necessary to determine the ratios listed above is not readily
available from the taxpayer’s records, the secretary, in his
discretion, may permit or require the allocation of such
equipment by any method deemed reasonable by him.

C. Wage Ratio. Salaries, wages and other compensation for per-

sonal services as used in R.S. 47:287.95 includes only compen-
sation paid to employees or to a deferred plan for the benefit of
employees of the taxpayer for services rendered in connection
with the production of net apportionable income.

. Revenue Ratio. This ratio is generally composed of sales, charg-

es for service, and other gross apportionable income. Neither
allocable income nor income excluded from gross income, such
as interest and dividends, is included in the ratio. For all for-
mulas except that provided by R.S. 47:287.95(F), the revenue
ratio consists of the ratio of the gross apportionable income of
the taxpayer from Louisiana sources to the total gross appor-
tionable income of the taxpayer. For the formula provided
by R.S. 47:287.95(F), the revenue ratio consists of the ratio
of net sales made in the regular course of business and other
gross apportionable income attributable to this state to the
total net sales made in the regular course of business and other
gross apportionable income of the taxpayer. Sales not made in
the regular course of business are not included in the formula

provided by R.S. 47:287.95(F).

1. Revenue from Transportation other than Air Travel.
Gross apportionable income attributable to Louisiana
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from transportation other than air includes all such
revenue derived entirely from sources within Louisiana
plus a portion of revenue from transportation performed
partly within and partly without Louisiana, based upon
the ratio of the number of units of transportation service
performed in Louisiana to the total of such units. Revenue
[from transportation exclusively without Louisiana shall
not be included in gross apportionable income attributed
to Louisiana. Gross apportionable income attributable to
Louisiana shall be computed separately for each of the four

classes enumerated below:

a. A unit of transportation shall consist of the following:

i.  in the case of the transportation of passengers, the

transportation of one passenger a distance of 1 mile;
ii.  in the case of the transportation of liquid com-
modities, including petroleum or related prod-
ucts, the transportation of one barrel of the

commaodities a distance of 1 mile;

in the case of the transportation of property
other than liquids, the transportation of 1 ton
of the property a distance of 1 mile;
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in the case of the transportation of natural gas,
the transportation of one MCF or one MBTU
a distance of 1 mile.

iv.

b.  In any case where another method would more clearly
reflect the gross apportionable income attributable
to Louisiana, or where the above information is not
readily available from the taxpayer’s records, the sec-
retary, in his discretion, may permit or require the use

of any method deemed reasonable by him.

¢.  Example: ABC Corporation is in the business of trans-
porting natural gas as a common carrier. During the
year 2005, ABC entered into five transactions. In the
first transaction one million MMCF was transported
from Texas, through Louisiana, to Mississippi. The
total distance transported was S00 miles, of which 200
miles was in Louisiana. The charge for the transporta-
tion was $250,000.00. In the second transaction one
million MMCF was transported from one point in
Louisiana to another point in Louisiana, a distance
of 150 miles, for a charge of $150,000.00. In the
third transaction one million MMCF was transported
from one point in Texas to another point in Texas, a
distance of S00 miles, for a charge of $250,000.00. In
the fourth transaction one million MMCF was trans-
ported from a point in Louisiana to a point in another
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state for a charge of $500,000.00. The total distance
transported was 1,000 miles, of which 100 miles were
in Louisiana. In the fifth transaction one million
MMCF was transported from a point in Louisiana to
a point in another state for a charge of $250,000.00.
The distance transported was SO0 miles, of which 100
was in Louisiana. The portion of the gross apportion-
able income attributed to Louisiana would be com-

puted as follows:

Louisiana Amount
First Transaction — 200/500 X $250,000 = $100,000
Second Transaction — entirely from Louisiana = 150,000
Third Transaction — neither entirely
nor partially in Louisiana -0-
Fourth Transaction — 100/1,000 X $500,000 = 50,000
Fifth Transaction — 100/500 X $250,000 = 50,000
Louisiana Income From Transportation
of Natural Gas $350,000

2. Revenue From Telephone, Telecommunications, and
Other Similar Services.

a.  Gross apportionable income attributable to Louisiana
from providing telephone, telecommunications, and

similar services shall include, but is not limited to:

i.  revenue derived from charges for providing
telephone “access” from a location in this state.
“Access” means that a call can be made or
received from a point within this state. An
example of this type of receipt is a monthly
subscriber fee billed with reference to a service
address located in the state and without regard
to actual usage;

revenue derived from charges for unlimited call-
ing privileges, if the charges are billed by refer-

ence to a service address located in this state;

1.

revenue from intrastate telephone calls or other
telecommunications, except for mobile telecom-
munication services, beginning and ending in
Louisiana;
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iv.  revenue from interstate or international tele-
phone calls or other telecommunications, except
Jfor mobile telecommunication services, either

beginning or ending in Louisiana if the service
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(a).

(b).

(c).

address charged for the call or telecommunica-
tion is located in Louisiana, regardless of where

the charges are billed or paid;
revenue from mobile telecommunications service;

revenue from mobile telecommunications ser-
vices shall be attributed to the place of primary
use, which is the residential or primary business
street address of the customer;

iff a customer receives multiple services, such as
multiple telephone numbers, the place of primary
use of each separate service shall determine where
the revenue from that service is attributed;

revenue from mobile telecommunications ser-
vices shall be attributed to Louisiana if the place
of primary use of the service is Louisiana;

b.  Definitions. For the purposes of this paragraph, the
Jollowing terms have the following meanings unless
the context clearly indicates otherwise:

i

1.
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.

vi.

Call—a specific telecommunications transmis-
sion;

Customer—any person or entity that contracts
with a home service provider or the end user of
the mobile telecommunications service if the end
user is not the person or entity that contracts
with the home service provider for mobile tele-
communications sevvice;

Home service provider—the facilities-based
carvier or rveseller with which the customer
contracts for the provision of mobile telecom-
munications services;

PlaceofPrimary UseofMobile Telecommunications
Service—the street address representative of where
the customer’s use of mobile telecommunications
service primarily occurs. This address must be
within the licensed service area of the home service
provider and must be cither the residential or the
primary business street address of the customer.
The home service provider shall be responsible for
obtaining and maintaining the customer’s place of
primary use as prescribed by R.S. 47:301(14)(i)
(i) (bb) (XD);

Service Address—the address where the tele-
phone equipment is located and to which the
telephone number is assigned;

Telecommunications—the electronic trans-
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mission, conveyance or routing of voice, data,
audio, video, or any other information or sig-
nals to a point, or between or among points,
by or through the use of any medium such as
wires, cables, satellite, microwave, electromag-
netic wires, light waves or any combination of
those or similar media now in existence or that
might be devised, but telecommunications does
not include the information content of any such
transmission;

vii. Telecommunications Service—providing tele-
communications, including service provided by
telecommaunication service resellers, for a charge
and includes telephone service, telegraph service,
paging service, personal communication services
and mobile or cellular telephone service, bur
does not include electronic information service
or Internet access service.

3. Attribution of Sales Made in the Regular Course of

Business

a.

Sales made in the regular course of business attribut-
able to Louisiana under R.S. 47:287.95 are those
sales where the goods, merchandise or property are
received in Louisiana by the purchaser. Similarly,
where the goods, merchandise or property are received
in some other state, the sale is attributable to that
state. Sales made in the regular course of business
include all sales of goods, merchandise or product of
the business or businesses of the taxpayer. They do
not include the sale of property acquired for use in
the production of income. Where a taxpayer under
a contract performs essentially a management or
supervision function and receives a reimbursement
of his costs plus a stipulated amount, the amounts
received as reimbursed costs are not sales although the
contract so designates them. The stipulated amount
constitutes other gross apportionable income and
shall be attributed to the state where the contract was
performed. Where goods are delivered into Louisiana
by a public carrier, or by other means of transporta-
tion, including transportation by the purchaser, the
place at which the goods are ultimately received after
all transportation has been completed shall be con-
sidered as the place at which the goods are received
by the purchaser. The transportation in question is
the initial transportation relating to the sale by the
taxpayer, and not the transportation relating to a sale
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or subsequent use by the purchaser.

Where the goods are delivered by the seller in his own
equipment, it is presumed that such transportation
relates to the sale. Where the goods are delivered by a
common or contract carrier, whether shipped F.O.B.
shipping point, and whether the carrier be a pipeline,
trucking line, railroad, airline or some other type
of carrier, the place where the goods are ultimately
received by the purchaser after the transportation by
the carrier has ended is deemed to be the place where
the goods are received by the purchaser.

Where the transportation involved is transportation
by the purchaser, in determining whether or not the
transportation relates to the sale by the taxpayer, con-
sideration must be given to the following principles.

7. To be related to the initial sale, the trans-
portation should be commenced immediately.
However, before a lapse of time is conclusive,
consideration must be given to the nature and
character of the goods purchased, the avail-
ability of transportation, and other pertinent
circumstances.

ii.  The intent of the parties to the sale must also
be considered. The intent and purpose of the
purchaser may be determined directly, or by an
evaluation of the nature and scope of his opera-
tion, customs of the trade, customary activities
of the purchaser, and all pertinent actions and
words of the purchaser at the time of the sale.

iii.  In order for the transportation by the purchaser
to be related to the initial sale by the taxpayer
to the purchaser, such transportation must be
generally the same in nature and scope as that
performed by the taxpayer or by the carrier.
There is no difference between a case where a
taxpayer in Houston ships F.O.B., Houston, to
a purchaser in Baton Rouge, by common carrier,
and a case where all facts are the same except that
the purchaser goes to Houston in his own vebicle
and returns with the goods to Baton Rouge.

Generally, transportation by public carrier pipelines
is accorded the same treatment as transportation by
any other type of public carrier. However, because
of the nature and character of the property, the type
of carrier, and customs of the trade, the natural
resources in the pipeline may become intermixed with

41

other natural resources in the pipeline and lose their
particular identity. Where delivery is made to a pur-
chaser in more than one state, or to different purchas-
ers in different states, peculiar problems of attribution
arise. In solving such problems consideration must be

given to the following principles.

i.  Where it can be shown that a taxpayer in one
state sold a quantity of crude oil to a purchaser
in another state, and the 0il was transported to
the purchaser by pipeline carrier, the sale will
be attributed to the state where the crude oil is
received by the purchaser, even though the crude
0il delivered might not be the identical oil sold
because of commingling in the pipeline. Custom
of the trade indicates the purchaser buys a
quantity of oil of certain quality rather than
any specific oil.

ii.  In situations involving several deliveries in sev-
eral different states to one or more purchasers,
the general rules should be applied with logic

dﬂd commorn sense.

In determining the place of receipt by the purchaser
after the initial transportation has ended, peculiar
problems may be created by the storage of the prop-
erty purchased immediately upon purchase at a place
other than the place of intended use. The primary
problem created by such storage is in determining
whether or not the transportation after storage relates
to the sale by the taxpayer. Generally, the rules and
principles set forth above will control where the stor-
age is of temporary nature, such as that necessitated
by lack of transportation, by change from one means
of transportation to another, or by natural condi-
tions. In cases where the storage is permanent or semi-
permanent, delivery to the place of storage concludes
the initial transportation, and the sale is attributed
to the place of storage.

4. Attribution of Gains from Sales Not Made in the Regular

Course of Business

a.

The net profit from sales not made in the regular
course of business shall be included in the ratios pro-

vided by R.S. 47:287.95(C) and (D).

The net profit from the sale of a mineral lease, royalty
interest, oil payment, or other mineral interest shall
be attributed to the state or states in which the prop-
erty subject to such mineral interest is located.
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c.  The net profit from the sale of other intangibles shall
be attributed to the state or states in which the intan-
gible has acquired a business situs if the intangible
has been so used in connection with a business as to
acquire a business situs, or, in the absence of such a
business situs, shall be at the commercial domicile of
the taxpayer.

d.  The net profit from the sale of the tangibles shall be
attributed to the state or states in which the tangible
is located at the time of sale.

5. Exchanges. In transactions in which raw materials, prod-
ucts, or merchandise are transferred to another party at
one location in exchange for raw materials, products, or
merchandise at another location in agreements requiring
the subsequent replacement with similar property on a
routine, continuing, or repeated basis, all such transac-
tions shall be carefully analyzed in order to determine
whether they constitute sales that should be included in
the sales ratio or whether they constitute exchanges which
are not sales and should be excluded from the sales ratio.

6. Recoveries and Reductions of Expense. Transactions that
are actually recoveries of expenses or transactions that are
part of a sequence of transactions for the purpose of manag-
ing risk, preventing loss, securing product, securing market
or protecting profit shall not be considered gross apportion-
able income for purposes of determining the Louisiana
apportionment percent. Examples of such transactions
include, but are not limited to:

a.  Corporation A rents retail space in a shopping mall.
The glass in the front door of the shop has broken and
Corporation A is unable to immediately contact the
building owner. Corporation A has the glass replaced and
is later reimbursed by the building owner. The reimburse-
ment is not gross apportionable income for purposes of
determining the Louisiana apportionment percent.

b.  Corporation B buys and sells wheat. As part of securing
a supply of wheat at the best possible price Corporation
B will, when it believes prices will be rising in the
Sfuture, purchase options to buy a fixed quantity of
wheat at a fixed price on a fixed date in the future. At
times market conditions will change subsequent to the
purchase of an option and, believing that prices will
Jall and the wheat can be bought even cheaper than
the option price in the future, the option will be sold.
The amount received from the sale of the option is not
gross apportionable income for purposes of determining
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the Louisiana apportionment percent. The amount
received relates to the ultimate cost of goods sold.

¢. ~ Corporation C grows and sells wheat. It knows that
at harvest it will have at least a certain amount of
wheat that must be sold. To ensure a market for its
wheat at harvest Corporation B buys options to sell
fixed quantities of wheat at fixed prices at harvest
time. At times market conditions will change sub-
sequent to the purchase of an option and, believing
that there will be sufficient buyers willing to pay a
suffficient price at harvest time, the option will be sold.
The amount received from the sale of the option is
not gross apportionable income for purposes of deter-
mining the Louisiana apportionment percent. The
amount received relates to marketing expenses.

d.  Corporation D grows, buys and sells wheat. To man-
age market risk in its business Corporation D engag-
es in complex, sophisticated transactions involving
options, futures contracts and various derivative con-
tracts. Any amounts received in the course of these risk
management tyansactions are not gross ﬂpportionable
income for the purposes of determining the Louisiana
apportionment percent. The amounts received relate
to insurance expenses.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.95, R.S. 47:287.78S, and R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department
of Revenue and Taxation, Income Tax Section, LR 14:105
(February 1988), repromulgated by the Department of Revenue,
Policy Services Division, LR 30:482 (March 2004), amended LR
31:694 (March 2005), amended LR 32:421(March 2006).

ACCOUNTING PERIODS AND
METHODS OF ACCOUNTING

R.S. 47:287.441. Accounting periods, methods of

accounting, and adjustments

For purposes of determining the period in which to include items
of gross income, determining the period in which deductions
should be taken, and computing net income under this Part, a
corporation shall use the same taxable year and the same method
of accounting it is required to use for federal income tax purposes,
including its inventory method and statutorily required account-
ing adjustments, unless otherwise provided in this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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R.S. 47:287.442. Exceptions to taxable year of inclu-
sion; taxable year deductions taken

A. Notwithstanding the provisions of R.S. 47:287.441, if any
item of income has been reported in a return and has borne
tax in full for a period in which it was not properly report-
able, the taxpayer shall not be required to report the same
item of income in a subsequent period in which it would
otherwise be properly reportable, unless the secretary shall
have, prior to the running of prescription with respect to
the first period, redetermined the tax liability for that period
so as to eliminate the item of gross income improperly
reported and shall have refunded or credited any resulting
overpayment for that period.

B. Period for which deductions and credits shall be taken.

(1) The taxable year in which to claim the federal income
tax deduction allowed by R.S. 47:287.85 shall be deter-
mined as follows, regardless of the method of account-
ing regularly employed by the taxpayer:

(a) The federal income tax deduction may be claimed
for the same taxable year in which the federal
income tax sought to be deducted is incurred, pro-
vided the taxpayer files a federal income tax return
for such taxable year or is included with affiliates in
a consolidated federal income tax return for such
taxable year.

(b)(i) Taxable year for adjustments to taxpayer’s federal
income tax return. Except as otherwise provided in
this Subparagraph, adjustments affecting federal
taxable income which are made to the taxpayer’s
income tax return subsequent to filing, whether
made because of a deficiency proposed by the
government, a court order, an amended return,
or other appropriate instrument or act, showing
an overpayment or a deficiency shall be taken into
account for purposes of this Part in the period for
which the return was filed, unless the prescrip-
tive period for the collection of tax or the refund
or credit of overpayments, as the case may be, has
expired. If the applicable prescriptive period has
expired, the additional tax paid by the taxpayer in
the case of an underpayment or the refund or credit
received by the taxpayer in the case of an overpay-
ment shall be for the taxable year such tax was
paid, such refund was received, or such credit was
allowed, as the case may be.
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(©)

(d)

(ii) When a federal refund results from transac-
tions or conditions which arise after the close
of the taxable year for which the refund is
made, such federal refund shall be taken into
account, for purposes of this Part, for the tax-
able year in which arose the transactions or
conditions causing the refund.

Taking federal adjustments into account. A pay-
ment of additional federal tax upon income which
has borne Louisiana tax shall be taken into account
by decreasing taxable income. That portion, if
any, of such additional federal tax payment which
would be disallowed as a deduction under either
R.S. 47:287.81 or R.S. 47:287.83 shall be excluded
from such adjustment. Refunds or credits of federal
overpayments, including refunds or credits created
by the carryback of a federal net operating loss,
shall be taken into account by increasing Louisiana
net income or decreasing the Louisiana net loss, as
the case may be. That portion, if any, of the federal
refund or credit of an overpayment which has not
previously been charged against or deducted from
Louisiana net income shall be excluded from such
adjustment.

Adjustments made to the Louisiana return.
Adjustments to a return filed pursuant to this Part,
whether initiated by the secretary or the taxpayer,
shall be taken into account in the taxable year for
which the return was filed in accordance with rules,
regulations, or forms prescribed by the secretary.

(d)(2) if a deduction is claimed and allowed in any peri-

od, the same deduction cannot again be claimed in
a subsequent period in which it otherwise would
be properly deductible, unless the taxpayer, prior
to the running of prescription with respect to the
first period, shall have amended his return for that
period so as to eliminate the deduction and shall
have paid any additional tax which may be due as a
result thereof, together with any interest and penal-
ties that may be applicable thereto.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.



LAC 61:1.1137

Corporation Income Tax
Statutes and Regulations

LAC 61:1.1137. Exceptions to Taxable Year of
Inclusion; Taxable Year Deductions Taken

A. Improperly Reported Item of Income. R.S. 47:287.442(A)
does not relieve a taxpayer of the responsibility of filing a true
and correct return and immediately correcting any errors
which are discovered after the return is filed. If an error is
discovered, it is the obligation of the taxpayer to file promptly
an amended return reflecting the correct tax liability. The
purpose of R.S. 47:287.442(A), so far as it deals with improp-
erly reported items of income, is to preclude a taxpayer’s being
required to pay again on an item of income which has borne
tax in full previously, even though for a period in which it was
not properly reportable. An item of income will be deemed ro
have previously borne tax in _full if the item, when multiplied
by the lowest tax rate applicable to the taxpayer, results in
a tax not less than the amount of tax actually paid on the
return. If the item has not previously borne tax in full, R.S.
47:287.442(A) is not applicable to that portion of the item
which has not previously borne tax. That portion, which shall
be the difference between the item of income and the taxable
balance of net income, shall be reported as income during the
year it was properly reportable.

. Example: The ABC Corporation, by mistake, reported on
its 1982 income tax return an item of accrued interest in the
amount of $5,000 which was properly reportable in 1983. It
paid the Louisiana income tax shown to be due on the return.
The company never discovered its error. In 1987, the secretary
discovers the error. The return for 1982 shows the following:

ACCTUCH FTECTCSEeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeesesaens $5,000
I0COME frOM OPEYALIONS. ... 20,000
T OLAL FTCOMLC eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e eeeeeeeeeesaan $25,000
Less total authorized deductions.........wnevenevenenevenan, 21,000
TAXADLE G1LCOMIC.eeeeeeeeeeeeeeereeeseeeeeeeeeeeeeeeeeeeseeesseees $4,000
Tax per return

Computation to determine if item

has borne tax in full:

Amount improperly reported...........eneunenenererrereenn. 35,000
Tax at lowest rate Of LAXPAYET..........euveeeveererseeereiirercraenn. $200
TAX PALA.eeerereres s 160
Amount of tax UNPAIA...............cvceceevviircieisieieirican 340
Computation of portion of item to be reported in 1983:
Improperly reported item ........uveueeueeeenernererererecieenn $5,000
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Taxable balance of net income in 1982...............ccuueceuene. 4,000
Portion of item to be reported..............uneunceceniircnan $1,000

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.442.

HISTORICAL NOTE: Promulgated by the Department
of Revenue and Taxation, Income Tax Section, LR 14:108
(February 1988).

R.S. 47:287.443. Effective dates, taxable year, 52-53
week year

In any case in which the effective date or the applicability of
any provision of this Part is expressed in terms of taxable years
beginning or ending with reference to a specified date which is
the first or last day of a month, a taxable year consisting of 52-53
weeks which is properly elected under law shall be treated as:

(1) Beginning with the first day of the calendar month begin-
ning nearest to the first day of such taxable year, or

(2) Ending with the last day of the calendar month ending near-
est to the last day of such taxable year, as the case may be.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.444. Returns for a period of less than
twelve months, special tax computation

A. When a separate return for a period of less than twelve
months is required by law, or permitted by the secretary pur-
suant to this Part, Louisiana taxable income of a corporation
shall be computed on the basis of such period.

. When Louisiana taxable income is computed on the basis of
a period of less than twelve months, it shall be placed on an
annual basis by multiplying the amount thereof by twelve
and dividing by the number of months included in the peri-
od for which the separate return is required or permitted to
be made. The tax shall be such part of the tax computed on
such annual basis as the number of months in such period is
of twelve months.

Added by Acts 1992, No. 170 §1. Effective for taxable periods
beginning on or after January 1, 1992.



R.S. 47:287.445

Corporation Income Tax
Statutes and Regulations

R.S. 47:287.445. Special adjustments for long-term

contracts

A. General. Notwithstanding any provision to the contrary in
this Chapter, any corporation that uses the percentage of
completion method prescribed in 26 U.S.C.A. §460 shall
upon completion of the contract, or, with respect to any
amount properly taken into account after completion of
the contract, when such amount is so properly taken into
account, pay or shall be entitled to receive interest com-

puted under the look-back method of Subsection B.

Look-back method. The interest computed under the look-
back method of this Subsection shall be determined as fol-
lows:

(1) First, allocating income under the contract among
taxable years in accordance with the provisions of 26

U.S.C.A. §460(b)(2)(A).

Second, determine solely for purposes of computing
such interest, the overpayment or underpayment of

(2)

Louisiana corporate income tax for each taxable year
referred to in Paragraph (1), which would result solely
from the application of Paragraph (1), and

(3) Then, applying the rate of interest established by R.S.
47:1624 to the overpayment or underpayment deter-

mined under Paragraph (2).

. S corporations. With respect to a corporation which for a
taxable year is classified as an S corporation, the principles
of LR.C. Section 460(b)(4)(A) shall apply with respect to its
excludible percentage of Louisiana net income attributable
to any long-term contract, there shall be no exceptions for
S corporations which are closely held pass-through entities
and “highest rate” shall mean the highest rate of tax specified
in R.S. 47:296.

Added by Acts 1992, No. 588 §1. Effective for taxable periods
beginning on or after January 1, 1992.

R.S. 47:287.480. Special adjustments by the secretary

Notwithstanding any other provisions of this Part to the con-
trary, the secretary is authorized to require the use of invento-
ries and to allocate income and deductions among taxpayers
and require such returns as follows:

(1) Inventories. Whenever in the opinion of the secretary the
use of inventories is necessary in order clearly to determine
the income of any taxpayer, inventories shall be taken by
such taxpayer on such basis as the secretary may prescribe as
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conforming as nearly as may be to the best accounting prac-
tice in the trade or business and as most clearly reflecting the
income.

(2) Allocation between related businesses. In any case of two
or more organizations, trades, or businesses, whether or
not incorporated, whether or not organized in the United
States, and whether or not affiliated, owned or controlled
directly or indirectly by the same interests, the secretary may
distribute, apportion, or allocate gross income, deductions,
credits, or allowances between or among such organizations,
trades, or businesses, if he determines that such distribution,
apportionment, or allocation is necessary in order to pre-
vent evasion of taxes or clearly to reflect the income of any
of such organizations, trades, or businesses.

(3) Consolidated returns.

(a) Consolidated or combined returns are not allowed
under this Part except as required by the secretary pur-
suant to this Paragraph.

(b) For purposes of this Section, whenever a corporation
which is required to file an income tax return, is affili-
ated with or related to any other corporation through
stock ownership by the same interests or as parent or
subsidiary corporations, or whose income is regulated
through contract or other arrangement, the secretary
may require such consolidated statements as in his
opinion are necessary, if any, in order to determine the
taxable income received by any one of the affiliated or

related corporations.

(c)(i) Whenever two corporations which are each required
to file an income tax return are affiliated corporations as
defined in Section 1504 of the Internal Revenue Code,
as amended, and

(aa) If one corporation transfers all or substan-
tially all of its Louisiana assets to the other
corporation, and

(bb) Ifthe corporations involved in the transfer file
their income tax returns in accordance with
the separate accounting method as set forth
in R.S. 47:287.94, then notwithstanding any
other provision of law to the contrary, such
transaction may, at the clection of the secre-
tary or the taxpayers, be treated as if the trans-
action was a reorganization as described in
Section 368(a)(1)(F) of the Internal Revenue

Code, as amended.
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(ii) Ifa transaction qualifies under Subparagraph (3)(c)
(i) and if an election is made to treat the transaction
as a Section 368(a)(1)(F) reorganization, then in
determining the tax attributes to be carried over to
the transferee, the transferee shall succeed only to
those items associated with the transferred assets.

(4) The foregoing Paragraphs are operative whether or not a
federal income tax return for the taxable year is actually filed
by the taxpayer and whether or not such adjustments have
been made at federal law.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1987, No. 137, §1.

EXEMPT ORGANIZATIONS

R.S. 47:287.501. Exemption from tax on corporations

A. General rule. An organization described in LR.C. Sections
401(a) or 501 shall be exempt from income taxation under
this Part to the extent such organization is exempt from
income taxation at federal law, unless the contrary is express-

ly provided.
Additional exemptions.

(1) Mutual savings banks, national banking corporations and
banking corporations organized under the laws of the
state of Louisiana who pay a tax for their shareholders
or whose shareholders pay a tax on their shares of stock
under other laws of this state and building and loan asso-
ciations shall be exempt from taxation under this Part.

Any corporation, community chest, fund, or founda-
tion which annually or more frequently contributes all
of its current net earnings, less a reasonable reserve not
to exceed one thousand dollars for anticipated expenses
and future contributions, to organizations which are
organized and operated exclusively for religious, chari-
table, scientific, literary, or educational purposes, or for
the prevention of cruelty to children or animals, shall
itself be deemed organized and operated exclusively for
religious, charitable, scientific, literary, or educational
purposes, or for the prevention cruelty to children or
animals and shall be exempt from taxation under this
Part; provided that said corporation, community chest,
fund, or foundation is not engaged in the active conduct
of trade or business, no part of its net earnings inures to
the benefit of any private sharcholder or individual and
no substantial part of its activities is carrying on propa-
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ganda or otherwise attempting to influence legislation.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

LAC 61:1.1140. Exemption from Tax on Corporations

A. Generally, organizations meeting the qualifications included
under LR.C. Sections 501 and 401 (a) are exempt from federal

and Louisiana income tax liability.

. However, organizations meeting the qualifications under
LR.C. Sections 501 and 401(a) are not exempt from taxa-
tion on unrelated business taxable income or income not
included under LR.C. Sections 501 and 401(a) for federal
income tax purposes. Since unrelated business taxable income
is not exempt from federal income tax, it is not exempt from
Louisiana income tax. The Department of Revenue will begin
enforcing this requirement of R.S. 47:287.501 for all taxable
periods beginning on and after January 1, 2008.

. Exceptions

1. Mutual savings banks, national banking corporations, build-
ing and loan associations, and savings and loan associations
are wholly exempt from the tax imposed by this Chapter
regardless of where they are organized.

Banking corporations, regardless of where they are organized,
which are required by other laws of this state to pay a tax
Jfor their shareholders, or whose shareholders are required
to pay a tax on their shares of stock are also wholly exempt.
Banking corporations, other than those described above, are
not exempt from the corporation income tax.

. An organization claiming a total or partial exemption under
R.S. 47:287.501(A4) as an organization described in LR.C.
Sections 501 or 401 (a) is required to file an income tax return
in the same manner as any other corporation. To claim a partial
exemption, the organization must submit a copy of the Internal
Revenue Service ruling establishing its exempt status under
LR.C. Sections 501 or 401 (a) with its return, report any income
subject to federal income tax on its Louisiana return, and include
with the return a statement that all income not reported on the
Louisiana return is exempt from federal income tax under
LR.C. Sections 501 or 401(a). To claim a total exemption the
organization must submit a copy of the Internal Revenue Service
ruling establishing its exempt status under LR.C. Sections 501
or 401 (a) with its return and include with its return a state-
ment that none of its income was subject to federal income tax.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.501.
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HISTORICAL NOTE: Promulgated by the Department
of Revenue and Taxation, Income Tax Section, LR 14:108
(February 1988).

R.S. 47:287.521. Farmers’ cooperatives; all cooperatives
A. Farmers’ cooperatives.
An organization described under federal law as a farmer’s
cooperative shall be exempt from income taxation under

this Part to the extent such organization is exempt from
income tax at federal law.

All cooperatives.

(1) Any cooperative taxable under federal law shall be taxed
under this Part on its Louisiana taxable income.

(2) For purposes of this Subsection:

(a) “Net income” means the taxable income of a coop-
erative determined in accordance with federal law
applicable to cooperatives and their patrons.

(b) “Grossincome” and “deductions from gross income”
have the same meanings herein as in federal law per-
taining to cooperatives and their patrons.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.526. Shipowners’ protection and indem-
nity associations

There shall not be included in gross income the receipts of ship-
owners’ mutual protection and indemnity associations which
are not organized for profit and no part of the net earnings of
which inures to the benefit of any private sharcholder; but such
corporations shall be subject to the tax imposed by this Part on
their Louisiana taxable income from interest, dividends, and
rents earned within or derived from sources within this state,
for a taxable year, the same as any nonexempt corporation.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.527. Political organizations

A. A political organization as defined under federal law shall
be subject to taxation under this Part as provided in this
Section.

B. A political organization shall be taxed under this Part on its
Louisiana taxable income.

C. For purposes of this Section:

(1) “Net income” means political organization taxable
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income determined in accordance with federal law
applicable to political organizations.

(2) “Gross income” and “deductions from gross income”
have the same meaning herein as in federal law pertain-
ing to political organizations.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.528. Homeowners’ associations

A. A homeowner’s association as defined under federal law
shall be subject to taxation under this Part as provided in
this Section.

B. A homeowner’s association shall be taxed under this Part on
its Louisiana taxable income.

C. For purpose of this Section:

<« . » b . .

(1) “Net income” means a homeowner’s association tax-
able income determined in accordance with federal law
applicable to homeowners’ associations.

(2) “Gross income” and “deductions from gross income”
have the same meaning herein as in federal law pertain-
ing to homeowners’ association.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

ADMINISTRATIVE PROVISIONS;
RECORDS, RETURNS, DUE DATES,
PAYMENT OF TAXES

R.S. 47:287.601. Notice of regulations requiring
records, statements, and special returns

Every person liable for any tax imposed by this Part, or for the
collection thereof, shall keep such records, render such state-
ments, make such returns, and comply with such rules and
regulations as the secretary may from time to time prescribe.
Whenever in the judgment of the secretary it is necessary, he
may require any person, by notice served upon such person or
by regulations, to make such returns, render such statements,
or keep such records as the secretary deems sufficient to show
whether or not such person is liable for tax under this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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LAC 61:1.1147. Notice of Regulation, Requiring
Records, Statements and Special Returns

A. Every corporation subject to the provisions of Part IL.A of
Chapter 1 shall, for the purpose of enabling the secretary to
determine the correct amount of income subject to tax, keep such
permanent books of account or records, including inventories,
as are suffficient to establish the amount of gross income and the
deductions, credits, and other information required to be shown
in any return. Such books or records required by this Section
shall be available at all times for inspection by the secretary, and
shall be retained so long as the contents thereof may be material
in the administration of the income tax law. The secretary may
at any time require the taxpayer to submit statements of net
worth as of the beginning and end of the taxable year.

AUTHORITY NOTE: Promulgated in accordance with
R.85.47:287.601.

HISTORICAL NOTE: Promulgated by the Department of Revenue
and Taxation, Income Tax Section, LR 14:108 (February 1988).

R.S. 47:287.611. General requirement of return,
statement, or list

Any person made liable for the tax imposed by this Part shall
make a return or statement according to the forms and regula-
tions prescribed by the secretary. Every person required to make
a return or statement shall include therein the information
required by such forms or regulations.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.612. Corporation returns

Every corporation subject to taxation under this Part shall
make a return stating specifically the items of its gross income
and the deductions and credits allowed under this Part. The
return shall be verified or shall contain a written declaration by
the president, vice president, treasurer, assistant treasurer, chief
accounting officer, or any other officer duly authorized so to act
that it is made under the penalties imposed for false swearing.
In cases where receivers, trustees in bankruptcy, or assignees are
operating the property or business of corporations, such receiv-
ers, trustees, or assignees shall make returns for such corpora-
tions in the same manner and form as corporations are required
to make returns. Any tax due on the basis of such returns made
by receivers, trustees, or assignees shall be collected in the same
manner as if collected from the corporations of whose business
or property they have custody and control.
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Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

LAC 61:1.1148. Corporation Returns

A. General Rules. Every corporation deriving income from Louisiana
sources shall file a return on forms secured from the secretary or by
electronicically filing a return, unless expressly exempt from the
tax. The first return and the last return of a corporation are
returns for a_full year and not for a fractional part of a year. A
corporation does not go out of existence by virtue of being managed
by a receiver or trustee who continues to operate if.

B. Liguidation. Upon liquidation or dissolution of a corporation
there shall be attached to the final return a statement showing:
1. an outline of the plan under which the corporation was
dissolved;
2. the date the dissolution was formally commenced;
3. the date the dissolution was completed;
4. the name and address of each shareholder at dissolution and
the number and par value of the shares of stock held by each;
5. a description of assets conveyed to each shareholder,
creditor, or other person, showing book value, fair market
value, and location, as well as the name and address of
each such person;
6. the consideration paid by each person for the assets
received; and
7. whether the plan is intended to qualify under one of the
sections of the Internal Revenue Code relating to nonrec-
ognition in whole or in part of gain by a shareholder, and,
if so, the section involved.
C. Receivers. Receivers, trustees in dissolution, trustees in bank-

ruptcy, and assignees, operating the property or business of
corporations, must file returns for such corporations. If a receiver
has full custody of and control over the business or property of a
corporation, he shall be deemed to be operating such business or
property within the meaning of R.S. 47:287.612 whether he is
engaged in carrying on the business for which the corporation
was organized or only in marshaling, selling, and disposing of its
assets for purposes of liquidation. However, a receiver in charge
of only part of the property of a corporation, as, for example, a
receiver in mortgage foreclosure proceedings involving merely a
small portion of its property, need not file a return.

D. Change in Ownership

1. Except as otherwise provided herein, when a change in

ownership results in no change to the accounting period



LAC 61:1.1148

Corporation Income Tax
Statutes and Regulations

but results in the income of the taxpayer being reported on
two separate federal returns, the taxpayer may either file
one return for the entire accounting period or file two short
period returns. If two short period returns are filed the
due date of both returns is the due date of the accounting
period year-end return.

Except as otherwise provided herein, when a change in
ownership results in a change to the accounting period, the
filing of two short periods is required. The due date of the
first short period return is the fifteenth day of the fourth
month following the last day of the calendar month in
which the change of ownership occurred. If information
concerning the federal income deduction is not available,
an amended return will be required for this period once
the information is known. The due date of the last short
period return is the due date of the new accounting period
year-end return.

When a one-day return is required under federal law,

that one-day is a separate accounting period for Louisiana

reporting purposes. A separate return is required for that
one day. This will usually result in the filing of three short
period returns. The due date of the first period return is

the fifteenth day of the fourth month following the last
day of the calendar month in which the change in owner-

ship occurred. The due date of the one-day return is the
fifteenth day of the fourth month following the last day of
the calendar month in which the one day falls. The due
date of the last short period return is the due date of the
new accounting period year-end return.

All short period tax is computed under the provisions of
R.S. 47:287.444

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.441,R.S.47:287.444,R.S. 47:287.601, R.S. 47:287.612,
R.S. 47:287.614, R.S. 47:287.623, R.S. 47:287.651, R.S.
47:287.732, R.S. 47:287.78S and R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department
of Revenue and Taxation, Income Tax Section, LR 14:108
(February 1988), amended by the Department or Revenue, Policy
Services Division, LR 30:0000 (December 2004.).

R.S. 47:287.613. Alternative forms and instructions

In addition to the returns authorized and required in this Part
the secretary is authorized to prescribe such alternative forms
and instructions as he deems practicable for the purpose of sim-
plifying compliance. Such forms and instructions may contain
arithmetical short-cuts and abbreviated formulae which do not
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precisely track the computational scheme of this Part, provided
that the use of such forms remains optional.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.614. Time and place for filing returns;
information concerning federal return; extension of
time to file

A. Returns made on the basis of the calendar year shall be made
and filed with the secretary at Baton Rouge, Louisiana, on
or before the fifteenth day of April following the close of
the calendar year. Returns made on the basis of a fiscal year
shall be made and filed on or before the fifteenth day of the
fourth month following the close of the fiscal year with the
secretary at Baton Rouge, Louisiana.

. A taxpayer shall disclose on its Louisiana income tax return
the amount of taxable income reported on its federal income
tax return for the same taxable year and, when requested by
the secretary, shall furnish a true and correct duplicate of its
federal income tax return, statement, or report for the same
taxable year.

. Any corporation whose federal income tax return is adjust-
ed by the Internal Revenue Service must furnish a statement
to the secretary disclosing the nature and amount of such
adjustments within sixty days of the taxpayer’s receipt of
such adjustments from the Internal Revenue Service.

. (1) The secretary may grant a reasonable extension of time
for filing returns, not to exceed seven months from the date
the Louisiana income tax return is due or the extended due
date of the federal income tax return, whichever is later.

(2) The secretary may accept a photocopy or duplicate
original of the taxpayer’s:

(a) Federal application for an extension of time to file, or
(b) Application for an automatic extension of time to
file a federal return.

(3) The secretary may otherwise provide for the automatic
extension of time to file a corporation return not to
exceed seven months.

Should the day required for filing returns fall on Saturday,

Sunday, or a legal holiday, the return shall be made and filed

on the next business day. This Subsection is applicable to

the filing dates required by Subsection A and filing dates

extended pursuant to Subsection D.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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Amended by Acts 1987, No. 136, §1, eff. June 18, 1987; Acts
2001, No. 1032, §15.

R.S. 47:287.621. Failure to file; penalty

The intentional failure to file a return with the secretary in
accordance with the requirements of this Part and within the
time periods specified in R.S. 47:287.614 shall be punished by
a fine of not more than five hundred dollars or by imprison-
ment for not more than six months, unless approval for a delay
in filing is authorized by the secretary of the Department of
Revenue and Taxation in writing and in addition the penalties
set forth in R.S. 47:1602 shall be invoked. The penalties pro-
vided for in this Section shall not be applicable if said return is
filed within ninety days of the final date for filing as provided
in R.S. 47:287.614.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.623. Period covered by returns or other
documents

When not otherwise provided for by this Part, the secretary may
prescribe the period for which, or the date as of which, any return,
statement, or other document required by this Part shall be made.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

necessary to determine the amount required to be shown on
a form, but shall be applicable only to such final amount.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.627. Identifying number; information

A. Inclusion of identifying numbers in returns. Any corpora-
tion required under the authority of this Part to make a
return, statement, or other document shall include in such
return, statement, or other document such identifying num-
ber as may be prescribed for securing proper identification
of such corporation.

. Requirement of information. For purposes of this Section,
the secretary is authorized to require such information as
may be necessary to assign an identifying number to any
corporation.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.641. Due date of tax

The tax imposed by this Part shall be due in each case on the
day next following the last day of each taxable year. The filing of
returns and payment of taxes shall be as provided in this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.625. Computations on returns or other
documents

A. Amounts shown on Department of Revenue and Taxation
forms. The secretary is authorized to provide, with respect to
any amount required to be shown on a form prescribed for any
return, statement, or other document, that if such amount of
such item is other than a whole-dollar amount, either:

(1) The fractional part of a dollar shall be disregarded; or
(2) The fractional part of a dollar shall be disregarded unless

it amounts to one-half dollar or more, in which case the
amount, determined without regard to the fractional
part of a dollar, shall be increased by one dollar.

Election not to use whole dollar amounts. Any person mak-
ing a return, statement, or other document shall be allowed
to make such return, statement, or other document without
regard to Subsection A.

. Inapplicability to computation of amount. The provisions
of Subsection A and B shall not be applicable to items which

must be taken into account in making the computations
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R.S. 47:287.651. Payment of tax

A. Time of payment. The total amount of tax on a calendar year
return imposed by this Part shall be paid on the fifteenth day
of April following the close of the calendar year, or, if a calen-
dar year return is filed before said due date, then the tax shall
be paid when the return is filed; and, if the return is on the
basis of a fiscal year, then the total amount of tax shall be paid
on the fifteenth day of the fourth month following the close
of the fiscal year, or, if a fiscal year return is filed before said
due date, then the tax shall be paid when the return is filed.
The full amount of tax disclosed by the return as filed shall
constitute an assessment at that time and shall be recorded as
an assessment in the records of the secretary.

B. Voluntary advance payment. A tax imposed by this Part or
any installment thereof may be paid at the election of the
taxpayer prior to the date prescribed for its payment.

. Receipts. The secretary, upon any payment of any tax imposed
by this Part, shall upon request give to the person making
such payment a full written or printed receipt therefor.
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D. Form of payment. All payments of taxes under this Part
shall be made payable to the secretary of revenue and taxa-
tion; and the amount may be paid by check, bank draft, post
office money order, or express money order, electronic
funds transfer, or credit or debit cards.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1986, 1st Ex. Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.654. Installment payments of estimated

income tax by corporations

A. Corporations required to pay estimated income tax. Every
corporation subject to taxation under this Part shall make
payments of estimated tax, as defined in Subsection C, dur-
ing its taxable year, as provided in Subsection B, if its esti-
mated tax for such taxable year can reasonably be expected
to be one thousand dollars or more.

B. Payments in installments. Any corporation required under
Subsection A to make payments of estimated tax, as defined
in Subsection C, shall make such payments in installments
as follows:

If the requirements of Subsection A The following percentages of
the estimated tax shall be paid

on the 15th day of the-

are first met:

4th 6th 9th 12th

month month month month

(1) Before the Ist day of the 4th
month of the taxable year 25 25 25 25

(2) After the last day of the 3rd
month and before the Ist day of the
6th month of the taxable year

(3) After the last day of the Sth
month and before they; 1st day of
the 9th month of the taxable year 50 50

(4) After the last day of the 8th
month and before the Ist day of

of the 12th month of the taxable year 100

331/3  331/3 331/3

C. Estimated tax defined. The term “estimated tax” means the
amount which a taxpayer estimates to be the tax imposed by
this Part for the current period, less the amount which it esti-
mates to be the sum of any credits allowable against the tax.

D. Recomputation of estimated tax. If, after paying any install-
ment of estimated tax, the taxpayer makes a new estimate,
the amount of each remaining installment, if any, shall be
the amount which would have been payable if the new esti-
mate had been made when the first estimate for the taxable
year was made, increased or decreased, as the case may be, by
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the amount computed by dividing:

(1) The difference between: (a) the amount of estimated
tax required to be paid before the date on which the new
estimate is made, and (b) the amount of estimated tax
which would have been required to be paid before such
date if the new estimate had been made when the first
estimate was made, by

(2) The number of installments remaining to be paid on or
after the date on which the new estimate is made.

E. Application to short taxable year. The application of this
Section to taxable years of less than twelve months shall be
asprescribed by the secretary.

F. Installments paid in advance. At the election of the corpora-
tion, any installment of the estimated tax may be paid before
the date prescribed for its payment.

G. Payments of estimated income tax. Payment of the esti-
mated income tax, or any installment thereof, shall be con-
sidered payment on account of the income taxes imposed by
this Part for the taxable year.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.655. Failure by corporation to pay esti-
mated income tax

A. Addition to the tax. In case of any underpayment of estimat-
ed tax by a corporation, except as provided in Subsection D,
there shall be added to the tax under this Part for the tax-
able year a penalty of twelve percent per annum upon the
amount of the underpayment, determined under Subsection
B, for the period of the underpayment as determined under
Subsection C.

B. Amount of underpayment. For purposes of Subsection A,
the amount of the underpayment shall be the excess of:

(1) The amount of the installment which would be required
to be paid if the estimated tax were equal to eighty per-
cent of the tax shown on the return for the taxable year,
or if no return was filed, eighty percent of the tax for
such year, over

(2) The amount, if any, of the installment paid on or before
the last date prescribed for payment.

C. Period of underpayment. The period of the underpayment
shall run from the date the installment was required to be
paid to whichever of the following dates is the earlier:
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(1) The 15th day of the fourth month following the close of
the taxable year.

(2) With respect to any portion of the underpayment,
the date on which such portion is paid. For purposes
of this Paragraph, a payment of estimated tax on any
installment date shall be considered a payment of any
previous underpayment only to the extent such pay-
ment exceeds the amount of the installment determined
under Subsection B(1) for such installment date.

. Exception. Notwithstanding the provisions of the preced-
ing Subsections, the penalty imposed with respect to any
underpayment of any installment shall not be imposed if
the total amount of all payments of estimated tax made on
or before the last date prescribed for payment of such install-
ment equals or exceeds the amount which would have been
required to be paid on or before such date, if the estimated
tax were whichever of the following is the lesser:

(1) The tax shown on the return of the corporation for the
preceding year was for a taxable year of twelve months.

(2) An amount equal to the tax computed at the rates
applicable to the taxable year but otherwise on the basis
of the acts shown on the return of the corporation for,
and the law applicable to, the preceding taxable year.

(3) (a) Anamount equal to cighty percent of the tax for the
taxable year computed by placing on an annualized basis
the taxable income:

(i) for the first three months of the taxable year,
in the case of the installment required to be
paid in the fourth month,

(ii) for the first three months or for the first six
months of the taxable year, in the case of the
installment required to be paid in the sixth
month of the taxable year,

(iii) for the first six months or the first cight
months of the taxable year in the case of the
installment required to be paid in the ninth
month, and

(iv) for the first nine months or for the first eleven
months of the taxable year, in the case of the
installment to be paid in the twelfth month of
the taxable year.

(b) For purposes of this Paragraph, the taxable income
shall be placed on an annualized basis by

(i) multiplying by twelve the taxable income
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referred to in Subparagraph (a), and

(ii) dividing the resulting amount by the num-
ber of months in the taxable year (3, S, 6, 8,
9, or 11, as the case may be) referred to in
Subparagraph (a).
E. Definition of tax. In general. For purposes of Subsections
B and D, the term “tax” means the tax imposed by this Part
less the sum of any credits allowable against the tax.

F. Short taxable year. The application of this Section to taxable
years of less than twelve months shall be as prescribed by the
secretary.

G. Excessive adjustment under R.S. 47:287.656.

(1) Addition to tax. If the amount of an adjustment under
R.S. 47:287.656 made before the fifteenth day of the
fourth month following the close of the taxable year
is excessive there shall be added to the tax under this
Part for the taxable year a penalty of twelve percent per
annum upon the excessive amount from the date on
which the credit is allowed or the refund is paid to such
fifteenth day.

(2) Excessive amount. For purposes of Paragraph (1), the
excessive amount shall be equal to the lesser of the
amount of the adjustment or the amount by which:

(a) The income tax liability, as defined in R.S.
47:287.656(C), for the taxable year as shown on

the return for the taxable year, exceeds

(b) The estimated income tax paid during the taxable
year, reduced by the amount of the adjustment.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.656. Adjustment of overpayment of esti-

mated income tax by corporation

A. Application of adjustment.

(1) Time for filing. A corporation may, after the close of the
taxable year and on or before the fifteenth day of the fourth
month thereafter, and before the day on which it files a
return for such taxable year, file an application for an adjust-
ment of an overpayment by it of estimated income tax for
such taxable year. An application under this Subsection shall
not constitute a claim for credit or refund.

(2) Form of application. An application under this
Subsection shall be verified in the manner prescribed
in the case of a return of the taxpayer and shall be filed
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in the manner and form prescribed by the secretary of
Revenue and Taxation. The application shall set forth:

(a) The estimated income tax paid by the corporation
during the taxable year.

(b) The amount which, at the time of filing the appli-
cation, the corporation estimates as its income tax
liability for the taxable year.

(c) The amount of the adjustment.

(d) Such other information for purposes of carry-
ing out the provisions of this Section as may be
required by such regulations.

B. Allowance of adjustment.

(1) Limited examination of application. Within a period
of forty-five days from the date on which an applica-
tion for an adjustment is filed under Subsection A, the
secretary shall make, to the extent he deems practicable
in such period, a limited examination of the applica-
tion to discover omissions and errors therein and shall
determine the amount of the adjustment upon the basis
of the application and the examination, except that
the secretary may disallow, without further action, any
application which he finds contains material omissions
or errors which he deems cannot be corrected within
such forty-five days.

Adjustment credited or refunded. The secretary, within
the forty-five day period referred to in Paragraph (1),
may credit the amount of the adjustment against any
liability in respect of any tax administered by the secre-
tary on the part of the corporation and shall refund the
remainder to the corporation.

Limitation. No application under this Section shall be
allowed unless the amount of the adjustment equals or
exceeds (a) ten percent of the amount estimated by the
corporation on its application as its income tax liability

for the taxable year, and (b) five hundred dollars.

Effect of adjustment. For purposes of this Part, other
than R.S.47:287.655, any adjustment under this Section
shall be treated as a reduction in the estimated income
tax paid made on the day the credit is allowed or the
refund is paid.

C. Definitions. For purposes of this Section and R.S.
47:287.655, relating to excessive adjustment:

(1) The term “income tax liability” means the tax imposed
by this Part less the sum of any credits allowable against
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the tax.

(2) The amount of an adjustment under this Section is
equal to the excess of:

(a) The estimated income tax paid by the corporation
during the taxable year, over

(b) The amount which, at the time of filing the appli-
cation, the corporation estimates as its income tax
liability for the taxable year.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.657. Refunds and credits of overpayment
of estimated income tax by corporations

A. An overpayment of estimated income tax shall bear no inter-
est if credit is given therefor. Amounts actually refunded to
the taxpayer as overpayments shall bear interest at the rate
established pursuant to Civil Code Article 2924(B)(3) per
year computed from ninety days after the filing date of the
return showing the overpayment or from the due date of
such return, whichever is later.

. The secretary may net any overpayments of estimated cor-
porate income tax against the corporation’s franchise taxes
for the purpose of determining the interest due under the

provisions of R.S. 47:1601.

Added by Acts 1986, Ist Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1988, 1st Ex.Sess., No. 4, §1, eff. March 28, 1988.

R.S. 47:287.659. Refunds and credits; general rules

Except as otherwise provided in this Part, all matters relating to
the refunding or crediting of income taxes shall be governed by
the provisions of Part V of Chapter 18 of this Subrtitle.1

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
IR.S. 47:1621 et seq.

R.S. 47:287.660. Overpayment of installment

If the taxpayer has paid as an installment of tax more than the
amount determined to be the correct amount of such install-
ment, the overpayment shall be credited against the unpaid
installments, if any, and any excess shall be credited or refunded

as provided in Part V of Chapter 18 of this Subtitle.1
Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
IR.S. 47:1621 et seq.
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R.S. 47:287.662. Overpayment of income taxes
applied to corporation franchise taxes for interest
computation purposes

The Secretary may net any overpayment of income tax by a

corporation against the corporation’s franchise taxes for the
purpose of determining the interest due under R.S. 47:1601.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.663. Overpayments arising from allow-
ance of deductions for bad debts or worthless stock

In the case of an overassessment which arises from the allow-
ance of a deduction for a bad debt or worthless stock which
has not been claimed and allowed on a return of the taxpayer
for another year, the period of limitation prescribed in R.S.
47:1623 shall be extended for an additional period of two years,
and the limitation on the amount of credit or refund provided

in R.S. 47:1623 shall be suspended.
Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.664. Credits arising from refunds by utilities

Whenever a utility refunds to its customers, pursuant to an
order of a court or regulatory agency as a result of the denial
of a proposed rate increase, an amount or amounts which, if
taken as a deduction from gross income in the year paid or
accrued, would result in a net loss, then in lieu of such deduc-
tion the utility may elect to take a credit against its Louisiana
income tax in the amount of the income tax increase which
was the sole result of the inclusion of the amount or amounts
refunded in gross income in the year or years received irrespec-
tive of whether or not the period of limitation provided in R.S.
47:1623 has expired for the year in which the amount refunded
was included in gross income. If this credit exceeds the income
tax that would be due the state of Louisiana in the year of the
refund, computed without the credit, then the excess of this
credit may be carried over the following two taxable years.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.681. Administration

Except as specifically provided to the contrary in this Part, all
matters pertaining to the administration of this Part shall be

governed by the provisions of Chapter 18 of this Subtitle.1
Added by Acts 1986, Ist Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
IR.S. 47:1501 et seq.
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R.S. 47:287.682. Collection from transferee or fidu-
ciary; procedure

A. The liability, at law or in equity, of a transferee of property
of a taxpayer, in respect of the tax, including interest, addi-
tional amounts, and additions to the tax provided by law,
imposed upon the taxpayer by this Part, shall be assessed,
collected, and paid in the same manner and subject to the
same provisions and limitations as in the case of the collec-
tion directly from the taxpayer.

. In the absence of notice to the secretary under R.S.
47:287.683(B), the existence of a fiduciary relationship,
notice of liability enforceable under this Section in respect
of a tax imposed by this Part, if mailed to the person subject
to the liability at his last known address, shall be sufficient
for the purpose of this Part, even if such person is deceased
or is under legal disability, or in the case of a corporation,
has terminated its existence.

. As used in this Section, the term “transferee” includes
donee, heir, legatee, devisee, distributee, shareholder, or
former shareholder of a dissolved corporation, successor of
a corporation, a party to a reorganization defined in LR.C.
Section 368, and all other classes of distributees, including
the transferee of a transferee.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.683. Notice of fiduciary relationship

A. Fiduciary of taxpayer. Upon notice to the secretary that any
person is acting in a fiduciary capacity, such fiduciary shall
assume powers, rights, duties, and privileges of the taxpayer
in respect of a tax imposed by this Part until notice is given
that the fiduciary capacity has terminated.

. Fiduciary of transferee. Upon notice to the secretary that
any person is acting in a fiduciary capacity for a person
subject to the liability specified in R.S. 47:287.682, the
fiduciary shall assume, on behalf of such person, the pow-
ers, rights, duties, and privileges of such person under such
Section, until notice is given that the fiduciary capacity has
terminated.

. Manner of notice. Notice under R.S. 47:287.683(A) or (B)
shall be given in accordance with regulations prescribed by
the secretary.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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LAC 61:1.1168. Notice of Fiduciary Relationship

A. Notice. As soon as the secretary receives notice that a person
is acting in a fiduciary capacity, such fiduciary must, except
as otherwise specifically provided, assume the powers, rights,
duties, and privileges of the taxpayer with respect to the income
tax imposed by Part ILA. of Chapter 1. If the person is acting
as a fiduciary for a transferee or other person subject to the lia-
bility specified in R.S. 47:287.682, such fiduciary is required
to assume the powers, rights, duties, and privileges of the trans-

feree or other person under that section. The amount of the tax

or liability is ordinarily not collectible from the personal estate

of the fiduciary, but is collectible from the estate of the taxpayer
or from the estate of the transferee or other person subject to

the liability specified in R.S. 47:287.682. [See however R.S.

47:1673]. The “notice to the secretary” provided for in R.S.

47:287.683 shall be a written notice signed by the fiduciary

and filed with the secretary. The notice must state the name

and address of the person for whom the fiduciary is acting,

and the nature of the liability of such person; that is, whether
it is a liability for tax, and if so, the year or years involved, or
a liability at law or in equity of a transferee of property of a

taxpayer, or a liability of a fiduciary in respect of the payment
of any tax from the estate of the taxpayer. Any such written

notice which has previously been filed with the secretary shall
be considered as sufficient notice. Unless there is already on file
with the secretary satisfactory evidence of the authority of the
fiduciary to act for such person in a fiduciary capacity, such

evidence must be filed with and made a part of the notice. If
the fiduciary capacity exists by order of court, a certified copy of
the order may be regarded as such satisfactory evidence. When

the fiduciary capacity has terminated, the fiduciary, in order
to be relieved of any further duty or liability as such, must file
with the secretary written notice that the fiduciary capacity has

terminated as to him, accompanied by satisfactory evidence of
the termination of the fiduciary capacity. The notice of termi-

nation should state the name and addyess of the person, if any,

who has been substituted as fiduciary.

B. Effect of Failure to Give Notice. If the notice of the fiduciary
capacity described in Subsection A above is not filed with the
secretary before the sending of notice of assessment by registered
mail to the last known addyess of the taxpayer, or the last known
address of the transferee or other person subject to liability, no
notice of the deficiency will be sent to the fiduciary. In such a
case the sending of the notice to the last known address of the
taxpayer, transferee, or other person, as the case may be, will be
a sufficient compliance with the requirements of the income tax
law, even though such taxpayer, transferee, or other person is
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deceased, or is under a legal disability, or in the case of a corpo-
ration, has terminated its existence. Under such circumstances if
no petition is filed with the Board of Tax Appeals within 60 days
after the mailing of the notice to the taxpayer, transferee, or other
person, the assessment becomes final upon the expiration of such

60-day period and demand for payment will be made.

C. Definition. The term fiduciary means a guardian, trustee,
execuror, ﬂdminisz‘mtor, receiver, conservaror, or any person
acting in any fiduciary capacity for any person.

. Limitation. This regulation shall not be taken to abridge in
any way the powers and duties of fiduciaries provided for in
other sections of the income tax law.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.683.

HISTORICAL NOTE: Promulgated by the Department
of Revenue and Taxation, Income Tax Section, LR 14:109
(February 1988).

DEFINITIONS AND SPECIAL
PROVISIONS

R.S. 47:287.701. Definitions, use of terms and purpose

A. “Federal law” means the Internal Revenue Code of 1986,
as amended, (Title 26 United States Code) and applicable
U.S. Treasury Regulations.

B. Federal law terms. Except as otherwise provided or clearly
appearing from the context, any term used in this Part shall
have the same meaning as when used in comparable context

at federal law.

C. “Allocable income or loss” or “gross allocable income or
loss” means the general class of gross income designated as

allocable income by R.S. 47:287.92.

D. “Apportionable income or loss” or “gross apportionable
income or loss” means the general class of gross income des-
ignated as apportionable income by R.S. 47:287.92.

E. “Louisiana gross allocable income or loss” means those items
of, or that portion of, allocable income or loss allocated to
Louisiana pursuant to the provisions of R.S. 47:287.93(A).

F. “Netallocable income or loss” means net allocable income or
loss earned within or derived from sources within Louisiana
and is the mathematical remainder when subtracting from
Louisiana gross allocable income or loss:
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(1) Allowable deductions within the meaning of R.S.
47:287.63 which are directly attributable to Louisiana
gross allocable income or loss, and

(2) A ratable portion of such allowable deductions which are not
directly attributable to any item or class of gross income.

. Total net apportionable income or loss” means the remainder

when subtracting from gross apportionable income or loss:

(1) Allowable deductions within the meaning of R.S.
47:287.63 which are directly attributable to gross appor-
tionable income or loss, and

(2) A ratable portion of such allowable deductions which
are not directly attributable to any item or class of gross
income.

. “Netapportionable income or loss” means net apportionable

income or loss earned within or derived from sources within
Louisiana as computed pursuant to R.S. 47:287.94(B) or
(D), as the case may be.

Renumbered Internal Revenue Code provisions. If a provi-
sion of the Internal Revenue Code of 1986, (“LR.C.”) is
specifically mentioned by number in this Part, and if after
the effective date of the legislation that established such
reference the Internal Revenue Code provision is by law
renumbered without any other change whatever being made
to it, then the provisions of this Part containing such refer-
ence shall be construed as though the renumbering of the
Internal Revenue Code had not occurred.

“Subpart”, “Section”, “Subsection”, “Paragraph”, and
“Subparagraph”. When used in this Part the word “Subpart”
or “Section” means a Subpart or Section of this Part unless
some other statute is specifically mentioned; “Subsection”
means a Subsection of this Section in which the term
occurs unless some other Section is expressly mentioned;
“Paragraph” means a Paragraph of the Subsection in which
the term occurs unless another Subsection is expressly
mentioned; and “Subparagraph” means a Subparagraph
of the Paragraph in which the term occurs unless another
Paragraph is expressly mentioned.

“Other similar services” includes but is not limited to the
drilling of oil and gas wells.
Legislative findings.

(1) The legislature hereby finds and declares that the adop-
tion by this state, for its corporation net income tax
purposes, of certain provisions of the laws of the United
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States relating to definitions, the allowance of deduc-
tions, and the determination of taxable income for
federal tax purposes will:

(a) Simplify preparation of Louisiana Corporation
Income Tax returns by taxpayers.

(b) Improveenforcementof the Louisiana Corporation
Income Tax through better use of federal informa-
tion.

(c) Aid interpretation of the corporation income tax
law through increased use of federal judicial and
administrative determinations and precedents,

where applicable.

(2) The legislature does therefore declare that this Part be
construed so as to accomplish the foregoing purposes.

(3) For convenience, the sections in this Part are arranged,
insofar as practicable, in the same general sequence and
pattern as similar sections of the Internal Revenue Code
of 1986. No special inference, implication, or presump-
tion of legislative construction shall be drawn or made
by reason of the location or grouping of any particular
Section or provision or portion of this Part, nor shall
the descriptive matter or headings relating to any Part,
Section, Subsection, or Paragraph be given any legal
effect.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986

R.S. 47:287.702. Effect of Election Out of Federal
Partnership Provisions

A. An election made pursuant to LR.C. (26 USC) Section 761
to exclude an unincorporated organization from the appli-
cation of all or part of Subchapter K of the Internal Revenue
Code shall be binding upon the members of the unincor-
porated organization for purposes of computing the tax
imposed by this Part. Whenever such an election is made,
the unincorporated organization making the election shall
not be treated as a partnership for purposes of this Part.

B. Under no circumstances shall income from an unincorpo-
rated organization that has made the LR.C. Section 761
election be treated as “income from partnerships” for pur-
poses of this Part; rather, it shall be treated by a member of
the unincorporated organization as income from the under-
lying property as coowner of the property. The share of each
item of income, gain, loss, deduction, or credit, realized or
incurred by a member of such unincorporated organiza-
tion that has made the I.R.C. Section 761 election shall be



R.S. 47:287.702

Corporation Income Tax
Statutes and Regulations

treated as follows:

(1) The member shall be treated as directly realizing the
member’s share of items of gross income attributable to
the unincorporated organization.

(2) The member shall be treated as directly incurring the
member’s share of items of expense attributable to the
unincorporated organization.

(3) The member shall be treated as directly accruing items
of credit attributable to the unincorporated organiza-
tion.

(4) The member shall treat the member’s interest in each
asset of the unincorporated organization as owned
directly by the member.

(5) The member shall treat the member’s share of each

liability as incurred directly by the member.

Added by Acts 2005, No. 351 §1, eff. for taxable periods begin-
ning after December 31, 2004.

R.S. 47:287.732. S Corporations

(Text of section amended by Acts 1989, No. 622, §1, eff. Jan.
1,1991)

A. Taxation of S corporation. A corporation classified under
Subchapter S of the Internal Revenue Code as an S corpora-
tion shall be taxed and required to comply with this Part
the same as any other corporation. Except as provided in
Subsection C of this Section, the provisions of this Part
shall apply as if the S corporation had been required to file
an income tax return with the Internal Revenue Service as a
C corporation for the current and all prior taxable years, in
accordance with federal law.

B. S corporation exclusion. This Subsection provides an exclu-
sion to corporations classified as S corporations under fed-
eral law for the taxable year, as follows:

(1) In computing Louisiana taxable income pursuant to
this Part, an S corporation may exclude such percent-
age of its Louisiana net income for the taxable year as is

provided in R.S. 47:287.732(B)(2).

(2) The excludable percentage of Louisiana net income
is determined by multiplying Louisiana net income
for a taxable year by a ratio, the numerator of which
is the number of issued and outstanding shares of
capital stock of the S corporation which are owned by
Louisiana resident individuals on the last day of the cor-
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poration’s taxable year, and the denominator of which
is the total number of issued and outstanding shares of
capital stock of the corporation on the last day of the
corporation’s taxable year, provided that no share shall
be allowed to be counted in the numerator unless its
owner has for the taxable year of inclusion filed a correct
and complete Louisiana individual income tax return as
a resident.

(3) For purposes of Paragraph (2) of this Subsection:

(a) “Taxable year of inclusion” means the taxable year
of the S corporation shareholder which includes
the last day of the S corporation’s taxable year for
which the exclusion is claimed.

(b) The term “resident individual” includes resident
estates and trusts to the extent that such are
allowed to be S corporation shareholders pursuant
to federal law.

(4) In the application of Paragraph (2), the term “Louisiana
resident individual” shall be construed to include a non-
resident individual shareholder who has for the taxable
year filed a correct and complete Louisiana individual
income tax return, which includes his share of the S
corporation’s income, and has paid the tax shown to be
due thereon.

(5) Should an S corporation incur a Louisiana net loss, as
described in R.S. 47:287.91, a percentage of such loss
shall be excluded from carry-back or carry-over treat-
ment notwithstanding the provisions of R.S. 47:287.86.
The applicable percentage of the Louisiana net loss to
be excluded shall be computed using the same ratio

provided in R.S. 47:287.732(B)(2).

. Qualified Subchapter S subsidiary income. The income

of a corporation for which an S corporation has made a
valid election under the Internal Revenue Code to treat
the corporation as a qualified Subchapter S subsidiary shall
be included in the income of the S corporation unless the
qualified Subchapter S subsidiary is treated as a separate
corporation under the provisions of R.S. 47:287.732.1.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24,
1986. Amended by Acts 1989, No. 622, §1, eff. Jan. 1, 1991,
Acts 2002, No. 17, § 1, eff. for taxable periods beginning after
December 31, 2002.

(For text of section as added by Acts 1986, 1st Ex.Sess., No. 16,
§1, eff. until Jan. 1, 1991, see ante.)
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R.S. 47:287.732.1. Qualified Subchapter S subsidiaries
A. Taxation of a qualified Subchapter S subsidiary. Except as

owns the stock of the qualified Subchapter S subsidiary
may exclude the percentage of the qualified Subchapter

provided in Subsection C of this Section, a corporation
treated as a qualified Subchapter S subsidiary for purposes of
the Internal Revenue Code shall be required to comply with
this Part the same as any other corporation. The provisions
of this Part shall apply as if the qualified Subchapter S sub-
sidiary and its parent had been required to file income tax
returns with the Internal Revenue Service as C corporations
for the current and all prior taxable years in accordance with
federal law.

. Special adjustments by the secretary. In addition to the
authority granted by R.S. 47:287.480, whenever a qualified
Subchapter S subsidiary does not qualify for the exclusion
provided by Subsection C of this Section, the secretary may
require combined or consolidated reports or returns as may
be necessary to properly reflect the taxable income earned
in Louisiana. This authority shall not limit the secretary’s
authority to require use of the separate accounting method
as provided by R.S. 47:287.94 when the apportionment

method produces a manifestly unfair result.

. Qualified Subchapter S subsidiary exclusion. An exclusion is
allowed for corporations classified as qualified Subchapter S

subsidiaries under federal law for the taxable year as follows:

(1) Incomputing Louisiana taxable income pursuant to this
Part, a qualified Subchapter S subsidiary may exclude all
of its Louisiana net income for the taxable year, pro-
vided that the S corporation that owns the stock of
the qualified Subchapter S subsidiary files a Louisiana
income tax return that includes all of the income of the
qualified Subchapter S subsidiary in computing its net
income for the taxable year.

(2) If the Louisiana taxable income of a qualified
Subchapter S subsidiary qualifies for the exclusion
provided in Paragraph (1) of this Subsection, the quali-
fied Subchapter S subsidiary shall not be treated as a
separate corporation, and all assets, liabilities, and items
of income, deduction, credit, and any other items of
the qualified Subchapter S subsidiary shall be treated as
assets, liabilities, and items of income, deduction, credit,
and other items of the corporation owning the stock of

the qualified Subchapter S subsidiary.

(3) Ifthe Louisiana taxable income of a qualified Subchapter
S subsidiary is excluded for the taxable year under
Paragraph (1) of this Subsection, the S corporation that

58

S subsidiary’s Louisiana net income for the taxable year

as provided in R.S. 47:287.732(B).

Added by Acts 2002, No 17, Section 1, effective for taxable
periods beginning after December 31, 2002.

R.S. 47:287.733. Corporations filing consolidated
federal returns

A. Except as otherwise provided in Subsection B of this
Section, when a corporation is included with affiliates in a
consolidated federal income tax return in accordance with
federal law, the terms and provisions of this Part shall apply
as if the corporation had been required to file an income
tax return with the Internal Revenue Service on a separate
corporation basis for the current and all prior taxable years,
in accordance with federal law. Nothing in this Section shall
be construed to allow a deduction for federal income tax on
a separate corporation basis.

B. (1) Notwithstanding the provisions of Subsection A, any
gain recognized by the distributing corporation pursuant to
Section 311(b) of the Internal Revenue Code,1 but deferred
for federal income tax purposes pursuant to the regulations
under Section 1502 of the Internal Revenue Code,2 relating
to deferred intercompany transactions, shall also be deferred
for purposes of this Part and shall be restored to income of
the distributing corporation in the year it would be restored
to a member of the affiliated group pursuant to the regula-
tions under Section 1502 of the Internal Revenue Code.
Except, such deferred income shall be restored to income
of the distributing corporation and taxed if the distributing
corporation is merged with another corporation, reorga-
nized, or ceases to be liable for corporation income tax for
any reason whatsoever.

(2) In such case, for the purpose of determining gain or
loss but for no other purposes, the adjusted basis of the
distributee corporation in the property distributed to it
by the distributing corporation shall be the distributing
corporation’s basis increased by the gain which would
have been recognized but which is deferred pursuant to
Paragraph B(1).

(3) Notwithstandingany other provision of this Section for
purposes of determining a deduction for depreciation
or amortization, the basis of any property distributed
pursuant to Paragraph B(2) shall be the same to the
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distributee corporation as it was to the distributing cor-
poration.

Added by Acts 1986, Ist Ex.Sess., No. 16, §1, eff. Dec. 24,
1986. Amended by Acts 1996, No. 42, 1. eff. for taxable periods
beginning after December 31, 1996.

126 US.C.A. §311(b).
226 US.C.A. §1502.

LAC 61:1.1175. Definition of Separate Corporation Basis

Louisiana Revised Statute 47:287.733 provides that corporations
that are included with affiliates in a consolidated federal income
tax return must file their Louisiana corporation income tax on a
separate corporation basis. For Louisiana income tax purposes, fil-
ing a return on 4 separate corporation basis means ﬁlz’ngﬂ return as
if the affiliate either elects not to be part of the consolidated group or

is not included in a federal consolidated return.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.733, R.S. 47:287.78S, and R.S. 47:151 1.

HISTORICAL NOTE: Promulgated by the Department of
Revenue, LR 32:260 (February 2006).

R.S. 47:287.734. Domestic International Sales
Corporations (DISC’s) and Foreign Sales Corporations
(FSC’s)

A. The federal law classification Domestic International Sales
Corporation (DISC) is not cognizable at law in this state.
For the purposes of this Part, a DISC under federal law shall
be taxed and required to comply with the law the same as
any other corporation. A corporation which owns stock in,
makes sales to, or otherwise uses the services of a corpora-
tion classified as a DISC under federal law may be required
by the secretary to include a proportionate share of DISC
income and deductions on its own return to clearly reflect
its income for the taxable year.

B. The federal law classification Foreign Sales Corporation
(ESC) is not cognizable at law in this state. For the purposes
of this Part an FSC under federal law shall be taxed and
required to comply with the law the same as any other cor-
poration. A corporation which owns stock in, makes sales
to, or otherwise uses the services of a corporation classified
as an FSC under federal law may be required by the secretary
to include a proportionate share of the FSC’s income and
deductions on its own return to clearly reflect its income for
the taxable year.
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Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.736. Real Estate Investment Trusts
(REITsS)

A. The tax imposed by this Part upon corporations shall be
imposed upon real estate investment trusts and shall be
computed only upon that part of the net income of the real
estate investment trust which is subject to federal income
tax as provided in Sections 857 and 858 of the Internal
Revenue Code of 1986, as amended, except as otherwise
provided in this Section.

B. The term “real estate investment trust” shall have the mean-
ing ascribedto such term in Section 856 of the Internal

Revenue Code of 1986, as amended.
C. The dividend paid deduction otherwise allowed by federal

law incomputing net income of a real estate investment trust
that is subject to federal income tax shall not be allowed as a
deduction in computing the tax imposed by this Part unless
the real estate investment trust is either (1) a publicly traded
real estate investment trust or (2) a qualified real estate
investment trust as defined in this Section.

D. For purposes of this Section, the term “qualified real estate
investmenttrust” shall mean any real estate investment trust
other than a real estate investmenttrust more than fifty
percent of the voting power or value of the beneficial inter-
estsor shares of which are owned or controlled, directly or
indirectly, by a single entitythat is:

(1) Subject to the provisions of Subchapter C of Chapter 1
of Subtitle A ofTitle 26 of the United States Code, as
amended, and not exempt from federal incometax pur-
suant to the provisions of Section 501 of the Internal
Revenue Code of 1986,as amended.

(2) Not a real estate investment trust as defined in this
Section or a qualifiedreal estate investment trust subsid-
iary under Section 856(i) of the Internal RevenueCode

of 1986, as amended.

Amended by Acts 2005, No.396 §1, eff. for all taxable periods
beginning after December 31, 2005; Added by Acts 1986, 1st
Ex. Sess., No. 16 §1, eff. Dec. 24, 1986.

R.S. 47:287.738. Other inclusions and exclusions
from gross income

A. Inclusion of payments to non-United States companies.
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Notwithstanding any federal law to the contrary, gross income
as defined in R.S. 47:287.61 of this Part shall include rents,
salaries, wages, premiums, annuities, compensations, remunera-
tion, emoluments, and other fixed or determinable annual or
periodical gains, profits, and income taxed pursuant to United
States Internal Revenue Code. Section 881 relative to amounts
received from sources within the United States by corporations
not created or organized in the United States or under the laws
of the United States or any state.

B. Inclusion of target company gains.

(1) For the purposes of this Part, if a purchasing corpora-
tion makes an election under LR.C. Section 338, or is
treated under Subsection (e) of LR.C. Section 338 as
having made such an election, then, in the case of any
qualified stock purchase, the target corporation:

(a) Shall be treated as having sold all of its assets at the
close of the acquisition date at fair market value in
a single transaction and

(b) Shall be treated as a new corporation which pur-
chased all of the assets referred to in Subparagraph
(a) as of the beginning of the day after the acquisi-
tion date.

Any gain or loss recognized under Paragraph (B)(1)
shall be taken into account in determining gross income

under R.S. 47:287.71.

The secretary may prescribe reasonable and needful
methods of accounting, computation, and basis deter-
mination for the administration of this Subsection,
including the allocation and apportionment of any gain
within and without Louisiana.

The secretary may provide that the gain determined
under this Section may be reduced by the gain on the
sale of target corporation stock determined to have
borne Louisiana income tax.

C. Interest on obligations or securities issued by the state
of Louisiana or its political or municipal subdivisions is
exempt and therefore excluded from gross income.

D. 1934 Basis Adjustment.

(1) The adjusted basis for computing gain on the sale of
property acquired before January 1, 1934 shall be its
adjusted basis under federal law or its fair market value

on January 1, 1934, whichever is higher.

(2) If the basis determined in Paragraph (D)(1) exceeds
the property’s adjusted basis under federal law, the dif-
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ference between the two bases may be excluded from
y

gross income to the extent of the gain included in gross

income.

E. Gain or loss upon disposition of installment obligations.

(1) Ifan installment obligation is satisfied at other than its
face value or distributed, transmitted, sold, or otherwise
disposed of, gain or loss shall result to the extent of the
difference between the basis of the obligation and

(a) In the case of satisfaction at other than face value or

a sale or exchange, the amount realized, or
(b) In case of a distribution, transmission, or dispo-
sition otherwise than by sale or exchange, the
fair market value of the obligation at the time of
such distribution, transmission, or disposition. The
basis of the obligation shall be the excess of the face
value of the obligation over an amount equal to the
income which would be returnable were the obliga-
tion satisfied in full.

(2) In the case of a distribution in liquidation, the secretary
may permit the distributee to report the gain in the year
received.

F. Deduction for interest and dividends.

(1) Effective for taxable years beginning after December
31, 2005, there shall be allowed for each taxable year a
deduction equal to the amount of dividends that would
otherwise be included in gross income.

Effective for taxable years beginning after December 31,
2005, there shall be allowed for each taxable year a deduc-
tion equal to the amount of interest that would otherwise
be included in gross income; however, a corporation may
elect to pay tax on interest income from a corporation
which is controlled by the former through ownership of
fifty percent or more of the voting stock of the latter and
to use the provisions of R.S. 47:287.93(A)(2).

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 2005, No. 401, §1

R.S. 47:287.741. Special rule for leases

Special federal rules for leases or finance leases shall be ignored
in the determination of gross income, allowable deductions, net
income, and Louisiana net income under this Part. For purposes
of this Section, “special federal rules for leases or finance leases”
means Section 168(f)(8) of the Internal Revenue Code of 1954,
as amended by the Tax Equity and Fiscal Responsibility Act of
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1982 and the Tax Reform Act of 1984, and such provisions,
portions, or principles thereof as are retained in federal law by
the transitional rules of the Tax Reform Act of 1986.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.743. Deductions from gross income;
charges in case of oil and gas wells

A. (1) Option with respect to intangible drilling and develop-
ment costs incurred by an operator (one who holds a working
or operating interest in any tract or parcel of land either as a
fee owner or under a lease or any other form of contract grant-
ing working or operating rights) in the development of oil
and gas properties: All expenditures made by an operator for
wages, fuel, repairs, hauling, supplies, etc., incident to and nec-
essary for the drilling of wells and the preparation of wells for
the production of oil or gas, may, at the option of the opera-
tor, be deducted from gross income as an expense or charged
to capital account. Such expenditures have for convenience
been termed intangible drilling and development costs. They
include the cost to operators of any drilling or development
work, excluding amounts payable only out of production or
the gross proceeds from production and amounts properly
allocable to cost of depreciable property, done for them by
contractors under any form of contract, including turnkey
contracts. Examples of items to which this option applies are
all amounts paid for labor, fuel, repairs, hauling, and supplies,

or any of them, which are used:

(a) In the drilling, shooting, and cleaning of wells.

(b) In such clearing of ground, draining, road making,
surveying, and geological works as are necessary in
preparation for the drilling of wells.

(c) In the construction of such derricks, tanks, pipe-
lines, and other physical structures as are necessary
for the drilling of wells and the preparation of wells
for the production of oil or gas.

In general, this option applies only to expenditures for
those drilling and development items which in themselves
do not have a salvage value. For the purpose of this option,
labor, fuel, repairs, hauling, supplies, etc., are not consid-
ered as having a salvage value, even though used in connec-
tion with the installation of physical property which has a
salvage value. Included in this option are all costs of drill-
ing and development undertaken, directly or through a
contract, by an operator of an oil and gas property whether
incurred by his prior or subsequent to the formal grant or
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assignment to him of operating rights (a leaschold interest,
or other form of operating rights, or working interest);
except that in any case where any drilling or development
project is undertaken for the grant or assignment of a
fraction of the operating rights, only that part of the costs
thereof which is attributable to such fractional interest
is within this option. In the excepted cases, costs of the
project undertaken, including depreciable equipment fur-
nished, to the extent allocable to fractions of the operating
rights held by others, must be capitalized as the depletable

capital cost of the fractional interest thus acquired.

B. (1) Capital items. The option with respect to intangible
drilling and development costs does not apply to expendi-
tures by which the taxpayer acquires tangible property ordi-
narily considered as having a salvage value. Examples of such
items are the costs of the actual materials in those structures
which are constructed in the wells and on the property,
and the cost of drilling tools, pipe, casing, tubing, tanks,
engines, boilers, machines, etc. The option does not apply
to any expenditure for wages, fuel, repairs, hauling, supplies,
etc., in connection with equipment, facilities, or structures
not incident to or necessary for the drilling of wells, such as
structures for storing or treating oil or gas. These are capital
items and are returnable through depreciation.

(2) Expense items. Expenditures which must be charged
off as expense, regardless of the option provided by this
Section, are those for labor, fuel, repairs, hauling, sup-
plies, etc., in connection with the operation of the wells
and of other facilities on the property for the produc-
tion of oil or gas.

. If an election to expense intangible drilling and develop-
ment costs is not made, the cost may be recovered in the
same manner as provided under federal law.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.745. Deductions from gross income;
depletion

A. In computing net income in the case of oil and gas wells
there shall be allowed as a deduction cost depletion as
defined under federal law or percentage depletion as pro-
vided for in Subsection B, whichever is greater.

In the case of oil and gas wells, the percentage depletion
provided for in Subsection A shall be twenty-two percent
of gross income from the property during the taxable year,
excluding from such gross income an amount equal to any
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rents or royalties paid or incurred by the taxpayer in respect
of the property. Such allowance shall not exceed fifty per-
cent of the net income of the taxpayer, computed without
allowance for depletion, from the property. In determining
net income from the property, federal income taxes shall be
considered an expense.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.746. Adjustments to income and deductions

Income and deductions reported under federal law may be
increased or decreased to take into account the differences in
reporting under prior Louisiana law or due to modifications,
such as depletion and intangible drilling and development
costs, under this Part. Such increase or decrease shall be as pre-
scribed by the secretary.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.747. Situs of stock cancelled or redeemed
in liquidation

In cases where property located in Louisiana is received by
a shareholder in the liquidation of a corporation, the stock
cancelled or redeemed in the liquidation shall, for purposes of
determining taxable gain under this Part, be deemed to have its
taxable situs in this state to the extent that the property of the
corporation distributed in liquidation is located in Louisiana.
If only a portion of the property distributed in liquidation is
located in Louisiana, only a corresponding portion of the gain
realized by a sharcholder shall be considered to be derived from
Louisiana sources. Nothing in this Section shall be construed
to mean that gain or loss shall be recognized upon the transfer
of property in a merger of corporations where the basis of the
property in the hands of the merging corporation is carried for-
ward as the basis in the hands of the continuing corporation.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

LAC 61:1.1189. Situs of Stock Canceled or Redeemed

in Liquidation

A. General Rule. R.S. 47:287.747 provides that the situs of
stock canceled or redeemed in the liguidation of a corpora-
tion, whether domestic or foreign, shall be in Louisiana in the
same ratio that property located in Louisiana, and received
by a shareholder, bears to the total property received in the
liquidation. Property as used in R.S. 47:287.747 means all
of the assets of the liquidating corporation without regard ro
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liabilities. For the purpose of determining the situs of the stock
canceled or redeemed in liquidation, the fair market value of
the property distributed in liquidation shall be used. The loca-
tion of the property of the corporation shall be determined in
accordance with the provisions of R.S. 47:287.93.

B. Example: X, shareholder, owns 10 percent of the shares of ABC,
Inc., a foreign corporation. The basis of X's shares is $1,000. On
July 1, 1986, ABC Inc., liquidates and exchanges the following
property for its outstanding stock, which it cancels.

Total Assets Louisiana Assets

(Fair Market (Fair Market

Value) Value)

CASD e $10,000..........ouceuveen..... $2,000
Accounts receivable ................... 50,000........ooevueeennnn 8,000
Buildings...........oceeanan. 60,000 ... 30,000
LN oo 60,000 ..........oooueeeen... 10,000
SEOCES e, 20,000 ... 0
$200,000.........ooueue....... $50,000

Since one-fourth of the assets distributed in liquidation are located
in Louisiana, one-fourth of X's stock has its situs in Louisiana.

Gain is computed as follows:

Fair market value of property received...................uu....... $20,000
Basis of property 1Ceived...cwnnvevvvveisisnssiriiisssnnennn 1,000
GUITL vttt sttt $19,000
Louisiana taxable gain (1/4 of $19,000)........................... 34,750

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.747.

HISTORICAL NOTE: Promulgated by the Department
of Revenue and Taxation, Income Tax Section, LR 14:109
(February 1988).

R.S. 47:287.748. Corporation tax credit; re-entrant
jobs credit

A. The intent of this Section is solely to encourage the employ-
ment in full-time jobs in the state of Louisiana of re-entrants
who have been convicted of a felony and who have success-
fully completed the Intensive Incarceration Program as
provided for in R.S. 15:574.4. Any taxpayer who employs
an eligible re-entrant during the taxable year in the state of
Louisiana shall be allowed a credit against the tax liability
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due under the corporate income tax as determined pursuant
to Subsection B of this Section.

. (1) The credit shall be one hundred fifty dollars per eligible
re-entrant employed, as defined in Subsection C hereof, but
shall not exceed fifty percent of corporate income tax.

(2) Only one credit shall be permitted for any one indi-
vidual employee during his employment by the taxpayer
and shall be in lieu of any credit available under R.S.
47:287.749.

(3) (a) The amount of the credit allowed under Subsection B(1)

for the taxable year shall be an amount equal to the sum of:

(i) A carry-over of prior unused credits aris-
ing from taxable years beginning on or after
January 1, 1987, carried to such taxable year,
plus

(i) The amount of the credit determined under
Subsection A for the taxable year.

(b) If the sum of the amount of credits as determined
under the provisions of Subsection B(3)(a)(i) and
(ii) of this Section for the current taxable year
exceeds the limitation imposed by Subsection B(1),
the excess shall be treated as a carry-over credit and
may be carried over for a maximum of five consecu-
tive years following the taxable year in which the
credit originated. Such carry-over credits are to be
applied in reduction of the tax in the order of the
taxable years in which the credits originated, begin-
ning with the credit for the earliest taxable year.

C. Eligible re-entrant” is defined as a person:

(1) Residingand domiciled in this state; who has been con-
victed of a felony and who has successfully completed
the Intensive Incarceration Program as provided for in

RS. 15:574.4.

(2) Who has been employed by the taxpayer in a full-time
position in this state, performing such duties at least
thirty hours per week for at least six consecutive calen-
dar months.

(3) Who, since his release from custody and prior to this
current employment by the taxpayer, has not been
employed in a full-time position for six months or
more.

Added by Acts 1987, No. 758, §1.
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R.S. 47:287.749. Jobs credit

A. The intent of this Section is solely to reward the generation

of new full-time and part-time jobs in the state of Louisiana.
Any taxpayer who establishes or expands a business enter-
prise in the state of Louisiana shall be allowed a credit
against the tax liability due under the corporate income tax
as determined pursuant to Subsection B of this Section.

. (1) The credit shall be a portion of the state corporate

income tax, but shall not exceed fifty percent of such tax.
Such portion shall be an amount determined as follows:

(a) One hundred dollars per cligible new employee per

taxable year.

(b) Two hundred dollars per eligible new economically
disadvantaged employee per taxable year.

(c) Two hundred twenty-five dollars per new employee
who is a resident of a neighborhood with an unemploy-
ment rate of ten percent or more per taxable year.

(2) Only one of the above credits shall be permitted for any
one individual employee.

(3) (a) The amount of the credit allowed under Subsection
B(1) for the taxable year shall be an amount equal to the
sum of:

(i)  acarry-over of prior unused credits arising from
taxable years beginning on or after January 1,
1980, carried to such taxable year, plus

(ii) the amount of the credit determined under
Subsection A for the taxable year.

(b) If the sum of the amount of credits as determined
under the provisions of Subsection B(3)(a)(i) and
(ii) of this Section for the current taxable year
exceeds the limitation imposed by Subsection B(1),
the excess shall be treated as a carry-over credit and
may be carried over for a maximum of five consecu-
tive years following the taxable year in which the
credit originated. Such carry-over credits are to be
applied in reduction of the tax in the order of the
taxable years in which the credits originated, begin-
ning with the credit for the earliest taxable year.

C. Eligible employees are defined as follows:

(1) A “new employee” means a person residing and domi-
ciled in this state, hired by the taxpayer to fill a position
for a job in this state which previously did not exist
in the business enterprise during the taxable year for
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which the credit allowed by this Section is claimed. In
no case shall the new employees allowed for purpose of
the credit exceed the total increase in employment. A
person shall be deemed to be employed if such person
performs duties in connection with the operation of the
business enterprise on:

(a) aregular, full-time basis;

(b) a part-time basis, provided such person is customar-
ily performing such duties at least twenty hours per
week for at least six months during the taxable year.

A “new economically disadvantaged employee” means a
new employee who is either:

(a) a member of a family which receives public assis-
tance; or

(b) a member of a family whose income during the previ-
ous six months, on an annualized basis, was such that:

(i)  the family would have qualified for public assis-

tance, if it has applied for such assistance; or
(ii) it does not exceed the poverty level; or

(iii) it does not exceed seventy percent of the
lower living standard income level.

(c) afoster child on whose behalf state or local govern-
ment payments are made; or

(d) where such status presents significant barriers to
employment:

(i) aclient of a sheltered workshop;

(ii) ahandicapped individual;

(iii) a person residing in an institution or facility
providing twenty-four hour support, such as a
prison, a hospital, or community care facility; or

(iv) aregular outpatient of a mental hospital reha-
bilitation facility or similar institution.

A “new employee who is a resident of a neighborhood
with an unemployment rate of ten percent or more”
means a new employee whose neighborhood status shall
be determined by rules and regulations promulgated by
the Louisiana Department of Labor. Any new employ-
ee, who is a resident of an enterprise zone established
pursuant to the provisions of the Louisiana Enterprise
Zone Act,1 shall be deemed to be a new employee who
is a resident of a neighborhood with an unemploy-
ment rate of ten percent or more for purposes of this
Section.
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Amended by Acts 1992, No. 447, §4, eff. June 20, 1992.

D. The tax credit allowed by this Section shall be in lieu of or an
alternative to the tax exemption allowed pursuant to Article
VI, Section 21(F) of the Constitution of Louisiana, or any
ad valorem property tax exemption available to business or
industry and any tax exemption granted pursuant to the
provisions of the Louisiana Enterprise Zone Act.2

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
1Louisiana Enterprise Zone Act, R.S. 51:1781 et seq.
2R.S.51:1781 et seq.

R.S. 47:287.751. Reconciliation of transitional dif-
ferences

A. The secretary is authorized to provide methods for transi-
tion and allocation between the requirements of prior law
and the requirements of this Part in order that timing dif-
ferences and other differences in tax accounting such as the
adjusted basis of property may be reconciled.

B. Differences between prior law and this Part respecting basis
or other provisions such as those which require or allow a
taxpayer to do the following:

(1) To report gross income under this Part in a period later
than under prior law or earlier than under prior law.

(2) To deduct expenses under this Part one or more periods
after such expenses are allowable under prior law or
one or more periods before such expenses are allowable
under prior law.

(3) To report an item of income more than once.

(4) To deduct an item of cost more than once, may be
allocated by the secretary between taxable years, or
disallowed, or required to be reported, as the case may
be, when the secretary determines such allocations or
methods are necessary to clearly reflect income.

C. For purposes of this Section, the term “require” includes

lawful elections made by the taxpayer.

D. The secretary is authorized to promulgate rules and regula-
tions to carryout and enforce the purposes of this Section.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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R.S. 47:287.752. Tax credit for employment of first

time non violent offenders

A. There shall be a credit against the tax liability due under this
Chapter, as provided in this Section, for each taxpayer who
provides full-time employment to an individual who has
been convicted of a first time non violent offense.

B. (1) The credit shall be two hundred dollars per taxable year
per eligible employee.

(a) Only one credit is allowed per taxable year per
employee.

(b) The credit may be received for a maximum of two
years per employee.

(2) The credit shall be available upon certification by the
employee’s probation officer that the employee has suc-
cessfully completed a court-ordered drug treatment/
rehabilitation program or any other court-ordered pro-
gram and has worked one hundred eighty days full time
for the employer seeking the credit.

(3) (a) The form for applying for the credit shall be deter-
mined by the Department of Revenue and such form
shall contain a signed statement executed by both
employer and employee certifying the employee’s active
full-time work status at the time the credit is taken.

(b) The secretary of the Department of Revenue shall
promulgate such rules and regulations as may be
deemed necessary to carry out the purposes of this
Section.

C. As used in this Section, the following terms shall have the
following meanings:

(1) “Non violent offense” means an offense that is not
defined as a “crime of violence” pursuant to Rus.
14:2(13).

(2) “Full-time employment” means working a minimum of
thirty hours per week.

(3) “Eligible employee” and “employee” mean an individual
convicted of a first time non violent offense.

Added by Acts 1994, 3rd Ex.Sess., No. 104, §1. Amended by
Acts 2001, 0. 1032 §15.

R.S. 47:287.753. Neighborhood assistance tax credit

A. The following words and phrases used in this Section, unless
a different meaning is plainly required by the context, shall
have the following meanings:
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(1) “Business firm” means any business entity authorized to
do business in the state of Louisiana and subject to the
state corporation income tax imposed by the provisions
of Title 47 of the Louisiana Revised Statutes of 1950.

(2) “Community services” means any type of counselingand
advice, emergency assistance, or medical care furnished
to individuals or groups in the state of Louisiana.

(3) “Crime prevention” means any activity which aids in
the reduction of crime in the state of Louisiana.

(4) “Education” means any type of scholastic instruction
or scholarship assistance to an individual who resides
in the state of Louisiana that enables him to prepare
himself for better opportunities.

(5) “Job training” means any type of instruction to an individ-
ual who resides in the state of Louisiana that enables him to
acquire vocational skills so that he can become employable
or be able to seek a higher grade of employment.

(6) “Neighborhood assistance” means furnishing financial
assistance, labor, material, or technical advice to aid in
the physical improvement or rehabilitation of any part

or all of a neighborhood area.

(7) “Neighborhood organization” means any organization
which performs community services in the state of
Louisiana and which is:

(a) Determined by the Internal Revenue Service to be
exempt from income taxation under the provisions
of the Internal Revenue Code.

(b) Incorporated in the state of Louisiana as a nonprof-
it corporation under the provisions of R.S. 12:201
et seq.

(c) Designated as a community development corpo-
ration by the United States government under
the provisions of Title VII of the Economic
Opportunity Act of 1964.

(8) “Neighborhood” means a specific geographic area,
urban, inter-urban, suburban, or rural as certified
by the Division of Community Development of the
Department of Consumer Affairs regulation and licens-
ing, which is experiencing problems endangering its
existence as a viable and stable neighborhood.

. Any business firm engaged in the activities of providing

neighborhood assistance, job training, education for indi-
viduals, community services, or crime prevention in the state of
Louisiana shall receive a tax credit as provided in Subsection C,
if the commissioner of administration or his successor annually
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approves the proposal of the business firm. No proposal shall
be approved unless endorsed by the agency of local government
within the area in which the business firm is engaging in such
activities, which has adopted an overall community or neigh-
borhood development plan, as being consistent with such plan.
The proposal shall set forth the program to be conducted, the
neighborhood area to be served, why the program is needed,
the estimated amount to be invested in the program, and the
plans for implementing the program. If, in the opinion of the
commissioner of administration or his successor, a business
firm’s investment can more consistently be made through
contributions to a neighborhood organization as defined in
Subsection A(7), tax credits may be allowed as provided in
Subsection C. The commissioner of administration or his
successor is hereby authorized to promulgate rules and regula-
tions for establishing criteria for evaluating such proposals by
business firms for approval or disapproval and for establishing
priorities for approval or disapproval of such proposals by busi-
ness firms with the assistance and approval of the secretary of
the Department of Revenue. The total amount of tax credit
granted for programs approved by the commissioner of admin-
istration or his successor for each fiscal year shall not exceed one
percent of the total amount of state corporation income tax as
collected in the prior fiscal year.

. The division of administration or its successor shall grant a
tax credit against the state corporation income tax as pro-
vided in this Section. A tax credit of up to seventy percent
of the actual amount contributed may be allowed for invest-
ment in programs approved by the commissioner of admin-
istration or his successor. Such credit for any corporation
shall not exceed two hundred fifty thousand dollars annu-
ally. No tax credit shall be granted to any bank, bank and
trust company, insurance company, trust company, national
bank, savings association, or building and loan association
for activities that are a part of its normal course of business.
Any tax credit not used in the period the investment was
made may be carried over for the next five succeeding tax-
able periods until the full credit has been allowed.

. The decision of the commissioner of administration or his
successor to approve or disapprove a proposal pursuant to this
Section shall be in writing, and if he approves the proposal, he
shall state the maximum credit allowable to the business firm.
A copy of the decision of the commissioner of administration
or his successor shall be transmitted to the governor and to
the secretary of the Department of Revenue.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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Amended by Acts 1988, No. 625, §4.

R.S. 47:287.755. Tax credit for contributions to edu-
cational institutions

A. The intent of this Section is to provide an incentive to
corporations, persons, estates, and trusts to contribute,
donate, or sell below cost tangible movable property to
public educational institutions for purposes of research,
research training, or direct education of students in the
state. Any corporation, person, estate, or trust contributing,
donating, or selling below cost tangible movable property to
educational institutions as specified herein shall be allowed
a credit against the tax liability due under the income tax as
determined pursuant to Subsection C of this Section.

B. For purposes of this Section the following words and phras-
es shall have the follow meanings:

(1) “Corporation” means any business entity authorized to
do business in the state of Louisiana and subject to the
state corporate income tax.

(2) “Cost”. In the case of a donation or sale below cost by
a wholesale or retail business, “cost” means the amount
actually paid by the wholesaler or retailer to the supplier
for the machinery or equipment. In the case of a dona-
tion or sale below cost by a manufacturer of machinery
or equipment, “cost” means the enhanced value of the
materials used to produce the machinery or equipment,
which shall be deemed to be the lowest price at which
the manufacturer sells the machinery or equipment.

(3) “Educational institution” means any public elementary
and secondary, vocational-technical, or higher educa-
tion facility, private, or parochial institution, com-
munity college, special school, museum, or any public
library in the state of Louisiana.

(4) “New” means the machinery and equipment is state of
the art machinery and equipment which:

(a) Has never been used except for normal testing by
the manufacturer to insure that the machinery or
equipment is of a proper quality and in good work-
ing order.

(b) Has been used by the retailer or wholesaler solely

for the purpose of demonstrating the product to
customers for sale.

(5) “Persons, estates, and trusts” shall be as defined by R.S.
47:31.
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(6) “State of the art machinery and equipment” means
machinery and equipment which is of the same type,
design, and capability as like machinery and equipment
which is currently sold or manufactured by the donor
for sale to customers.

(7) “Tangible movable property” means property of a
sophisticated and technological nature, including any
computer or data processing equipment, either hard-
ware, software, or both, which is capable of being used
for purposes of research, research training, or direct
education of students.

. There shall be allowed a credit against the tax liability due
under the income tax for donations, contributions, or sales
below cost of tangible movable property made to educational
institutions in the state of Louisiana. The credit allowed by
this Section shall be computed at the rate of forty percent of
such property’s value, as defined herein, or, in the case of a sale
below cost, forty percent of the difference between the price
received for the tangible movable property by the taxpayer
and the value of the property as defined herein. The credit
shall be limited to the total of the tax liability for the taxable
year for which it is being claimed and shall be in licu of the
deductions from gross income provided for in R.S. 47:57. The
credit shall not be allowed if the taxpayer arbitrarily, capri-
ciously, or unreasonably discriminates against any person
because of race, religion, ideas, beliefs, or affiliations.

. (1) Any donations, contributions, or sales below cost of tan-
gible movable property, to an educational institution shall
not qualify for this credit unless approved and accepted by
the immediate board of jurisdiction charged with supervi-
sion and management of the educational institution. Prior
to any donation, contribution, or purchase below cost of
such property, the board of jurisdiction over the educational
institution shall certify in writing that property to be donat-
ed, contributed, or purchased shall be used only in research,
research training, or direct education of students.

(2) The value of the credit against any income tax due
shall be based upon the donor’s or seller’s actual cost of
new items of such property and not on retail value and
upon appraised value of used items of such property.
When new property is donated, contributed, or sold as
provided herein, the donor or seller shall furnish to the
board of jurisdiction an invoice showing the donor’s
or seller’s actual purchase price. When used property is
donated, contributed, or sold below cost, an appraisal
shall be obtained by the institution accepting the dona-
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tion or contribution or purchasing the used property.
The institution shall furnish to the donor or seller a
certification of such donation, contribution, or sale
below cost, which shall include the date and the value
of the property donated, contributed, or sold. The sale
of used property below cost means the sale of such prop-
erty below its appraised value. The donor shall attach
the certification to the income tax return filed with the
Department of Revenue.

E. (1) Any corporation, person, estate, or trust contributing,

donating, or selling for less than cost any tangible movable
property to an educational institution shall enter into an
orientation agreement with the educational institution
receiving said contribution, donation, or purchase. Such
orientation must be provided at no cost to said institution
and shall be provided at a location as determined pursuant
to said agreement. Orientation shall occur within two weeks
after installation of such property.

(2) If requested by the donee or purchaser, any corpora-
tion, person, estate, or trust contributing, donating, or
selling any tangible movable property to an educational
institution shall enter into a minimum three months
maintenance or service agreement with the educational
institution in order to receive tax credit provided herein.

(3) Any software or courseware donated under the provi-
sions of this Section shall be compatible with the exist-
ing hardware of the educational institution.

. The secretary of the Department of Revenue shall promul-

gate such rules and regulations as may be deemed necessary
to carry out the purposes of this Section.

. Any state educational institution receiving any donation or

contribution or purchasing any property below cost under
this Section shall report to the Joint Legislative Committee
on the Budget, with respect to any tangible movable proper-
ty donated, contributed, or property purchased below cost,
information concerning the type and condition of property,
the value of the property, the amount of the tax credit, and
any other information which may be requested by the com-
mittee.

H. The provisions of this Section shall be effective for taxable

periods beginning after December 31, 1985.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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R.S. 47:287.756. Tax credit for environmental equip-

ment purchases

A. Any business entity authorized to do business in the state of
Louisiana and subject to the state corporation income tax
imposed by this Part, except a corporation classified under
the Internal Revenue Code as a Subchapter S Corporation,
shall be allowed a tax credit for the purchase of environ-
mental equipment designed to recover or recycle chloro-
fluorocarbons used as refrigerants in commercial, home, and
automobile air-conditioning systems, refrigeration units,
and industrial cooling applications.

B. The tax credit shall be twenty percent of the purchase price
of the equipment if paid for in a single taxable year. If the
equipment purchased is financed over two or more taxable
years, the tax credit in a taxable year shall be twenty percent
of that portion of the original purchase price paid in that
taxable year.

C. All environmental equipment for which a tax credit is
sought shall conform with technical standards set by the
secretary of the Department of Environmental Quality. The
secretary of the Department of Revenue shall utilize those
standards in the promulgation of such rules and regulations
as may be deemed necessary to carry out the purposes of this
Section.

D. The tax credit allowed by this Section shall apply only to
equipment purchased between July 1, 1989 and December
31, 1991. The credit for equipment purchased prior to
January 1, 1991 shall be claimed on either an amended
return for the applicable tax year or in the first taxable year

filing following January 1, 1991.

E. The tax credit allowed by this Section shall not exceed the
total income tax liability of the corporation.

Added by Acts 1991, No. 312, §1, eff. Jan. 1, 1991.

R.S. 47:287.757. Tax credit for conversion of vehicles
to alternative fuel usage

A. The intent of this Section is to provide an incentive to per-
sons or corporations to invest in qualified clean-burning
motor vehicle fuel property. Any person or corporation
investing in such property as specified herein shall be allowed
a credit against the tax liability due under the income tax as
determined pursuant to Subsection C of this Section.

B. As used in this Section, the following words and phrases
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shall have the meaning ascribed to them in this Subsection.

(1) “Alternative fuel” means a fuel which results in com-
parably lower emissions of oxides of nitrogen, volatile
organic compounds, carbon monoxide, or particulates,
or any combination thereof and includes compressed
natural gas, liquefied natural gas, liquefied petroleum
gas, reformulated gasoline, methanol, ethanol, electric-
ity, and any other fuels which meet or exceed federal
clean air standards.

(2) “Qualified clean-burning motor vehicle fuel property”

means:

(a) Equipment installed to modify a motor vehicle
which is propelled by gasoline so that the vehicle
may be propelled by an alternative fuel provided
such motor vehicle is registered with the Louisiana
Department of Public Safety and Corrections.

(b) A motor vehicle originally equipped to be propelled
by an alternative fuel but only to the extent of the
portion of such motor vehicle which is attributable
to the storage of such fuel, the delivery to the engine
of such motor vehicle of such fuel, and the exhaust
of gases from combustion of such fuel provided
such motor vehicle is registered with the Louisiana
Department of Public Safety and Corrections.

(c) Property which is directly and exclusively related to
the delivery of an alternative fuel into the fuel tank
of a motor vehicle propelled by such fuel, includ-
ing compression equipment, storage tanks, and
dispensing units for such fuel at the point where
such fuel is so delivered, provided such property is
located in Louisiana.

C. The credit provided for in Subsection A of this Section shall

be twenty percent of the cost of the qualified clean-burning
motor vehicle fuel property.

. In cases where no credit has been claimed pursuant to

Subsection C of this Section and in which a motor vehicle
is purchased by a taxpayer with qualified clean-burning
motor vehicle fuel property installed by the manufacturer
of such motor vehicle and the taxpayer is unable or elects
not to determine the exact basis which is attributable to
such property, the taxpayer may claim a credit in an amount
not exceeding the lesser of twenty percent of ten percent of
the cost of the motor vehicle or one thousand five hundred
dollars, provided such motor vehicle is registered with the
Louisiana Department of Public Safety and Corrections.
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E. If the tax credit allowed pursuant to Subsection A of this
Section exceeds the amount of income taxes due or if there
are no state income taxes due on the income of the taxpayer,
the amount of the credit not used as an offset against the
income taxes of a taxable year may be carried forward as a
credit against subsequent income tax liability for a period
not to exceed three tax years.

F. A husband and wife who file separate returns for a taxable
year in which they could have filed a joint return may each
claim only one-half of the tax credit that would have been
allowed for a joint return.

Added by Acts 1991, No. 1060, §1. Amended by Acts 1992,
No. 169, §1.

R.S. 47:287.758. Tax credit for bone marrow donor
expense

A. As used in this Section, the following definitions shall apply:

(1) “Bone marrow donor expense” means the sum of
amounts paid or incurred during the tax year by an
employer for the following:

(a) Development of an employee bone marrow dona-
tion program.

(b) Employee education related to bone marrow dona-
tion, including but not limited to the need for
donors and an explanation of the procedures used
to determine tissue type and donate bone marrow.

(c) Payments to a health care provider for determining
the tissue type of an employee who agrees to regis-
ter or registers as a bone marrow donor.

(d) Wages paid to an employee for time reasonably
related to tissue typing and bone marrow donation.
However, any wages that are used to obtain any tax
credit provided in this Section shall not be deduct-
ible as an expense for income tax purposes.

(e) Transportation of an employee to the site of a
donation or any other service which is determined
by the Department of Health and Hospitals by rule

as essential for a successful bone marrow donation.
(2) “Employee” means an individual:

(a) Who is regularly employed by the taxpayer for

more than twenty hours per week.
(b) Who is not a temporary or seasonal employee.

(c) Whose wages are subject to withholding under R.S.
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47:111 through 120.3.

(3) “Wages” has the meaning given the term for purposes of
R.S. 47:111 through 120.3.

B. A credit against the taxes otherwise due under this Part

for the tax year is allowed to an employer. The amount of
the credit is equal to twenty-five percent of the bone mar-
row donor expense paid or incurred during the tax year by
an employer to provide a program for employees who are
potential or who actually become bone marrow donors.

. (1) Except as provided in Paragraph (2) of this Subsection,

the allowance of a credit under this Section shall not affect the
computation of taxable income for purposes of this Part.

(2) If in determining the amount of the credit for any tax
year an amount allowed as a deduction under Section
170 of the Internal Revenue Code is included in bone
marrow donor expense, the amount allowed as a deduc-
tion shall be added to federal taxable income.

Added by Acts 1992, No. 206, §2.

R.S. 47:287.759. Tax credit; for employee and depen-
dent health insurance coverage

A. When any contractor or subcontractor in the letting of

any contract for the construction of a public work offers
health insurance coverage as provided for in this Section,
they shall be eligible for a five percent income tax credit on
forty percent of the amount of the contract received in a tax
year if eighty-five percent of the full-time employees of each
contractor are offered health insurance coverage and each
such general contractor or subcontractor pays seventy-five
percent of the total premium for such health insurance cov-
erage for each full-time employee who chooses to participate
and pays not less than fifty percent of the total premium
for health insurance coverage for each dependent of the
full-time employee who clects to participate in dependent
coverage.

. For the purposes of this Section, a full-time employee shall

be one that is scheduled to work a minimum of thirty-five
hours per week and who earns from the general contractor
or subcontractor less than forty thousand dollars annually.

. (1) The credit shall be allowed against the income tax for the

period in which the credit is earned.

(2) A credit shall not be allowed to a general contractor for
any contract amounts received that are paid to a sub-
contractor eligible for a credit on such amount.
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(3) The credit shall not exceed three million dollars per year.

Added by Acts 2005, No. 504 §1, eff. for taxable periods begin-
ning after Jan. 1, 2005 but before Jan. 1, 2008.

LAC 61:1.1195. Health Insurance Credit for
Contractors of Public Works

A. Louisiana Revised Statutes 47:287.759 allows for a tax credit
dgaimt co7p0mtz'0n income tax to contractors and subcontrac-
tors constructing a public work who offer health insurance ro
their employees and their dependents.

1. The amount of the credit is 2 percent of the total amount
of the contract for the public work less any amounts paid
to a subcontractor for a portion of the work performed by
the subcontractor.

2. The total tax credit for all taxpayers is limited to $3 mil-
lion per calendar year.

3. At least 85 percent of the full-time employees must be
offered health insurance. Contractors and subcontractors
must pay 75 percent of the total premium for the health
insurance of employees who choose to participate and at
least 50 percent for each participating dependent of such

employees.
4. Employees do not include independent contractors.
B. Definitions

Dependents—spouse and those persons who would qualify as
dependents on the employee’s federal income tax return;

Earnings—gross wages of the employee not including fringe benefits.

Health Insurance—coverage for basic hospital care, and coverage
for physician care, as well as coverage for health care.

Public Work—a building, physical improvement, or other fixed con-
struction owned by the state or a political subdivision of the state;

C. Procedure for Allocation of the Health Insurance Credit

1. The department will determine if the $3 million cap on
the health insurance credit has been exceeded after all pos-
sible extensions to file have passed for all taxpayers.

2. If the $3 million cap on the health insurance credit is
not exceeded and all applicable extensions to file returns
have expired, contractors and subcontractors who earn the
health insurance credit will be allowed the full amount of
the credit properly claimed on their tax return with appro-
priate interest.
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However, if more than $3 million is claimed statewide,
the department will allocate the credit on a pro rata
basis in proportion to the amount of health insurance
credit properly claimed on each employer’s timely filed tax
return. The allocation will be made after the filing dead-

line inclusive of all applicable extension periods.

a.  Contractors and subcontractors claiming the health
insurance credit and an overall refund of overpay-
ment for the taxable year should file their return with
the department.

i.  The department will reduce the taxpayer’s total
refund of overpayment by the amount of the

health insurance credit claimed on the tax return.

it.  An initial refund of overpayment, the amount of
which is exclusive of the health insurance credit
amount, will be sent to the taxpayer with a letter
stating that the taxpayer’s claimed health insur-
ance credit will be held in abeyance until after
the extended filing deadline and subsequently
will be refunded with appropriate interest.

itt.  The health insurance credit will be processed
and refunded proportionately after the last
extension for filing deadline.

iv. If the health insurance credit is reduced as
provided by §1195.C.3 and the taxpayer owes
additional money to the department, an assess-
ment will be sent exclusive of penalties and
interest if paid within 60 days.

(a) If the additional amount owed is paid within
the 60-day period, the interest will be abated
pursuant to R.S. 47:1601. Payment of the
additional amount owed within the 60-day
period will be considered to be a request for
waiver of delinquent payment penalties pursu-

ant to R.S. 47:1603 and will be granted.

(b) If the amount owed is not paid within the
60-day period, interest and penalties will be
computed from the original due date of the

return regardless of any extensions.

b.  Contractors and subcontractors who claim the health
insurance credit and still owe additional taxes for the
taxable year, should file their return with the depart-
ment and remit payment with the return.

i.  If the taxpayer’s health insurance credit is
reduced as provided by §1195.C.3, the taxpayer
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will receive an assessment for the difference
without being subject to penalties and interest if
paid within 60 days.

ii.  If the additional amount owed is paid within
the 60-day period, the interest will be abated
pursuant to R.S. 47:1601. Payment of the
additional amount owed within the 60-day
period will be considered to be a request for
waiver of delinquent payment penalties pursu-

ant to R.S. 47:1603 and will be granted.

iit. If the amount owed is not paid within the
60-day period, interest and penalties will be
computed from the original due date of the

return regardless of any extensions.

c.  Contractors and subcontractors who claim the health
insurance credit that reduce their tax liability to zero
Jfor a taxable year should file their return with the
department.

i.  If the taxpayer’s health insurance credit is
reduced as provided by §1195.C.3 such that the
taxpayer owes additional tax, the taxpayer will
receive an assessment for the taxes owed exclu-
sive of interest and penalties if paid within 60
days.

ii.  If the additional amount owed is paid within
the 60-day period, the interest is abated pursu-
ant to R.S. 47:1601. Payment of the additional
amount owed within the 60-day period will
be considered to be a request for waiver of
delinquent payment penalties pursuant to R.S.
47:1603 and will be granted.

iit. If the amount owed is not paid within the
60-day period, interest and penalties will be
computed from the original due date of the

return regardless of any extensions.

D. Information that must be submitted with the return in order

to properly claim the credit:
1. statement that health insurance has been offered to at least
85 percent of the employees;

2. copy of the health insurance coverage plan from the insur-
ance company;

3. number of full-time employees working for the contractor
or subcontractor; and

4. amount of the contract for public work.
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AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.759, R. S. 47:1601, R.S. 47:1603, R.S. 47:287.78S, and
R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department of
Revenue, LR 32:864(May 2006 ).

R.S. 47:287.785. Rules and regulations
A. The secretary is authorized to promulgate, make, and publish

reasonable rules and regulations for the purpose of the proper
administration and enforcement of this Part and the collec-
tion of revenues hereunder. Such rules and regulations shall
not be inconsistent with the provisions of Title 47 or other
laws or the Constitution of this state. Rules and regulations
adopted and promulgated by the secretary in accordance with

law shall have the full force and effect of law.

B. To the extent not otherwise provided in this Part, any elec-
tion under this Part shall be made at such time and in such
manner as the secretary may prescribe by instructions, regu-
lations, directions, or forms.

C. Regulations in force on effective date of Part.

(1) Existing regulations, duly adopted for the administra-
tion and interpretation of Chapter 1 of Title 47, relative
to the income taxation of corporations, which are in
existence and operative on the effective date of this Part
shall remain fully effective for taxable years beginning

before January 1, 1987.

(2) Carryover regulations. Existing regulations relative to
the income taxation of corporations other than insur-
ance companies, which are not inconsistent with this
Part and which the secretary deems necessary and useful
for the administration of this Part, shall continue to have
the full force and effect of law without formal promul-
gation pursuant to the provisions of the Administrative
Procedure Act, R.S. 49:950 et seq. In connection with
the carryover of the regulations, the secretary shall not
alter the sense, meaning, or effect of any existing rule or
regulation intended carryover effect, but may:

(i) Renumber and rearrange Sections or parts of
Sections.

(ii) Transfer Sections or divide Sections so as to give to
distinct subject matters a separate Section number,
but without changing the meaning.

(iii) Insert or change the wording of headnotes.

(iv) Change reference numbers to agree with renum-
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bered Chapters, Parts, or Sections.

(v) Substitute the proper Section number for the term
“the preceding Section” and the like.

(vi) Strike out figures where they are merely a repeti-
tion of written words and vice-versa.

(vii)Change capitalization, spacing, and margins for
purposes of uniformity.

(viii)  Correct manifest typographical and gram-
matical errors.

(ix) Make any other purely formal or clerical changes
in keeping with the purpose of revising or updating
the carryover of the regulations.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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R.S. 47:601. Imposition of tax

A. Every domestic corporation and every foreign corporation,

exercising its charter, or qualified to do business or actually
doing business in this state, or owning or using any part or all
of its capital, plant, or any other property in this state, subject
to compliance with all other provisions of law, except as oth-
erwise provided for in this Chapter shall pay an annual tax at
the rate of one dollar and fifty cents for each one thousand
dollars, or major fraction thereof on the first three hundred
dollars of taxable capital and at a rate of three dollars for each
one thousand dollars or major fraction thereof, which exceeds
three hundred thousand dollars of taxable capital. Taxable
capital shall be determined as hereinafter provided; the mini-
mum tax shall not be less than ten dollars per year in any case.
The tax levied herein is due and payable on any one or all of
the following alternative incidents:

(1) The qualification to carry on or do business in this state
or the actual doing of business within this state in a cor-
porate form. The term “doing business” as used herein
shall mean and include each and every act, power, right,
privilege, or immunity exercised or enjoyed in this state,
as an incident to or by virtue of the powers and privileges
acquired by the nature of such organizations, as well as,
the buying, selling, or procuring of services or property.

(2) The exercising of a corporation’s charter or the continu-
ance of its charter within this state.

(3) The owning or using any part or all of its capital, plant,
or other property in this state in a corporate capacity.

. It is the purpose of this Section to require the payment of
this tax to the state of Louisiana by domestic corporations
for the right granted by the laws of this state to exist as such
an organization, and by both domestic and foreign corpora-
tions for the enjoyment, under the protection of the laws of
this state, of the powers, rights, privileges, and immunities
derived by reason of the corporate form of existence and
operation. The tax hereby imposed shall be in addition to
all other taxes levied by any other statute.

. (1) As used herein the term “domestic corporation” shall
mean and include all corporations, joint stock companies or
associations, or other business organizations organized under
the laws of this state which have privileges, powers, rights, or
immunities not possessed by individuals or partnerships.

(2) The term “foreign corporation” shall mean and include
all such business organizations as hereinbefore described
in this Paragraph which are organized under the laws of
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any other state, territory or district, or foreign country.

Amended by Acts 1958, No. 437, §2; Acts 1970, No. 325, §1,
emerg. eff. July 13, 1970 at 2:15 P.M.; Acts 1984, No. 194, §1 eff.
July 1, 1984; Acts 2004, 1st Ex. Sess., No. 2 §1 eff. Jan. 1, 2006.

LAC 61:1.301. Imposition of Tax
A. Except as specifically exempted by R.S. 47:608, R.S. 47:601

imposes a corporation franchise tax, in addition to all other
taxes levied by any other statute, on all corporations, joint
stock companies 0r associations, or other business organizations
organized under the laws of the state of Louisiana which have
privileges, powers, rights, or immunities not possessed by indi-
viduals or partnerships, all of which are hereinafter designated
as domestic corporations, for the right granted by the laws of
this state to exist as such an organization and on both domestic
and foreign corporations for the enjoyment under the protec-
tion of the laws of this state of the powers, rights, privileges, and
immunities derived by reason of the corporate form of existence
and operation. Liability for the tax is created whenever any

such organization qualifies to do business in this state, exercises
its charter or continues its charter within this state, owns or
uses any part of its capital, plant, or any other property in this
state, through the buying, selling, or procuring of services in

this state, or actually does business in this state through exer-

cising or enjoying each and every act, power, right, privilege,

or immunity as an incident to or by virtue of the powers and
privileges acquired by the nature of such organizations.

B. With respect to foreign corporations, R.S. 12:306 generally
grants such organizations authority to transact business in
this state subject to and limited by any restrictions recited
in the certificate of authorization, and in addition thereto
provides that they shall enjoy the same, but no greater, rights
and privileges as a business or nonprofit corporation organized
under the laws of the state of Louisiana to transact the busi-
ness which such corporation is authorized to contract, and are
subject to the same duties, restrictions, penalties, and liabilities
(including the payment of taxes) as are imposed on a business
or nonprofit corporation organized under the laws of this state.
In view of the grant of such rights, privileges, immunities, and
the imposition of the same duties, restrictions, penalties, and
liabilities on foreign corporations as are imposed on domestic
corporations, the exercise of any right, privilege, or the enjoy-
ment of any immunity within this state by a foreign corpora-
tion which might be exercised or enjoyed by a domestic business
or nonprofit corporation organized under the laws of this state
renders the foreign corporation liable for the same taxes, penal-
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ties, and interest, where applicable, which would be imposed
on a domestic corporation.

C. Thus, both domestic and foreign corporations which enjoy

or exercise within this state any of the powers, privileges, or
immunities granted to business corporations organized under
the provisions of R.S. 12:41 are subject to and liable for the
payment of the franchise tax imposed by this Section. R.S.
12:41 recites those privileges to be as follows:

1. the power to perform any acts which are necessary or proper
to accomplish its purposes as expressed or implied in the
articles of incorporation, or which may be incidental thereto
and which are not repugnant to law;

2. without limiting the grant of power contained in §301.C.1,
every corporation shall have the authority to:

a.  have a corporate seal which may be altered at plea-
sure, and to use the same by causing it or a facsimile
thereof to be impressed or affixed or in any manner
reproduced; but failure to affix a seal shall not affect
the validity of any instrument;

b.  have perpetual existence, unless a limited period of
duration is stated in its articles of incorporation;

. sueand be sued in its corporate name;

d. in any legal manner to acquire, hold, use, and alien-
ate or encumber property of any kind, including its
own shares, subject to special provisions and limita-
tions prescribed by law or the articles;

e. in any legal manner to acquire, hold, vote, and use,
alienate and encumber, and to deal in and with,
shares, memberships, or other interests in, or obliga-
tions of, other businesses, nonprofit or foreign cor-
porations, associations, pﬂrmerships, Joint ventures,
individuals, or governmental entities;

| make contracts and guarantees, including guarantees
of the obligations of other businesses, nonprofit or
ﬁrezgn corporations, associations, partnersbip:, Joint
ventures, individuals, or governmental entities, incur
liabilities, borrow money, issue notes, bonds, and other
obligations, and secure any of its obligations by hypoth-
ecation of any kind of property;

& lend money for its corporate purposes and invest and
reinvest its funds, and take and hold property or rights

of any kind as security for loans or investments;
2y

h.  conduct business and exercise its powers in this state
and elsewhere as may be permitted by law;
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i. elect or appoint officers and agents, define their
duties, and fix their compensation; pay pensions and
establish pension plans, pension trusts, profit-sharing
plans, and other incentive and benefit plans for any
or all of its directors, officers, and employees; and
establish stock bonus plans, stock option plans, and
plans for the offer and sale of any or all of its unissued
shares, or of shares purchased or to be purchased, to
the employees of the corporation, or to employees of
subsidiary corporations, or to trustees on their behalf;
such plans:

i.  may incude the establishment of a special
Sfund or funds for the purchase of such shares,
in which such employees, during the period of
their employment, or any other period of time,
may be privileged to share on such terms as are
imposed with respect thereto; and

ii.  may provide for the payment of the price of such

shares in installments;

J. make and alter bylaws, not inconsistent with the laws of
this state or with the articles, for the administration and
regulation of the affairs of the corporation;

k. provide indemnity and insurance pursuant to R.S.
12:83;

. make donations for the public welfare, or for chari-
table, scientific, educational, or civic purposes; and

m. in time of war or other national emergency, do any
lawful business in aid thereof; at the request or direc-
tion of any apparently authorized governmental
authority.

D. Thus, the mere ownership of property within this state, or

an interest in property within this state, including but not
limited to mineral interests and oil payments dependent upon
production within Louisiana, whether owned directly or by or
through a partnership or joint venture or otherwise, renders
the corporation subject to franchise tax in Louisiana since a
portion of its capital is employed in this state.

. The tax imposed by this Section shall be at the rate prescribed

in R.S. 47:601 for each $1,000, or a major fraction thereof,
on the amount of its capital stock, determined as provided in
R.S. 47:604, its surplus and undivided profits, determined as
provided in R.S. 47:605, and its borrowed capital, determined
as provided in R.S. 47:603 on the amount of such capital stock,
surplus, and undivided profits, and borrowed capital as is
employed in the exercise of its rights, powers, and immunities
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within this state determined in compliance with the provisions

of R.S. 47:606 and R.S. 47:607.

F. The accrual, payment, and reporting of franchise taxes imposed
by this Section are set forth in R.S. 47:609.

G. In the case of any domestic or foreign corporation subject to the
tax herein imposed, the tax shall not be less than the minimum

tax provided in R.S. 47:601.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:601.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985) repromulgated by the Department
of Revenue, Policy Services Division, LR 30:448 (March 2004).

R.S. 47:602. Determination of taxable capital
A. Taxable capital.

(1) Taxable capital shall be the amount of a corporation’s
issued and outstanding capital stock, surplus, undivided
profits, and that portion of borrowed capital provided
for in R.S. 47:603 until borrowed capital is no longer
included in taxable capital.

Every corporation taxed under this Chapter shall deter-
mine the amount of its issued and outstanding capital
stock, surplus, undivided profits, and borrowed capital
that portion of borrowed capital provided for in R.S.
47:603 until borrowed capital is no longer included in
taxable capital as the basis for computing the franchise
tax levied under this Chapter and determining the
extent of the use of its franchise in this state.

B. Holding corporation deduction. Any corporation having as
a subsidiary a banking corporation as defined below shall be
entitled to deduct from its capital stock, surplus, undivided
profits and borrowed capital taxable capital, as defined in
this Chapter, its investments in and advances to such sub-
sidiary banking corporation to the extent that such invest-
ments and advances exceed the difference between the total
assets and the capital stock, surplus, undivided profits and
borrowed capital taxable capital of the holding corporation.
“Subsidiary banking corporation” is defined to be a banking
corporation organized under the laws of the United States
of America or of the state of Louisiana the capital stock of
which to an extent of at least eighty percent is owned by a
holding corporation.
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C. Public utility holding corporation deductions. Any corpora-
tion registered under the Public Utility Holding Company
Act of 19351 having subsidiary corporations as defined
hereinbelow, shall be entitled to deduct from the amount of
its Louisiana taxable capital the amount of its investments
in and advances to subsidiary corporations allocated to
Louisiana as provided herein. The amount of the deduc-
tions allowed shall be determined by multiplying the sum of
the regulated company’s investments in and advances to all
of its subsidiary corporations wherever located, by the par-
ent corporation’s average ratio as determined pursuant to
R.S. 47:606. If the amount of its franchise tax calculated by
utilizing the applicable formula provided for in R.S. 47:601
is less than one hundred thousand dollars for any tax year,
then the tax for such year shall be one hundred thousand
dollars. “Subsidiary corporation” is defined to be a corpora-
tion in which at least eighty percent of the voting stock of
all classes of its stock, not including nonvoting stock which
is limited and preferred at to dividends, is owned by a reg-
istered public utility holding corporation. Any repeal of
the Public Utility Holding Company Act of 1935 shall not
affect the entitlement to deductions under this Subsection
of corporations registered under the provisions of the Public
Utility Holding Company Act of 1935 prior to its repeal

D. Holding Corporation deductions.

(1) Any corporation having one or more subsidiary public
water utility corporation as defined herein below shall
be entitled to deduct from the amount of its taxable
capital the amount of its investments in and advances
to the subsidiary public water utility corporation in
computing its franchise tax.

“Subsidiary public water utility corporation” is defined to
be any public utility corporation organized under the laws
of the state of Louisiana, subject to the jurisdiction of the
Public Service Commission under R.S. 45:1161 et seq.,
engaged in operating a waterworks or in furnishing water
and related services, and in which at least eighty percent of
the voting power of all classes of its stock, not including
nonvoting stock which is limited and preferred as to divi-
dends and stock which is otherwise nonvoting during the
taxable year, is owned by a holding corporation.

E. Deduction for members of certain controlled groups.
(1) Any corporation in a controlled group, having as a

member of such group a telephone corporation regulat-
ed by the Louisiana Public Service Commission, shall be
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entitled to deduct from its capital stock, surplus, undi-
vided profits, and borrowed capital taxable capital, as
defined in this Chapter, its investment in and advances
to any member of the controlled group.

(2) For purposes of this Subsection, “controlled group”
is defined to be a group of affiliated corporations at
least one of which is regulated by the Louisiana Public
Service Commission and holds a certificate of public
convenience and necessity issued by the Louisiana
Public Service Commission to provide local exchange
telephone and other members of which are engaged in
providing telephone, cellular, microwave, paging, data-
transmission, or other telecommunications services and
includes subsidiary, brother-sister, or tier corporations
engaged in the sale, manufacture, maintenance, financ-
ing, or installation of equipment to facilitate the pro-
viding of telephone and other related services, and the
capital stock of which, to an extent of at least eighty
percent, is owned by another member of the controlled
group. This Subsection shall not apply to any corpora-
tion primarily engaged in activity unrelated to the tele-
communications services referred to in the Subsection.

F. Insurance Holding Corporation deduction. For tax years

beginning on and after July 1, 2002 and before January 1,
2005, any corporation owning at least eighty percent of the
capital stock of a subsidiary property and casualty insurance
corporation, such subsidiary having capital and surplus of
less than twenty million dollars, shall be entitled to deduct
from the amount of its taxable capital the amount of its
investments in and advances to such subsidiary insurance
corporation that was allocated to Louisiana under R.S.

47:606(B).

. (1) For taxable years beginning before January 1, 2012, the
portion of the deduction for “investments in and advances
to” as provided for in this Section which is composed of
loans and advances, after the application of R.S. 47:605.1,
shall be reduced by the same percentage and at the same
time as is provided for the reduction of borrowed capital in

R.S. 47:603(A).

(2) For taxable years beginning after December 31, 2011,
the deduction for “investments in and advances to” as
provided for in this Section shall only include amounts
included in the taxable capital of the recipient.

taxable years beginning after June 30, 2002. Amended by Acts
2004, Ist Ex. Sess., No. 2 §1, eff. for taxable years beginning
after December 31, 2005.

1 U.S.C.A. §79 et seq.

LAC 61:1.302. Determination of Taxable Capital

A. Taxable Capital. Every corporation subject to the tax imposed
by R.S. 47:601 must determine the total of its capital stock, as
defined in R.S. 47:604, its surplus and undivided profits, as
defined in R.S. 47:605, and its borrowed capital, as defined in
R.S. 47:603, which total amount shall be used as the basis for
determining the extent to which its franchise and the rights,
powers, and immunities granted by Louisiana are exercised
within this state. Determination of the taxable amount thereof
shall be made in accordance with the provisions of R.S. 47:606
and R.S. 47:607, and the rules and regulations issued there-
under by the secretary of Revenue and Taxation.

B. Holding Corporation Deduction. Any corporation which owns
at least 80 percent of the capital stock of a banking corporation
organized under the laws of the United States or of the state of
Louisiana may deduct from its total taxable base, determined
as provided in §302.4 and before the allocation of taxable base
to Louisiana as provided in R.S. 47:606 and R.S. 47:607, the
amount by which its investment in and advances to such bank-
ing corporation exceeds the excess of total assets of the holding
corporation over total taxable capital of the holding corpora-
tion, determined as provided in §302.A4.

C. Public Utility Holding Corporation Deductions. Any corpora-
tion registered under the Public Utility Holding Company Act
0of 1935 that owns at least 80 percent of the voting power of all
classes of the stock in another corporation (not including nonvot-
ing stock which is limited and preferred as to dividends) may,
after having determined its Louisiana taxable capital as pro-
vided in R.S. 47:602(A), R.S. 47:606, and R.S. 47:607, deduct
therefrom the amount of investment in and advances to such
corporation which was allocated to Louisiana under the provi-
sions of R.S. 47:606(B). The only reduction for investment in
and advances to subsidiaries allowed by this Subsection is with
respect to those subsidiaries in which the registered public utility
holding company owns at least 80 percent of all classes of stock
described herein; the reduction is not allowable with respect to
other subsidiaries in which the holding company owns less than
80 percent of the stock of the subsidiary, notwithstanding the fact

Added by Acts 1994, 3rd Ex. Sess., No. 134, §1, effective July that such investments in and advances to the subsidiary may
7, 1994, applicable to any taxable period beginning on or after have been attributed to Louisiana under the provisions of R.S.
January 1, 1994. Amended by Acts 2002, No. 59 §1, eff. for 47:606(B). In no case shall a reduction be allowed with respect
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to revenues from the subsidiary. Any repeal of the Public Utility
Holding Company Act of 1935 shall not affect the entitlement
to deductions under this Subsection of corporations registered
under the provisions of the Public Utility Holding Company Act
of 1935 prior to its repeal.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:602.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:08 (February 1985).

R.S. 47:603. Borrowed capital
A. (1). As used in this Chapter, “borrowed capital” means all

indebtedness of a corporation, subject to the provisions of
this Chapter, excluding indebtedness classified as capital
stock, surplus, and undivided profits under the provisions of
R.S. 47:605.1, maturing more than one year from the date
incurred, or which is not paid within one year from the date
incurred regardless of maturity date. As to any indebted-
ness which is extended, renewed, or re-financed, the date
such indebtedness was originally incurred or contracted
shall be considered for the purpose of this definition the
date incurred or contracted. With respect to amounts owed
by a taxpayer corporation to an affiliate, all real and actual
indebtedness, regardless of age, and which in fact represent
capital substantially used to finance or carry on the taxpay-
er’s business, shall be borrowed capital. An “affiliated corpo-
ration” is any corporation which through stock ownership,
directorate control, or other means, substantially influences
policy of some other corporation or is influenced through
the same channels by some other corporation.

(2) (a) For taxable years beginning after December 31,
2005, and before January 1, 2007, taxable capital for
purposes of this Chapter shall include eighty-six percent
of borrowed capital as determined pursuant to the pro-
visions of this Section.

(b) For taxable years beginning after December 31,
2006, and before January 1, 2008, taxable capital
for purposes of this Chapter shall include seventy-
two percent of borrowed capital as determined
pursuant to the provisions of this Section.

For taxable years beginning after December 31,
2007, and before January 1, 2009, taxable capital
for purposes of this Chapter shall include fifty-
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eight percent of borrowed capital as determined
pursuant to the provisions of this Section.

For taxable years beginning after December 31,
2008, and before January 1, 2010, taxable capital
for purposes of this Chapter shall include forty-
four percent of borrowed capital as determined
pursuant to the provisions of this Section.

For taxable years beginning after December 31,
2009, and before January 1, 2011, taxable capital
for purposes of this Chapter shall include thirty
percent of borrowed capital as determined pursu-
ant to the provisions of this Section.

For taxable years beginning after December 31,
2010, and before January 1, 2012, taxable capital
for purposes of this Chapter shall include sixteen
percent of borrowed capital as determined pursu-
ant to the provisions of this Section.

(g

For taxable years beginning after December 31,
2011, or thereafter, taxable capital for purposes of
this Chapter shall not include borrowed capital.

B. The following indebtedness shall be excluded:

(1) Federal, state and local tax accruals or taxes due and not
delinquent more than thirty days.

(2) Advances, credits or sums of money voluntarily left
on deposit with the taxpayer, or for credit account by
customers or other persons with merchants, agents, bro-
kers or factors, to facilitate the transaction of business
between such parties, and by such taxpayer segregated
and not otherwise used in the conduct of its business.

When deposited with a trustee or other custodian or
when segregated into a separate or special account, an
amount equivalent to the principal amount of cash or
securities actually and in good faith set aside, for the
payment of principal or interest on funded indebted-
ness or other fixed obligations, whether at the date of
such segregation matured or maturing within ninety
days thereafter or within whatever period such segrega-
tion is fixed by prior written commitment, or by court
order for the liquidation of such obligation; or for the
payment of dividends theretofore lawfully and formally
authorized.

After the approval or allowance by the court of a peti-
tion for receivership, bankruptcy or reorganization of
a corporation under the bankruptcy law, there shall be
deducted from borrowed capital that part of the indebt-
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edness of the corporation which could reasonably be
paid by cash and temporary investments on hand and
not reasonably currently needed for working capital,
if such receivership, bankruptcy or reorganization was
not pending; and an equivalent amount will be allowed
as an offset against cash and temporary investments on

hand.

Financing of the inventory of a motor vehicle, manu-
factured home, recreational vehicle, boat, motorcycle,
motor home, or farm implement dealership when the
financing is secured by specific motor vehicles, manu-
factured homes, recreational vehicles, boats, motor-
cycles, motor homes, or farm implements, each of which
is identified by a manufacturer or vehicle identification
number, and an amount equivalent to the funds lent on
each motor vehicle, manufactured home, recreational
vehicle, boat, motorcycle, motor home, or farm imple-
ment is required to be repaid as each such unit is sold.

Amended by Acts 2002, No. 38, § 1, eff. June 25, 2002; Acts
2004, 1st Ex. Sess., No. 2.§1, eff.Jan, 2006.

LAC 61:1.303. Borrowed Capital
A. General

1.

As used in this Chapter, borrowed capital means all
indebtedness of a corporation, subject to the provisions of
this Chapter, maturing more than one year from the date
incurred, or which is not paid within one year from the
date incurred regardless of maturity date.

All indebredness of a corporation is construed to be capital
employed by the corporation in the conduct of its business
or pursuit of the purpose for which it was organized, and
in the absence of a specific exclusion, qualification, or
limitation contained in the statute, must be included in
the total taxable base. No amount of indebtedness of a
corporation may be excluded from borrowed capital except
in those cases in which the corporation can demonstrate
conclusively that a specific statutory provision permits
exclusion of the indebtedness from borrowed capital.

In the case of amounts owed by a corporation to a creditor
who does not meet the definition of an affiliated corpo-
ration contained in R.S. 47:603, all indebredness of a
corporation which has a maturity date of more than one
year from the date on which the debt was incurred and
all indebtedness which has not been paid within one year
from the date the indebtedness was incurred, regardless
of the maturity or due date of the indebtedness, shall be
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included in borrowed capital. Determination of the one-
year controlling factor is with respect to the original date
that the indebtedness was incurred and is not to be deter-
mined by any date the debt is renewed or refinanced. The
entire amount of long-term debt not having a maturity
date of less than one year, which was not paid within the
one-year period, constitutes borrowed capital, even though
it may constitute the current liability for payment on the
long-term debt.

The fact that indebtedness which had a maturity date of
more than one year from the date it was incurred, was
actually liquidated within one year does not remove the

indebtedness from the definition of borrowed capital.

For purposes of determining whether indebtedness has a
maturity date in excess of one year from the date incurred
or whether the indebtedness was paid within one year from
the date incurred, the following shall apply: With respect
to any indebtedness which was extended, renewed, or refi-
nanced, the date the indebtedness was originally incurred
shall be the date the extended, renewed, or refinanced
indebtedness was incurred. All debt extended, renewed,
or refinanced shall be included in borrowed capital if the
extended maturity date is more than one year from, or
if the debt has not been paid within one year from, that
date. In instances of debts which are extended, renewed,
or refinanced by initiating indebtedness with a creditor
different from the original creditor, the indebtedness shall
be construed to be new indebtedness and the one-year con-
trolling factor will be measured from the date that the new
debt is incurred.

For purposes of determining whether indebtedness has a
maturity date in excess of one year from the date incurred
or whether the indebtedness was paid within one year
from the date incurred, with respect to the amount due on
a mortgage on real estate purchased subject to the mort-
gage, the date the indebtedness was originally incurred
shall be the date the property subject to the mortgage was
acquired by the corporation.

In the case of amounts owed by a corporation to a credi-
tor who meets the definition of an affiliated corporation
contained in R.S. 47:603, the age or maturity date of the
indebtedness is immaterial. An affiliated corporation is
defined to be any corporation which through (a) stock
ownership, (b) directorate control, or (c) any other means,
substantially influences policy of some other corporation or
is influenced through the same channels by some other cor-
poration. It is not necessary that control exist between the
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corporations but only that policy be influenced substan-
tially. Any indebtedness between such corporations con-
stitutes borrowed capital to the extent it represents capital
substantially used to finance or carry on the business of the
debtor corporation, regardless of the age of the indebred-
ness. For this purpose, all funds, materials, products, or
services furnished to a corporation for which indebtedness
is incurred, except as provided in this section with respect
to normal trading accounts and offsetting indebtedness,
are construed to be used by the corporation to finance or
carry on the business of the corporation; in the absence of a
conclusive showing by the taxpayer to the contrary, all such

indebtedness shall be included in borrowed capital.

To illustrate this principle, assume:

i.  Corporation A—Parent of B, C, D, and E;
Corporation B—Nonoperating, funds-flow

conduit, owning no stock in C, D, or E;

a.
id.
iii.  Corporation C— Other Corporation;
iv.  Corporation D— Other Corporation;
v.  Corporation E—Other Corporation;

vi. any funds furnished by the parent A to either
B, C, D, or E constitute either a contribution to
capital or an advance which must be included
in the taxable base of the receiving corporation.

vii. any funds supplied by D or E to C, whether or

not channeled through A or B, would constitute
borrowed capital to C, and the indebtedness
must be included in the taxable base. In the
absence of a formal declaration of a dividend
from D or E to A, the funds constitute an
advance to A by D or E and borrowed capital
to A. In all such financing arrangements, the
multiple transfers of funds are held to constitute
capital substantially used to carry on each tax-
payer’s business.

8. The amount that normal trading-account indebtedness

bears to capitalization of a debtor determines to what extent
said indebtedness constitutes borrowed capital substantially
used to finance or carry on the business of the debtor. Due
consideration should also be given to the debtor’s ability to
have incurred a similar amount of indebtedness, equally
payable as to terms and periods of time.

In the case of equally demandable and payable indebred-
ness of the same type between two corporations, wherein
each is indebted to the other, only the excess of the amount

80

10.

due by any such corporation over the amount of its receiv-
able from the other corporation shall be deemed to be bor-
rowed capital.

With respect to any amount due from which debt discount
was paid upon inception of the debt, that portion of the
unamortized debt discount applicable to the indebtedness
which would otherwise constitute borrowed capital shall
be eliminated in calculating the amount of the indebted-
ness to be included in taxable base.

B. Exclusions from Borrowed Capital

1.

2.

Federal, State and Local Taxes. R.S. 47:603 provides that
an amount equivalent to certain indebtedness shall not be
included in borrowed capital. With respect to accruals of
federal, state, and local taxes, the only amounts which may
be excluded are the tax accruals determined to be due to the
taxing authority or taxes due and not delinquent for more
than 30 days. In the case of reserves for taxes, only so much
of the reserve as represents the additional liability due at the
taxpayer’s year-end for taxes incurred during the accrual
period may be excluded. Any amount of the reserve balance
in excess of the amount additionally due for the accrual
period shall be included in the taxable base, since the excess
does not constitute a reserve for a definitely fixed liability.
This additional amount due is determined by subtracting
the taxpayer’s tax deposits during the year from the total
liability for the period. All reserves for anticipated future
liabilities due to accounting and tax timing differences shall
be included in the taxable base. Any taxes which are due
and are delinquent more than 30 days must be included
in borrowed capital. For purposes of determining whether
taxes are delinquent, extensions of time granted by the tax-
ing authority for the filing of the tax return or for payment
of the tax shall be considered as establishing the date from

which delinguency is measured.
Voluntary Deposits

a.  The liability of a taxpayer to a depositor created as
the result of advances, credits, or sums of money hav-
ing been voluntarily left on deposit shall not consti-

tute borrowed capital if:

i.  saidmoneys have been voluntarily left on deposit
to facilitate the transaction of business between
the parties; and

said moneys have been segregated by the tax-
payer and are not otherwise used in the conduct
of its business.

1.
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b.  Neither the relationship of the depositor to the taxpayer
nor the length of time the deposits remain for the intend-
ed purpose has an effect on the amount of such liability
which shall be excluded from borrowed capital.

3. Deposits with Trustees

a.  The principal amount of cash or securities deposited
with a trustee or other custodian or segregated into
a separate or special account may be excluded from
the indebtedness which would otherwise constitute
borrowed capital if such segregation is fixed by a prior
written commitment or court order for the payment
of principal or interest on funded indebredness or
other fixed obligations. In the absence of a prior writ-
ten commitment or court order ﬁxz'ng segregation
of the funds or securities, no reduction of borrowed
capital shall be made with respect to such deposits or
segregated amounts.

b.  Whenever a liability for the payment of dividends
theretofore lawfully and formally authorized would
constitute borrowed capital as defined in this Section,
an amount equivalent to the amount of cash or secu-
rities deposited with a trustee or other custodian or
segregated into a separate or special account for pay-

ment of the dividend liability may be excluded from

borrowed capital.

4. Receiverships, Bankruptcies and Reorganizations. In the
case of a corporation having indebtedness which could
have been paid from cash and temporary investments on
hand which were not currently needed for working capital
and in which case the corporation has secured approval
or allowance by the court of the petition for receivership,
bankruptcy, or reorganization under the bankruptcy law,
after such allowance or approval by the court of the tax-
payer’s petition, the taxpayer may then reduce the amount
which would otherwise constitute borrowed capital by the
amount of cash or temporary investment which it could
have paid on the indebredness prior to such approval, to
the extent that they are permitted to make such payments
under the terms of the receivership, bankruptcy, or reorga-
nization proceedings.

AUTHORITY NOTE: Promulgated in accordance with
R.S. 47:603.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985).
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R.S. 47:604. Capital stock

For the purpose of ascertaining the tax imposed in this Chapter,
capital stock, whether having par value or not, shall be deemed
to have such value as is reflected on the books of the corpora-
tion, subject to examination and revision by the collector, but
in no event shall such value be less than is shown on the books
of the taxpaying corporation.

Where capital stock is issued for assets and the transaction is treat-
ed as a tax free exchange under R.S. 47:131, 132, 133, 135, 136,
137, and 138, the collector shall consider the cost of the assets as
determined under R.S. 47:605A and the value of any intangibles
acquired as the value of the stock issued to acquire such assets.
Capital stock shall include full shares, fractional shares, and any
script certificates convertible into shares of stock.

Amended by Acts 1950, No. 444, §1; Acts 1962, No. 272, §1.

LAC 61:1.304. Capital Stock

A. For the purpose of determining the amount of capital stock
upon which the tax imposed by R.S. 47:601 is based, such
stock shall in every instance have such value as is reflected on
the books of the corporation, subject to whatever increases to the
recorded book values may be found necessary by the secretary of
Revenue and Taxation to reflect the true value of the stock. In
no case shall the value upon which the tax is based be less than
is shown on the books of the corporation.

B. In any case in which capital stock of a corporation has been
issued in exchange for assets, the capital stock shall have a value
equal to the fair market value of the assets received in exchange

for the stock, plus any intangibles received in the exchange,
except as provided in the following Subsection.

C. In any such case in which capital stock of a corporation is trans-
ferred to one or more persons in exchange for assets, and the
only consideration for the exchange was stock or securities of the
corporation, and immediately after the exchange such person
or persons owned at least 80 percent of the total voting power
of all voting stock and at least 80 percent of the total number
of shares of all of the stock of the corporation, the value of the
stock exchanged for the assets so acquired shall be the same as the
basis of the assets received in the hands of the transferor of the
assets, plus any intangibles received in the exchange. The only
other exception to the rule that capital stock exchanged for assets
shall have such value as equals the fair market value of the assets
received and any intangibles received is in the case of stock issued
in exchange for assets in a reorganization, which transaction was
Sully exempt from the tax imposed by the Louisiana income tax
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law, in which case the value of the stock shall have a value equal
to the basis of the assets received in the hands of the transferor of
the assets, plus any intangibles received.

D. In any case in which an exchange of stock of a corporation
Jfor assets resulted in a transaction taxable in part or in full
under the Louisiana income tax law, the value of the stock
so exchanged shall be equal to the fair market value of all of
the assets received in the exchange, including the value of any
intangibles received.

E. Capital stock, valued as set forth heretofore, shall include
all issued and outstanding stock, including treasury stock,
[ractional shares, full shares, and any certificates or options
convertible into shares.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:604.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985).

R.S. 47:605. Surplus and undivided profits

A. Determination of value. For the purpose of ascertaining the
tax imposed in this Chapter, surplus and undivided profits
shall be deemed to have such value as is reflected on the
books of the corporation, subject to examination and revi-
sion by the collector from the information contained in the
report filed by the corporation as hereinafter provided and
from any other information obtained by the collector; but
in no event shall such revision reflect the value of any asset
in excess of the cost thereof to the taxpayer at the time of
acquisition; in the case of an acquisition which qualifies as
a tax free exchange under R.S. 47:131, 132, 133, 135, 136,
137, and 138, cost to the taxpayer at the time of acquisition
shall be deemed to be the basis of such property determined
under R.S. 47:146, 148, and 152; provided that in no event
shall such value be less than is shown on the books of the
taxpaying corporation.

In computing surplus and undivided profits there shall be
excluded such surplus as may be required by court order to be
set aside and segregated in such manner as not to be available for
distribution to stockholders or for investment in properties, the
earnings from which are distributable to stockholders; provided
further that in computing surplus and undivided profits there
shall be included all reserves other than those for definitely
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fixed liabilities, reasonable depreciation (including in reason-
able depreciation, at taxpayer’s election, amortization of a war,
defense or other emergency facility taken by and allowable to
a taxpayer for income tax purposes under R.S. 47:65, provided
such amortization is recorded on the books of the taxpayer),
bad debts and established valuation reserves, such reserves in all
cases to be made under rules and regulations to be prescribed
by the collector. When, because of regulations of a governmen-
tal agency controlling the books of a taxpayer, the taxpayer is
unable to record in its books the full amount of depreciation
sustained, the taxpayer may apply to the collector of revenue
for permission to add to its reserve for depreciation and deduct
from its surplus the amount of depreciation sustained but not
recorded, and if the collector finds that the amount proposed
to be so added represents a reasonable allowance for actual
depreciation, he shall grant such permission. The collector also
shall allow inclusion in depreciation reserves (but shall not limit
the reserve thereto, if otherwise reasonable) depreciation taken
by and allowable to a taxpayer under R.S. 47:65 provided such

depreciation is recorded on the books of the taxpayer.

B. Treatment of deficit. If the accounts titled surplus and undi-
vided profits reflect a negative figure or deficit, such deficit
shall be deductible from capital stock and borrowed capital
for the purpose of computing the tax.

C. Reserves and exclusion from surplus by public utilities.
For purposes of this Chapter the term “reserves” includes
all accounts appearing on the books of a corporation that
represent amounts payable or potentially payable to oth-
ers; however, the term “reserves” shall not include accounts
included in “capital stock” as used in R.S. 47:604 and shall
not include accounts that represent indebtedness, regardless
of maturity date, as “indebtness” is used in R.S. 47:603. In
computing the surplus of a public utility regulated by the
Louisiana Public Service Commission, the Federal Energy
Regulatory Commission or other similar local, state, or fed-
eral regulator, there shall be excluded from assets, and a cor-
responding amount excluded from surplus, accounts that
represent assets for which no money has previously been
paid and no service or thing of value has been paid, given,
or advanced by the public utility other than the regulated
service or product. Accounts so excluded shall not include
accounts established for the purpose of valuing other asset
accounts that do not meet the criteria for exclusion, nor
shall excluded accounts represent investments, loans, depos-
its, goodwill, trade notes, accounts receivable from billings
to customers, or accrued unbilled revenue.
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Amended by Acts 1950, No. 444 §1; Acts 1956, No. 328, §1;
Acts 1962, No. 272, §1, Acts 1992, No. 156, §1, effective for
taxable periods beginning on or after January 1, 1993.

LAC 61:1.305. Surplus and Undivided Profits
A. Determination of Value— Assets

1.

For the purpose of determining the tax imposed by R.S.
47:601, there are statutory limitations on both the maxi-
mum and minimum amounts which shall be included
in the taxable base with respect to surplus and undivided
profits. The minimum amount which shall be included in
the taxable base shall be no less than the amount reflected
on the books of the taxpayer. Irrespective of the reason for
any book entry which increases the franchise tax base, such
as, but not limited to, entries to record asset appreciation,
entries to reflect equity accounting for investments in
affiliates or subsidiaries, and amounts credited to surplus
to record accrual of anticipated future tax refunds created
by accounting timing differences, the amount reflected on
the books must be included in the tax base.

Entries to the books of any corporation to record the
decrease in value of any investment through the use of
equity accounting will be allowed as a reduction in taxable
surplus and its related asset account for property factor
purposes. This is only in those cases in which all invest-
ments are recorded under the principles of equity account-
ing, and such reductions in the value of any particular
investment below cost thereof to the taxpayer will not be
allowed. The exception is in those instances in which the
taxpayer can show that such reduction is in the nature of
a bona fide valuation adjustment based on the fair value
of the investment. In no case will a reduction below zero
value be recognized. Corresponding adjustments shall in
all instances be made to the value of assets for property fac-
tor purposes.

In any instance in which an asset is required to be included
in the property factor under the provisions of R. S. 47:606
and the regulations issued thereunder, the acquisition of
which resulted in the establishment of a contra account,

such as, but not limited to, an account to record unvealized
gain from an installment sale, all such contra accounts

shall be included in the taxable base, except to the extent
such contra accounts constitute a reserve permitted to be
excluded under the provisions of R.S. 47:605(A4) and the
regulations issued under §305.4. See §306.4 for required

adjustmmts to assets with respect to any contra account or
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reserve which is not included in the taxable base.

The minimum value under the statute is subject ro
examination and revision by the secretary of Revenue
and Taxation. The recorded book value of surplus and
undivided profits may be increased, but not in excess of
cost, as the result of such examination to the extent found
necessary by the secretary to reflect the true value of surplus
and undivided profits. The secretary is probibited from
making revisions which would reflect any value below the
amount reflected on the books of the taxpayer. A taxpayer
may, in his own discretion, reflect values in excess of cost;
that option is not extended to the secretary in any exami-
nation of recorded cost.

In determining cost to which the revisions limitation
applies, the fair market value of any asset received in an
exchange of properties shall be deemed to constitute the cost
of the asset to the taxpayer under the generally recognized
concept that no prudent person will exchange an article
of value for one of lesser value. In application of that con-
cept, the secretary of Revenue and Taxation shall, except
as provided in the following Paragraphs, construe cost of
any asset to be fair market value of the asset received in
exchange therefor.

Exception to the rules stated above will be made only
in those instances in which the exchange resulted in a
Sfully tax-free exchange under provisions of the Louisiana
income tax law, in which case cost shall be construed to
be the income tax basis of the properties received for pur-
poses of calculating depreciation and the determination
of gain or loss on any subsequent disposition of the assets.
Limitation of the valuation of the cost of any asset to the
income tax basis will be considered only in the case of fully
tax-free exchanges and will not be considered if the trans-
action was taxable to any extent under the provisions of
the Louisiana income tax law contained in R.S. 47:131,

132, 133, 134, 135, 136, and 138.

B. Determination of Value— Reserves

1.

There must be included in the franchise taxable base
determined in the manner heretofore described, all reserves
other than those for:

definitely fixed liabilities;
b.  reasonable depreciation (or amortization), but only ro
the extent recorded on the books of the taxpayer, except

as noted in the following paragraphs with respect to
taxpayers subject to regulations of governmental agen-
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cies controlling the books of such taxpayers;
¢.  bad debts; and
d.
2. No deduction from surplus and undivided profits shall be

made with respect to any reserve for contingencies of any
nature, without regard to whether the reserve is partially
or fully funded. Reserves for future liability for income
taxes shall not be excluded from the tax base. Deferred
federal income tax accounts may be netted in determin-
ing the amount of reserve to be included in the taxable
base. Reserves for fixed liabilities shall be included in the
taxable base to the extent that they constitute borrowed
capital under the provisions of R.S. 47:603 and the regu-

lations issued thereunder.

other established valuation reserves.

In addition to the four classifications of reserves which
may be excluded from the taxable base, any amount of
surplus which has been set aside and segregated pursuant
to a court order so as not to be available for distribution to
stockholders or for investment in properties which would
produce income which would be distributable to stock-
holders may also be excluded from the taxable base.

C. Adjustment by regulated companies for depreciation sustained
but not recorded. When, because of regulations of a govern-
mental agency controlling the books of a taxpayer, the taxpayer
is unable to record on its books the full amount of depreciation
sustained, the taxpayer may apply to the collector of revenue
for permission to add to its reserve for depreciation and deduct
Sfrom its surplus the amount of depreciation sustained but not
recorded, and if the collector finds that the amount proposed
to be so added represents a reasonable allowance for actual
depreciation, he shall grant such permission.

1. Permission to add to depreciation reserves and reduce
surplus must be requested in advance and shall be granted only
in those instances in which a governmental agency requires that
the books of the corporation reflect a depreciation method under
which the total accumulated depreciation reflected on the books is
less than would be reflected if the straight-line method of depre-
ciation had been applied from the date of acquisition of the asset.
The period over which depreciation shall be computed shall be the
expected useful life of the asset.

2. The amount of adjustment shall be the amount of accu-
mulated depreciation which would be reflected on the
books if the straight-line method had been applied from
the date of acquisition of the asset, less the amount of accu-

mulated depreciation actually reflected on the books.
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3. Permission granted by the secretary shall be automatically
revoked upon a material change in the facts and circum-
stances presented by the taxpayer.

Permission granted by the secretary shall be for a period
of six years, at which time the taxpayer must reapply for
permission to continue making the ddjmz‘mmts.

D. For purposes of this Chapter, reserves include all accounts
appearing on the books of a corporation that represent amounts
payable or potentially payable ro others. However, the term
reserves shall not include accounts included in capital stock as
used in R.S. 47:604 and shall not include accouts that rep-
resent indebtness, regardless of maturity date, as indebtness is

used in R.S. 47:603.

. For purposes of this Chapter, the term assets shall mean all of
a corporation’s property and rights of every kind. The defini-
tion of the term assets for corporation franchise tax purposes
may differ from the definition of assets for general accounting

plﬁ’pOSfS.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:60S, and R.S. 47:151 1.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes

Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985), LR 28:1995 (September 2002),

LR 29:1520 (August 2003).

LAC 61:1.320. Books of the Corporation

A. Generally the “books of the corporation” are financial statements
that will include an income statement, a balance sheet (listing
assets, liabilities, and owners equity including changes thereto),
and other appropriate information. The following may be con-
sidered applicable financial statements.

1. Statement required to be filed with the Securities and
Exchange Commission (SEC). A financial statement that
is required to be filed with the Securities and Exchange
Commission.

a. Certified andited financial statement. A certified audit-
ed financial statement that is used for credit purposes, for
reporting to shareholders or for any other substantial non-
tax purpose. Such a statement must be accompanied by
the report of an independent (as defined in the American
Institute of Certified Public Accountants Professional
Standards, Code of Professional Conduct, Rule 101 and

its interpretations and rulings) certified public accoun-
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tant or, in the case of a foreign corporation, a similarly
qualified and independent professional who is licensed
in any foreign country. A financial statement is “certified
audited” for purposes of this Section if it is:

i.  certified to be fairly presented (an unqualified
or “clean” opinion);

ii.  subject to a qualified opinion that such financial
statement is fairly presented subject to a concern
about a contingency (a qualified “subject to”
opinion);

ifi.  subject to a qualified opinion that such financial
statement is fairly presented, except for a method
of accounting with which the accountant dis-
agrees (a qualified “except for” opinion); or

iv.  subject to an adverse opinion, but only if the
accountant discloses the amount of the disagree-
ment with the statement.

b.  Any other statement or report, such as a review state-
ment or a compilation report that is not subject to a
Jfull audit is not a certified andit statement.

3. A financial statement provided to a government regula-

tor. A financial statement that is required to be provided
to the federal government, or any agency thereof (other
than the Securities and Exchange Commission), a state
government or agency thereof, or a political subdivision
of a state or agency thereof. Except as otherwise provided
herein, an income tax return, franchise tax return or other
tax return prepared solely for the purpose of determining
any tax liability that is filed with a federal, state or local
government or agency cannot be an applicable financial
Statement.

Other financial statements. A financial statement that is
used for credit purposes, for reporting to shareholders, or
for any other substantial non-tax purpose, even though
such financial statement is not described in Paragraphs

A.1-3 of this Section.

B. Priority Among Statements

1.

In general, if a taxpayer has more than one financial state-
ment described in Paragraphs A.1-4 of this Section, the
taxpayer’s applicable financial statement is the statement
with the highest priority.

a.  Priority is determined in the following order:

i.  a financial statement described in Paragraph
A.1 of this Section;
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ii. a certified audited statement described in
Paragraph A.2 of this Section;

ii.  afinancial statement provided to a government reg-

ulator described in Paragraph A.3 of this Section;

iv. any other financial statement described in

Paragraph A.4 of this Section.

b.  For example, Corporation A, which uses a calendar
year for both financial accounting and tax purposes,
prepares a financial statement for calendar year 2003
that is provided to a state regulator and an unaudited
financial statement that is provided to A’s creditors.
The statement provided to the state regulator is A’s
financial statement with the highest priority and thus
is As financial statement.

2. Special priority rules for use of certified audit financial

statements and other financial statements.

a. In the case of financial statements described in
Paragraphs A.2 and A.4 of this Section, within each of
these categories the taxpayer’s applicable financial state-
ment is determined according to the following priority:

i.  astatement used for credit purposes;
ii.  astatement used for disclosure to shareholders; and

ift. any other statement used for other substantial
non-tax purposes.

b.  For example, Corporation B uses a calendar year
for both financial accounting and tax purposes. B
prepares a financial statement for 2003 that it uses
for credit purposes and prepares another financial
statement for calendar year 2003 that it uses for dis-
closure to shareholders. Both financial statements are
unaudited. The statement used for credit purposes is
B’s financial statement with the highest priority and
thus is Bs applicable financial statement.

Priority among financial statements provided a govern-
ment regulator. In the case of two or more financial state-
ments described in Paragraph A.3 of this Section that are
of equal priority, the taxpayer’s applicable financial state-
ment is determined according to the following priority:

a.  a statement required to be provided to the federal
government or any of its agencies;

b.  astatement required to be provided to a state govern-
ment or any of its agencies; and

¢.  a statement required to be provided to any subdivi-
sion of a state or any agency of a subdivision.
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C. Whenever more than one entity, for franchise tax purposes, is
included in a corporation’s books, as herein defined, separate
books shall be constructed for each entity doing business in
Louisiana. These books shall be constructed following the same
principles and methods as were employed when constructing
the original books.

D. Nothing in this requlation shall restrict the secretary’s author-
ity to revise the books of the corporation as needed for the pur-
pose of ascertaining the correct franchise tax liability.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:604, R.S. 47:60S and R.S. 47:151 1.

HISTORICAL NOTE: Promulgated by the Department
of Revenue, Policy Services Division, LR 30:804
(April 2004).

R.S. 47:605.1. Capital stock, surplus, and undivided
profits

A. If a corporation’s total debt to all related parties exceeds
the capital stock and surplus and undivided profits of the
corporation as determined under R.S. 47:604 and 605, then
fifty percent of the amount of the excess shall be included
in the capital stock and surplus and undivided profits of the
corporation and excluded from debt.

For purposes of this Section, “debt” shall not:

(1) Include trade debt that is less than one hundred eighty
days old,

(2) Include deposit liabilities to related parties, or
(3) Be reduced by receivables.

. For purposes of this Section, “related party” means any
member of a controlled group of corporations as defined in
26 U.S.C. Section 1563, or any other person that would be
amember of a controlled group if rules similar to those of 26

U.S.C. Section 1563 were applied to that person.

Amended by Acts 2005, No. 355 §1, eff. January 1,2006; Added
by Acts 2004, 1st Ex Sess., No. 2 §1, eff. January 1, 2006.

R.S. 47:606. Allocation of taxable capital

A. General allocation formula.

For the purpose of ascertaining the tax imposed in this Chapter,
every corporation subject to the tax is deemed to have employed
in this state the proportion of its taxable capital, computed on
the basis of the ratio obtained by taking the arithmetical average
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of the following ratios:

(1) The ratio that the net sales made to customers in the
regular course of business and other revenue attribut-
able to Louisiana bears to the total net sales made to
customers in the regular course of business and other
revenue. For the purposes of this Sub-section net sales
and other revenues attributable to Louisiana shall be
determined as follows:

(a) Salesattributable to this state shall be all sales where
the goods, merchandise or property is received in
this state by the purchaser. In the case of delivery
of goods by common carrier or by other means of
transportation, including transportation by the
purchaser, the place at which the goods are ulti-
mately received after all transportation has been
completed shall be considered as the place at which
the goods are received by the purchaser. However,
direct delivery into this state by the taxpayer to
a person or firm designated by a purchaser from
within or without the state shall constitute delivery
to the purchaser in this state. Revenue derived from
a sale of property not made in the regular course of
business shall not be considered.

Revenues attributable to this state derived from
air transportation shall include all gross receipts
derived from passenger journeys and cargo ship-
ments originating in Louisiana.

Revenues attributable to this state derived from
transportation of crude petroleum, natural gas,
petroleum products or other commodities for oth-
ers through pipelines shall include all gross revenue
derived from operations entirely within this state
plus a portion of any revenue from operations part-
ly within and partly without this state, based upon
the ratio of the number of units of transportation
service performed in Louisiana in connection with
such revenue to the total of such units. A unit of
transportation service shall be the transporting of
any designated quantity of crude petroleum, natu-
ral gas, petroleum products or other commodities
for any designated distance.

Revenues attributable to this state derived from
transportation other than aircraft or pipeline shall
include all such income that is derived entirely
from sources within this state, and a portion of
revenue from transportation partly without and
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partly within this state, to be prorated subject to
rules, and regulations of the collector, which shall
give due consideration to the proportion of service
performed in Louisiana.

Revenue from broadcasting film or radio program-
ming, whether through the public airwaves, by
cable, direct or indirect satellite transmission, or
any other means of communication, either through
a network, including owned and affiliated stations,
or through an affiliated, unaffiliated, or indepen-
dent television or radio broadcasting station, shall
be attributed to the state as follows:

(i) The revenue, including advertising revenue
attributed to the state from broadcasting film
or radio programming, shall be determined by
multiplying total revenue from broadcasting
film or radio programming, including adver-
tising revenue, by the audience factor.

(i) Except as otherwise provided by this
Subsection, the audience factor shall be deter-
mined by the ratio of the taxpayer’s Louisiana
viewing or listening audience to their total
viewing or listening audience. The audience
factor shall be determined based on the books
and records of the taxpayer or published rat-
ing statistics. However, the method used to
determine the audience factor must be used
consistently from year to year and must fairly
represent the taxpayer’s activity in Louisiana.

(iii) When broadcasting is through or by a cable
television system or other arrangement under
which ultimate viewers or listeners must pay
for the right to receive the broadcast, the
audience factor shall be the ratio that the
subscribers for that cable television system or
other arrangement located in Louisiana bears
to the total subscribers of that cable television
system or other arrangement if the payment
entitles the ultimate viewers or listeners to
continuous reception of programming during
a subscription period.

(aa) If the number of subscribers cannot be accu-
rately determined from the taxpayer’s books
and records, the audience factor shall be deter-
mined based on the applicable year’s subscrip-
tion statistics located in published surveys.

87

(iv)

(aa)

However, the source selected to determine
the audience factor must be consistently used
from year to year and must fairly represent the
taxpayer’s activity in Louisiana.

If the payment entitles the ultimate viewers or
listeners to only discrete episodes or instances
of film or radio programming, the audience
factor shall be the ratio that the subscribers
for such discrete programming located in
Louisiana bears to the total subscribers for
such discrete programming. If the number
of subscribers for such discrete episodes or
instances cannot be accurately determined
from the books and records maintained by
the taxpayer, the audience factor shall be
determined on the basis of statistics located
in published surveys. However, the source
selected to determine the audience factor
must be consistently used from year to year
for that purpose and must fairly represent the
taxpayer’s activity in Louisiana.

Definitions. For the purposes of this
Subsection, the following terms have the fol-
lowing meanings unless the context clearly
indicates otherwise:

“Broadcast” means transmission by an elec-
tronic or other signal conducted by radio
waves or microwaves or by wires, lines, coax-
ial cables, wave guides, fiber optics, satellite
transmissions, directly or indirectly to viewers
and listeners, or by any other means of com-
munications.

“Film” or “film programming” means all per-
formances, events, or productions intended
to be broadcast for visual perception, includ-
ing but not limited to news, sporting events,
plays, stories, or other literary, commercial,
educational, or artistic works. Each episode
of a series of films shall constitute a separate
“film” even if the series relates to the same
principal subject.

“Radio” or “radio programming’ means all
performances, events, or productions intend-
ed to be broadcast for auditory perception,
including but not limited to news, sporting
events, plays, stories, or other literary, com-
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mercial, educational, or artistic works. Each
episode of a series of radio programming shall
constitute a separate ‘radio programming”
even if the series relates to the same principal
subject.
(dd) “Subscriber” means the individual residence
or other outlet that is the ultimate recipient

of the transmission.

Revenues from services other than those described
above shall be attributed within and without
Louisiana on the basis of the location at which the
services are rendered.

Rents and royalties from immovable or corporeal
movable property, shall be attributed to the state
where such property is located at the time the rev-
enue is derived.

Interest on customers’ notes and accounts shall be
attributed to the state in which such customers are
located.

Other interest and dividends shall be attributed to
the state in which the securities or credits produc-
ing such revenue have their situs, which shall be
at the business situs of such securities or credits,
if they have been so used in connection with the
taxpayer’s business as to acquire a business situs, or,
in the absence of such a business situs shall be at the
commercial domicile of the corporation.

Royalties or similar revenue from the use of pat-
ents, trade marks, copyrights, secret processes and
other similar intangible rights shall be attributed to
the state or states in which such rights are used.

Revenues from a parent or subsidiary corporation
shall be allocated as provided in Sub-section B of

this Section.

All other revenues shall be attributed within and
without this state on the basis of such ratio or
ratios, prescribed by the collector, as may be reason-
ably applicable to the type of revenues and business
involved.

The ratio that the value of all of the taxpayer’s property

and assets situated or used in Louisiana bears to the

value of all of its property and assets wherever situated
or used. In determining value, depreciation and deple-
tion reserves must be deducted from the book values of

the properties in question. The various classes of prop-
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erty and assets shown below shall be allocated within

and without Louisiana on the bases indicated:

(a)
(b)

Cash shall be allocated to the state in which located.

Cash in banks and temporary cash investments
shall be allocated to the state in which they have
their business situs, or in the absence of a business
situs, to the state in which is located the commer-
cial domicile of the taxpayer.

Trade accounts and trade notes receivable shall be
allocated by reference to the transactions from which
the receivables arose, on the basis of the location at
which delivery was made in the case of sale of mer-
chandise or the location at which the services were
performed in case of charges for services rendered.

Investments in and advances to a parent or subsid-
iary shall be allocated as provided in Sub-section B
of this Section.

Notes and accounts other than those notes and
accounts described under items (b) through (d)
above shall be allocated to the state in which they
have their business situs, or in the absence of a
business situs, to the state in which is located the
commercial domicile of the taxpayer.

Stocks and bonds not included in (b) or (d) above
shall be allocated to the state in which they have
their business situs or in the absence of a business
situs to the state in which is located the commercial
domicile of the taxpayer.

Immovable and corporeal movable property shall
be allocated within and without Louisiana on the
basis of actual location. Corporeal movable prop-
erty of a class which is not normally located within
a particular state the entire taxable year shall be
allocated within and without Louisiana by use of
a ratio or ratios which shall give due consideration
to the usage within and without this state. Mineral
leases and royalty interests shall be allocated to the
state in which the property covered by the lease or
royalty interest is located.

All other assets shall be allocated within or without
Louisiana on the basis, prescribed by the collector,
as may reasonably be applicable to the assets and
the type of business involved.

(3) (a) For taxable periods beginning on or after January
1, 1997, and before January 1, 2007, for corporations
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engaged in the business of manufacturing, an additional
ratio consisting of net sales made to customers in the
regular course of business attributable to Louisiana
to the total net sales made to customers in the regular
course of business. For the purposes of this Paragraph,
the taxable capital allocated to Louisiana shall be the
arithmetical average of the three ratios provided in
Paragraphs (1), (2), and Subparagraph (3)(a) of this

Subsection.

(b) For taxable periods beginning on or after January
1, 2007, for corporations engaged in the business
of manufacturing, the sole ratio shall be computed
by means of a single ratio consisting of the ratio

provided for in Paragraph (A)(1) of this Section.

(c) The term “business of manufacturing” shall only
include taxpayers whose net sales are derived pri-
marily from the manufacture, production, and sale
of tangible personal property; however, the term
“business of manufacturing” shall not include:

(i) Any taxpayer whose income is primarily
derived from the production or sale of unre-

fined oil and gas.

Any taxpayer whose income is primarily
derived from the manufacture, distribution,
distillation, importation, or sale of alcoholic
beverages.

(iii) Any taxpayer defined as an integrated oil
company per the United States Internal
Revenue Code - 26 USC 291(b)(4), or inte-
grated oil companies that refine, produce, and
have marketing operations, whose income
in Louisiana is principally derived from pro-
duction and sale of unrefined oil and gas,
and who also engage in significant marketing
of refined petroleum products in Louisiana.
Provided, any taxpayer, whose activities dur-
ing the taxable year do not include any “gross
receipts from retail sales of oil and/or natural
gas”, or any “refinery activities of oil and/
or natural gas”, will not be considered as an
integrated oil company for Louisiana tax pur-
poses, notwithstanding such taxpayer may be
a “related party” or a “member of the federal
consolidated group” under the United States
Internal Revenue Code.

B. Allocation of intercompany items. For the purpose of
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allocation, investments in, advances to, or revenues from
a parent or subsidiary corporation shall be allocated to
Louisiana on the basis of the percentage of capital employed
in Louisiana for corporation franchise tax purposes by the
parent or subsidiary corporation. A subsidiary corpora-
tion is any corporation the majority of the capital stock of
which is actually, wholly or substantially owned by another
corporation and whose management, business policies and
operations are, howsoever, actually, wholly or substantially
controlled by another corporation; which latter corporation
shall be termed the parent corporation.

. Minimum allocation; assessed value of real and personal

property. The portion of taxable capital allocated for fran-
chise taxation under this Chapter shall in no case be less
than the total assessed value of real and personal property in
this state of each such domestic or foreign corporation for
the calendar year preceding that in which the tax is due.

. Property located in United States customs-bonded ware-

houses or foreign trade zones. For purposes of this Section,
corporeal movable property (tangible personal property)
imported into the United States and located in Louisiana
in United States customs-bonded warchouses or foreign
trade zones established under the Foreign Trade Zones Act
(19 U.S.C.A. 81a et seq.), as amended, shall be considered

located outside of Louisiana.

. Adjustments to value of property and assets. Whenever the

value of an asset is adjusted or excluded in computing sur-
plus under the provisions of R.S. 47:605, the value shall also
be correspondingly adjusted or excluded for the purpose of
R.S. 47:606(A)(2).

. Mergers. When a corporation merges with another corpora-

tion and the merging corporation dissolves or ceases to exist,
the allocation of taxable capital for determining the amount
of tax due for the tax period ending after the tax period in
which the merger occurred shall be computed as follows:

(1) To compute the ratio of sales and other revenues attrib-
utable to Louisiana as prescribed under Paragraph (1) of
Subsection A of this Section, the merging corporation’s
net sales and other revenues from the beginning of the
surviving corporation’s taxable period to the date of the
merger must be included with the surviving corpora-
tion’s net sales and other revenues.

(2) To compute the ratio of the value of property and assets
attributable to Louisiana as prescribed under Paragraph
(2) of Subsection A of this Section, the merging corpora-
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tion’s property and assets must be included with the sur-
viving corporation’s property and assets. If the merger is
effective at 12:00 midnight on the last day of the merged
corporation’s accounting period, which period coincides
with the last day of the surviving corporation’s account-
ing period, the surviving corporation shall include the
assets of the merged corporation with its assets in com-
puting the ratios of property and assets.

Amended by Acts 1951, No. 294, §1; Acts 1964, No. 237, §1;
Acts 1989, No. 387, §1, eff. June 30, 1989; Acts 1989, No. 394,
§1, eff. June 30, 1989; Acts 1992, No. 156, §1, eff. for taxable
periods beginning on or after Jan. 1, 1993; Acts 1996, No. 19,
§1, eff. for taxable years beginning on or after Jan. 1, 1997; Acts
1998, No. 5, §1, eff. June 4, 1998, applicable to taxable periods
beginning after Dec. 31, 1999; Acts 2002, No. 65, §2, eff. for
taxable periods beginning after Dec. 31, 2002; Acts 2004, 1st
Ex. Sess., No. 2, §1, eff. Jan. 1, 2006; Acts 2005, No. 401, §1, eff.
for all taxable periods beginning after Dec. 31, 2005.

LAC 61:1.306. Allocation of Taxable Capital

A. General Allocation Formula. Every corporation subject to the
corporation franchise tax must determine the extent to which
its entire franchise taxable base is employed in the exercise of its
[franchise within this state. For all taxpayers other than those
in the business of manufacturing, the extent of such use of total
taxable base in the state is determined by multiplying the total
taxable capital by the ratio obtained through the arithmeti-
cal average of the ratio of net sales made to customers in the
regular course of business and other revenues attributable to
Louisiana to total net sales made to customers in the regular
course of business and total other revenues, and the ratio that
the value of all of the taxpayer’s property and assets situated or
used by the taxpayer in Louisiana bears to all of the taxpayer’s
property and assets wherever situated or used. For taxpayers in
the business of manufacturing, the extent of such use of total
taxable base in the state is determined by multiplying the total
taxable capital by the ratio of net sales made ro customers in
the regular course of business and other revenues attributable
to Louisiana to total net sales made to customers in the regular
course of business and total other revenues.

1. Net Sales and Other Revenue. Net sales to be combined
with other revenue in determining both the numerator
and denominator of the revenue ratio for purposes of cal-
culating the portion of the taxpayer’s total taxable capital
to be allocated to Louisiana are only those sales made to
customers in the regular course of the taxpayer’s business.
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In transactions in which raw materials, products, or mer-
chandise are transferred to another party at one location
in exchange for raw materials, products, or merchandise at
another location in agreements requiring the subsequent
replacemmt with similar property on a routine, continu-
ing, or repeated basis, all such transactions shall be care-
Sully analyzed to determine whether they constitute sales
made to customers that should be included in the revenue
ratio or whether they constitute exchanges that are not
sales and should be excluded from the revenue ratio. Sales
of scrap materials and by-products are construed to meet
the requirements for inclusion in the revenue ratio. Sales
made other than to customers, such as, but not limited
to, sales of stocks, bonds, futures, options, derivatives, and
other evidence of investment on the open market, regard-
less of the frequency or volume of those sales, shall not be
included in the revenue ratio. Similarly, revenues and/or
gains on the sale of property other than stock in trade shall
not be included in the revenue ratio since they generally do
not meet the specific requirements that only sales made to
customers in the regular course of business of the taxpayer
should be included. Whenever a transaction is not a sale
to customers in the regular course of business, the amount
does not constitute other revenue so as to qualify for inclu-
sion in either the numerator or the denominator of the
allocation ratio.

a.  Sales attributable to Louisiana ave those sales where
the goods, merchandise, or property are received in
Louisiana by the purchaser. Where goods are deliv-
ered into Louisiana by public carrier, or by other
means of transportation, including transportation
by the purchaser, the place at which the goods are
ultimately received after all transportation has been
completed shall be considered as the place ar which
the goods are received by the purchaser. The trans-
portation in question is the initial transportation
relating to the sale by the taxpayer.

i.  Transportation by Taxpayer or by Public
Carrier. Where the goods are delivered by the
taxpayer in his own equipment, it is presumed
that such transportation relates to the sale.
Where the goods are delivered by a common or
contract carrier, whether shipped F.O.B. ship-
ping point and whether the carrier be a pipeline,
trucking line, railroad, airline, or some other
type of carrier, the place where the goods are
ultimately received by the purchaser after the
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ii.

(a).

(b).

(c).
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transportation incident to the sale has ended
is deemed to be the place where the goods are
received by the purchaser.

Transportation by Purchaser

Where the transportation involved is trans-
portation by the purchaser, it is recognized
that it is more difficult to determine whether
or not the transportation is related to the sale
by the taxpayer. To be related to the initial
sale, the transportation should be commenced
immediately. However, before a lapse of time is
conclusive, consideration must be given to the
nature and character of the goods purchased,
the availability of transportation, and other
pertinent economic and natural circumstances
occurring at the time.

The intent of the parties to the sale must also
be considered. The intent and purpose of the
purchaser may be determined directly, or by an
evaluation of the nature and scope of his opera-
tion, customs of the trade, customary activities
of the purchaser, and all pertinent actions and
words of the purchaser at the time of the sale.

In order for the transportation by the purchaser
to be related to the initial sale by the taxpayer
to the purchaser, such transportation must be
generally the same in nature and scope as that
performed by the vendor or by a carrier. There
is no difference between a case where a taxpayer
in Houston ships F.O.B. Houston to a purchaser
in Baton Rouge, by common carrier, and a case
where all facts are the same except that the pur-
chaser goes to Houston in his own vebicle and
returns with the goods to Baton Rouge.

Transportation of Natural Resources by a
Public Carrier Pipeline. Generally, transporta-
tion by public carrier pipelines is accorded the
same treatment as transportation by any other
type of public carrier. However, because of the
nature and character of the property, the type
of carrier, and the customs of the trade, the
natural resources in the pipeline may become
intermixed with other natural resources in
the pipeline and lose their particular identity.
Where delivery is made to a purchaser in more
than one state, or to different purchasers in dif-
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ferent states, peculiar problems of attribution
arise. In all cases possible, attribution will be
made in accordance with the rules applicable
to all public carrier transportation, that is,
where it can be shown that a taxpayer in one
state sold a quantity of crude oil to a purchaser
in another state, and the 0il was transported to
the purchaser by public carrier pipeline, the sale
will be attributed to the state where the crude
0il is received by the purchaser, even though the
crude oil delivered might not be the identical
0il sold because of commingling in the pipeline.
Custom of the trade indicates the purchaser
buys a quantity of oil of certain quality, but not
any specific oil.

iv.  Storage of Property after Purchase

(a). In determining the place of receipt by the pur-

chaser after the initial transportation has ended,

peculiar problems may be created by the storage

of the property purchased immediately upon

purchase and at a place other than the place of
intended use. The primary problem created by

such storage is in determining whether or not
the storage is of a temporary nature.

(b). In cases where the storage is permanent or semi-
permanent, delivery to the place of storage con-
cludes the initial transportation, and the sale
is attributed to the place of storage. However,
where the storage is of a temporary nature, such
as that necessitated by lack of transportation or
by change from one means of transportation to
another, or by natural conditions, the place of
such storage is of no significance.

Revenue from Air Transportation. All revenues
derived from the transportation of cargo or passengers
by air shall be attributed within and without this
state based on the point at which the cargo shipment
or passenger journey originates.

Revenue from Transportation Other Than Air
Travel. Revenue attributable to Louisiana from
transportation other than air includes all such rev-
enue derived entirely from sources within Louisiana
plus a portion of revenue from transportation per-
formed partly within and partly without Louisiana,
based upon the ratio of the number of units of trans-
portation service performed in Louisiana to the total
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of such units. Revenue from transportation exclu-
sively without Louisiana shall not be included in the

revenue attributed to Louisiana. Revenue attribut-

able

to Louisiana shall be computed separately for

each of the four classes enumerated below:

L

(a).
(b).

(c).

(d).

1.
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A unit of transportation shall consist of the fol-
lowing:

in the case of the transportation of passengers, the
transportation of one passenger a distance of 1 mile;

in the case of the transportation of liquid com-
modities, including petroleum or related prod-
ucts, the transportation of one barrel of the
commaodities a distance of 1 mile;

in the case of the transportation of property
other than liquids, the transportation of 1 ton
of the property a distance of 1 mile;

in the case of the transportation of natural gas,
the transportation of one MCF or one MBTU
a distance of 1 mile.

In any case where another method would more
clearly reflect the gross apportionable income
attributable to Louisiana, or where the above
information is not readily available from the
taxpayer’s records, the secretary, in his discre-
tion, may permit or require the use of any
method deemed reasonable by him.

Example: ABC Corporation is in the business of
transporting natural gas as a common carrier.
During the year 2005, ABC entered into five
transactions. In the first transaction one million
MMCF was transported from Texas, through
Louisiana, to Mississippi. The total distance
transported was 500 miles, of which 200 miles
was in Louisiana. The charge for the transpor-
tation was $250,000.00. In the second transac-
tion one million MMCEF was transported from
one point in Louisiana to another point in
Louisiana, a distance of 150 miles, for a charge
of $150,000.00. In the third transaction one
million MMCF was transported from one point
in Texas to another point in Texas, a distance
of 500 miles, for a charge of $250,000.00. In
the fourth transaction one million MMCF was
transported from a point in Louisiana to a point
in another state for a charge of $500,000.00.
The total distance transported was 1,000 miles,
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of which 100 miles were in Louisiana. In the
[ifth transaction one million MMCF was trans-
ported from a point in Louisiana to a point in
another state for a charge of $250,000.00. The
distance transported was S00 miles, of which
100 was in Louisiana. The portion of the gross
apportionable income attributed to Louisiana

would be computed as follows:
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Louisiana Amount
First Transaction — 200/500 X $250,000 = $100,000
Second Transaction — entirely from Louisiana = 150,000
Third Transaction — neither entirely
nor partially in Louisiana -0-
Fourth Transaction — 100/1,000 X $500,000 = 50,000
Fifth Transaction — 100/500 X $250,000 = 50,000
Louisiana Income From
Transportation of Natural Gas $350,000

d.  Revenue from Services Other Than from Transportation
i.  For purposes of R.S. 47:606(A4), in addition to

any other revenue attributed to Louisiana, the
Jfollowing revenue from providing telephone,
telecommunications, and similar services shall
be attributed to Louisiana:

(a). revenue derived from charges for providing
telephone “access” from a location in this state.
Access means that a call can be made or received
from a point within this state. An example
of this type of receipt is a monthly subscriber
fee billed with reference to a service address
located in the state and without regard to actual
usage;

(b). revenue derived from charges for unlimited call-
ing privileges, if the charges are billed by refer-

ence to a service address located in this state;

(c). revenue from intrastate telephone calls or other
telecommaunications, except for mobile telecom-
munication services, beginning and ending in
Louisiana;

(d). revenue from interstate or international tele-
phone calls or other telecommunications, except
for mobile telecommunication services, either
beginning or ending in Louisiana if the service
address charged for the call or telecommunica-
tion is located in Louisiana, regardless of where

the charges are billed or paid;
(¢). revenue from mobile telecommunications service:
(i). revenue from mobile telecommunications ser-
vices shall be attributed to the place of primary

use, which is the residential or primary business
street addyess of the customer;
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(ii). if a customer receives multiple services, such as
multiple telephone numbers, the place of primary
use of each separate service shall determine where
the revenue from that service is attributed;

(iii). revenue from mobile telecommunications ser-
vices shall be attributed to Louisiana if the place
of primary use of the service is Louisiana.

(). Definitions. For the purpose of this Subparagraph,
the following terms have the following meanings
unless the context clearly indicates otherwise:

(i).  Call—a specific telecommunications transmission;

(ii). Customer—any person or entity that contracts
with a home service provider or the end user of
the mobile telecommunications service if the end
user is not the person or entity that contracts
with the home service provider for mobile tele-
communications service;

(iii). Home Service Provider—the facilities-based
carrier or reseller with which the customer
contracts for the provision of mobile telecom-
munications services;

(iv). PlaceofPrimary Useof Mobile Telecommunications
Service—the street addyess representative of where
the customer’s use of mobile telecommunications
service primarily occurs. This address must be
within the licensed service area of the home service
provider and must be either the residential or the
primary business street address of the customer.
The home service provider shall be responsible for
obtaining and maintaining the customer’s place of
primary use as prescribed by R.S. 47:301(14)(i)
(#)(bb)(X1);

(v). Service Address—the address where the tele-
phone equipment is located and to which the
telephone number is assigned;

(vi). Telecommunications—the electronic transmis-
sion, conveyance or routing of voice, data, andio,
video, or any other information or signals to a
point, or between or among points, by or through
the use of any medium such as wires, cables,
satellite, microwave, electromagnetic wires, light
waves or any combination of those or similar
media now in existence or that might be devised,
by telecommunications does not include the infor-
mation content of any such transmission;
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Telecommunication Service—providing tele-
communications including service provided by
telecommunication service resellers, for a charge
and includes telephone service, telegraph service,
paging service, persomz[ communication services
and mobile or cellular telephone service, but
does not include electronic information service
or Internet access service.

Revenue derived from services, other than from
transportation, or telephone, telecommunica-
tions, and similar services, shall be attributed
to the state in which the services are rendered.
Services are rendered where they are received by
the customer.

In any case in which it can be shown that
c/mrge‘s for services constitute a pure recovery
of the cost of performing the services and do not
include a reasonable rate of profit, amounts
received in reimbursement of such costs shall not
be construed to be revenues received and shall be
omitted from both the numerator and denomi-
nator of the attribution ratio.

e.  Rents and Royalties from Immovable or Corporeal
Movable Property

z.

1.

Rents and royalties from immovable or corpo-
real movable property shall be attributed to the
state where the property is located at the time
the revenue is derived, which is construed to be
the place at which the property is used resulting
in the rental payment. Rents, royalties, and
other income from mineral leases, royalty inter-
ests, oil payments, and other mineral interests
shall be allocated to the state or states in which
the property subject to such interest is located.

In the case of movable property which is used
in more than one state or when the lessor has
no knowledge of where the property is located
at all times, application of the general rule for
attributing the revenue from rental of the prop-
erty may be suffficiently difficult so as to require
use of a_formula or formulas to determine the
place of use for which the rents were paid. The
specific formula to be used must be determined
by reference to the basis on which rents are
charged, the basis of which is usually set forth

in the rental agreement. In those cases in which
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time of possession in the hands of the lessee is the

only consideration in calculating rental charges,

time used by the lessee in each state will be used
as the basis for attributing the revenue to each

state. Where miles traveled is the basis for the

rental charge, revenue shall be attributed on

that basis; where ton miles or traffic density in

combination with miles traveled is the basis for
the rental charges, revenue will be attributed to

each state on that basis. In the case of drilling
equipment where rentals are based on the num-

ber of feet drilled, income will be attributed to

each state based on the ratio of the number of
feet drilled within that state to the total number
of feet drilled in all states by the rented equip-

ment during the taxable period covered by the

rental agreement.

[ Interest on Customers’ Notes and Accounts

i

7

Interest on customers’ notes and accounts can
generally be associated directly with the spe-
cific credit instrument or account upon which
the interest is paid and shall be attributed to
the state at which the goods were received by
the purchaser or services rendered. Interest is
construed to include all charges made for the
extension of credit, such as finance charges and
carrying charges.

When the records of the taxpayer are not suffi-
ciently detailed so as to enable direct attribution
of the revenue, interest, as defined herein, shall
be attributed to each state on the basis of a for-
mula or formulas which give due consideration
to credit sales in the various states, outstanding
customer accounts and notes veceivable, and
variances in the rates of interest charged or per-
mitted to be charged in each of the states where
the taxpayer makes credit sales.

g Other Interest and Dividends

.

Interest, other than on customers’ notes and
accounts, and dividends shall be attributed
to the state in which the securities producing
such revenue have their situs, which shall be at
the business situs of such securities if they have
been so used in connection with the taxpayer’s
business as to acquire a business situs, or, in the
absence of such a business situs, shall be at the
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iv.

commercial domicile of the taxpayer.

Used in connection with the taxpayer’s business
is construed to mean use of a continuing nature
in the regular course of business and does not
include the mere holding of the instrument at
a location or the use of the property as security
for credit. Business situs must be established on
the basis of facts, indicating precisely the use to
which the securities have been put and the man-
ner in which the taxpayer conducts its business.

Commercial Domicile is in that state where
management decisions are implemented which
is presumed to be the state where the taxpay-
er conducts its principal business and thereby
benefits from public facilities and protection
provided by that state. The location of board
of directors’ meetings is not presumed to create
commercial domicile at the location.

Interest and dividends from a parent or subsid-
iary corporation shall be attributed as provided
in R.S. 47:606(B) and the regulations issued

thereunder.

Royalties or Similar Revenue from the Use of Patents,
Trademarks, Secret Processes, and Other Similar

Intangible Rights

Z.

1.

Royalties or similar revenue received for the
use of patents, trademarks, secret processes, and
other similar intangible rights shall be attrib-
uted to the state or states in which such rights
are used by the licensee from whom the income
is received.

In those cases where the rights are used by the
licensee in more than one state, royalties and
similar revenue will be attributed to the states
on the basis of a ratio which gives due consid-
eration to the proportion of use of the right by
the licensee within each of the states. When
the royalty is based on a measurable unit of
production, sales, or other measurable unit, the
attribution ratio shall be based on such units
within each state to the total of such units for
which the royalties were received. When the
royalty or similar revenue is not based on mea-
surable units, the attribution ratio will be based
on the relative amounts of income produced by
the licensee in each state or on such other ratio
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as will clearly reflect the proportion of use of the
rights by the licensee in each state.

Revenue from a Parent or Subsidiary Corporation.
Revenue from a parent or subsidiary corporation

shall be allocated as provided in R.S. 47:606(B) and

the regulations issued thereunder.

All Other Revenues

z.

7.

778

All revenues which are not specifically described
in §306.A.1.a-i shall be attributed within and
without Louisiana on the basis of such ratio or
ratios as may be reasonably applicable to the
type of revenue and business involved.

In the case of revenue from construction, repairs,
and similar services, generally, all of the work
will be performed at a specific geographical loca-
tion and the total revenue, including all billings
by the taxpayer without regard to the method
of reporting gain for purpose of the income tax
statutes, shall be attributed to the place where
the work is performed. In the case of contracts
wherein a material part or parts of the work
may have been performed in another state,
such as the design, engineering, manufacture,
fabrication, or preassembly of component parts,
total revenue from the specific elements will be
attributed to the place at which that segment
of the work was performed on the basis of seg-
regated charges contained in the performance
contract. In the absence of segregated charges
in the contract, revenues shall be allocated on
the basis of a_formula or formulas which give
due consideration to such factors as direct cost,
time devoted to the separate elements, and
relative profitability of the specific function.
Such ratios may be based on estimates of costs
compiled during calculation of bid amounts for
purposes of securing the contract in the absence
of sufficient contract segregation of the charges
between functions or sufficient records necessary
to determine direct cost.

(a) Revenues from partnerships shall be attrib-
uted within and without Louisiana based
on the proportion of the partnership’s capital
employed in Louisiana. The proportion of the
partnership’s capital employed in Louisiana is
the allocation ratio, also known as the franchise
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tax apportionment ratio, that would be com-
puted for the partnership if the partnership were

a corporation subject to franchise tax.

(b) Revenues from a partnership are the partner’s
distributive share of partnership net income
when the partner’s distributive share of part-
nership net income is a positive amount. Losses
from a partnership are not revenues from a
partnership.

(c) Revenue from a partnership should be revenue
from the partnership as reflected on the taxpayer’s
books. However, if there is no difference in the
proportions of incomes, expenses, gains, losses,
credits and other items accruing to the taxpayer
from the partnership for book purposes and tax
purposes the laxpayer may use tax basis revenue
from a partnership. Once a taxpayer uses either
book basis revenue or tax basis revenue, that basis
must be used for all future tax periods.

iv.  The term partnership includes a syndicate,
group, pool, joint venture, limited liability com-
pany, or other unincorpomted organization
through or by means of which any business,
financial operation, or venture is carried on.

Property and Assets. For the purpose of calculating the
ratio of the value of property situated or used by a corpo-
ration in Louisiana to the value of all property wherever
situated, both tangible and intangible property must be
considered. The minimum value to be included in both
the numerator and denominator is the value recorded on
the books of the taxpayer. Both the cost recorded on the
books of the corporation and the reserves applicable thereto
are subject to examination and revision by the secretary
when such revision is found to be necessary in order to
reflect properly the extent to which capital of the corpora-
tion is employed in the exercise of its charter; in no event,
however, shall the revision by the secretary to any asset
value or applicable reserve result in a net valuation which

exceeds actual cost of the asset to the taxpayer. Assets will
be allocated as follows:

a.  Cash on hand shall be allocated to the state in which
the cash is physically located.

b.  Cash in banks and temporary cash investments shall
be allocated to the state in which they have their busi-
ness situs if they have been so used as to have acquired
a business situs. In the absence of a business situs for
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such assets, cash in banks and temporary cash invest-
ments shall be allocated to the state in which the com-
mercial domicile of the taxpayer is located.

Trade accounts and trade notes receivable are con-
strued to mean only those accounts and notes receiv-
able resulting from the sale of merchandise or the
performance of services for customers in the regular
course of business of the taxpayer. Such accounts and
notes shall be allocated to the location at which the
merchandise was delivered or at which the services
were performed resulting in the receivable. In the
absence of sufficient recorded detail upon which to
base the allocation of specific accounts and notes
receivable to the various states, such accounts and
notes may, by agreement between the secretary and
the corporation, be allocated to the separate states
based upon the ratio of credit sales within any par-
ticular state to the total of all credit sales.

Investments in and advances to a parent or subsid-
iary corporation shall be allocated as provided in R.S.
47:606(B) and the regulations issued thereunder.

Notes and accounts receivable other than temporary
cash investments, trade notes and accounts, and
advances to a parent or subsidiary, shall be allocated
to the state in which they have their business situs if’
they have been so used as to have acquired a business
situs. In the absence of a business situs for such assets,
notes and accounts receivable other than temporary
cash investments, trade notes and accounts, and
advances to a parent or subsidiary shall be allocated
to the state in which the commercial domicile of the
taxpayer is located. See §306.4.1.¢ relative to busi-
ness situs and commercial domicile.

Stocks and bonds other than temporary cash invest-
ments and investments in or advances to a parent or
subsidiary corporation shall be allocated to the state
in which they have their business situs if they have
been so used as to have acquired a business situs. In
the absence of a business situs for such assets, stocks
and bonds other than temporary cash investments
and advances to a parent or subsidiary corporation
shall be allocated to the state in which the commercial
domicile of the corporation is located.

Immovable property and corporeal movable prop-
erty which is used entirely within a particular state
shall be allocated to the state in which the property
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is located. Movable property which is not limited in
use to any particular state shall be allocated among
the states in which used on the basis of a ratio which

gives

due consideration to the extent of use in each of

the states. For the purpose of determining the amount

to be
with

included in the numerator of the property ratio
respect to corporeal movable property used both

within and without Louisiana, the following rules

shall

L
1.
1778

iv.

A
vil.
viii.

ix.

apply:

the value of diesel locomotives shall be allocated
to Louisiana on the basis of the ratio of diesel
locomotive miles traveled in Louisiana to total
diesel locomotive miles;

the value of other locomotives shall be allocated
to Louisiana on the basis of the ratio of other
locomotive miles traveled in Louisiana to total
other locomotive miles;

the value of freight train cars shall be allocated
to Louisiana on the basis of the ratio of freight
car miles traveled in Louisiana to total freight
car miles;

the value of railroad passenger cars shall be
allocated to Louisiana on the basis of the ratio
of passenger car miles traveled in Louisiana to
total passenger car miles;

the value of passenger buses shall be allocated to
Louisiana on the basis of the ratio of passenger
bus miles traveled in Louisiana to total passen-
ger bus miles;

thevalue of diesel trucks shall be allocated to Louisiana
on the basis of the ratio of diesel truck miles traveled in
Louisiana to total diesel truck miles;

thevalue of other trucks shall be allocated to Louisiana
on the basis of the ratio of other truck miles traveled in
Louisiana to total other truck miles;

the value of trailers shall be allocated to Louisiana
on the basis of the ratio of trailer miles traveled in
Louisiana to total trailer miles;

thevalue of towboats shall be allocated to Louisiana

on the basis of the ratio of towboat miles traveled

in Louisiana to total towboat miles. In the deter-

mination of Louisiana towboat miles, one-half of
the mileage of navigable rivers or streams border-

ing on both Louisiana and another state shall be

considered Louisiana miles;
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x.  thevalue of tugs shall be allocated to Louisiana
on the basis of the ratio of tug miles traveled in
Louisiana to total tug miles. In the determi-
nation of Louisiana tug miles, one-half of the
mileage of navigable rivers or streams bordering
on both Louisiana and another state shall be
considered Louisiana miles;

xi.  thevalueofbargesshall be allocated to Louisiana
on the basis of the ratio of barge miles traveled
in Louisiana to total barge miles. In the deter-
mination of Louisiana barge miles, one-half
of the mileage of navigable rivers or streams
bordering on both Louisiana and another state
shall be considered Louisiana miles;

xii.  the value of work and miscellaneous equipment
shall be allocated to Louisiana in the following
manner:

(a). in the case of a railroad, on the basis of the ratio
of track miles in Louisiana to total track miles;

(b). in the case of truck and bus transportation, on
the basis of the ratio of route miles operated in
Louisiana to total route miles; and

(c). in the case of inland waterway transporta-
tion, on the basis of the ratio of bank miles in
Louisiana to total bank miles. In the deter-
mination of bank mileage of navigable rivers
or streams bordering on both Louisiana and
another state, one-half of such mileage shall be

considered Louisiana miles;

xiti. the value of other floating equipment shall be
allocated to Louisiana on the basis of the ratio of
operating equipment miles within Louisiana to
total operating equipment miles for the particular
equipment to be allocated. In the determination
of Louisiana operating equipment miles, one-
half of the mileage of navigable rivers or streams
bordering on both Louisiana and another state
shall be considered Louisiana miles;

xiv. the value of flight equipment shall be allocated
to Louisiana on the basis of the ratio of ton miles
flown within Louisiana to total ton miles. For
the purpose of determining Louisiana ton miles,
a passenger and bis luggage shall be assigned a
weight factor of one tenth of one ton;

xv.  the value of inventories of merchandise in tran-
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sit shall be allocated to the state in which their
delivery destination is located in the absence of
conclusive evidence to the contrary;

xvi. all other corporeal movable property shall be
allocated to Louisiana on the basis of such ratio
or ratios as will reasonably reflect the extent of
their use within this state. In any case where the
information necessary to determine the prescribed
ratio is not readily available from the taxpayer’s
records, the secretary may require the allocation
of the value of the property on the basis of any
method deemed reasonable by the secretary.

h.  All other assets shall be allocated within or with-
out Louisiana on such basis as may be reasonably
applicable to the particular asset and the type of
business involved. Investments in or advances to a
partnership shall be attributed within and without
Louisiana based on the proportion of the partner-
ship’s capital employed in Louisiana. The proportion
of the partnership’s capital employed in Louisiana is
the allocation ratio, also known as the franchise tax
apportionment ratio, that would be computed for
the partnership if the partnership were a corporation
subject to franchise tax.

B. Allocation of Intercompany Items

1.

Without regard to the legal or commercial domicile of a
corporation subject to the corporation franchise tax, and
without regard to the business situs of investments in or
advances to a subsidiary or parent corporation by a cor-
poration subject to the corporation franchise tax , all such
investments in, advances to, and revenue from such parent
or subsidiary shall be allocated to Louisiana on the basis
of the percentage of capital employed in Louisiana by the
parent or subsidiary corporation for franchise tax pur-
poses. The corporation franchise tax ratio of the parent or
subsidiary shall be the measure of the extent to which the
investment in, advances to, and revenues from the parent
or subsidiary are attributable to Louisiana for purposes of
determining the revenue and property ratios to be used in
allocating the total taxable base of any corporation subject
to the corporation franchise tax.

A subsidiary corporation is any corporation the majority
of the capital stock of which is actually, wholly, or substan-
tially owned by another corporation and whose manage-
ment, business policies, and operations are, howsoever,
actually, wholly, or substantially controlled by another
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corporation. Such latter corporation shall be termed the
parent corporation.

In general, the ownership, either directly or indirectly, of
more than S0 percent of the voting stock of any corpora-
tion constitutes control of that corporation’s management,
business policies, and operations, whether such control is
documented by formal directives from the owner of such
stock or not.

Other criteria which will be construed to constitute control
of the management, business policies, and operations of a
corporation are:

a. the filing of a consolidated income tax return in
which operations of the corporation are included
with operations of the corporation owning more than
50 percent of its stock for purposes of determining
its federal income tax liability, foreign tax credits,
investment credits, other credits against its tax, and
the alternative minimum tax; or

b.  the requirement or policy that the purchase of a major-
ity of the merchandise, equipment, supplies, or services
required for operations be made from the corporation
owning more than S0 percent of its stock, its designee,
or from another corporation in which the owning cor-
poration owns more than 50 percent of the stock; or

. therequivement or policy that a majority of sales of mer-
chandise, products, or service be made to the corporation
owning more than 50 percent of its stock, its designee, or
to another corporation in which the owning corporation
owns more than 50 percent of the stock; or

d. the participation in a retirement, profit-sharing, or
stock option plan administered by or participating
in the profits or purchase of stock of the corporation
owning more than 50 percent of its stock; or

e.  the filing of reports with the Securities and Exchange
Commission or other regulatory bodies in which its
operations, assets, liabilities, and other financial
information are reflected as a part of similar infor-
mation of the corporation owning more than S0
percent of its stock; or

[ the presence on its board of directors of a majority of

members who are directors, officers, or employees of the
corporation owning more than 50 percent of its stock.

5. In the case of a corporation that owns more than 50 per-

cent of a corporation, the burden of proving that control of
the management, business policies, and operations of the
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latter does not exist shall rest with the taxpayer.
6.

Accounts receivable which may be considered to be advanc-
es resulting from normal trading between the companies
in the regular course of business and the sales of merchan-
dise, products, or services in such transactions shall not
be included in advances to or revenue from a parent or
subsidiary under this provision, but shall be allocated and
attributed as provided in R.S. 47:606(A4) and the regula-

tions issued thereunder.

C. Minimum Allocation; Assessed Value of Real and Personal
Property. The minimum amount of taxable capital upon
which the corporation franchise tax is calculated shall be the
total assessed value of all real and personal property of a cor-
poration in this state. Total assessed value is construed to be
the value, after any and all exemptions, upon which the ad
valorem tax is based. The assessed value to be used as the basis
for the minimum tax calculation is the value upon which the
ad valorem tax was calculated for the calendar year preceding
the year in which the corporation franchise tax is due.

AUTHORITY NOTE:  Promulgated in accordance with R.S.
47:606.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985), repromulgated by the Department
of Revenue, Policy Services Division, LR 30:453 (March 2004),
amended LR 31:696 (March 200S), LR 32:41S (March 2006).

R.S. 47:607. Railroad corporations

A. Incorporated in more than one state. Any railroad corpora-
tion incorporated under and by virtue of the laws of more
than one state, shall compute its tax in the same manner as a
foreign corporation.

. Domestic railroad corporations with foreign subsidiaries.
Any railroad corporation organized only under the laws of
Louisiana and which, in whole or in part, operates, does busi-
ness or owns property and assets outside of the state, cither
directly, or indirectly through one or more foreign subsidiary
corporations, the capital stock, and funded debt of which to
the extent of at least cighty per centum (80%) each is owned
by the railroad corporation organized only under the laws of
Louisiana, shall compute its tax as follows:

For the purpose of such computation the total of the property
and assets of the corporation organized only under the laws of
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Louisiana, both within and without the state, shall include the
property and assets of its foreign subsidiary or subsidiaries; the
total volume of business done by the corporation, both within
and without the state, shall include the volume of business done
by its foreign subsidiary or subsidiaries; there shall be included
in the report of the corporation a comparative consolidated
balance sheet of the corporation and its foreign subsidiary or
subsidiaries, as of the beginning and close of its last calendar
year or fiscal year; and the entire issued and outstanding capital
stock, surplus and undivided profits of the corporation shall be
deemed to be the entire issued and outstanding capital stock,
surplus and undivided profits, determined as herein provided,
of the corporation and its foreign subsidiary or subsidiaries on
the basis of their consolidated accounts.

R.S. 47:608. Exemptions

The provisions of this Chapter do not apply to corporations
organized for the following purposes:

(1) (a) Labor corporations and corporations organized by
labor unions or labor organizations for the purpose of
holding title to property, collecting income therefrom,
and turning the entire amount thereof less expenses
over to such labor union or labor organization for its use
in accordance with law, no part of the net earnings of
which inures to the benefit of any private stockholder;

(b) Family agricultural and family horticultural corpo-
rations organized under the laws of and domiciled
in the state of Louisiana, provided, however, that
family agricultural and family horticultural corpo-
rations shall be exempt only if seventy-five percent
of the beneficial ownership of the corporation
is held by, or for the benefit of, members, or the
spouses of members, of a family, and at least eighty
percent of its gross revenues are derived from the
production, harvesting, and preparation for mar-
ket of raw agricultural products produced by such
corporation. Member of a family shall include only
brothers and sisters, spouses, ancestors, and lineal
descendants. In determining whether any of these
relationships exist, full effect shall be given to a legal
adoption.

Agricultural and horticultural corporations orga-
nized under the laws of and domiciled in the state of
Louisiana, other than family corporations exempt
under the provisions of Subparagraph (1)(b) of this

Section, which derive at least eighty percent of their
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(2)

gross income from the production, harvesting, and
preparation for market of raw agricultural or hor-
ticultural products produced by such corporations,
provided that such exemption shall apply only to
corporations whose gross income does not exceed
five hundred thousand dollars per year.

Mutual savings banks, national banking corporations
and banking corporations organized under the laws of
the state of Louisiana who pay a tax for their sharchold-
ers or whose sharcholders pay a tax on their shares of
stock under other laws of this state, and building and
loan associations;

Fraternal beneficiary societies, orders, or associations
operating under the lodge system or for the exclusive
benefit of the members of a fraternity itself operating
under the lodge system, and providing for the payment
of life, sick, accident, or other benefits to members of
such society, order or association or their dependents;

Cemetery companies owned and operated exclusively
for the benefit of their members or which are not oper-
ated for profit; and any corporation chartered solely
for burial purposes as a cemetery corporation and not
permitted by its charter to engage in any business not
necessarily incident to that purpose, no part of the net
carnings of which inures to the benefit of any private
shareholder or individual;

Corporations and any community chest, fund, or foun-
dation, organized and operated exclusively for religious,
charitable, scientific, literary, or educational purposes or
for the prevention of cruelty to children or animals, no
part of the net earnings of which inures to the benefit of
any private shareholder or individual, and no substantial
part of the activities of which is carrying on propaganda,
or otherwise attempting to influence legislation;

Business leagues, chambers of commerce, real estate
boards, or boards of trade, not organized for profit and
no part of the net earnings of which inures to the ben-
efit of any private shareholder or individual;

Civic leagues or organizations not organized for profit
but operated exclusively for the promotion of social wel-
fare, or local associations of employees, the membership
of which is limited to the employees of a designated per-
son or persons in a particular municipality, and the net
carnings of which are devoted exclusively to charitable,
educational, or recreational purposes, and no substantial
part of the activities of which is carrying on propaganda,
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(8)

or otherwise attempting to influence legislation;

Clubs organized and operated exclusively for pleasure,
recreation, and other nonprofitable purposes, no part
of the net earnings of which inures to the benefit of any
private shareholder;

Benevolent life insurance associations of a purely local
character, mutual ditch or irrigation companies, mutual
or cooperative telephone companies, or like organiza-
tions, but only if eighty-five per cent or more of the
income consists of amounts collected from members for
the sole purpose of meeting losses and expenses;

(10) Insurance corporations paying a premium tax under

Title 22 of the Louisiana Revised Statutes of 1950;

(11) Farmers’, fruitgrowers’, or like associations organized

and operated on a cooperative basis for the purpose of
marketing the products of members or other producers,
and turning back to them the proceeds of sales, less the
necessary marketing expenses, on the basis of either the
quantity or the value of the product furnished by them,
or for the purpose of purchasing supplies and equip-
ment for the use of members or other persons and turn-
ing over such supplies and equipment to them at actual
costs, plus necessary expenses. Exemption shall not be
denied any such association because it has capital stock,
if the dividend rate of such stock is fixed at not to exceed
the legal interest rate per annum on the value of the con-
sideration for which the stock was issued, and if substan-
tially all of such stock (other than nonvoting preferred
stock, the owners of which are not entitled or permitted
to participate, directly or indirectly, in the profits of the
association, upon dissolution or otherwise, beyond the
fixed dividends) is owned by producers who market
their products or purchase their supplies and equipment
through the association; nor shall exemption be denied
any such association because there is accumulated and
maintained by it a reserve required by state law or a rea-
sonable reserve for any necessary purpose. Such an asso-
ciation may market the products of nonmembers in an
amount the value of which does not exceed the value of
the products marketed for members, and may purchase
supplies and equipment for nonmembers in an amount
the value of which does not exceed the value of the sup-
plies and equipment purchased for members, provided
the value of the purchases made for persons who are
neither members nor producers does not exceed fifteen
per cent of the value of all its purchases.
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(12) Corporations organized by an association exempt

under the provisions of Paragraph (lI) of this Section
or members thereof, for the purpose of financing the
ordinary crop operations of such members or other
producers, and operated in conjunction with such
association. Exemption shall not be denied any such
corporation because it has capital stock, if the dividend
rate of such stock is fixed at not to exceed the legal inter-
est rate per annum on the value of the consideration for
which the stock was issued, and if substantially all such
stock (other than nonvoting preferred stock, the own-
ers of which are not entitled or permitted to participate
directly or indirectly, in the profits of the corpora-
tion, upon dissolution, or otherwise, beyond the fixed
dividends) is owned by such association, or members
thereof; nor shall exemption be denied any such corpo-
ration because there is accumulated and maintained by
it a reserve required by state law or a reasonable reserve
for any necessary purpose;

(13) Corporations organized for the exclusive purpose of

holding title to property, collecting income therefrom,
and turning over the entire amount thereof, less expens-
es, to organizations which are organized and operated
exclusively for religious, charitable, scientific, literary,

LAC 61:1.308. Exemptions
A. General

1.

Corporations organized for the purposes described in
§308.B.1-15 of this Section are fully exempt from the
payment of Louisiana Corporation Franchise Tax. Only
those corporations which meet the prescribed standards of
organization, ownership, control, sources of income, and
disposition of funds are exempt from the tax, whether or
not they may enjoy exemption from any other tax, fed-
eral, state, or local, or whether or not they may be specifi-
cally exempted from all taxes under the laws of the state in
which they were organized, chartered, or domiciled.

A corporation is not exempt from the corporation fran-
chise tax merely because it is a nonprofit organization.
In each case, an organization other than those described
in §308.B.1.a.ii and iii as limited by §308.B.1.c.i and
it, must file a verified application for exemption with the
secretary of Revenue and Taxation which shall include an
affidavit showing, in addition to such other information
as the secretary may deem necessary from any particular

applicant, the following:

a.  character of the organization;

b.  purpose for which organized;
and educational purposes, no part of the net earnings of P posef o & ’
which inures to the benefit of any private stockholder; ¢. itsactual activities;
(14) Voluntary employees’ beneficiary association provid- d.ownership of stock in the corporation;
ing for the payment of life, sick, accident, or other ben- e.  the source of its income;

efits to the members of such association or their depen-
dents, if no part of their net earnings inures (other than
through such payments) to the benefit of any private
shareholder or individual, and if eighty-five per cent or
more of the income consists of amounts collected from
members for the sole purpose of making such payments
and meeting expenses;

(15) Teachers’ retirement fund associations of a purely local

character, if no part of their net carnings inures (other
than through payment of retirement benefits) to the
benefit of any private sharcholder or individual, and
if the income consists solely of amounts received from
public taxation, amounts reccived from assessments
upon the teaching salaries of members, and income in
respect of investments.

=~

the disposition of its income;

whether or not any of its income is credited to surplus,
and if so, the intended future use of the retained
amounts;

h.  whether any of its income may inure to the benefit of
any sharebolder or individual;

i.  acopy of the charter or articles of incorporation,
J. bylaws of the organization;

k. the latest statement of the assets, liabilities, receipts,
and disbursements;

L. any other facts relating to its operations which affect
its right to exemption from the tax; and

a copy of the ruling or determination letter issued by
the federal Internal Revenue Service.

Amended by Acts 1950, No. 295, §1; Acts 1958, No. 437, §2;
Acts 1979, No. 609, §1, Acts 1981, No. 121, §2; Acts 1985, No. | 3. The required application for exemption may be filed by
103, §1; Acts 1987, No. 101, §1, eff. June 18, 1987. an organization before it has started operations or at any time it
can describe its operations in sufficient detail to permit a conclu-
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sion that it will be clearly exempt under the particular require-
ments of the Section for which the exemption is sought.

4. Once the secretary has issued a ruling or determina-

tion letter that an organization, except those described
in §308.B.1.4.ii and iii, as limited by §308.B.1.c.i and
i1, meets the exemption requirements, there is no man-
datory provision that it make a return or any further
showing that it meets the specified requirements unless
it changes the character of its organization or operations.
The secretary reserves the right to review any exemption
granted, and may require the filing of whatever informa-
tion deemed necessary to permit proper evaluation of the
exempt status.

No exemption will be granted to a corporation, other
than those described in §308.B.1.a.ii and iii, as limited
by §308.B.1.c.i and ii, organized and operated for the
purpose of carrying on a trade or business for profit, even
though its entire income may be contributed or distributed
to another organization or organizations which are them-
selves exempt from the tax.

An application for exemption filed by a corporation under
either the Louisiana income tax law or the Louisiana
corporation franchise tax law may be accepted by the secre-
tary as fulfilling the application requirements under both
laws. Taxpayers are cautioned, however, that approval
of exemption under either law does not grant exemption
under the other law in the absence of a statement con-
tained in the ruling to that effect.

A corporation is either entirely exempt from the corpora-
tion franchise tax law or it is wholly taxable. There is no
statutory provision under which partial exemption may be
granted.

B. Exempt Corporations

Labor, Agricultural or Horticultural Organizations

a.  Labor, agricultural, or horticultural organizations
which are exempt under this provision are those cor-
porations which have:

i.  no net income inuring to the benefit of any
stockholder or member and are educational
or instructive in character, and have as their
objects the betterment of conditions of those
engaged in such pursuits, or improvements of
the grade of their respective occupations; or

it.  atleast 75 percent of the beneficial ownership held
by or for the benefit of members, or the spouses of
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members of a family, and at least 80 percent of
total gross income is from the production, har-
vesting, and preparation for market of products
produced by the corporation; or

ifi.  at least 80 percent of total gross income of the
corporation derived from the production, har-
vesting, and preparation for market of products
produced by the corporation, but only if total
gross income of such corporation did not exceed

$500,000 for the previous year.

For purposes of this Subsection, agricultural includes
the art or science of cultivating land, harvesting crops
or aquatic resources, excluding minerals, or raising
livestock, poultry, fish, and crawfish. Thus, the follow-
ing types of organizations (but not limited therero)
which meet the requirements of §308.B.1.a.i, will be
deemed to be exempt from the tax:

i.  an organization engaged in the promotion of
artificial insemination of livestock;

ii.  a nonprofit organization of growers and pro-
ducers formed principally to negotiate with
processors for the price to be paid to members for
their produce;

iit. a nonprofit organization of persons engaged in
raising fish (or crawfish) as a cash crop on farms
that were formed to encourage better and more
economical methods of fish farming and to pro-
mote the interest of its members; or

iv.  parish fairs and like organizations formed to
encourage the development of better agricultur-
al and horticultural products through a system
of awards, and whose income is used exclusively
to meet the necessary expenses of upkeep and
operations.

corporations engaged in growing agricultural or hor-
ticultural products for profit are not exempt from
the tax, except as provided in §308.B.1.4.ii and iii,
subject to the following limitations:

i.  any corporation engaged in the production,
harvesting, and preparation for market of raw
agricultural products or horticultural products
produced by it and that has at least 80 percent
of its gross income from such pursuits is exempt
from corporation franchise tax, but only if 75

percent or more of the beneficial ownership in
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such corporation is held by or for the benefit of
a single family. For purposes of this Paragraph,
a single family shall consist of brothers, sis-
ters, spouses, ancestors, and lineal descendants,

including those legally adopted;

ii. any corporation engaged in the production,
harvesting, and preparation for market of raw
agricultural or horticultural products produced
by such corporation is exempt from corporation

[franchise tax, but only if:
(a). at least 80 percent of its income is from such

activity; and
(b). rotal gross income of the corporation for the pre-
vious year did not exceed $500,000.

Mutual Savings Banks, National Banking Corporations
and Banking Corporations Organized Under the Laws of

Louisiana, and Building and Loan Associations

a.  Mutual savings banks, national banking corpora-
tions, and building and loan associations are exempt
Sfrom the tax imposed by this Chapter regardless of

where organized.

b.  Banking corporations organized under the laws of the
state of Louisiana which are required by other laws of
this state to pay a tax for their shareholders, or whose
shareholders are required to pay a tax on their shares
of stock, are exempt.

¢. Banking corporations, other than those described in
§308.B.2.a and b above, organized under the laws
of a state other than the state of Louisiana are not
exempt from the tax.

Fraternal Beneficiary Societies, Orders or Associations
Operating Under the Lodge System. Fraternal beneficiary
societies, orders, or associations are exempt from tax only if
operated under the lodge system or for the exclusive benefit
of the members of a fraternity itself operating under the
lodge system. Operating under the lodge system means
carrying on its activities under a form of organization that
comprises local branches, chartered by a parent organiza-

tion, and largely self-governing, called lodges, chapters,

or the like. In order to be exempt, it is necessary that the
organization have an established system for the payment
of life, sick, accident, or other benefits to its members or
their dependents.

Cemetery Companies

a.  Cemetery companies are exempt fmm the corporation
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[franchise tax if:

i.  they are owned and operated exclusively for the
benefit of their lot owners who hold such lots for
bona fide burial purposes and not for the purpose
of resale, or they are not operated for profit;

ii.  they are not permitted by their charter to engage
in any business not necessarily incident to burial
purposes; and

iff.  no part of their net earnings inures to the benefit
of any private shareholder or individual.

b.  For purposes of this Paragraph, a nonprofit corporation
engaged in the operation of a crematory, which otherwise
meets the exemption qualifications set forth herein, will
be deemed to be an exempt cemetery company.

¢. Such companies may issue preferred stock entitling

the holders to dividends at a fixed rate not exceeding

8 percent per annum on the value of the consideration

for which the stock was issued, but only if the articles

of incorporation require that the preferred stock shall

be retired at par as soon as sufficient funds available

therefor are realized from sales, and that all funds not

required for the payment of dividends or for retire-

ment of the preferred stock shall be used for the care
and improvement of the cemetery property.

S. Commaunity Chests, Funds or Foundations

a.  Organizational and Operational Tests

i.  In order to be exempt as an organization
described in R.S. 47:608(5), an organization
must be both organized and operated exclu-
sively for one or more of the purposes specified
in such section. If an organization fails to meet
either the organizational test or the operational
test, it is not exempt.

ii.  The term exempt purpose or purposes as used
in this Section means any purpose or purposes
specified in R.S. 47:608(5), as defined and
elaborated in Subparagraph d of this Section
(see §308.B.5.d).

b.  Organizational Test
i.  In General

(a). An organization is organized exclusively for
one or more exempt purposes only if its articles
of organization (referred o in this Section as its
articles) as defined in §308.B.5.b.1i:
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(i1).

(b).

(c).

limit the purposes of such organization to one or
more exempt purposes; and,

do not expressly empower the organization to
engage, otherwise than as an insubstantial part
of its activities, in activities which in themselves
are not in furtherance of one or more exempt

purposes.

In meeting the organizational test, the organiza-

tion’s purposes, as stated in its articles, may be
as broad as, or more specific than, the purposes
stated in R.S. 47:608(5). Therefore, an orga-

nization which, by the terms of its articles, is
formed for literary and scientific purposes, within

the meaning of R.S. 47:608(5) shall, if it other-

wise meets the requirements in this Paragraph,

be considered to have met the organizational test.

Similarly, articles stating that the organization

is created solely to receive contributions and pay
them over to organizations which are described
in R.S. 47:608(5) and exempt from taxation

under R.S. 47:608(5) are sufficient for purposes

of the organizational test. Moreover, it is suf-

ficient if the articles set forth the purpose of the
organization to be the operation of a school for
adult education and describe in detail the man-

ner of the operation of such school. In addition, if
the articles state that the organization is formed
Jfor charitable purposes, such articles ordinarily

shall be sufficient for purposes of the organiza-

tional test (see §308.B.5.b.v) for rules relating to

construction of terms.

An organization is not organized exclusively
for one or more exempr purposes if its articles
expressly empower it to carry on, otherwise than
as an insubstantial part of its activities, activi-
ties which are not in furtherance of one or more
exempt purposes, even though such organiza-
tion is, by the terms of such articles, created for
a purpose that is no broader than the purposes
specified in R.S. 47:608(5). Thus, an organiza-
tion that is empowered by its articles to engage
in a manufacturing business, or to engage in
the operation of a social club does not meet the
organizational test regardless of the fact that its
articles may state that such organization is cre-
ated for charitable purposes within the meaning
of R.S. 47:608(5).

104

(d).

(e).

.
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(a).

().

(ii).

(iii).

(b).

iv.

In no case shall an organization be considered to
be organized exclusively for one or more exempt
purposes if, by the terms of its articles, the pur-
poses for which such organization is created
are broader than the purposes specified in R.S.
47:608(5). The fact that the actual operations
of such an organization have been exclusively in
furtherance of one or more exempt purposes shall
not be sufficient to permit the organization to
meet the organizational test. Similarly, such an
organization will not meet the organizational
test as a result of statements or other evidence
that the members thereof intend to operate only
in furtherance of one or more exempt purposes.

An organization must, in order to establish
its exemption, submit a detailed statement of
its proposed activities with and as a part of its
application for exemption.

Abrticles of Organization. For purposes of this sec-
tion, the term articles of organization or articles
includes the trust instrument, the corporate char-
ter, the articles of association, or any other written
instrument by which an organization is created.

Authorization of Legislative or Political
Activities

An organization is not organized exclusively
for one or more exempt purposes if its articles
expressly empower it:

to devote more than an insubstantial part of its
activities attempting to influence legislation by
propaganda,

to directly or indirectly participate in, or inter-
vene in (including the publishing or distribut-
ing of statements), any political campaign on
behalf of or in opposition to any candidate for
public office, or

to have objectives and to engage in activities
which characterize it as an action organization

as defined in §308.B.5.c.iii;

The terms used in §308.B.5.b.iii.(a).(i)-
(iii) shall have the meanings provided in
§308.B.5.c.

Distribution of Assets on Dissolution. An orga-

nization is not organized exclusively for one
or more exempt purposes unless its assets are
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vi.

dedicated to an exempt purpose. An organiza-
tion’s assets will be considered dedicated to an
exempt purpose, for example, if, upon dissolu-
tion, such assets would, by reason of a provision
in the organization’s articles or by operation
of law, be distributed for one or more exempt
purposes, or to the federal government, or to a
state or local government, for a public purpose,
or would be distributed by a court to another
organization to be used in such manner as the
court decides will best accomplish the general
purposes for which the dissolved organization
was orgﬂnizm’. However, an organization does
not meet the organizational test if its articles of
incorporation or the law of the state in which it
was created provided that its assets would, upon
dissolution, be distributed to its members or

shareholders.

Construction of Terms. The law of the state in
which an organization is created shall be con-
trolling in interpreting the terms of its articles.
However, any organization which contends
that such terms have, under state law, a dif-
ferent meaning from their generally accepted
meaning must establish such special meaning by
clear and convincing reference to relevant court
decisions, opinions of the state attorney general,
or other evidence of applicable state law.

Applicability of the Organization Test. A deter-
mination by thesecretary that an organization as
described in R.S. 47:608(5) and exempt under
R.S. 47:608(5) will not be granted the exemp-
tion unless such organization meets the organi-
zational test prescribed by this Subparagraph.
If an organization has been determined by
the secretary to be exempt as an 0rganization
described in R.S. 47:608(5) and such determi-
nation has not been revoked, the fact that such
organization does not meet the organization-
al test prescribed by this Subparagraph shall
not be basis for revoking such determination.
Accordingly, an organization which has been
determined to be exempt, and which does not
seck a new determination of exemption, is not
required to amend its articles of organization to

conform to the rules of this Subparagraph.

Operational Test
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Primary Activities. An organization will be
regarded as operated exclusively for one or more
exempt purposes only if it engages primarily in
activities which accomplish one or more of such
exempt purposes specified in R.S. 47:608(5).
An organization will not be so regarded if more
than an insubstantial part of its activities is not
in furtherance of an exempt purpose.

Distribution of Earnings. An organization is
not operated exclusively for one or more exempt
purposes if its net earnings inure in whole or
in part to the benefit of private shareholders or
individuals.

Action Organizations

(a). An organization is not operated exclusively for

(b).

().

(ii).

(c).

one or more exempt purposes if it is an action

organization as defined in §308.B.5.c.iii.(b),
(c), or (d).

An organization is an action organization if a
substantial part of its activities is attempting to
influence legislation by propaganda or other-
wise. For this purpose, an organization will be
regarded as attempting to influence legislation
if the organization:

contacts, or urges the public to contact, members
of a legislative body for the purpose of proposing,
supporting, or opposing legislation; or
advocates the adoption or rejection of legis-
lation. The term legislation, as used in this
Clause, includes action by the Congress, by any
state legislature, by any local council or similar
governing body, or by the public in a referen-
dum, initiative, constitutional amendment, or
similar procedure. An organization will not fail
to meet the operational test merely because it
advocates, as an insubstantial part of its activi-
ties, the adoption or rejection of legislation.

An organization is an action organization if it
participates or intervenes, directly or indirectly,
in any political campaign on behalf of or in
opposition to any candidate for public office.
The term candidate for public office means an
individual who offers himself, or is proposed
by others, as a contestant for an elective public
office, whether such office be national, state,
or local. Activities which constitute participa-
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d.

(d).

().

(i1).

(e).

tion or intervention in a political campaign
on behalf of or in opposition to a candidate
include, but are not limited ro, the publication
or distribution of written or printed statements
or the making of oral statements on behalf of or
in opposition to such a candidate.

An organization is an action ovganization zf it
has the following two characteristics:

its main or primary objective or objectives (as
distinguished from its incidental or secondary
objectives) may be attained only by legislation
or a defeat of proposed legislation; and

it advocates, or campaigns for, the attainment
of such main or primary objective or objectives
as distinguished from engaging in nonparti-
san analysis, study, or research and making
the results thereof available to the public. In
determining whether an organization has such
characteristics, all the surrounding facts and cir-
cumstances, including the articles and all activi-
ties of the organization, are to be considered.

An  action  organization, described in
§308.B.5.c.iti.(b) or (d), though it cannot qual-
ify under R.S. 47:608(5), may nevertheless
qualify as a social welfare organization under
R.S. 47:608(7) if it meets the requirements set
out in R.S. 47:608(7).

Exempt Purposes

i

(a).

().
(ii).
(ii).
(iv).
(v).
(vi).
(b).

In General

An organization may be exempt as an orga-
nization described in R. S. 47:608(5) if it is
organized and operated exclusively for one or

more of the following purposes:

religious;

charitable;

scientific;

literary;

educational; or

prevention of cruelty to children or animals.

An organization is not organized or operated
exclusively for one or more of the purposes speci-
fied in §308.B.5.d.1.(a) unless it serves a public
rather than a private interest. Thus, to meet the
requirement of this Subclause, it is necessary for
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(c).

(d).

7

(a).

(i).

(ii).
(iii).
(iv).

(b).

an organization to establish that it is not orga-
nized or operated for the benefit of private inter-
est such as designated individuals, the creator or
his family, shareholders of the organization, or
persons controlled, directly or indirectly, by such
private interest.

Since each of the purposes specified in
§308.B.5.d.1.(a) is an exempt purpose in itself,
an organization may be exempt if it is orga-
nized and operated exclusively for any one or
more of such purposes.

If, in fact, an organization is organized and
operated exclusively for an exempt purpose or
purposes, exemption will be granted to such
an organization regardless of the purpose or
purposes specified in its application for exemp-
tion. For example, if an organization claims
exemption on the ground that it is educational,
an exemption will not be denied if; in fact, it is
charitable.

Charitable Defined

The term charitable as used in R.S. 47:608(5)
in its generally accepted legal sense is not to be
construed as limited by the separate enumera-
tion in R.S. 47:608(5) of other tax-exempt
purposes which may fall within the broad out-
lines of charity as developed by judicial deci-
sions. Such term includes: relief of the poor and
distressed or of the underprivileged; advance-
ment of religion; advancement of education
or science; erection or maintenance of public
buildings, monuments, or work; lessening of the
burdens of government; and promotion of social
welfare by organizations designed to accomplish
any of the above purposes; or

to lessen neighborhood tension,
to eliminate prejudice and discrimination,

to defend human and civil rights secured by
law, or

to combat community deterioration and juve-
nile delinquency.

The fact that an organization which is orga-
nized and operated for the relief of indigent
persons may receive voluntary contributions
from the persons intended to be relieved will
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(a).
(i).

(i1).
(b).

(c).

().

(i1).

not necessarily prevent such organization from
being exempt as an organization organized and
operated exclusively for charitable purposes.

Thefact that an organization, in carrying out its
primary purpose, advocates social or civic chang-
es or presents opinions on controversial issues
with the intention of molding public opinion or
creating public sentiment to an acceptance of its
views does not preclude such organization from
qualifying under R.S. 47:608(5) so long as it
is not an action organization of any one of the

types described in §308.B.5.c.iii.
Educational Defined

In General. The term educational, as used in

R.S. 47:608(5), relates to:

the instruction or training of the individual
for the purpose of improving or developing his
capabilities, or

the instruction of the public on subjects useful to
the individual and beneficial to the community.

An organization may be educational even
though it advocates a particular position or
viewpoint, so long as it presents a sufficiently
[full and fair exposition of the pertinent facts as
to permit an individual or the public to form
an independent opinion or conclusion. On the
other hand, an organization is not educational
if its principal function is the mere presentation
of unsupported opinion.

Examples of Educational Organizations. The
Jfollowing are examples of organizations which,
if they otherwise meet the requirements of this
Subsection, are educational:

Example. An organization, such as a primary
or secondary school, a college, or a professional
or trade school, which has a regularly scheduled
curriculum, a regular faculty, and a regularly
enrolled body of students in attendance at a
place where the educational activities are regu-
larly carried on.

Example. An organization whose activities con-
sist of presenting public discussion groups, forums,
panels, lectures, or other similar programs. Such
programs may be on radio or television.

(iii). Example. An organization which presents a
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(iv).

iv.

(a).

(b).

(c).

().

(ii).

(iii).

course of instruction by means of correspondence
or through the use of television or radio.

Example. Museums, zoos, planetariums, sympho-
ny orchestras, and other similar organizations.

Scientific Defined

Since an organization may meet the require-
ments of R.S. 47:608(5) only if it serves a public
rather than a private interest, a scientific orga-
nization must be organized and operated in
the public interest (§308.B.5.d.1.(b). Therefore,
the term scientific, as used in R.S. 47:608(5)
includes the carrying on of scientific research in
the public interest. Research when taken alone
is a word with various meanings; it is not syn-
onymous with scientific, and the nature of par-
ticular research depends upon the purpose which
it serves. For research to be scientific within the
meaning of R.S. 47:608(5), it must be car-
ried on in furtherance of a scientific purpose.
The determination as to whether research is
scientific does not depend on such research being
classified as fundamental or basic, as contrasted

with applied or practical.

Scientific research does not include activities
of a type ordinarily carried on as an incident
to commercial or industrial operations, as, for
example, the ordinary testing or inspection of
materials or products, or the designing or con-
struction of equipment, buildings, etc.

Scientific research will be regarded as carried on
in the public interest:

if the results of such research (including any pat-
ents, copyrights, processes, or formulas resulting
from such research) are made available to the
public on a nondiscriminatory basis;

if such research is performed for the United
States, or any of its agencies or instrumen-
talities, or for a state or political Subdivision
thereof; or

if such research is directed toward benefiting the
public. The following are examples of scientific
research which will be considered as directed
toward benefiting the public, and, therefore,
which will be regarded as carried on in the pub-
lic interest:
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[a].

[b].

[c].

[d].

(d).

().

(ii).

scientific research carried on for the purpose of
aiding in the scientific education of college or
university students;

scientific research carried on for the purpose of
obtaining scientific information, which is pub-
lished in a treatise, thesis, trade publication, or
in any other form that is available to the inter-

ested public;

scientific research carried on for the purpose of
discovering a cure for a disease; or

scientific research carried on for the purpose
of aiding a community or geographical area
by attracting new industry to the community
or area or by encouraging the development of,
or retention of, an industry in the commu-
nity or area. Scientific research described in
§308.B.5.d.1v.(c) will be regarded as carried on
in the public interest even though such research
is performed pursuant to a contract or agree-
ment under which the sponsor or sponsors of the
research have the right to obtain ownership or
control of any patents, copyrights, processes, or
formulas resulting from such research.

An organization will not be regarded as orga-
nized and operated for the purpose of carry-
ing on scientific research in the public interest
and, consequently, will not qualify under R.S.
47:608(5) as a scientific organization, if:

such organization will perform research only
for persons who are (directly or indirectly) its
creators and who are not described in R.S.

47:608(5), or

such organization retains (directly or indi-
rectly) the ownership or control of more than an
insubstantial portion of the patents, copyrights,
processes, or formulas resulting from its research
and does not make such patents, copyrights,
processes, or formulas available to the public.
For purposes of this Subclause, a patent, copy-
right, process, or formula shall be considered
as made available to the public if such patent,
copyright, process, or formula is made available
to the public on a nondiscriminatory basis. In
addition, although one person is granted the
exclusive right to the use of a patent, copyright,
process, or formula, it shall be considered as
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e.

made available to the public if the granting
of such exclusive right is the only practicable
manner in which the patent, copyright, process,
or formula can be used to benefit the public. In
such a case, however, the research from which
the patent, copyright, process, or formula result-
ed will be regarded as carried on in the public
interest [within the meaning of §308.B.5.d.iv.
(c).(iii)] if it is carried on for a person described
in §308.B.5.d.iv.(c).(ii) or if it is scientific
research described in §308.B.5.d.iv. (c). (iii).

(¢). Thefact that any organization (including a col-
lege, university, or hospital) carries on research
which is not in furtherance of an exempt purpose
described in R.S. 47:608(5) will not preclude
such organization from meeting the require-
ments of R.S. 47:608(5) so long as the organi-
zation meets the organizational test and is not
operated for the primary purpose of carrying on
such research (see §308.B.5.e relating to organi-
zations carrying on a trade or business).

Organizations Carrying on Trade or Business. In

geneml, an organization may meet the requirements

of R.S. 47:608(5) although it operates a trade or
business as a substantial part of its activities, if the

operation of such trade or business is in furtherance of
the organization’s exempt purpose or purposes and if’
the organization is not organized or operated for the

primary purpose of carrying on an unrelated trade or
business. In determining the existence or nonexistence

of such primary purpose, all the circumstances must
be considered, including the size and extent of the
trade or business and the size and extent of the activi-

ties which are in furtherance of one or more exempt
purposes. An organization which is organized and
operated for the primary purpose of carrying on an

unrelated trade or business is not exempt under R.S.

47:608(5), even though it has certain religious pur-

poses, its property is held in common, and its profits
do not inure to the benefit of individual members of
the organization.

Business Leagues, Chambers of Commerce, Real Estate
Boards, and Boards of Trade. A business league is an asso-

ciation of persons having some common business interest,
the purpose of which is to promote such common interest

and not to engage in regular business of a kind ordinar-
ily carried on for profit. It is an organization of the same
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general class as a chamber of commerce or board of trade.
Thus, its activities should be directed to the improvement
of business conditions of one or more lines of business as
distinguished from the performance of particular services
for individual persons. An organization whose purpose is
to engage in a regular business of a kind ordinarily carried
on_for profit, even though the business is conducted on a
cooperative basis or produces only sufficient income to be
self sustaining, is not a business league. An association
engaged in furnishing information to prospective investors
to enable them to make sound investments is not a busi-
ness league since its activities do not further any common
business interest, even though all of its income is devoted
to the purpose stated. A stock or commodity exchange is
not a business league, a chamber of commerce, or a board
of trade within the meaning of R.S. 47:608(6) and is not
exempt from the tax.

7. Civic Leagues and Local Associations of Employees

a.  Civic leagues or organizations may be exempt, pro-

vided they are not organized or operated for profit,

and are operated exclusively for the promotion of
social welfare. An organization is operated exclusively

for social welfare only if it is primarily engaged in pro-

moting in some manner the common good and gen-

eral welfare of people in the community. An organi-

zation embraced within this provision is one which is

operated primarily for the purpose of bringing about
civic betterment and social improvements. A social
welfare organization will qualify for exemption as a

charitable organization if it falls within the defini-

tion of charitable set forth in §308.B.5.d.ii and is not
an action organization as set forth in §308.B.5.c.iii.

b.  The promotion of social welfare does not include
direct or indirect participation or intervention in
political campaigns on behalf of or in opposition to
any candidate for public office, nor is an organization
operated primarily for the promotion of social welfare
if its primary activity is operating a social club for
the benefit, pleasure, or recreation of its members, or
is carrying on a business with the general public in a
manner similar to organizations which are operated
for profit. See R.S. 47:608(6) and the regulations
issued thereunder, relating to business leagues and
similar organizations. A social welfare organization
may qualify under this section even though it is an
action organization described in §308.B if it other-
wise qualifies under this Section.
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¢. Local associations of employees described in R.S.
47:608(7) are expressly entitled to exemption. As
conditions to exemption, it is required that:

i.  membership of such an association be limited to
the employees of a designated person or persons
in a particular municipality;

ii.  the net earnings of the association be devoted

exclusively to charitable, educational, or recre-
ational purposes;

iff. its activities are confined to a particular com-
munity, place, or district. If the activities are
limited only by the borders of a state, it cannot
be considered to be local in character; and

iv.  no substantial part of the activities of the asso-
ciation is carrying on propaganda or otherwise
attempting to influence legislation.

8. Social Clubs

a.  The exemption provided by R.S. 47:608(8) applies
only to clubs which are organized and operated
exclusively for pleasure, recreation, and other non-
profitable purposes, but does not apply to any club
if any part of its net earnings inures to the benefit of
any private shareholder. In general, the exemption
extends to social and recreational clubs which are
supported solely by membership fees, dues, and assess-
ments. However, a club otherwise entitled to exemp-
tion will not be disqualified because it raises revenue
from members through the use of club facilities or in
connection with club activities.

b. A club which engages in business, such as making its
social and recreational facilities available to the gen-
eral public or by selling real estate or other products,
is not organized and operated exclusively for pleasure,
recreation, and other nonprofitable purposes, and is
not exempt. Solicitation by advertisement or other-
wise for public patronage to its facilities is prima facie
evidence that the club is engaging in business and is
not being operated exclusively for pleasure, recreation,
or social purposes. However, an incidental sale of
property will not deprive a club of its exemption.

9. Local Benevolent Life Insurance Associations, Mutual

Ditch or Irrigation Companies, Mutual Cooperative or
Telephone Companies, and Like Organizations

a. In order to be exempt under the provision of R.S.
47:608(9), an organization of the type specified must



LAC 61:1.308

Corporation Franchise Tax
Statutes and Regulations

receive at least 85 percent of its income from amounts
collected from members for the sole purpose of meeting
losses and expenses. If an organization issues policies
for stipulated cash premiums, or if it requires advance
deposits to cover the cost of insurance and maintains
investments from which more than 15 percent of its
income is derived, it is not entitled to an exemption.
Although it may make advance assessments for the
sole purpose of meeting future losses and expenses, an
organization may be entitled to the exemption pro-
vided that the balance of such assessments remaining
on hand at the end of the year is retained to meet
losses and expenses or is returned to members.

The phrase of a purely local character applies only to
benevolent life insurance associations and organiza-
tions exempt on the ground that they are organiza-
tions similar to a benevolent life insurance associa-
tion, and not to the other organizations specified in
R. 8. 47:608(9). An organization of a purely local
character is one whose business activities are con-
fined to a particular community, place, or district,
irrespective of political subdivisions. If the activities
of an organization are limited only by the borders of
a state, it cannot be considered to be purely local in
character.

10. Insurance Corporations. Insurance companies which pay
or which are required to pay a premium tax under the
provisions of Title 22 of the Louisiana Revised Statutes of
1950 are exempt from the corporation franchise tax.

11. Farmers’ and Fruit Growers’ Cooperatives

a.

Farmers’ cooperative marketing associations engaged
in the marketing of farm products for farmers, fruit
growers, livestock growers, dairymen, etc. and turning
back to the producers the proceeds of the sales of their
products, less the necessary operating expenses, on the
basis of either the quantity or the value of the products
Sfurnished by them, are exempt from the corporation
franchise tax. Nonmember patrons must be treated
the same as members insofar as the distribution of
patronage dividends is concerned. Thus, if products
are marketed for nonmember producers, the proceeds
of the sales, less necessary operating expenses, must be
returned to the patron from the sale of whose goods such
proceeds result, whether or not such patrons are mem-
bers of the association. In order to establish compliance
with the statutory requirement that the proceeds of
sales, less necessary operating expenses, be turned back
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b.

to all producers on the basis of either the quantity or the
value of the products furnished by them, it is necessary
for such an association to keep permanent records of the
business done with both members and nonmembers.
While patronage dividends must be paid to all produc-
ers on the same basis, the requirement is complied with
if an association, instead of paying patronage dividends
to nonmembers in cash, keeps permanent records from
which the proportionate share of the patronage divi-
dends due to nonmember producers can be determined,
and such shares are made applicable toward the pur-
chase price of a share of stock or of a membership in the
association.

An association which has capital stock will not for
such reason be denied exemption:

(i).  if the dividend rate of such stock is fixed at not
to exceed the legal rate of interest in the state of
incorporation on the value of the consideration
for which the stock was issued; and

(ii). if substantially all of such stock (with the excep-
tion noted below) is owned by producers who
market their products or purchase their supplies
and equipment through the association. Any
ownership of stock by others than such actual
producers must be satisfactorily explained in
the association’s application for exemption. The
association will be required to show that the
ownership of its capital stock has been restricted
as far as possible to such actual producers. If by
statutory requirement all officers of an associa-
tion must be shareholders, the ownership of a
share of stock by a nonproducer to qualify him
as an officer will not destroy the association’s
exemption. Likewise, if a shareholder for any
reason ceases to be a producer and the associa-
tion—because of a constitutional restriction or
prohbibition or other reason beyond the control
of the association—is unable to purchase or
retire the stock of such nonproducer, the fact
that under such circumstances a small amount
of the outstanding capital stock is owned by
shareholders who are no longer producers will
not destroy the exemption. The restriction
placed on the ownership of capital stock of an
exempt cooperative association shall not apply
to nonvoting preferred stock, provided the own-
ers of such stock are not entitled or permitted to
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participate, directly or indirectly, in the profits
of the association, upon dissolution or otherwise,

beyond the fixed dividends.

The accumulation and maintenance of a reserve
required by state statute, or the accumulation and
maintenance of a reasonable reserve or surplus for
any necessary purpose, such as to provide for the erec-
tion of buildings and facilities required in business
or for the purchase and installation of machinery
and equipment or to retire indebtedness incurred
Jfor such purposes, will not destroy the exemption. An
association will not be denied exemption because it
markets the products of nonmembers, provided the
value of the products marketed for nonmembers does
not exceed the value of the products marketed for
members. Anyone who shares in the profits of a farm-
ers’ cooperative marketing association and is entitled
to participate in the management of the association
must be regarded as a member of such association.

Cooperative associations engaged in the purchasing
of supplies and equipment for farmers, fruit growers,
livestock growers, dairymen, etc., and turning over
such supplies and equipment to them at actual cost,
plus the necessary operating expenses, are exempt. The
term supplies and equipment includes groceries and
all other goods and merchandise used by farmers in
the operation and maintenance of a farm or farmer’s
household. The provisions relating to a reserve or
surplus and to capital stock shall apply to associations
coming under this Paragraph. An association which
purchases supplies and equipment for nonmembers
will not for such reason be denied exemption, provid-
ed the value of the purchases for nonmembers does not
exceed the value of the purchases made for members,
and provided the value of the purchases made for
nonmembers who are not producers does not exceed
15 percent of the value of all its purchases.

In order to be exempt under R.S. 47:608(11), an
association must establish that it has no income for
its own account other than that reflected in a reserve
or surplus authorized therein. An association engaged
both in marketing farm products and in purchasing
supplies and equipment is exempt only if it meets the
prescribed requirements for each of its functions.

To be exempt, an association must not only be orga-
nized but actually operated in the manner of and for
the purposes specified in R.S. 47:608(11).
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12.

13.

14.

¢ Cooperative organizations engaged in activities dis-
similar from those of farmers, fruitgrowers, and the
like, are not exempt.

Corporations Organized to Finance Crop Operations. A
corporation organized by a farmers’ cooperative market-
ing or purchasing association, or the members thereof; for
the purpose of financing the ordinary crop operations of
such members or other producers is exempt, provided the
marketing or purchasing association is exempt under the
provisions of R. S. 47:608(11) and the financing corpo-
ration is operated in conjunction with the marketing or
purchasing association. The provisions of R.S. 47:608(11)
relating to a reserve or surplus and to capital stock also
apply to corporations coming under this Paragraph.

Corporations Organized for the Exclusive Purpose of
Holding Title to Property

a.  Corporations organized for the exclusive purpose of
holding title to property are exempt from the corpora-
tion franchise tax, but only if:

i.  the entire amount of income from the property,
less expenses, is turned over to organizations
which are organized and operated exclusively

for:

(a). religious purposes;
(b). charitable purposes;
(c). scientific purposes;

(d).
(e).
ii.  no part of the net earnings inures to the benefit
of any private shareholder or any organization
organized and operated for a purpose other than
those enumerated under §308.B.13.a.i.(a),
whether or not the benefiting organization is

exempt under other provisions of R.S. 47:608.

literary purposes; or

educational purposes; and

b.  Corporations whose articles of incorporation or by-
laws permit activities other than the holding of title
to property, collecting the income therefrom, paying
the necessary expenses of operating the property, and
turning over the entire amount of its income, after
expenses, to the specified types of organizations are not
exempt.

Voluntary Employees’ Beneficiary Associations

a.  Ingeneral, theexemptionprovidedbyR.S.47:608(14)
applies if all of the following requirements are met:
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iv.

the organization is an association of employees;

membership of the employees in the association
is voluntary;

the organization is operated only for the purpose
of providing for the payment of life, sick, acci-
dent, or other benefits to its members or their

dependents;

no part of the net earnings of the organization
inures, other than by payment of the benefits
described in §308.B.14.a.iii, to the benefit of

any private sharebolder or individual; and

at least 85 percent of the income of the organiza-
tion consists of amounts collected from members

for the sole purpose of such payments of benefits

and meeting expenses.

b.  Explanation of requirements necessary to constitute
an organization described in R.S. 47:608(14) [LAC
61.1.308.B.14.b.ii]. For purposes of §308.B.14.b:

z.

(a).

Association of Employees

In general, an organization described in R.S.
47:608(14) must be composed of individuals
who are entitled to participate in the associa-
tion by reason of their status as employees who
are members of a common working unit. The
members of a common working unit include, for
example, the employees of a single employer, one
industry, or the members of one labor union.
Although membership in such an association
need not be offered to all the employees of a
common working unit, membership must be
offered to all of the employees of one or more
classes of the common working unit and such
class or classes must be selected on the basis
of criteria which do not limit membership to
shareholders, highly compensated employees, or
other like individuals. The criteria for defining
a class may be restricted by conditions reason-
ably related to employment, such as a limita-
tion based on a reasonable minimum period of
service, a limitation based on a maximum com-
pensation, or a requirement that a member be
employed on a full-time basis. The criteria for
defining a class may also be restricted by condi-
tions relating to the type and amount of benefits
offered, such as a requirement that members
need a reasonable minimum health standard
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(b).
(i).

(ii).
[a].

[b].

[c].

7

in order to be eligible for life, sick, or acci-
dent benefits, or a requirement which excludes,
or has the effect of excluding, employees who
are members of another organization offering
similar benefits to the extent such employees
are eligible for such benefits. Whether a group
of employees constitutes an acceptable class is a
question to be determined with regard to all the
facts and circumstances, taking into account the
guidelines set forth in this Clause. Furthermore,
exemption will not be barred merely because
the membership of the association includes some
individuals who are not employees (within the
meaning of §308.B.14.b.1.(b)) or who are not
members of the common working unit, pro-
vided that these individuals constitute no more
than 10 percent of the total membership of the
association.

Meaning of Employee

The term employee has reference to the legal and
bona fide relationship of employer and employee.

The term employee also includes:

an individual who would otherwise qualify for
membership under §308.B.14.b.i.(b).(i), but for
the fact that he is retired or on leave of absence;

an individual who would otherwise qualify
under §308.B.14.b.i.(b).(i), but subsequent
to the time he qualifies for membership he
becomes temporarily unemployed. The term
temporary unemployment means involuntary
or seasonal unemployment, which can reason-
ably be expected to be of limited duration. An
individual will still qualify as an employee
under §308.B.14.b.1.(b).(i), during a period of
temporary unemployment, he performs services
as an independent contractor or for another
employer; or

an individual who qualifies as an employ-
ee under the state or federal unemployment
compensation law covering his employment,
whether or not such an individual could qualify
as an employee under the usual common law
rules applicable in determining the employer-
employee relationship.

Explanation of Voluntary Association.
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(a).

(ii).

An association is not a voluntary association if
the employer unilaterally imposes membership
in the association on the employee as a condition
of his employment and the employee incurs a
detriment (for example, in the form of deduc-
tions from his pay) because of his membership in
the association. An employer will not be deemed
to have unilaterally imposed membership on
the employee if such employer requires mem-
bership as the result of a collective bargaining
agreement which validly requires membership
in the association.

Life, Sick, Accident, or Other Benefits

In general, a voluntary employee’s beneficiary
association must provide solely (and not merely
primarily) for the payment of life, sick, accident,
or other benefits to its members or their depen-
dents. Such benefits may take the form of cash or

non-cash benefits.
Life Benefits.

The term life benefits includes life insurance
benefits, or similar benefits payable on the death
of the member, made available to members for
current protection only. Thus, term life insur-
ance is an acceptable benefit. However, life
insurance protection made available under an
endowment insurance plan or a plan provid-
ing cash surrender values to the member is not
included. Life benefits may be payable to any
designated beneficiary of a member.

Sick and Accident Benefits.

A sick and accident benefit is, in general, an
amount furnished in the event of illness or per-
sonal injury to or on bebalf of members or their
dependents. For example, a sick and accident
benefit includes an amount provided under a
plan to reimburse a member for amounts he
expends because of illness or injury, or for premi-
ums which he pays to a medical benefit program
such as Medicare. Sick and accident benefits
may also be furnished in noncash form, such as
benefits in the nature of clinical care, services by
visiting nurses, and transportation furnished
for medical care.

(iii). Other Benefits.
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iv.

The term other benefits includes only benefits
Sfurnished to members or their dependents which

are similar to life, sick and accident benefits.

A benefit is similar to a life, sick or accident
benefit if it is intended to safeguard or improve

the health of the employee or to protect against
a contingency which interrupts earning power.

Thus, paying vacation benefits, subsidizing rec-

reational activities such as athletic leagues,

and providing vacation facilities are considered
other benefits since such benefits protect against
physical or mental fatigue and accidents or
illness which may result therefrom. Severance

payments or supplemental unemployment com-

pensation benefits paid because of a reduction in

force or temporary layoff are other benefits since
they protect the employee in the event of inter-

ruption of earning power. However, severance
payments at a time of mandatory or voluntary

retirement and benefits of the type provided by

pension, annuity, profit-sharing, or stock bonus
plans are not other benefits since their purpose
is not to protect in the event of an interrup-

tion of earning power. Furthermore, the term

other benefits does not include the furnishing of
automobile or fire insurance or the furnishing of
scholarships to the members’ dependents.

Inurement to the Benefit of Any Private
Shareholder or Individual.

No part of the net earnings of the organi-
zation may inure to the benefit of any pri-
vate shareholder or individual other than
through the payment of benefits described in
§308.B.14.b.iii. The disposition of property to,
or the performance of services for, any person
Jfor less than its cost (including the indirect
costs) to the association, other than for the
purpose of providing such a benefit, will consti-
tute inurement. Further, the payment to any
member of disproportionate benefits will not
be considered a benefit within the meaning of
§308.B.14.b.iii even though the benefit is of the
type described in §308.B.14.b.iii. For example,
the payment to highly compensated personnel of
benefits which are disproportionate in relation
to benefits received by other members of the
association will constitute inurement. However,
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the payment to similarly situated employees
of benefits which differ in kind or amount
will not constitute inurement if such benefits
are paid pursuant to objective and reasonable
standards. For example, two employees who
are similarly situated while employed receive
unemployment benefits which differ in kind
and amount. These unemployment benefits
will not constitute inurement if the reason for
the larger payment to the one employee is to
provide training for that employee to qualify
for reemployment and the other employee has
already received such training. Furthermore,
the rebate of excess insurance premiums based
on experience to the payor of the premium, or
a distribution to member-employees upon the
dissolution of the association, will not constitute
inurement. However, the return of contribu-
tions to an employer upon the dissolution of the
association will constitute inurement.

Meaning of the term income.

The requirement of R.S. 47:608(14) thar 85
percent of the income of a voluntary employ-
ees’ beneficiary association consist of amounts
collected from members and amounts contrib-
uted by the employer for the sole purpose of
making payment of the benefits described in
§308.B.14.b.iii (including meeting the expenses
of the association) assures that not more than a
limited amount (15 percent) of an association’s
income is from sources such as investments, sell-
ing goods, and performing services, which are
foreign to what must be the principal source
of the association’s income, i.e., the employ-
ees. Therefore, the term income as used in
R.S. 47:608(14) means the gross receipts of
the organization for the taxable year, includ-
ing income from tax-exempt investments (but
exclusive of gifts and donations) and computed
without regard to losses and expenses paid or
incurred for the taxable year. The term income
does not include the return to the association
of an amount previously expended. Thus, for
example, rebates of insurance premiums paid
in excess of actual insurance costs do not consti-
tute income for this purpose. In order to be an
amount collected from a member, it must be
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vi.

(a).

(b).

collected as a payment, such as dues, qualifying
the member to receive an allowable benefit, or
as a payment for an allowable benefit actually
received. For example, if the association fur-
nishes medical care in a hospital operated by it
for its members, an amount received from the
member as payment of a portion of the hospital
costs is an amount collected from such a mem-
ber. However, an amount paid by an employee
as interest on a loan made by the association is
not an amount collected from a member since
the interest is not an amount collected as pay-
ment for an allowable benefit received. For
the same reason, gross receipts collected by the
association as a result of employee purchases
of work clothing from an association-owned
store, or employee purchases of food from an
association-owned vending machine, are not
amounts collected from members. Amounts col-
lected from members or amounts contributed to
the association by the employer of the members
are not considered gifts or donations.

Record-Keeping Requirements

In addition to such other records which may be
required, every organization described in R.S.
47:608(14) must maintain records indicating
the amount of benefits paid by such organiza-
tion to each member. If the organization is
financed, in whole or in part, by amounts col-
lected from members, the organization must
maintain records indicating the amount of each
member’s contribution.

A supplemental unemployment compensation
benefit plan may also qualify for exemption
under the provisions of R.S. 47:608(14).

1S. Teachers’ Retirement Fund Associations. Teachers’ vetire-
ment fund associations are exempt from the corporation

[franchise tax only if:

a.

they are of a purely local character whose activities are
confined to a particular community, place, or district,
irrespective of political subdivisions, but if the activi-
ties ave limited only by the borders of a state, it cannot
be considered to be purely local in character;

its income consists solely of amounts received from
public taxation, assessments upon the teaching sala-
ries of members, and income from investments; and
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. no part of its net earnings inures (other than through
the payment of retivement benefits) to the benefit of
any private shareholder or individual.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:608.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February, 1985).

R.S. 47:609. Due date, payment and reporting of tax
A. (1). The tax levied by this Chapter is for the annual

accounting period, fiscal, or calendar year, regularly used
by the taxpayer in keeping its books, with no proration for
a portion of the year in the case of dissolution of domestic
corporations, or withdrawal from the state by foreign corpo-
rations, or where a corporation otherwise ceases to become
taxable under this Chapter. The tax is due on the first
day of each calendar or fiscal year and annually thereafter,
except provided for in paragraph (2) of this subsection, and
is computed on the basis of the previous calendar or fiscal
year closing. The tax is payable to the secretary on or before
the fifteenth day of the third month following the month in
which the tax is due. However, if the day on which the tax is
payable falls on a Saturday, Sunday, or legal holiday the tax
shall be payable on the next business day. With its payment
the taxpayer shall deliver to the secretary a full, accurate, and
complete report and statement signed by a duly authorized
official of the corporation, containing such information as
the secretary may require.

(2) (a) For taxable periods beginning after August 28,
2005, a corporation that incurred extraordinary debt
as a result of a gubernatorially declared disaster of 2005
may elect to compute its borrowed capital on the basis
of the calendar or fiscal year closing immediately prior
to August 28, 2005, if it meets cither of the following
conditions:

(i) Fifty percent or more of the corporation’s
revenue derived in the state for the fiscal
year closing immediately prior to August 28,
2005, was directly attributable to one or more
Hurricane Katrina or Hurricane Rita Federal
Emergency Management Agency Individual
Assistance Areas.

(ii) Fifty percent or more of the corporation’s

property and assets in the state were sit-
uated or used in one or more Hurricane
Katrina or Hurricane Rita Federal Emergency
Management Agency Individual Assistance
Areas on the date of the calendar or fiscal
year closing immediately prior to August 28,
2005.

(b) Extraordinary debt incurred as a result of a guberna-
torially declared disaster of 2005 means any borrowed
capital of a corporation to which Item (2)(a)(i) or (ii)
applies that is in excess of the borrowed capital on that
corporation’s books on the calendar or fiscal year clos-
ing immediately prior to August 28, 2005.

B. If permission is granted to change the corporate accounting
period as provided in R.S. 47:613, the corporation shall file a
return for the period from the end of the twelve-month peri-
od for which the tax had become due to the first fiscal closing
of the new accounting period. The tax to be paid in this case
shall be based on the preceding fiscal closing and shall be com-
puted by multiplying the ratio that the number of months
from the closing date under the prior accounting period to
the closing of the new accounting period bears to twelve,
times the tax as computed on the yearly basis. Subsequent
returns will be filed on the basis of the new accounting period
in accordance with the provisions of this Section.

Amended by Acts 1991, No. 368, §1, eff. July 6, 1991. Amended
by Acts 2005, Ist Ex. Sess., No. 27§1, eff. Aug. 15, 2005.

LAC 61:1.309. Due Date, Payment and Reporting of Tax

A. The corporation franchise tax becomes due on the first day of
each calendar or fiscal year in which a corporation is subject
to the tax, and is based on its entire issued and outstanding
capital stock, surplus, and undivided profits, and borrowed
capital determined as of the close of the previous calendar or
fiscal year. There is no proration of the tax for a portion of
the year in the case of dissolution of a domestic corporation,
withdrawal from the state by a foreign corporation, or where
a corporation otherwise ceases to be subject to the tax. The tax
is payable to the secretary of Revenue on or before the fifteenth
day of the third month following the month in which the tax
becomes due; in the case of a calendar year taxpayer, the tax
becomes due on January 1 and is payable to the secretary on or
before April 15. If the day on which the tax is payable falls on
a Saturday, Sunday, or legal holiday the tax is payable on the
next business day. For purposes of this section, fiscal or calendar
year shall be determined by reference to the annual accounting
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period regularly used by the corporation in keeping its books.

. Payment of the tax shall be accompanied by a full, accurate,
and complete report prepared on forms furnished by the sec-
retary of Revenue, which shall be signed by a duly authorized
official of the corporation.

. Whenever the secretary has granted permission to a corpora-
tion to change its accounting period under the provisions of
R.S. 47:613, the tax to be paid for the period from the end of
the last period for which the tax had already become due until
the end of the new accounting period shall be determined by
multiplying the ratio that the number of such months bears
to 12, times the tax computed for an annual period based on
the previous period’s closing. All subsequent returns shall be
prepared on the basis of the new accounting period.

The previous period’s closing means the closing of the new
accounting period.

Example: A taxpayer has been filing Corporation Income and
FEranchise Tax returns on a FYE June 30 basis. In December
2002, the taxpayer obtains approval to change his accounting
year-end to December 31. For franchise tax purposes, a taxpayer
will compute the franchise tax due based on its December 31,
2002 information and mul tiply the tax by 50 percent (6/12).
On its prior return, which was based upon the June 30, 2002
balance sheet, the taxpayer paid franchise tax through June
30, 2003. When the taxpayer changes its accounting perz'od
to December 31, 2002, the franchise tax is due only for the
period July 1, 2003 through December 31, 2003, a period of six
months. This short period return will be due April 15, 2003.

. In the case of a mere change in the name or change in the state
of incorporation, the tax shall be determined and paid as if the
change had not occurred.

. For provisions relating to newly taxable corporations, see R.S.

47:611.

. For provisions relatz'ng to requests for extensions of time within
which to file the report required by this Chapter, see R.S.
47:612.

. In the case of mergers which have an effective time and date
of 12 midnight of the last day of the merged corporation’s
accounting period which coincides with the last day of the
SUTVIVIng corporation g accounting perz'od, the SUrvIvIng corpo-
ration shall include the assets of the merged corporation with
its assets in computing the ratios of property and assets for the
purpose of determining the amount of tax due for the year fol-
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lowing the date of the merger.

H. If the surviving corporation was not previously subject to the
tax, it shall pay the minimum tax for the accounting period
within which such merger date occurs as required of newly tax-
able corporations under the provisions of R.S. 47:611.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:609 and 47:1511.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985), amended by the Department of
Revenue, Policy Services Division, L.R. 28:97 (]anuary 2002).

R.S. 47:611. Newly taxable corporation

Every corporation shall pay only the minimum tax of ten dol-
lars in the first accounting period or fraction thereof in which
it becomes subject to the tax levied herein. The tax is first due
immediately on the corporation’s becoming taxable under this
Chapter and is payable on or before the fifteenth day of the
third month after the month in which the tax is due. After the
first closing of the corporate books, the tax is payable as pro-

vided in R.S. 47:609.
Amended by Acts 1991, No. 368, §1, eff. July 6, 1991.

LAC 61:1.311. Newly Taxable Corporations

Note: Act 59 of 1986 revised the date the tax is payable to the
fifteenth day of the third month following the month in which the
tax accrues. The following regulation was promulgated prior to the
enactment of Act 59 and does not reflect the change in the statute.

A. Every corporation shall pay only the minimum tax in the first
accounting period or fraction thereof in which it becomes subject
to the tax. It is immaterial whether the corporation became
liable for the tax on the first day or the last day of the accounting
period regularly used by the taxpayer in keeping its books; the
minimum tax is due for that accounting period. The tax accrues
immediately upon the corporation’s becoming subject thereto.

. The tax for all accounting periods subsequent to the period in
which the corporation became subject to the tax accrues on the first

day of the period and is based on the previous period’s closing.

. In all instances, the tax is payable on or before the fifteenth
day of the fourth month following the month in which the tax

accrues.
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AUTHORITY NOTE: Promulgated in accordance with
47:611.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985).

R.S. 47:612. Extension of time for filing return and
paying tax

The secretary may grant an extension of time for filing returns

as provided for in R.S. 47:103(D) or R.S. 47:287.614(D).

Amended by Acts 1958, No. 437, §2; Acts 1985, No. 104, §1;
Acts 1987, No. 136, §1, eff. June 18, 1987.

LAC 61:1.312. Extension of Time for Filing Return
and Paying the Tax

A. When such application for an extension of time within which
to file the report required by this Chapter has been filed, the
secretary of Revenue and Taxation may grant such extension
Jfor a period not to exceed six months from the due date of the
report prescribed by R.S. 47:609 and R.S. 47:611. In any case
in which the taxpayer has filed a request for an automatic
extension of time within which to file its federal income tax
return with the U.S. Internal Revenue Service, a copy of the
automatic extension request attached to the report required by
this Chapter will be accepted by the secretary as an application
filed under this Section, and an extension equal to that grant-
ed by the federal government will be granted by Louisiana.

The granting of an extension of time within which to file the
report required by this Chapter does not automatically grant
an extension of time within which the tax shall be paid, and
the secretary may require payment of the estimated amount of
tax due as a condition to granting the report filing extension.

. Whenever an extension has been granted with respect to pay-
ment of the tax, interest accrues thereon for the period from the
payment date prescribed by R.S. 47:609 to the date on which
the tax is paid.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:612.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985).
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R.S. 47:613. Fiscal year defined; accounting period
not to be changed

“Fiscal year” as used in this Chapter, means an accounting
period of twelve months ending on the last day of any month
other than December. However, no fiscal year will be recog-
nized, unless, before its close, it was definitely established as an
accounting period by taxpayer and the books of such taxpayer
were kept in accordance therewith. No accounting period shall
be changed without the approval of the collector of revenue.

LAC 61:1.313. Fiscal Year; Accounting Period

A. Fiscal year means an accounting period of 12 months ending
on the last day of any month other than December. In the case
of a taxpayer that, in keeping its books, regularly uses a 52- ro
53-weck period permitted under R.S. 47:91(F), the secretary
of Revenue and Taxation may permit the use of such account-
ing period for purposes of this Chapter, provided that in any
case in which the effective date or the applicability of any
provisions of this Chapter is expressed in terms of taxable years
beginning or ending with reference to a specified date which is
the first or last day of a month, such 52- or 53-week accounting
period shall be treated:

1. as beginning with the first day of the calendar month
beginning nearest to the first day of such taxable period;
or

2. as ending with the last day of the calendar month ending
nearest to the last day of such taxable period, as the case
may be.

B. However, no fiscal year will be recognized unless, before its
close, it was definitely established as an accounting period and
the books of the taxpayer were kept accordingly.

C. Once an accounting period has been established, no change

from that period shall be made without the approval of the

secretary of Revenue and Taxation.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:613.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985).
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Corporation Franchise Tax
Statutes and Regulations

R.S. 47:614. Cost of collection
Repealed by Acts 1998, No. 4, §1, eff. June 4, 1998.

R.S. 47:615. Disposition of collections
Repealed by Acts 1998, No. 4, §1, eff. June 4, 1998.

R.S. 47:616. Franchise taxes by local governments
zrohibited

Parishes, cities and towns shall not levy a franchise tax on the
corporations taxed under this Chapter.

R.S. 47:617. Refunds and credits

A. An overpayment shall bear no interest if credit is given
therefore. Amounts actually refunded as overpayments shall
bear interest at the rate established pursuant to Civil Code
Article 2924(B)(3) per year computed from ninety days
after the filing date of the return showing the overpayment
or from the due date of such return, whichever is later.

The secretary may net any overpayments against the cor-
poration income taxes for the purpose of determining the
interest due under the provisions of R.S. 47:1601.

. No refund of franchise tax shall be paid by the secretary
until any claim of offset filed by the office of employment
security of the Department of Labor against the taxpayer
under R.S. 23:1733 has been satisfied.

Added by Acts 1976, No. 87, §1, eff. Jan. 1, 1997. Amended
by Acts 1982, No. 853, §1, eff. Oct. 1, 1982; Acts 1985, No.
106, §1, eff. June 29, 1985; Acts 1986, No. 597, §2, eff. July 6,
1986; Acts 1988, 1st Ex.Sess., No. 4, §1, eff. March 28, 1988,
Amended by Acts 1997, No. 1172, §8, eff. June 30, 1997.

LAC 61:1.317. Refunds and Credits
Repealed.

AUTHORITY NOTE: Promulgated in accordance with
R.S.47:601-617 and R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income and Corporation Franchise Taxes
Section, Office of Group III, LR 6:25 (January 1980), amended
LR 11:108 (February 1985), repealed by the Department of
Revenue, Policy Services Division, LR 30:470 (March 2004).
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R.S. 47:618. Trucking Company

Notwithstanding any other provisions of this Chapter to the
contrary, trucking companies which are not required to appor-
tion income to this state because they do not meet the minimal
nexus provisions of R.S. 47:287.95(C)(2) shall not be subject to

the corporation franchise tax.

Added by Acts 1998, No. 26, § 1, eff. June 24, 1998.
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Miscellaneous Provisions

R.S. 39:100.1 Sports Facility Assistance Fund

A. There is hereby created, as a special fund in the statetreasury,

the Sports Facility Assistance Fund hereafter sometimes
referred to as “the fund”.

. (1) Notwithstanding any other provision of law, after
compliance with the requirements of Article VII, Section
9(B) of the Constitution of Louisiana relative to the Bond
Security and Redemption Fund, and after a sufficient
amount is allocated from that fund to pay all of the obliga-
tions secured by the full faith and credit of the state which
become due and payable within any fiscal year, the treasurer
shall pay an amount equal to income taxes collected by the
state attributable to the income of nonresident professional
athletes and professional sports franchises that was earned
in Louisiana into the Sports Facility Assistance Fund.

(2) The monies in this fund shall be used solely as provided
by Subsection C of this Section and only in the amounts
appropriated by the legislature. All unexpended and
unencumbered monies in the fund at the end of the
fiscal year shall remain in the fund. The monies in the
fund shall be invested by the state treasurer in the same
manner as monies in the state general fund, and interest
earned on the investment of these monies shall be cred-
ited to the fund following compliance with the require-
ments of Article VII, Section 9(B) relative to the Bond
Security and Redemption Fund.

(3) For purposes of this Subpart, “professional athlete”
means an athlete that either plays for a professional
sports franchise or who is a member of a professional
sports association or league. A “professional sports fran-
chise” means a member team of a professional sports
association or league. “Professional sports association or
league” means any of the following:

(a) Professional Golfers Association of America.

b) National Football League.

c) National Basketball Association.

(
(
(d) National Hockey League.
(

e) East Coast Hockey League.
(f) Pacific Coast League.

C. Except as otherwise provided in this Subsection, the monies

in the fund shall be appropriated to the owner of the facility,
course, stadium, or arena at which nonresident professional
athletes and professional sports franchises earned income in
Louisiana. Except as otherwise provided in this Subsection,
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such monies appropriated shall be used for renovations, addi-
tions, operations, or maintenance of such facility, course, stadi-
um, or arena. Except for monies deposited in the fund resulting
from participation in the Pacific Coast League, monies appro-
priated to the Louisiana Stadium and Exposition District shall
be used solely and exclusively for renovation of the Superdome
and for stadium development. Monies deposited in the fund
resulting from participation in the Pacific Coast League and
appropriated to the Louisiana Stadium and Exposition District
shall be used solely and exclusively for renovations, operation,
and maintenance of the baseball facility owned by the district
in Jefferson Parish. Monies deposited in the fund resulting
from the golf tournament known as the Compagq Classic, or its
successor, shall be appropriated to the Classic Foundation, Inc.
for expenses of the foundation incurred in connection with the

Compagq Classic.

D. The secretary of the Department of Revenue is authorized
to prescribe regulations that provide for the proper attri-
bution of income taxes to the fund, and that require any
returns, schedules, and payments necessary to carry out the
purposes of this Section. All such regulations shall be pro-
mulgated in accordance with the Administrative Procedure

Act and shall have the full force and effect of law.

Added by Acts 2001, No. 1203 §1. Amended by Acts 2002, 1st
Ex. Sess., No. 146 §1, eff. April 23,2002; Acts 2003, No. 119§1,3
eff. May 28, 2003; Acts 2004, No. 88 §1, eff. May 28, 2004.

LAC 61:1.1520. Withholding by Professional Athletic
Teams

A. Definitions

Nonresident — any person not domiciled, residing in, or having
a permanent place of abode in Louisiana.

Professional Athletic Team — a member team of a professional
sports association or lmgue.

Team Member — shall include those employees of a profession-
al athletic team who are active players, players on the disabled
list, and any other persons required to travel and who travels
with and perform services on behalf of a professional athletic
team on a regular basis. This definition includes, but is not
limited to, coaches, managers, and trainers.

B. Withholding Requirement for Nonresident Team Members

1. Professional Athletic Teams not Domiciled in Louisiana

a.  Any professional athletic team that is not domiciled
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in Louisiana and that pays compensation to a non-
resident individual for services rendered to the team
within Louisiana shall be deemed to be an employer
making payment of wages and shall be required to
withhold Louisiana individual income tax from
that portion of the compensation for services rendered
to the team attributable to “duty days” spent in
Louisiana, as defined in LAC 61:1.1304(1), for each

game played in Louisiana.

This Section does not alter the professional athletic
team’s withholding requirements for team members
who are residents of Louisiana. The withholding for
these team members must be as provided for in R.S.
47:111.

Professional athletic teams with a Louisiana domicile.
Professional athletic teams that are domiciled in Louisiana
must withhold for all team members as provided for in
R.S. 47:111.

This Section does not alter any professional athletic team
member’s requirement to file the income tax schedule

required under LAC 61:1.1305.

C. Rate of Withholding. The withholding tax rate under this
Section shall be 4.2 percent of the compensation attributable
to “duty days” spent in Louisiana.

D. Due Date of Withholding Return and Payment. A withhold-
ing return and payment must be submitted for each game
played in Louisiana. The withholding return and payment
must be submitted on or before the last day of the month fol-
lowing the month in which the game was played.

E. Account Numbers

1. Each professional athletic team not domiciled in Louisiana
will be issued an identification number by the department.
2. The professional athletic team filing the withholding

return must be clearly identified by name, address and
Louisiana revenue account identification number. The
team’s federal employer identification number will not
be accepted as a substitute. The withholding return will
not be considered complete unless the team’s Louisiana
revenue account identification number is on the return.

F. Annual Reconciliation Schedule

1. All professional athletic teams that pay compensation to a
nonresident individual for services rendered to the team
within Louisiana must submit an annual withholding

reconciliation schedule that includes a list of all team
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members who received Louisiana source income during
the year. The list must include the following information:

a.  the name, social security number, and permanent

physical address of all team members regardless of

residency, and
b.  for each nonresident team member:

i.  the total number of duty days spent with the
team during the taxable year;

ii.  the number of duty days spent in Louisiana;

iit.  the total amount of compensation for services

rendered to the team;

iv.  the amount of compensation for services ren-
dered to the team in Louisiana; and
v.  the total amount deducted and withheld under

this Section.

2. The annual reconciliation schedule is due on or before
the first business day following February 27 of each year
for the preceding calendar year. The secretary may grant
a reasonable extension of time, not exceeding thirty days
Jfor the filing of the annual reconciliation schedule. The
annual reconciliation schedule is not considered to be
remitted until it is complete.

The permanent address listed on the annual reconciliation
schedule will be presumed to be the residence of the team
member for purposes of administering the Sports Facility
Assistance Fund.

G. Penalty for Failure to Timely Remit Schedules and Payments

1. The following penalties will be imposed for failure to

timely remit these returns, schedules, and payments.

a. In the case of failure to timely remit any return or
schedule required by this Section, the penalty shall
be five hundyred dollars for the first such failure, one
thousand dollars for the second such failure within
the three-year period beginning on the due date of
the first delinquent return or schedule, and two thou-
sand five hundred dollars for each subsequent failure
within the three-year period beginning on the due

date of the first delinquent return or schedule.

In the case of failure to timely remit any payment
required by this Section, the penalty shall be five
percent of the total payment due if the delinquency
is for not more than thirty days, with an additional
five percent for each additional thirty days or fraction
thereof during which the delinquency continues, not
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to exceed fifty percent of the amount due.
H. Exception to Withholding Requirement under this Section

1. The secretary may grant an exception to withholding
requirements under this Section to any professional ath-
letic team not domiciled in Louisiana that agrees in writ-
ing to file team composite returns and remit composite

payments as provided in LAC 61:1.1304(]).

The composite return and composite payment will be
considered to be a return and payment required by the
secretary to administer the provisions of the Sports Facility
Assistance Fund.

This agreement will be binding on the secretary and the
professional athletic team until it is revoked. Either party
may revoke this agreement.

AUTHORITY NOTE: Adopted in accordance with R.S.
39:100.1, R.S. 47:164(D), R.S. 47:295, R.S. 47:1511, and R.S.
47:1602.1.

HISTORICAL NOTE: Promulgated by the Department of
Revenue, Policy Services Division, LR 30:0000 (January 2004).

R.S. 47:6006. Tax credits for local inventory taxes paid

A. There shall be allowed a credit against any Louisiana income
or corporation franchise tax for ad valorem taxes paid to
political subdivisions on inventory held by manufacturers,
distributors, and retailers and on natural gas held, used, or
consumed in providing natureal gas storage services or oper-
ating natural gas storage facilities.

. Credit for taxes paid by corporations shall be applied to
state corporate income and corporation franchise taxes.
Credit for taxes paid by unincorporated persons shall be
applied to state personal income taxes. The taxpayer shall be
entitled to a refund for any allowable credit which exceeds
the aggregate tax liability of the taxpayer for the taxes
imposed by Chapter 1 and Chapter 5 of Subtitle II of this
Title.1 The secretary shall make such refund to the taxpayer
in the amount to which he is entitled from the current col-
lections of the taxes collected pursuant to Chapter 1 and
Chapter 5 of such Subtitle II.

. The term “manufacturer” as used herein means a person
engaged in the business of working raw materials into wares
suitable for use or which gives new shapes, qualities, or com-
binations to matter which already has gone through some
artificial process. The term “distributor” as used herein
means a person engaged in the sale of products for resale
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or further processing for resale. The term “retailer” as used
herein means a person engaged in the sale of products to the
ultimate consumer.

D. The credit provided in this Section shall be allowed as follows:

(1) For inventory taxes paid to political subdivisions on or
after July 1, 1992, and before June 30, 1993, the credit
shall be twenty percent of such taxes paid.

(2) For inventory taxes paid to political subdivisions on or
after July 1, 1993, and before June 30, 1994, the credit
shall be forty percent of such taxes paid.

(3) For inventory taxes paid to political subdivisions on or
after July 1, 1994, and before June 30, 1995, the credit
shall be sixty percent of such taxes paid.

(4) For inventory taxes paid to political subdivisions on or

after July 1, 1995, and before June 30, 1996, the credit
shall be eighty percent of such taxes paid.

(5) For inventory taxes paid to political subdivisions on or

after July 1, 1996, the credit shall be one hundred per-

cent of such taxes paid.

Added by Acts 1991, No. 153, §1. Amended by Acts 1994, No.
28, §1; Acts 2002, No. 11, § 1 eff. for taxable periods beginning
after December 31, 2002.

1In sub sec. B, see R.S. 47:21 et seq. and 47:601 et seq.

LAC 61:1.1902. Inventory Tax Credits
A. Tax Credits for Local Inventory Taxes Paid. R.S. 47:6006

allows a credit for ad valorem taxes paid to local governments
on inventory held by manufacturers, distributors, and retailers.

B. Application to Corporations. All entities taxed as corporations
for Louisiana income or corporation franchise tax purposes
shall claim any credit allowable for inventory taxes paid by
them on their corporation income and corporation franchise
tax return. This includes, but is not limited to:

1. S corporations;
2. partnerships taxed as corporations for income tax purposes;

3. limited liability companies (LLC’s) taxed as corporations
for income tax purposes.

C. Application to Individuals, Estates, and Trusts

All individuals shall claim on their individual income tax
returns any credit allowable for inventory taxes paid by them.

1

2. Estates or trusts shall claim on their fiduciary income tax
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returns any credit allowable for inventory taxes paid by them.

D. Application to Partnerships. Any credit allowable for inven-
tory taxes paid by partnerships not taxed as corporations shall
be claimed on the returns of the partners as follows.

1. Corporation partners shall claim the credit on their corpo-
ration income or corporation ﬁdnchise tax returns.

2. Individual partners shall claim the credit on their indi-
vidual income tax returns.

3. Partners that ave estates or trusts shall claim the credit on

their fiduciary income tax returns.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:6006 and R.S. 47:151 1.

HISTORICAL NOTE: Promulgated by the Department of
Revenue, Policy Services Division, LR 27:0000 (October 2001).

R.S. 47:6016. New markets tax credit

A. The legislature hereby finds and declares that the health,
safety, and welfare of the people of the state are dependent
upon the continued encouragement, development, growth,
and expansion of the private sector within the state, espe-
cially increased access to capital in certain disadvantaged
arcas of the state. Therefore, it is hereby declared that the
purpose of this Section is to encourage and attract private
sector capital investment to such areas within the state.

. As used in this Section, the following terms shall have the
following meanings:

(1) “Adjusted purchase price” shall mean the product of:

(a) The amount paid to the issuer of a qualified equity
investment for such qualified equity investment
and which, in turn, has been invested in qualified
low-income community investments.

A fraction, the numerator of which is the dol-
lar amount of qualified low-income community
investments held by the issuer of the qualified
equity investment in the state, determined as of
the credit allowance date for which the calculation
is made, and the denominator of which is the total
dollar amount of qualified low-income community
investments made by the issuer, determined as of
the credit allowance date for which the calculation
is made. For purposes of the initial credit allowance
date only, the issuer of the qualified low-income
community investment will be deemed to hold
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the amount of qualified low-income community
investments, both in the state and outside the state,
that the issuer projects in the applications for the
qualified equity investment submitted pursuant
to Subsection E of this Section. If the issuer of the
qualified equity investment fails to make sufficient
investments in the state to match such projections
by the first anniversary of its credit allowance date,
the state may disallow or recapture a portion of
the credits from the holder of the qualified equity
investment so that the credit earned for the initial
credit allowance date reflects the actual invest-
ments made by the issuer.

The maximum amount of qualified low-income com-
munity investments that may be issued by a single
business, on an aggregate basis with all of its affili-
ates, and be included in the calculation of the frac-
tion described in R.S. 47:6016(B)(1)(b) for qualified
equity investments issued after July 1, 2007, whether
to one or more issuers of qualified equity investments,
shall not exceed fifteen million dollars.

“Applicable percentage” means:

(a) Ten percent for the first two credit allowance
dates.

(b) Five percent with respect to the remainder of the
credit allowance dates.

“Credit allowance date” means with respect to any qual-
ified equity investment the date on which such invest-
ment is initially made and the first two anniversaries of
such date.

“Qualified equity investment”, “qualified low-income
community investments”, “qualified low-income com-
munity business” and “qualified business” shall have
the same meaning given to them in Section 45D of the
Internal Revenue Code, including otherwise qualified
businesses located in any special GO Zone Targeted
Population or similar census tracts approved as eligible
for receipt of qualified low-income community invest-
ments under Section 45D of the Internal Revenue
Code. No investment shall be considered a “qualified
equity investment” unless it has also been designated
as a “qualified equity investment” for the same amount
and is eligible for tax credits according to the provisions

of Section 45D of the Internal Revenue Code.
C. A natural or juridical person who holds a qualified equity

investment which, in turn, has been invested in a qualified
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low-income community investment on a credit allowance date
of such investment which occurs during the taxable year may
claim a credit against the person’s Louisiana income or corpora-
tion franchise tax for such taxable year equal to the applicable
percentage of the adjusted purchase price paid to the issuer of
such qualified equity investment for such investment which,
in turn, has been invested in qualified low-income community
investments for such credit allowance date.

. The total of all such credits taken by any person under
this Section shall not exceed such person’s total combined
income and corporation franchise tax liability for that tax-
able year. Any credits that are not used in the first taxable
year eligible for use shall carry forward and be eligible for use
in future taxable years for a period not to exceed ten years.

. The aggregate amount of credit for all qualified equity
investments issued to taxpayers, after July 1, 2007, under
this Section shall not exceed fifty million dollars, in the
aggregate, over the life of the program. An application for a
tax credit pursuant to this Section shall be submitted to the
secretary on forms established by the secretary prior to the
use of the credit, and the allocation of tax credits under this
Section shall be on a first-come, first-served basis.

(1) All entities taxed as corporations for Louisiana income
tax and franchise tax purposes shall claim any credit
allowed under this Section on their corporation income
and franchise tax return.

(2) Individuals, estates, and trusts shall claim any credit

allowed under this Section on their income tax return.

(3) Entities not taxed as corporations shall claim any credit
allowed under this Section on the returns of the part-
ners or members as follows:

(a) Corporate partners or members shall claim their
share of the credit on their corporation income tax
or franchise tax returns.

(b) Individual partners or members shall claim their

share of the credit on their individual income tax

or franchise tax returns.

(c) Partners or members that are estates or trusts shall

claim their share of the credit on their fiduciary
income tax returns.

(1) Any tax credits not previously claimed by any taxpayer
against its income or franchise tax may be transferred or
sold to another Louisiana taxpayer, subject to the following
conditions:
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(a) A single transfer or sale may involve one or more
transferees. The transferee of the tax credits may
transfer or sell such tax credits subject to the condi-
tions of this Subsection.

Transferors and transferees shall submit to the
Department of Revenue in writing, a notification
of any transfer or sale of tax credits within thirty
days after the transfer or sale of such tax credits. The
notification shall include the transferor’s tax credit
balance prior to transfer, the transferor’s remaining
tax credit balance after transfer, all tax identifica-
tion numbers for both transferor and transferee,
the date of transfer, the amount transferred, a copy
of the credit certificate price paid by the trans-
feree to the transferor, and any other information
required by the Department of Revenue. The noti-
fication submitted shall include a processing fee of
up to two hundred dollars per transferee.

(i) Failure to comply with this Paragraph will
result in the disallowance of the tax credit
until the taxpayers are in full compliance.

The transfer or sale of this credit does not
extend the time in which the credit can be
used. The carry forward period for credit that

is transferred or sold begins on the date on

(i)

which the credit was originally earned.

To the extent that the transferor did not have
rights to claim or use the credit at the time
of the transfer, the Department of Revenue
shall either disallow the credit claimed by the
transferee or recapture the credit from the

(iii)

transferee.

(2) The transferee shall apply such credits in the same man-
ner and against the same taxes as the taxpayer originally
awarded the credit.

G. Inany amount of the federal tax credit available with respect

to a qualified equity investment which is eligible for a credit
under this Section is recaptured pursuant to the provi-
sions of Section 45D of the Internal Revenue Code, the
Department of Revenue shall have the right to recapture
a portion of the credit granted with respect to such quali-
fied equity investment under this Section. The percentage
of the credit granted pursuant to this Section that may be
recaptured shall be equal to the percentage of the total fed-
eral credit earned with respect to such qualified equity. In
addition, if an issuer of a qualified equity investment that
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carned credits under this Section fails to maintain quali-
fied low-income community investments in this state in
an amount at least equal to the amount used in calculating
the credits issued hereunder through the sixth anniversary
of the credit allowance date of such qualified equity invest-
ment, the Department of Revenue shall have the right to
recapture the credits granted with respect to such qualified
equity investment under this Section.

H. The Department of Revenue shall promulgate such rules
and regulations as may be necessary to carry out the purpos-
es of this Section, including rules to facilitate the application
for and transfer of credits earned pursuant to this Section.

. Tax credits shall be allowed for qualified equity investments
which, in turn, have been invested in qualified low-income
community investments made on and after July 1, 2007,
until December 31, 2012.

Acts 2002, No. 66, §1, eff. Sept. 1, 2002; Acts 2005, No. 424,
§1, eff. July 11, 2005; Acts 2005, 1st Ex. Sess., No. 58, §1, eff.
Dec. 6,2005; Acts 2007, No. 379, §1, eff. July 1, 2007.

R.S. 47:6030. Wind or solar energy systems tax credit

A. There shall be a credit against the income tax for the cost of
purchase and installation of a wind energy system or solar
energy system, or both, by a resident individual at his resi-
dence located in this state or by the owner of a residential
rental apartment project. The credit may be claimed in cases
where the resident individual purchases a newly constructed
home with such a system already installed or where such a
system is purchased and installed at an existing home, or
where such systems are installed in new or existing apart-
ment projects.

B. (1) The credit shall be equal to fifty percent of the first
twenty-five thousand dollars of the cost of each wind energy
system or solar energy system, including installation costs,
that is purchased and installed on or after January 1, 2008.
The credit may be used in addition to any federal tax credits
earned for the same system. A taxpayer shall not receive any
other state tax credit, exemption, exclusion, deduction, or
any other tax benefit for property for which the taxpayer has
received a tax credit under this Section.

(2) In the case of an individual who purchases and installs
such a system, the tax credit shall be claimed on the
return for the taxable year in which such system is com-
pleted and placed in service. In the case of an individual
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who purchases a newly constructed home with such a
system, the tax credit shall be claimed on the return for
the taxable year in which the act of sale of the house
takes place. In the case of an apartment project owner
who purchases and installs such systems, the tax cred-
its for owner entities other than individuals shall be
claimed in accordance with the provisions of Subsection
E of this Section.

C. Notwithstanding any other provision of law to the contrary,

any excess of allowable credit over the aggregate tax liabili-
ties against which such credit may be applied, as provided in
this Section, shall constitute an overpayment, as defined in
R.S. 47:1621(A), and the secretary shall make a refund of
such overpayment from the current collections of the taxes
imposed by Chapter 1 or Chapter 5 of Subtitle II of this
Title, together with interest as provided in R.S. 47:1624.
The right to a credit or refund of any such overpayment
shall not be subject to the requirements of R.S. 47:1621(B).
All credits and refunds, together with interest thereof, must
be paid or disallowed within one year of receipt by the sec-
retary of any such claim for refund or credit. Failure of the
secretary to pay or disallow, in whole or in part, any claim
for a credit or a refund shall entitle the aggrieved taxpayer to
proceed with the remedies provided in R.S. 47:1625.

. As used in this Section:

(1) “Wind energy system” means a system of apparatus and
equipment with the primary purpose of intercepting
and converting wind energy into mechanical or elec-
trical energy and transferring this form of energy by a
separate apparatus to the point of use or storage.

(2) “Solar energy system” means an energy system with the
primary purpose of collecting or absorbing sunlight for
conversion into electricity or an energy system with the
primary purpose of collecting or absorbing solar energy
for conversion into heat for the purposes of space heat-
ing, space cooling, or water heating.

. Credits may be claimed in accordance with the following:

(1) Any entity taxed as a corporation for Louisiana income
tax and franchise tax purposes shall claim any credit
authorized according to the provisions of this Section
on its corporation income and franchise tax return.

(2) Any individual, estate, or trust shall claim any credit
authorized according to the provisions of this Section
on its income tax return.

(3) Any entity not taxed as a corporation shall claim any credit
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authorized according to the provisions of this Section on
the returns of the partners or members as follows:

(a) Corporate partners or members shall claim their
share of the credit on their corporation income tax
or franchise tax returns.

(b) Individual partners or members shall claim their
share of the credit on their individual income tax
or franchise tax returns.

(c) Partners or members that are estates or trusts shall
claim their share of the credit on their fiduciary
income tax returns.

F. The secretary of the Department of Revenue in consultation
with the secretary of the Department of Natural Resources
shall promulgate such rules and regulations in accordance with
the Administrative Procedure Act as may be necessary to carry
out the provisions of this Section. The rules and regulations
shall be promulgated within ninety days of the effective date of
this Section.

Acts 2007, No. 371, §1, eff. July 10, 2007.

R.S. 47:6033. Apprenticeship tax credits

A. For all taxable periods beginning after December 31, 2007
and ending prior to January 1, 2011, the legislature hereby
determines that a major impediment to the economy of
the state is the lack of an adequate number of people in the
workforce with sufficient on the job training to find and keep
good paying jobs already present and those that would be
here if more of the workforce was of higher quality. Further,
the legislature finds that the availability of a tax credit which
provides an incentive for businesses to employ apprentices
will be a step toward providing such a workforce.

B. (1) Employers shall be allowed a nonrefundable apprentice-
ship tax credit against any Louisiana individual or corpora-
tion income tax or corporation franchise tax cach tax year
equal to one dollar for each hour of employment of each
eligible apprentice, not to exceed one thousand hours for
each eligible apprentice, all as provided for in this Section.

(2) An cligible apprentice means a person who has entered
into a written apprentice agreement with an employer
or an association of employers pursuant to a registered
apprenticeship program as provided for in Chapter 4
of Title 23 of the Louisiana Revised Statutes of 1950
(R.S. 23:381 et seq.) or a person who is enrolled in a
training program accredited by the National Center
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for Construction Education and Research which has
no less than four levels of training and no less than five
hundred hours of instruction.

(3) The Louisiana Department of Labor and Department
of Revenue shall establish by rule the procedures suf-
ficient to determine the employer’s eligibility and the
amount of the tax credit.

(4) The Louisiana Department of Labor shall provide
to the Louisiana Department of Revenue an annual
list of businesses which participate in the registered
apprenticeship program as well as the number of eligible
employees that each employer has employed for the tax-
able year.

(5) The Department of Revenue shall determine, through
rules, the enrollment and transcript data required from
the National Center for Construction Education and
Research for students enrolled in one of its accredited
training programs which is sufficient for the depart-
ment to determine the employer’s eligibility for, and the
amount of the credit, authorized by the provisions of
this Section. However, in order to be eligible for a cred-
it, a student enrolled in a training program accredited by
the National Center for Construction Education and
Research must have successfully completed no less than
two levels of training and no less than two hundred fifty
hours of instruction.

C. The credits provided for in this Section shall be allowed

against income tax or corporate franchise tax for the taxable
period in which the credit is earned. If the tax credit exceeds
the amount of such taxes due, then any unused credit may
be carried forward as a credit against subsequent tax liability
for a period not to exceed ten years.

. Notwithstanding anything to the contrary in either Chapter

1 or Chapter 5 of Subtitle IT of this Title 47, as amended, the
following rules shall apply with respect to the application of
the credit established in Subsection B of this Section:

(1) The credit for taxes paid by or on behalf of a corpora-
tion shall be applied against Louisiana corporate income
and corporation franchise taxes of such corporation.

(2) The credit for taxes paid by an individual shall be

applied against Louisiana personal income taxes.

(3) The credit for taxes paid by or on behalf of a corpo-
ration classified under Subchapter S of the Internal
Revenue Code of 1954, as amended, as an S corporation
shall be applied first against any Louisiana corporate
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income and corporation franchise taxes due by such S
corporation, and the remainder of any such credit shall
be allocated to the shareholder or shareholders of such
S corporation in accordance with their respective inter-
ests and applied against the Louisiana income tax of
such sharcholder or sharcholders of the S corporation.

The credit for taxes paid by or on behalf of a partnership
shall be allocated to the partners according to their dis-
tributive shares of partnership gross income and applied
against any Louisiana income tax and corporation fran-
chise tax liability of such partners.

The character of the credit for taxes paid by or on behalf
of a partnership or S corporation and allocated to the
partners or sharcholders, respectively, of such partner-
ship or S corporation, shall be determined as if such
credit were incurred by such partners or shareholders, as
the case may be in the same manner as incurred by the
partnership or S corporation, as the case may be.

(6) The credit for taxes paid by an estate or trust shall be
applied against the Louisiana income tax imposed on
estates and trusts.

E. The Department of Labor, in consultation with the
Department of Revenue, shall promulgate rules and regula-
tions to carry out the purposes of this Section.

Acts 2007, No. 472, §1, eff. July 11, 2007.

R.S. 47:6101. Purpose

The legislature hereby determines that the benefits of quality
child care are indisputable, and that a striking connection exists
between children’s learning experiences well before kindergar-
ten and his or her later school success.

Acts 2007, No. 394, §1, eff. July 10, 2007.

R.S. 47:6102. Definitions

For purposes of this Chapter, the following terms shall have the
following definitions:

(1) “Child” or “children” means people who are five years of
age or less.

(2) “Child care facility” means any entity which the
Department of Social Services determines is eligible to
participate in the quality rating system according to cri-
teria set forth by rule adopted in the manner provided
for in R.S. 47:6103, has applied to the Department of

Social Services for evaluation under such system, and is

127

participating in the system.

(3) “Child care provider” means a taxpayer who owns an
eligible child care facility or facilities.

(4) “Child care resource and referral agencies” means those
agencies with whom the Department of Social Services has
contracted to provide child care resource and referral.

(5) “Eligible business child care expenses” means the total of
the following expenses of a business that supports qual-

ity child care as provided for in R.S. 47:6107:

(a) For the construction, renovation, expansion, or
major repair of an eligible child care facility, or
for the purchase of equipment for such facility, or
for the maintenance and operation thereof, not to
exceed fifty thousand dollars in expenses per tax
year.

For payments made to an eligible child care facility
for child care services to support employees not to
exceed five thousand dollars per child per tax year.

For the purchase of child care slots at eligible child
care facilities actually provided or reserved for
children of employees not to exceed fifty thousand
dollars per tax year.

(6) “Eligible child care director” means an individual as
defined in Title 48 of the Louisiana Administrative
Code, as amended, enrolled in the state practitioner
registry developed and maintained by the Department
of Social Services, and who is employed in an eligible
child care facility which participates in the quality rat-
ing system.

(7) “Eligible child care facility” means a child care facility
which has applied to the Department of Social Services
for an evaluation under its quality rating system and is
participating in the quality rating system.

(8) “Eligible child care staft” means an individual enrolled
in the state practitioner registry developed and main-
tained by the Department of Social Services and who
is employed in an eligible child care facility which
participates in the quality rating system and who oth-
erwise meets the qualifications provided for in Title 48
of the Louisiana Administrative Code, Chapter 53, as
amended.

(9) (a) “Quality rating” means the number of “stars” award-
ed to an eligible child care facility by the quality rating

system.

(b) The quality rating of the facility shall be based on
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the initial rating of the facility if it is the facility’s
first year participating in the quality rating system.
Thereafter, the quality rating shall be the rating of
the facility as of July first of each year.

(10) “Quality rating system” means a rule promulgated by
the Department of Social Services implementing the
Louisiana Quality Rating System which establishes cri-
teria for evaluating and rating the quality of an eligible
child care facility in terms of the award of “stars”, with
five “stars” being the highest quality child care facility.

Acts 2007, No. 394, §1, eff. July 10, 2007.

R.S. 47:6103. Implementation

A. (1) The Department of Social Services shall promul-
gate rules and regulations for the purpose of developing and
implementing the provisions of this Chapter in accordance
with the provisions of the Administrative Procedure Act.

(2) The Department of Social Services is authorized to use
the emergency rulemaking pocess for the first set of
rules developing and implementing this Chapter. Prior
to adoption of the emergency rule, the department shall
provide written notification that it intends to publish
such rule in the State Register and the rule shall be sub-
ject to approval by the Senate Committee on Revenue
and Fiscal Affairs and the House Committee on Ways
and Means. However, if such committees do not take
action on the rule within sixty days of publication in the
State Register, the rule shall become effective.

(3) Any promulgated rule which is first applicable to any
calendar year shall be finally adopted prior to December

first of the preceding calendar year.

In addition to the approval of oversight committees pro-
vided for in the Administrative Procedure Act, such rule
also shall be approved by the Senate Committee on Revenue
and Fiscal Affairs and the House Committee on Ways and
Means.

Acts 2007, No. 394, §1, eff. July 10, 2007.

R.S. 47:6104. Child care expense tax credit

A. There shall be a credit against Louisiana individual income
tax for child care expenses in addition to the credit provided
for such expenses in R.S. 47:297 4. Such credit shall be based
upon the credit provided for such expenses in R.S. 47:297.4
and shall be based upon the quality rating of the child care
facility which the child attends as follows:
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Percentage of the credit

Quality Rating of Child Care Facility

FIVE STAT coutiieectricrctrctrctrectecec et seaesene 200%
FOUL STAT vttt aeens 150%
TRICE STALurvurtrrerertererssesssessssssssssssssssssssssssssssssssssssssssssssssssssnsssns 100%
TWO STAT cetrrtreererrireseseessississeesssssssssasssssssssssssssssssssssssssssssssssssssassssnes 50%

One star or nonparticipating

B. Parents with multiple children shall calculate the credit of
each child separately. In the event that a single child receives
services in more than one child care facility in a single year,
the facility with the highest quality rating shall be used to

calculate the credit.

The credit shall be refundable or shall be carried forward as
provided for in R.S. 47:297 4.

C.

Acts 2007, No. 394, §1, eff. July 10, 2007.

R.S. 47:6105. Child care provider tax credit

There shall be a credit against any Louisiana individual or
corporation income tax or corporation franchise tax for a child
care provider refundable as provided for in R.S. 47:6108. The
tax credit shall be an amount based upon the average monthly
number of children who either participate in the Child Care
Assistance Program administered by the office of family sup-
port in the Department of Social Services or who are foster
children in the custody of the Department of Social Services,
and who are attending a child care facility or facilities operated
by the child care provider, multiplied by an amount which shall
be based upon the quality rating of each child care facility oper-
ated by the child care provider as follows:

Quality Rating of Child Care Facility ~ Tax Credit Per Eligible

Child Attending
FIVE STAT covtrreeecieretiseeieeiie e sisessses i s ssssessseees $1,500
FOUD STAT ettt sss s eeees $1,250
THICE ST cuutierreeererecirre st sbase e $1,000
TWO STAL werirvureeneeeeeessestssessee e ssase s st ss s ssse b siasesssessnse $750
One star or nonparticipating facility.......c..cooecreeeessneeevcernnnne. 0

Acts 2007, No. 394, §1, eff. July 10, 2007.

R.S. 47:6106. Credit for child care directors and staff

A. There shall be a credit against Louisiana individual income
tax refundable as provided for in R.S. 47:6108 for eligible child
care directors and eligible child care staff. The tax credit shall be
for the following amounts and shall be based upon the follow-



R.S. 47:6106

Miscellaneous Provisions

ing qualifications, but shall be adjusted for inflation as provided
for in Subsection C of this Section:

Child Care Director and Child Tax
Care Staft Qualification Credit
Level Four Director or Level Four Staff.......ccoovverervennee. $3,000
Level Three Director or Level Three Staff .......cccouvveee.e. $2,500
Level Two Director or Level Two Staff.......cccccceervrerrennc. $2,000
Level One Director or Level One Staff ........cooevcverrrerrennc. $1,500
B. The various levels of qualification for the tax credit for eli-

gible child care directors and eligible child care staff as pro-
vided for in Subsection A of this Section shall be as defined
in the Department of Social Services state practitioner
registry in Title 48 of the Louisiana Administrative Code,
as amended.

. Beginning calendar year 2009, the tax credit amounts pro-
vided for in Subsection A of this Section shall be adjusted
annually for each calendar year by the percentage increase
in the Consumer Price Index United States city average for
all urban consumers (CPI-U), as prepared by the United
States Department of Labor, Bureau of Labor Statistics, as
determined by the secretary of the Department of Revenue
on December first of the preceding calendar year.

. In order to receive the credit provided for in this Section,
the child care director or staff person shall file with his
income tax return an attestation form provided by the State
Practitioner Registry verifying that the individual meets all
the requirements and qualifications of a child care director
or staff person for the level claimed.

Acts 2007, No. 394, §1, eff. July 10, 2007.

R.S. 47:6107. Business-supported child care

A.(1) There shall be a refundable credit against any Louisiana
individual or corporation income tax or corporation franchise
tax for the eligible business child care expenses supported by a
business. The credit shall be the following percentages of such
eligible business child care expenses depending upon the quality
rating of the child care facility to which the expenses are related
or the quality rating of the child care facility the child attends:

Quality Rating of Child Percentage of eligible business
Care Facility child care expenses
FIVE STAT vttt sssaans 20%
FOUL STAT ottt sssaens 15%
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TRIEE SAL...couuirveererienciriecrie i sesse s sssssessssessassessanens 10%
TWO STAL cevvverereercrercrsenssssie s s ssssssasssssssssessssssssessssessassssssssssens 5%
One star or nonparticipating facility......cc..ceeeceveeesrecervernen. 0

(2) There shall be an additional refundable credit against any
Louisiana individual or corporation income tax or corpo-
ration franchise tax for the payment by a business of fees
and grants to child care resource and referral agencies not
to exceed five thousand dollars per tax year.

B. The credits provided for in this Section shall be allowed
against income tax or corporate franchise tax for the taxable
period in which the credit is earned. If the tax credit exceeds
the amount of such taxes due, then the unused credit shall

be refunded as provided for in R.S. 47:6108.
Acts 2007, No. 394, §1, eff. July 10, 2007.

R.S. 47:6108. Refundable tax credits

A. Notwithstanding any other provision of law to the contrary,
any excess of allowable credit provided in R.S. 47:6105,
6106, and 6107 and the refundable portion of the credit as
provided for in R.S. 47:6104 over the aggregate tax liabilities
against which such credit may be applied, as provided in
this Section, shall constitute an overpayment, as defined in
R.S. 47:1621(A), and the secretary shall make a refund of
such overpayment from the current collections of the taxes
imposed by Chapter 1 or Chapter 5 of Subrtitle II of this
Title, together with interest as provided in R.S. 47:1624.
The right to a credit or refund of any such overpayment
shall not be subject to the requirements of R.S. 47:1621(B).
All credits and refunds, together with interest thereof, must
be paid or disallowed within one year of receipt by the sec-
retary of any such claim for refund or credit. Failure of the
secretary to pay or disallow, in whole or in part, any claim
for a credit or a refund shall entitle the aggrieved taxpayer to

proceed with the remedies provided in R.S. 47:1625.

. Notwithstanding anything to the contrary in either Chapter
1 or Chapter 5 of Subtitle II of this Title, as amended, the
following rules shall apply with respect to the application of
the credit established in Subsection A of this Section:

(1) The credit for taxes paid by or on behalf of a corpora-
tion shall be applied against Louisiana corporate income
and corporation franchise taxes of such corporation.

(2) The credit for taxes paid by an individual shall be

applied against Louisiana personal income taxes.
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(3) The credit for taxes paid by or on behalf of a corpo-
ration classified under Subchapter S of the Internal
Revenue Code of 1954, as amended, as an S corporation
shall be applied first against any Louisiana corporate
income and corporation franchise taxes due by such S
corporation, and the remainder of any such credit shall
be allocated to the shareholder or shareholders of such
S corporation in accordance with their respective inter-
ests and applied against the Louisiana income tax of
such sharcholder or sharcholders of the S corporation.

(4) The credit for taxes paid by or on behalf of a partnership
shall be allocated to the partners according to their dis-
tributive shares of partnership gross income and applied
against any Louisiana income tax and corporation fran-
chise tax liability of such partners.

(5) The character of the credit for taxes paid by or on behalf
of a partnership or S corporation and allocated to the
partners or sharcholders, respectively, of such partner-
ship or S corporation, shall be determined as if such
credit were incurred by such partners or shareholders, as
the case may be in the same manner as incurred by the
partnership or S corporation, as the case may be.

(6) The credit for taxes paid by an estate or trust shall be
applied against the Louisiana income tax imposed on
estates and trusts.

Acts 2007, No. 394, §1, eff. July 10, 2007.

R.S. 47:6109. Recapture of credits

A. If the Department of Social Services or the Department of
Revenue find that a child care facility, a business, or an indi-
vidual has obtained a tax credit in violation of the provisions
of this Chapter, including but not limited to fraud or misrep-
resentation, then the taxpayer’s state income tax for such tax-
able period shall be increased by such amount necessary for the
recapture of the tax credit provided for in this Chapter.

B. (1) Credits granted to a taxpayer, but later disallowed, may
be recovered by the secretary of the Department of Revenue
through any collection remedy authorized by R.S. 47:1561
and initiated within three years from December thirty-first
of the year in which the credit was taken.

(2) The only interest that may be assessed and collected on
recovered credits is interest at a rate three percentage
points above the rate provided in R.S. 9:3500(B)(1),
which shall be computed from the original date of the
return on which the credit was taken.

C. The provisions of this Section are in addition to and shall
not limit the authority of the secretary of the Department
of Revenue to assess or to collect under any other provision
of law.

Acts 2007, No. 394, §1, eff. July 10, 2007.

LAC 61:1.1903. Administration of the School

Readiness Tax Credits
A. General School Readiness Tax Credit Provisions

1. For purposes of the tax credits in R.S. 47:6101 through
6109, a child will be deemed to be five years of age or less if
the child is five years of age or less on any day of the taxable

year for which a credit is claimed.

2. The term “business” as used in this requlation means any
for-profit or not-for-profit entity not including any indi-
vidual operating in their personal capacity.

3. The credits provided for in R.S. 47:6101 through 6109
are applicable against individual income tax and corpo-
ration income and franchise tax but not against income
taxes imposed on estates and trusts.

B. Child Care Expense Tax Credit

1. The Department of Revenue shall make available to gual-
ifying child care facilities a credit certificate to be given to
each taxpayer claiming the child care expense tax credit.
The credit certificate will consist of a provider portion of
the certificate and a taxpayer portion of the certificate.

2. The provider shall complete the provider portion of the
credit certificate and shall submit the certificate to each
taxpayer who had a child at the facility during the calen-
dar year no later than January 31 of the succeeding year.
The provider portion of the credit certificate will include,
but not be limited to, the following information: the child
care facility name, the child care facility star rating, the
child care facility Louisiana tax identification number,
the child care facility Department of Social Services license
number, the name of the child attending the facility and
the issue date and effective year. The provider shall submit
to the Department of Revenue a list of all taxpayers to
whom a certificate was issued.

3. The taxpayer shall complete the taxpayer portion of the
certificate which will include, but not be limited to, the fol-
lowing information: the name and social security number
of the taxpayer claiming the credit and the name, social
security number and date of birth for the qualifying child
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Jfor whom this credit is claimed on the tax return. The tax-
payer must submit or maintain the certificate as required
by the Secretary of the Department of Revenue in forms

and instructions.

The Department of Social Services shall provide information
necessary for the Secretary of the Department of Revenue to
determine the child care provider’s quality rating.

C. Child Care Provider Tax Credit

1.

The average monthly number of children as used in R.S.
47:6105 is to be determined on a calendar year basis
and the provider shall claim the credit for the tax year
that includes December 31. The child care provider tax
credit will be calculated based on the average monthly
number of children participating full-time in the Child
Care Assistance or Foster Care Program, from January to
December of a calendar year, as follows:

a.  full-time participation is considered when the Child
Care Assistance or Foster Care Program pays for at
least 12 days of service per child during the month; or

b.  part-time participation is considered when the Child
Care Assistance or Foster Care Program pays for at least
40 hours of service per child during the month; or

. part-time participation is considered when the Child
Care Assistance or Foster Care Program pays for at
least 5 days but no more than 11 days of service per
child during the month;

d. two part-time participants are considered one full-
time participant for purposes of this calculation.

The Department of Social Services shall provide docu-
mentation to each qualifying provider of the average
monthly number of children participating in the Child
Care Assistance Program or in the Foster Care Program.
Ifthe provider has multiple sites, the Department of Social
Services shall provide this information for each site. The
certificate shall be delivered or mailed to all qualifying
child care providers by March 1 of the year following the
year the credit is earned. The certificate shall include, but
not be limited to, the following information: the child care
facility name, the child care facility star rating, the child
care facility Department of Social Services license number
and the issue date and effective year.

Child care providers that operate as a corporation or sole
proprietorship shall submit or maintain the credit cer-
tificate as required by the Secretary of the Department of
Revenue in forms and instructions.
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For child care providers that operate as flow through enti-
ties such as partnerships, LLCs electing partnership treat-
ment, or S corporations passing credits through to share-
holders, every partner, member, or shareholder claiming
the credit must submit or maintain copies of the informa-
tion issued by the Department of Social Services for each
site. Every partner, member, or shareholder claiming the
credit must submit or maintain a schedule showing how
the total credit is allocated to each partner, member or

shareholder.

The Department of Social Services shall provide information
necessary for the Secretary of the Department of Revenue to
determine and)/or verify the provider’s quality rating.

D. Credit for Child Care Directors and Staff

1.

The Department of Social Services shall provide infor-
mation necessary for the Secretary of the Department of
Revenue to determine andy/or verify the director and staff
levels for earning the credit.

In order to claim this credit, the Department of Social
Services, or their representative, must provide child care
facility directors and staff members with a certificate no
later than January 31 that states which level of qualifica-
tion the employee meets according to the criteria estab-
lished by the Department of Social Services. The taxpayer
must submit or maintain the certificate as required by
the Secretary of the Department of Revenue in_forms and
instructions.

Each child care facility director and staff member will also
have to verify that he/she has worked at the same child
care facility for at least six months in the calendar year,
unless otherwise approved by the Department of Social
Services.

Child care director and staff levels will have such mean-
ing as provided by regulation issued by the Department of

Social Services.

E. Business-Supported Child Care Credits

1.

Business Child Care Expense Credit

a.  Inorder for a business to claim this credit, the business
must provide the Department of Revenue the follow-
ing information: the name and Louisiana revenue
tax identification number of the child care facility to
or for whom the eligible expenses were paid or made,
the amount and nature of qualifying expenses at each
child care facility as defined in R.S. 47:6102 and the
child care facility’s quality rating.
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The Department of Social Services shall provide infor-
mation necessary for the Secretary of the Department
of Revenue to determine and/or verify the facility’s
quality rating.

2. Payments and Donations to Child Care Resource and
Referral Agencies

a.

In order for a business to claim this portion of the
business child care expense credit, the taxpayer must
provide the Department of Revenue a receipt from the
child care resource or referral agency for the amount
of money the taxpayer paid and/or donated during
the taxable year.

If the child care resource or referral agency is part
of a larger charitable organization, only fees and/or
donations made to the child care resource or referral
agency division of that organization will qualify for
this credit. For example, if Volunteers of America
has a division that functions as a child care resource
or referral agency, only fees and donations made to
the division of that organization would qualify for
the credit while all other donations to Volunteers of
America would not.

The Department of Social Services shall provide to the
Department of Revenue a list of qualifying child care

resource or referval agencies for each calendar year.
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AUTHORITY NOTE: Promulgated in accordance with R.S.
36:474, R.S. 47:287.78S, R.S. 47:29S, R.S. 47:1511, and R.S.
47:6103.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and the Department of Social Services, LR 33:2667
(December 2007).






