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Proposed legislation provides for an individual income tax credit for each eligible residential lessee equal to the amount of ad
valorem taxes attributable to the lease unit occupied by the residential lessee.  The lessee must live in the unit for the entire
calendar year for which the credit is sought, lessee must have paid the full amount of the rent, and  recipients of housing
subsides are not eligible.  The amount of the credit is not to exceed the amount of the taxpayer’s liability for the tax on
individual incomes for the calendar year in which the credit is earned.

Applicable for all tax periods beginning after December 31, 2005.

According to the Department of Revenue, proposed legislation would significantly increase the Office Audit Division’s
workload and would require the hiring of four additional employees.  The four employees would consist of three account
auditors and one audit specialist.  Annual costs associated with those positions would be approximately $140,000 per year.

Revenue has estimated that over 4,000 taxpayers would have to be contacted to request additional information to support
the credits that would be claimed. The additional employees would have the responsibility of analyzing returns, obtaining
data and making assessment for improper claims.   According to Revenue, verifying these claims would be much more
difficult than normal because the credit is being claimed by someone other than the person who actually paid the ad valorem
taxes.  Revenue also anticipates conflicts having to be addressed between owners and renters over the computation of the
taxes paid and the qualifications of renters to claim the tax.

Those expenses associated with the four additional positions would be funded through state general funds.

Proposed legislation could result in a significant decrease in state general fund revenue.

The 2002 Census statistics show that there were 1,880,122 housing units in Louisiana and 67.9% of those were owned by
their residents.  This would leave 603,519 as rental units.  According to the Census Bureau 13.6% of renters in the southern
United States receive rent subsidies, that would leave a total of 521,441 rental units in which residents would be eligible to
claim the credit provided in proposed legislation.  However, for the residents to claim the credit, they would have to have
lived in the property for an entire year.   Assuming that 80% of the properties were occupied the entire calendar year by the
same resident, it would result in approximately 420,000 Louisiana residents who could file proposed credit each year.

The average amount of property tax paid on residential rental units in Louisiana is unknown, and the amount of credit
claimed by some taxpayers may not exceed their tax liability. However, based on the information above, if each eligible
person claimed a credit of only $50 a year, the revenue loss would be approximately $21 million.

The example above is for illustrative purposes only. Any specific estimate of revenue loss would be speculative.
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