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NOTICE OF INTENT

Department of Economic Development
Office of Business Development

Industrial Ad Valorem Tax Exemption Program (LAC 13:1.Chapter 5)

These rules are being published in the Louisiana Register as required by LA R.S. 47:4351, et seq. The Department
of Economic Development, Cffice of Business Development, as authorized by and pursuant to the provisions of the
Administrative Procedure Act, R.S. 49:950 et seq., and R.S. 36:104 hereby proposes 1o enact Section 501 and 502 and
1o amend and reenact Sections 503 — Section 337 for the administration of the Industrial Ad Valorem Tax Exemption
Program in LAC 13:1.Chapter 5 to implement programmatic changes in alignment with Executive Orders 16-26 and
16-73.

Title 13
ECONOMIC DEVELOPMENT
Part I. Financial Incentive Programs
Chapter 5. Industrial Ad Valorem Tax Exemption Program

§ 501 Statement of Purpose
A. New Rules

1. These rules amend and restate prior rules and upon adoption are to implement two important policies for the
Industrial Tax Exemption Property Tax Exemption. The {irst is as a compeltitive incentive for job creation and under
compelling circumstances, job retention. The second is to provide for input from local parish and municipal
governments, school boards and sheriffs as 1o the extent of, and other terms and conditions for the Industrial Tax
Exemption.

2. On all projects, applicant manufacturers are to demonsirate a genuine commitment to investing in the
communities in which they operate, and a genuine commitment 1o creating and retaining jobs in those communities.
These are the expectations for the program’s future, and the Board will continue 1o operate it in a way that makes
Louisiana competitive with other states in securing good jobs for our citizens while giving local governments a voice
in their taxation. These rules are to be interpreted in a manner so as to promote these goals.

B. Applicability of Prior Rules. Just as the Board is promoting job growth and economic development and extending
fairness to communities, the Board is promoting fairness to manufacturers who have acted in accordance with prior
rules. Coniracts for the Industrial Property Tax Exemption and the renewal of the exemption and projects found to be
pending as defined by Executive Order JBE 16-26 are to be treated fairly under the rules that were in place at the time
of the Contracts and prior to the new rules. Louisiana honors ils commitments and the rules governing existing
contracts and applications not subject to the new rules are to be interpreted in order to promote fairness and
commitment.

C. Going Forward.

1. Louisiana values its manufacturers and their contributions to its economy. The Board's policies going forward
are to provide all a seat at the table to determine the best investment outcome for our industries and our communities.

2. All rules in this chapter are intended to align with the above purpose while providing a process that balances
accountability with reasenable administrative burden for state and local government and applicants.

§502 Definitions

Addition to a manufacturing establishment—

1. a capital expenditure for property that would meet the standard of a new manufacturing establishment if the
addition were treated as a stand-alone establishment;

2. a capital expenditure for property that is directly related to the manufacturing operations of an existing
manufacturing establishment; or



3. an installation or physical change made to a manufacturing establishment that increases its value, utility or
competitiveness,

4. Maintenance capital, environmentally required capital upgrades, and replacement parts, excepl those replacements
required in the rehabililation or restoration of an establishment, to conserve as nearly, and as long as possible,
original condition, shall not qualify as an addition to a manufacturing establishment.

5. Expenses associated with the rehabilitation or restoration of an establishment as provided for in Section 511 shall
be included as an addition to a manufacturing establishment

Beginning of Construction—the first day on which foundations are started or, where foundations are unnecessary,
the first day on which installations of the manufacturing establishment begins

Board—Board of Commerce and Industry

Capital Expenditure—the cosl associated with a new manufacturing establishment or an addition to an existing
manufacturing establishment, including the purchasing or improving real property and 1angible personal property,
whose uselul life exceeds one year and which is used in the conduct of business

Environmentally Required Capital Upgrades—upgrades required by any staie or federal governmental agency in
order 1o avoid fines, closures or other penalty

Establishment -- an economic unit at a single physical location

Integral—required to make whole the product being produced

Job—positions of employment that are:

1. New (not previously existing in the state) or retained;

2. Permanent (withoult specific term);

3. Full-time (working 30 or more hours per week);

4. Employed directly, by an affiliate or through contract labor;

5. Based at the manufacturing establishment;

6. Filled by a United States citizen who is domiciled in Louisiana or who becomes domiciled in Louisiana within 60
days of employment; and

7. Any others terms of employment as negotiated in the Exhibit A or Exhibit B,

LED—L ouisiana Economic Development

Local Governmental Entity—parish governing authority, school board, Sheriff, and any municipality in which the
manufacturing establishmenit is or will be locaied

Maintenance Capital—costs incurred to conserve as nearly as possible the original condition
Manufacturer—a person or business who engages in manufacturing al a manufacturing establishment

Manufacturing-- working raw materials by means of mass production or custom fabrication and machinery into
wares suilable for use or which gives new shapes, qualities or combinations to matier which already has gone
through some artificial process. The resulting products must be “suitable for use™ as manufactured products that are
placed into commerce for sale or sold for use as a component of another product to be placed, and placed into
commerce for sale.

Obsolescence—the inadequacy, disuse, outdated or non-functionality of facilities, infrastructure, equipment or
product technologies due to the effects of time, decay, changing market conditions, invention and adoption of new
product technologies or changing consumer demands,



Qualified Disaster—

1. A disaster which resuits from:
a. An act of terror directed against the United States of any of its allies; or

b. Any military action involving the Armed Forces of the United States and resulting from violence or

aggression against the United States or any of its allies (or threat thereof), but not including training
exercises

2. Any disaster which, with respect 1o the area in which the property is located, resulled in a subsequent
determination by the President of the United States that such area warranis assistance by the federal
governmenlt under the Robert T. Stafford Disaster Reliel and Emergency Assistance Act;

3. A disaster which is determined by an applicable federal, state, or local authority (as determined by the

Secretary) to warrant assistance from the federal state or local government or agency of instrumentality
thereof; or

4. Any other extraordinary event that destroys or renders all or a portion of the manufacturing establishment
inoperable

Rehabilitation—ihe extensive renovation of a building or project that is intended to cure obsolescence or to
repurpose a facility

Restoration—repairs lo bring a building or structure to at least its original form or an improved condition
Secretary—Secretary of Louisiana Economic Development

Site—One or more contiguous parcels of land which are under the control of the manufacturing establishment or
which contains certain assets of the manufacturing establishment.

§503. Advance Notification; Applieation

A. An advance notification of intent to apply for tax exemption shall be filed with the LED Office of Business
Development (OBD) on the prescribed form prior to the beginning of construction or installation of facilities on all
projects for lax exemption except as provided in Section 505(A) and (B) of these rules. An advance notification fee of
$250 shall be submitted with the form. The advance notification will expire and become void if no application is filed
within 12 months of the estimated project ending date stated in the advance notification. The estimated project ending
date as stated on the advance notification may be amended by the applicant if the amendment is made prior to the
estimated project ending date.

B. All financial incentive programs for a given project shall be filed at the same time and on the same advance
notification. The applicable advance notification fee for each program for which the applicant anticipates applying
shall be submitted with the advance notification.

C. An application for tax exemption may be filed with OBD on the prescribed form:

1. either concurrent with or afier filing the advance notification, but no later than 90 days after the beginning of
operations or end of construction, whichever occurs first;

2. the deadline for filing the application may be extended pursuant to §523;

3. an applicant filing an application prior to the beginning of operations or end of construction of the project
shall file an annual status report with OBD on the prescribed form by December 31, until the Project Completion
Report and Affidavit of Final Cost are filed. If the applicant fails to timely file a status report the board may, afier
nolice o the applicant, terminate the coniract.

D. Inorder to receive the Board's approval, applications with advance notifications filed after June 24, 2016, shall
contain both of the following:

1. An Exhibit “A” consisting of a fully executed cooperative endeavor agreement between the state, Louisiana
Economic Development and the applicant specifying the terms and conditions of the granting of the exemption
contract.

a. The terms and conditions of the Exhibit “A" shall include the [ollowing:



(i) either number of jobs and payroll 1o be created at the project site or the number of jobs and payroll 10 be
retained at the project site where applicable;

(ii) the term of the exemption contract which shall be for up 10, but no more than five (5) years and may provide
for an ad valorem exemption of up to 100% and terms for renewal may be included provided that the renewal of the
contract shall be for a period up to, but no more than three (3) years and may provide for an ad valorem lax exemption
of up to, but no more than 80%;

(iii) the percentage of property eligible for the exemption;

(iv} any penalty provisions for failure to create the requisite number of jobs or payroll at the project site, including
but not limited to, a reduction in term, reduction in percentage of exemption, or lermination of the exemption; and

{(v) a statement of Return on Investment (ROI) as determined by the Secretary.

2. An Exhibit “B" consisting of resolutions adopted by the parish governing authority, the school board, the
Sheriff, and any municipality in which the manufacturing establishment is or will be located signifying whether each
of these authorities is in favor of the project.

a. Exhibil “B" shall include provisions addressing the following:

(i) The number of jobs and payroll to be created at the project site required by the local governmental entity for
approval of the exemption;

(ii) The term of the exemption contract approved by the local governmental entity; and
(iii) the percentage of property eligible for the exemption approved by the local governmental entity.

c. LED will provide guidance to local governmental entities as to suggested alternatives as it relates
paramelers for job creation, payroll, percentage of exemption and length of contract.

3. The Board shall consider the information collecied and the provisions of Exhibits “A" and “B" in determining
whether to approve the contract for exemption and the renewal thereof.

4. If the terms of Exhibit “A™ and Exhibit “B” as it relates to the term of the exemption, and the percentage of
property tax eligible for exemption are not the same, the provisions of Exhibit “B” shall prevail.

E. 1. Applications which provide for a new manufacturing establishment or which provide for an addition to a
manufacturing establishment with the creation of new jobs or a compelling reason for the retention of existing jobs
shall be favored by the Board.

2. In determining whether a company has presented a comgpelling reason for the retention of existing jobs, the
following situations may be considered:

a. to prevent relocation to another state or country;

b. to provide an advantage for invesiment from a company with multi-state operations with an established
competitive capital project program;

c. to employ best practice or innovative, state of the art technology for the establishment’s industry;
d. to increase maximum capacity or efficiency; or
e. to provide the state a competitive advantage as determined by the Secretary or by the Board.

E. An application fee shall be submitted with the application in the amount equal to 0.5 percent of the estimated
total amount of taxes to be exempted. In no case shall an application fee be smaller than $500 and in no case shall a
fee exceed $15,000 per project.

G. OBD reserves the right to return the advance notification, application, or Affidavit of Final Cost to the applicant
if the form is incomplele or incorrect. or the correct fee is not submitted. The document may be resubmitted with the
correct information and fee.

H. If the application is submitied after the filing deadline, the term of exemption available under an initial contract
and renewal thereol shall be reduced by one year for each year or portion thereol that the application is late, up 1o a



maximum reduction up to the maximum remaining term. The board may impose any other penalty for late filing that
it deems appropriate,

I.  The department will provide a copy of the application and all relative information to the Louisiana Depariment
of Revenue (LDR} for review. LDR may require additional information from the applicanl. The depariment must
receive a letter-of-no-objection or a letter-of-approval from the LDR, prior to submitting the application to the board
for action.

J. Eligibility of the applicant and the property for the exemption, including whether the activities at the site meet
the definition of manufacturing, will be reviewed by the board based upon the facts and circumstances existing at the
time the application is considered by the Board of Commerce and Indusiry. The property exempted may be increased
or decreased based upon review of the application, Project Completion Report or Affidavit of Final Cost. An
application filed prior to completion ol construction may be considered by the board and a contract may be executed
based upon the best available estimates, subject to review and approval of the Project Completion Report and Affidavit
of Final Cost. Il the applicant fails to timely file the Project Completion Report or Affidavit of Final Cost the board
may, after notice to the applicant, terminate the contract.

AUTHORITY NOTE: Promulgated in accordance with Article VII, Part 2, Section 21(F) of the Louisiana Constitution of 1974,

HISTORICAL NOTE: Adopicd by the State Board of Commerce and Industry, December 9, 1946, amended and promulgated
by Department of Commerce, Office of Commerce and Industry, LR 11:97 (February 1985}, LR 12:662 {October 1986), amended
by the Department of Economic Development, Office of Commerce and Industry, LR 20:864 {August 1994), amended by the
Department of Economic Development, Office of Business Development, LR 37:2376 {August 2011}, LR 41:2318 (November
2015).

§505. Miscellaneous Capital Additions

A. Miscellaneous capital additions which had pending contractual applications on June 24, 2016, and which provide
for new jobs at the completed manufacturing establishment shall be considered by the Board.

B. Miscellaneous capital additions which did not have a pending contractual application as of June 24, 2016 or those with pending
applications as of June 24, 2016, but do not provide for new jobs, are not eligible for the properiy tax exemption. AUTHORITY
NOTE: Promulgated in accordance with Article VI, Part 2, Section 21(F) of the Louisiana Constitution of 1974,

HISTORICAL NOTE: Promulgated by the Department of Commerce, Office of Commerce and Industry, LR 11:97 (February
1985), amended LR 12:662 (October 1986), amended by the Department of Economic Development, Oiffice of Commerce and
Industry, LR 20:865 (August 1994), amended by the Department of Economic Development, Office of Business Development, LR
37:2377 (August 2011), LR 41:23§8 (November 2015).

§507. Eligible Property — Buildings and Facilities Used in Manufacturing; Leased Property; Capitalized
Materials

A.

The board shall consider for tax exemption buildings and facilities used in the operation of new manufacturing
establishments located within the state of Louisiana (subject to the limitations stated in §517 and 519) and additions
to manufacturing establishments within the state of Louisiana. Exemptions are granted to the owners of buildings that
house a manufacturing establishment and facilities that are operated specifically in the manufacturing of a product.
The board recognizes two calegories of ownership:

1. owners who engage in manufacturing at said facilities; and

2. owners who are not engaged in manufacturing at said manufacturing establishment, but who have provided
either or both of the following for a predetermined manufacturing establishment:

a. buildings to house a manufacturing establishment;
b. Tfacilities that consist of manufacturing equipment operated specifically in the manufacturing process.

3. Owners who are not engaged in manufacturing at the manufacturing establishment are eligible for the
exemption only if the manufacturer at the site is obligated 1o pay the property taxes if the exemption were not granted.

B. Leased property is eligible for the exemption, if the property is used in the manufacturing process, is and
remains on the plant site, and the manufacturer is obligated under the lease agreement 1o pay the property laxes if the
exemption were nol granted.



C. Capitalized materials which are an essential and integral part of a manufacturing process, but do not form part
of the finished product, may be exempted along with the manufacturing establishment. Some examples of these are:

1. ammonia in a freezing plant;
2. solvent in an extraction plant; and
3. catalyst in a manufacturing process.

D. To be eligible for exemption, a manufacturing establishment must be in an operational status and engaged in
manufacturing . An owner of a new manufacturing establishment under construction may apply for an exemption with
the expectation that the manufacturing establishment will become operational. If the manufacturing establishment
fails to become operational or ceases operations without a reasonable expectation of recommencing operations, the
facility shall no longer be eligible for exemption and its contract shall be subject to termination under Section 531.

AUTHORITY NOTE: Promulgated in accordance with Article VII, Pan 2, Section 21(F) of the Louisiana Constitution of 1974.

HISTORICAL NOTE: Adopted by the State Board of Commerce and Indusiry, December 9, 1946, amended and promulgated
by the Department of Economic Development, Office of Commerce and Industry, LR 20:865 (August 1994), amended by the
Department of Economic Development, Office of Business Development, LR 37:2377 (August 2011).

§509. Integral Parts of the Manufacturing Operation
A. Property that is an integral part of the manufacturing operation is eligible for the tax exemption. .
B. The following activities are considered to be integral to the manufacturing process:
1. Quality Control/Quality Assurance
2. Packaging
3. Transportation of goods on the site during the manufacturing process

4. Other on site essential activilies as approved by the Secretary and the Board.

AUTHORITY NOTE: Promulgated in accordance with Article VII, Pant 2, Section 21(F) of the Louisiana Constitution of 1974.

HISTORICAL NOTE: Promulgated by the Department of Economic Development, Office of Commerce and Industry, LR
20:866 {August 1994}, amended by the Department of Economic Development, Office of Business Development, LR 37:2378
(August 2011).

§511. Rehabilitation and Restoration of Property

A. Capital expenditures for the rehabilitation or restoration of an existing establishment may be exempted if it
is not maintenance. If replacements or upgrades are made as part of a rehabilitation or restoration to an establishment,
only the capital expenditures in excess of original cost shall be eligible for tax exemption. A deduction for the original
cost of property to be replaced shall not be made if the project will result in capital additions that exceed $50,000,000,

B. Exemption may be granled on the cosis of rehabilitation or restoration of a partially or completely damaged
facility, but only on the amount in excess of the original cost.

C. Original costs deducted from rehabilitation or restoration made or rebuilding shall be clearly documented.

D.  Adeduction for the original cost of property to be replaced as part of a rehabilitation or restoration, as provided
by Subsections A or B, shall not be made if the project is related to the replacement or reconstruction of property afier
the destruction of or damage to such property, as a result of a qualified disaster.

AUTHORITY NOTE: Promulgated in accordance with Article VII, Part 2, Section 2 1{F) of the Louvisiana Constitution of 1974,

HISTORICAL NOTE: Promulgated by the Department of Economic Development, Office of Commerce and [ndustry, LR
20:866 (August 1994), amended by the Depariment of Economic Development, Office of Business Development, LR 37:2378
(August 2011).

§513. Relocations
A. A manufacturing establishment moved from one location in the state to another place within the state shall be

eligible for the unexpired consecutive years, il any, of the tax exemption contract granted at the original
location,



B. Ifa manufacturing establishment moves from one location in the slate to another location within the state, the
company shall be required to seek approval of the parish governing authority, the school board, the Sheriff, and
any municipality in which the manulacturing establishment will be located if these local governing authorities
are different than those that approved the exemption at the original site.

AUTHORITY NOTE: Promulgated in accordance with Anticle V11, Part 2, Section 21(F) of the Louisiana Constitution of 1974,

HISTORICAL NOTE: Adopled by the State Board of Commerce and Industry, December 9, 1946. amended and promulgated
by the Department of Economic Development, Office of Commerce and Industry, LR 20:866 (August 1994), amended by the
Department of Economic Development, Office of Business Development, LR 29:2633 (December 2003), LR
37:2378 (August 2011).

§515. Used Equipment

A. Used equipment is eligible for tax exemption provided no ad valorem property taxes have been paid in
Louisiana on said property.

AUTHORITY NOTE: Promulgated in accordance with Article VD, Pan 2, Section 21(F) of the Louisiana Constitution of 1974.

HISTORICAL NOTE: Promulgated by the Department of Economic Development, Office of Commerce and Indusiry, LR
20:886 (August 1994), amended by the Depanment of Economic Development, Office of Business Development, LR 37:2378
(August 2011).

§517. Ineligible Property

A. Maintenance capital, environmentally required capital upgrades and new replacements to existing machinery
and equipment, except those replacements required in the rehabilitation or restoration of a facility, are not eligible for
the tax exemption,

B. IT the establishment or addition is on the taxable rolls and properly taxes have not been paid, the establishment
or addition is not eligible for the exemption unless the assessor and local governmenital entity agree in writing 1o
remove the establishment or addition from the taxable rolls should the tax exemption be granied.

C. The board shall not consider for tax exemption any property listed on an application on which ad valorem
property taxes have been paid.

AUTHORITY NOTE: Promulgated in accordance with Article VII, Pan 2, Section 2 1(F) of the Louisiana Constitution of 1974,

HISTORICAL NOTE: Adopted by the State Board of Commerce and Industry, December 9, 1946, amended and promulgated
by the Department of Commerce, Office of Commerce and Industry, LR 11:97 (February 1985), amended by the Department of
Economic Development, Office of Commerce and Industry, LR 20:866 (August 1994), amended by the Department of Economic
Development, Office of Business Development, LR 37:2378 (August 2011).

§519. Land

A. The land on which a manufacturing establishment is located is not eligible for 1ax exemption.

AUTHORITY NOTE: Promulgated in accordance with Article VU, Pant 2, Section 21(F) of the Louisiana Constitution of
1974.

HISTORICAL NOTE: Adopted by the State Board of Commerce and Industry, December 9, 19486, amended and promulgated
by the Department of Economic Development, Office of Commerce and Industry, LR 20:866 (August 1994), amended by the
Department of Economic Development, Office of Business Development, LR 37:2379 (August 2011).

§521. Inventories
A. The following are not eligible for tax exemption:
1. inventories of raw materials used in the course of manufacturing;
2. inventories of work-in-progress or finished producits;
3. any other consumable items.

AUTHORITY NOTE: Promulgated in accordance with Article VII, Part 2, Section 21(F) of the Louisiana Constitution of 1974,

HISTORICAL NOTE: Adopted by the Board of Comsmerce and Industry, December 9, 1946, amended and promulgated by the
Department of Economic Development, Office of Commerce and Industry, LR 20:866 (August 1994), amended by the Depariment
of Economic Development, Office of Business Development, LR 37:2379 (August 2011),



§523. Extension of Time

A. OBD may grant an extension of up to six months for the filing of an application {§503.B.), a Project Completion
Report (§525), or an Affidavit of Final Cost (§527), provided the request for extension is received prior to the filing
deadline.

B. Additional extensions of time may be granted for good cause.

AUTHORITY NOTE: Promulgated in accordance with Article VI, Pan 2, Section 21(F) of the Louisiana Constitution of 1974,

HISTORICAL NOTE: Promulgated by the Department of Economic Development, Office of Commerce and Industry, LR
20:867 (August 1994}, amended by the Department of Economic Development, Office of Business Development, LR 37:2379
(August 2011). .

§525. Effective Date of Contract; Project Completion Report

A. The owner of a new manufacturing establishment or addition shall document the beginning date of operations
and the date that construction is substantially complete. The owner must file that information with OBD on the
prescribed project completion report form not later than 90 days afier the beginning of operations, completion of
construction, or receipt of the fully exccuted contract, whichever occurs last. A project completion report fee of $250
shall be submitted with the form. The deadline for filing the praject completion report may be extended pursuant to
§523.

B. The effective date of tax exemption contracts for property located in parishes other than Orleans Parish shall
be December 31 of the year in which effective operation began or construction was essentially completed, whichever
occurs first. The effective date of tax exemption conltracts for property located in QOrleans Parish shall be July 31 of
the applicable year.

AUTHORITY NOTE: Promulgated in accordance with Anicle VII, Par 2, Section 21(F) of the Louisiana Constitution of 1974,

HISTORICAL NOTE: Adopted by the State Board of Comtmerce and Industry, December 9, 1946, amended and promulgated
by the Department of Economic Development, Office of Commerce and Industry, LR 20:867 (August 1994), amended by the
Department of Economic Development, Office of Business Development LR 37:2379 (August 2011), LR 41:2318 (November
2015).

§527. Affidavit of Final Cost

A. Within six months of the beginning of operations, completion of construction, or receipt of the executed
contract, whichever occurs last, the owner of a manufacturing establishment or addition shall file on the prescribed
form an affidavit of final cost showing complete cost of the exempted project. A fee of $250 shall be filed with the
affidavit of final cost or any amendment to the affidavit of final cost. Upon request by OBD, a map showing the
location of all facilities exempted in the project shall be submitted in order that the exempted property may be clearly
identifiable. The deadline for filing the affidavit of final cost may be extended pursuant to §523.

AUTHORITY NOTE: Promulgated in accordance with Article VI1, Part 2, Section 21(F) of the Louisiana Constitution of 1974,

HISTORICAL NOTE: Adopted by the State Board of Commerce and Industry, December 9, 1946, amended and promulgated
by the Depariment of Commerce, Office of Commerce and Industry, LR 12:662 (October 1986), amended by the Depattment of
Economic Development, Office of Commerce and Industry, LR 20:867 (August 1994), amended by the Department of Economic
Development, Office of Business Development, LR 37:2379 (August 2011), LR 41:2319 (November 2015).

§529. Renewal of Tax Exemption Contract

A. Application for renewal of the exemption must be filed with OBD on the prescribed form not more than six
months before, and not later than ,the expiration of the initial contract. A fec of $250 shall be filed with the renewal
application. The document shall not be considered officially received and accepted until the appropriate fee is
submitted. Upon proper showing of full compliance with the initial contract of exemption, the contract may be
approved by the board for an additional period of up to but not exceeding five years.

B. Eligibility of the applicant and the property for renewal of the exemption will be reviewed by the Board using
the same criteria that was used for the initial contract, and based upon the facts and circumstances existing at the time
the renewal application is considered. The property exempted for the renewal period may be increased or decreased
based upon review of the renewal application. The term of the renewal contract shall be reduced by one year for each
calendar month, or portion thereof, that the renewal application is filed late. The board may impose any other penalty
for late renewal submission that it deems appropriale,

AUTHORITY NOTE: Promulgated in accordance with Article VII, Pan 2, Section 21(F) of the Louisiana Constitution of 1974,



HISTORICAL NOTE: Adopted by the State Board of Commerce and Industry, December 9, 1946, amended and promulgated
by the Department of Economic Development, Office of Commerce and Industry, LR 20:867 (August 1994), amended by the
Department of Economic Development, Office of Business Development, LR 37:2379 (August 2011), LR 41:2319 (November
2015).

§531. Violation of Rules or Documents; Final Inspection

A. The board reserves the right, on its own iniliative or upon writien complaint of an alleged violation of terms of
tax exemption rules or documents, to conduct a final inspection. During the final inspection OBD may cause to be
made a full investigation on behalf of the board and shall have full authority for such investigation including authority
to demand reports or pertinent records and information from the applicant and complainants. Results of the
investigation will be presented to the board.

B. All contracts of exemption shail be subject to the final inspection. If a final inspection indicates that the
applicant has violated any terms of the contract or rules, or that the exempt facility is not engaged in manufacturing,
the board may conduct a hearing (o reconsider the coniract of exemption, alter giving the applicant not less than 60
days notice.

C. Ifthe board determines that there has been a violation of the terms of the contract or the rules, that the property
exempted by the contract is not eligible because it is nol used in a manufacturing process, or that the facility has not
commenced or has ceased manufacturing operations, the board may terminate or otherwise modify the contract.

AUTHORITY NOTE: Promulgated in accordance with Article VU, Part 2, Section 21(F) of the Louisiana Constitution of
1974.

HISTCRICAL NOTE: Adopted by the State Board of Commerce and Industry, December 9, 1946, amended and promulgated
by the Department of Economic Development, Office of Commerce and Industry, LR 20:867 (August 1994), amended by the
Department of Economic Development, Office of Business Development, LR 37:2380 (August 2011).

§533. Reporting Requirements for Changes in Operations

A. OBD is to be notified immediately of any change which affects the tax exemption contract. This includes any
changes in the ownership or operational name of a firm holding a tax exemption contract. A fee of $250 shall be filed
with a request for any contract amendment, including but not limited to, a change of ownership, change in name, or
change in location. The board may consider restrictions or cancellation of a contract for cessation of the manufacturing
operation, or retirement of any portion of the exempted equipment. Failure to report any material changes constitutes
a breach of contract and, with approval by the board, shall result in restriction or termination.

AUTHORITY NOTE: Promulgated in accordance with Article VII, Part 2, Section 21(F) of the Louistana Constitution of 1974.

HISTORICAL NOTE: Promulgated by the Department of Economic Development, Office of Commerce and Industry, LR
20:867 (August 1994}, amended by the Department of Economic Development, Office of Business Development, LR 37:2380
(Auvgust 2011), LR 41:2319 (November 2015).

§535. Sale or Transfer of Exempted Manufacturing Establishment

A. In the event an applicant should sell or otherwise dispose of property covered by a contract of exemption, the
purchaser of the said plant or property may, within three months of the date of such act of sale, apply to the board for
a transfer of the contract. A fee of $250 shall be filed with a request to transfer the contract. The board shall consider
all such applications for transfer of coniracts of exemption strictly on the merits of the application for such transfer.
No such transfer shall in any way impair or amend any of the provisions of the contract so transferred other than to
change the name of the contracting applicant. Failure to request or apply for a transfer within the stipulated time period
shall constitute a violation of the contract.

AUTHORITY NOTE: Promulgated in accordance with Article VI, Part 2, Section 21(F) of the Louisiana Constitution of 1974,

HISTORICALNOTE: Promulgated by the Department of Economic Development, Office of Commerce and Industry, LR
20:868 (August 1994), amended by the Department of Economic Development, Office of Business Development, LR 37:2380
(August 2011), LR 41:2319 (November 2015).

§537. Reporting to the Parish Assessor

A. The applicant shall file annually with the assessor of the parish in which the manufacturing establishment is
located, a complete taxpayer’s report on forms approved by the Louisiana Tax Commission, in order that the exempted
property may be separately listed on the assessment rolls.

AUTHORITY NOTE: Promulgated in accordance with Article VII, Part 2, Section 21(F) of the Louisiana Constitution of 1974.



HISTORICAL NOTE: Adopted by the Department of Commerce, Office of Commerce and Industry, Division of Financial
Programs Administration, Scptember 1974, amended by the Department of Economic Development, Office of Business
Development, LR 37:2380 (August 201 1).

Provider Impact Statement
The proposed rulemaking should have no provider impact as described in BCR 170 of 2014,

Family Impact Statement
The proposed Rule changes have no impact on family formation, stability or autanomy, as described in R.S. 49.972.

Poverty Statement
The proposed rulemaking will have no impact on poverty as described in R.S. 49:973.

Public Comments
Interested persons may submit written comments 1o Danielle Clapinski, Louisiana Department of Economic
Development, P.O. Box 94185, Baton Rouge, LA 70804-9185; or physically delivered to Capitol Annex Building,
Office of the Secretary, Second Floor, 1051 North Third Street, Baton Rouge, LA, 70802, Comments may also be sent
by email to danielle.clapinski@la.gov. All comments must be received no later than 5 p.m., on December 28, 2016.

Public Hearing
A public hearing o receive comments on the Notice of Intent will be held on December 29, 2016 at 10:00 a.m. at
the Department of Economic Development, 617 th Third Street, Baton Rouge, LA 70802,
a‘—\,,g__ Yl
Anne G. Villg
UnderSecretary

FISCAL AND ECONOMIC IMPACT STATEMENT FOR ADMINISTRATIVE RULES
RULE TITLE: Industrial Ad Valorem Tax Exemption Program

[.  ESTIMATED IMPLEMENTATION COSTS (SAVINGS) TO STATE OR LOCAL GOVERNMENTAL
UNITS (Summary)
There will be no significant costs or savings to state or local governmental units as a result of the
proposed rule changes. The Department of Economic Development (DED) intends to administer the
program with existing resources and personnel. However, the DED, as well as the LA Department
of Revenue may incur marginal administrative costs associated with implementing the proposed
rule changes

Executive orders JBE 16-26 and 16-73 made significant changes to the Industrial Tax Exemption
Program (ITEP) and the Board of Commerce and Industry is codifying those changes in the rules
tor the program. These changes include requiring all projects to file an advance notification,
eliminating the miscellaneous capital addition process, and eliminating maintenance, repairs and
environmentally required upgrades from eligibility for the tax exemption.

Additionally, the rule changes require that companies who want to participate in the program seek
and receive approval from both local and state governments. Firms wishing to participate must file
two exhibits, Exhibit “A” and Exhibit “B,” which have separate requirements regarding state and
local requirements to be eligible for the exemption, respectively. If the terms of Exhibits “A” and
“B” differ on the term of the exemption andffor the percentage of property tax eligible for the
exemption, the provisions of Exhibit “B” will take precedent.

Furthermore, the term of the renewal contracts is now limited to 3 years and the percentage of
exemption for renewed contracts is now 80%. This is a change from the previous practice of
renewing contracts for up to 5 years at a 100% exemption percentage. However, advances filed and
miscellaneous capital additions approved prior to June 24, 2016 are grandfathered in to the past
practice of being renewed for up to 5§ years at a 100% exemption percentage. Lastly, the rules
establish a definitions section to further clarify and explain portions of the rules.



II. ESTIMATED EFFECT ON REVENUE COLLECTIONS OF STATE OR LOCAL GOVERNMENTAL
UNITS (Summary)

The proposed rule changes may increase revenues for local governments by an indeterminable
amount for a number of reasons. First, some projects that previously filed miscellaneous capital
additions, the process for which is being eliminated by the proposed rule changes, could previously
file advances. Second, the DED has not previously captured how many ITEP program contracts are
for maintenance, repairs, etc., that are no longer eligible for the exemption. As a result the
corresponding aggregate value of the aforementioned contract types cannot be determined. Lastly,
the DED does not know how many years or percentage of exemption local governing entities will
grant, as local governing authorities have the ability to set contract terms and exemption
percentages and supersede state terms and percentages under the authority of the proposed rule
changes.

The proposed rule changes will not affect revenue collections for state governmental units.

III. ESTIMATED COSTS AND/OR ECONOMIC BENEFITS TO DIRECTLY AFFECTED PERSONS OR
NON-GOVERNMENTAL GROUPS (Summary)

The incomes of companies that are no longer eligible to participate in the program will decrease in
the same amount as any increases in local revenues, as fewer exemptions will likely be granted due
to the Executive Orders and the rule changes. The proposed rule changes narrow the scope of ITEP,
eliminating the miscellaneous capital additions process and the eligibility of maintenance, repairs,
and environmentally required upgrades from eligibility. Additionally, firms must file advance
notices with the state if they seek approval to participate in ITEP. Furthermore, contract renewals
for firms participating in the program will only have terms of three years at an exemption percentage
of 80%, a reduction from the previous five-year terms at a 100% exemption percentage, though there
is an exception for firms who filed advances or had miscellaneous capital additions approved prior
to June 24, 2016. As a result of the narrowed scope of ITEP, the economic benefits available to firms
who wish to participate in the program are similarly reduced.

IV. ESTIMATED EFFECT ON COMPETITION AND EMPLOYMENT (Summary)

Companies receiving benefits under this program will gain competitively over companies that do
not receive the program's benefits. While employment may increase in participating businesses,
employment may be lessened in other competing businesses that do not participate in the program.

Anne G. Villa Greg Albrechi
Undersecretary, LED Chief Economist
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rovertments, schogl rds and sh s 1o the extent of amd other 1emn, nditions for the Indusirial Tax
Excmnllon
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projects for tax exemplion except as provided in Section 505(A) and (B) of these rules Fhe-phiase-"hepinmag-of
EipchreetaRshatbmeantheFradueene winel fneskatim gie slarl-acohere fpundatiopar e tafesesair—He
Frst-die-oi-vw g hemsabisten-oDhe feilibe-bepins—An advance notification fee of $250 shall be submitted with the
form. The advance notification will expire and become void if no application is filed within 12 months of the estimated
project ending date stated in the advance notification_The estimated project ending_date ns stated on the advance
notification mav be $swbseerto-amendeidment by the applicant if the amendment is made prior to the eshmated project
cnding date3

B._All financial incentive prosrams for a given project shall be filed a1 the same ime and on the same advance
poufication The gppligable adyance notification fire for each program for wineh the apphiggint anticipates applying
shall be submitted with the advapgy nofification

C Eseeptasitherwisepairebed-Rr s lbimess-oamnitbaddsions undes $585 aAn application for tax exemption
may be filed with OBD on the prescribed form

1. either concurrent with or after filing the advance notification, but no later than 90 days afier the beginmng of
operations or end of construchion, whichever oceurs first;

2 the deadline for filing the application may be extended pursuant to §523,

3 an applicant fibng an application prier 1o the beginmng of opcrations or end of construction of the project
shall file an annual status report with OBD on the presenbed form by December 31, until the Project Completion
Report and Affidavat of Final Cost are filed, IF the apphicam fatls 10 imely file o status report the board may, afler
notice to the applicant, tlermunate the contract.

tther number of jobs and pavroll be by created ot the project site or the number of jobvs and povroll 10 by
retained ai the project site where applicable;

[} the term of the exemplion contmet which shall be for up to, but po more than five (5) vears and may provide

for an ad valorem exemption of up {0 1009 and 1eems for rencwal may be included provided that the renewal of the

contrct shall be for a period up to, but no more than three {3) years and may provide for an ad valorem tax exemption
ol up to, but no more than 80%,

{1} the percentare of property ¢heible for the exemption,
faw ] am;&.nangur\JQOM l'or failurg o ;g‘gig, thi rovpusie num!;,- o[;obs or EHI"'LN (h-,_mqp.ql site, mch;g ng
4 fth

g IT
ofthese nulhonllcﬁ 15 in favor ul‘lhc praject.
a_Exhibit “B” shall include provisions addressing the following.

1) The number of nd payroll to be created at the project site required by the local vovemnmental entity for
approval of the exemplion,
I of the exemption contract ved by the local govemmental enutv, and

(1) the percentane of property chigible for the exemption approved by the local govermmental entity,

parameters for sob creation, pavroll, percentage (lfc'(cmnuon ang lgngth of contrmet
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[ Formatted: 1.

whether (o approve the contract for exemplion and the renewsl thereof,

[ Farmatted: English {United States)

=3 [ Formatted: 1.
following situations may be considered:

a_loprevent ng(E,’l!iO!! L[] ﬂnu]hgr state or country

_to provide an advantage for nvestiment from a company with_mufti-state operations with_an_establish
compelitive capital project progeam,

€ _lo employ best practice o innovative, state of the art icchnotogy for the estabhishment's sndustry,
d._ 1o increase maximum capacity or efficiency, or

e_lo provide the siote a competitive advantage as determined by the Secretary or by the Board

E_An application fee shall be submitted with the application n the amount equal to 0 5 percent of the estimated
total amourt of taxes 1o be exempted. In no case shall an application fee be smaller than $500 and in no case shall a
fee exceed $15,000 per project.

BG OBD reserves the ight to return the advance notification, application, ar Aflidavit of Final Cost to the applicant
1f the form 15 incomplete or incorrect. or the comect fee 1s not submutted. The dacument may be tesubmitted with the
comrect infarmation and fee.

EH If the application is submutted after the filing deadline, the ten-ear-term of exemption available under an initial
contract and renewal thereof shall may: be reduced by one year for each year or partion thereof that the application is
Iate, up to 2 maximum reduction up fo the maximim femmning teimid-fve-yeos. The board may impose any other
penalty for late filing that it deems appropnate.

for action,

1. Eligibihity of the applicant and the property for the exemption,_including whether the getivines at the site meet
the definition of manufigturing, will be reviewed by the board based upon the facts and circumstances existing ai the
time the application 15 considered by the Board of Comimerce and Industry The property exempted may be increased
or decreased based upon review of the applicaion, Project Completion Report or Affidavit of Final Cost. An
application filed prior 10 completion of construction may be considered by the board and a contract may be executed
based upon the best available estimates, subject to review and approval of the Project Completion Report and Affidavit
of Final Cost. [f the applicant fails to umely file the Profect Completon Report or Affidavit of Final Cost the board
may, after notice to the applicant, terminate the contract.

AUTHORITY NOTE. Promulgated n accordance with Anicle VII, Pant 2, Section 21{F) ofthe Lovisiana Constitution of 1974
HISTORICAL NOTE.  Adopted by the State Board of Comumerce and lndusiry, D ber 9, 1H6, ded and Igated
by Department of Commerce, Office of Commerce and Industry, LR 11:97 (February 1985), LR 12:662 (October 1986), amended
by the Department of Economic Development, Ofice of Commerce and Indusiry, LR 20:864 {August 1994), amended by the

1 of E ic Develoy Office of Business Developmenm, LR 37:2376 (August 2011), LR 41:2318 (November
2n|5)
§505. Miscellaneous Capital Adiitions
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hliscellangnys capital addinons which had pending contractual applicitions on June 24, 2016, and which provade
or new jobs at the completed manufacturing establishment shal nsidered by the Board

B. Miscellancous capital addittons which did not have a pending comractual application as of June 24, 2016 or those
with pendng applications as of June 24, 2016, but do not provide for new jobs, are not ghuible for the property 1ax
exemplion B A Al sk
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AUTHORITY NOTE. Promulgated in accordance with Article VII, Pan 2, Section 2 1(F) of the Louisiana Constitution of 1974

HISTORICALNOTE. Promulgated by the Dey of Ci Office of C: and lndusiry, LR 1197 (February
1985}, amended LR 12:662 (October 1986), ded by the Dej of Economic Development, Office of Commerce and
Industry, LR 20:865 {August 1994), ded by the Dey of E Develop Ofice of Busi Develof ., LR

37.2377 {August 2011), LR 412318 (November 2015).
§507.  Eligible Property — Ruildings and Fueilities Used in Manufaciurin

Muatcrinls Manufaetueiag-Establishment-Glarified
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B~ The board shall consider for tax exemption bulldings and facilites used in the operation of new manuficturing
establishments located within the siate of Louisiana (subject 10 the hmntations stated in §517 and 519) and additions
to forexshng manufacturing estabhshments within the state of Lowsiana. Exemptions are granted to the owners of
buildings that house a manufactunng estabhishmentoperation and facihties that are operated specifically in the
manufacturing of a product The board recognizes two caleganies of ownership

: Lensed Propertv: Capitalized

L. owners who engage in manufactunng at said facilines, and

2 owners who are not engaged i manufactunng at sard manufactunng establishment, but who have provided
either or both of the following for a predetermined manufacturing establishment:

a buildings 10 house a manufacturing establishment,
b, faciliies that consist of manufacturing equipment operated spectfically in the manufactunng process

3. Owners who are not encaved i manufaciunng at the manufaciunnp_establishment are ehpible for thee

xemplign only 1fthe manufaciurer at the site 15 oblipated to pay the propeny faxes if the exempuon were not pranted. |
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[¥e. Leased property is ehigible for the exemption, if the propenty is used in the monufactuning process, 15 eng
remains on the plant site, and the manufacturer 15 obhigated under the lease agreement to pay the property taxes if the
exemption were nol granted.

LB Capitahized materials which are an essential and integral pan of a manufacturing process, but do not form part
of the finished product, may be exempted along with the manufacturing establishmenyfaeshity. Some examples of these
are

1 ammonia in a frcezing plamt,
2. solvent in an extraction plant; and
3 catalyst in 2 manufacturing process

[+ To be ehigible for exemption, a manufacturing establishment must be in an operational status; and_engaged 1n
e brsess-aEmanuficining predueine e proesssiap-gaads, An owner ofa new manufpgturing establishment facilisy
under construciion may apply for an exemption with the expectation that the manufaciuring establishment faebity will
become operational. If the manufacturing establishment fails 10 become operstional or ceases operations without a
reasanable expectation of recommencing operations, the facility shallmay no longer be eligible for exemption and s
contraci shailmay be subject 1o termination under Section 531

AUTHORITY NOTE: Promulgated in accordance with Article VII, Pan 2, Section 21(F) of the Louistana Constilution ol‘ 1974

HISTORICAL WOTE,  Adopted by the State Board of Commerce and Industry, D ber 9, 1946, Jed and pr i
by the D of E Drevel Office of Commerce and Industry, LR 20 865 (August 1994}, ammdcd by the
Depanment of Economic Development, Office of Business Developmem, LR 37:2377 (August 2011)

§509. Intepral Parts of the Moanufacturing Opemition@fFiee Furnitareani-Eivtires-Porin e Equipment

A Property thatis on integral pant of the manufactunng operation 1s eheible for the tax exemption Gfficefumture
eturesare-elrafbletora e npran-oalv-vrue e arosn-niegial-gei-nlihe manaacunre pperationand
premrsstens bbb beesarps e dabb e

B The following activitics are considered 1o be integral 1o the manufacturing process

Ity ControliChmlily Assyrangy -

2_Packoying
3_TFransporiation of poods on the site dunng the manufactunng process
4_Orher on sue essenhial aclivihies as approved by the Secretany and the Board
Penalhesguis e L T L B B T T e e e e e
sl the-menuletenngprasess—Sueh-prapeny—therefpremsnario-borenedlensed

T

or-used-autstde-factlity-boundaries.
AUTHORITY NOTE. Prosnulgated n accondance with Article VI, Part 2, Section 2 1{F) of the Louisiana Constitwiion of 1974

HISTORICAL NOTE. Promulgaied by the Depar of Ei ic Develog Office of C and Industry, LR
20 866 (Avgust 1994), amended by the Department of E ic Develay Office of Busi Develoy LR 37.2378
{August 2011)

§511.  ReplacementRchabilitation and Restoration of -Property

A Capital gxpenditures addirons for remedelag the rehabilitation_or restoration of an existing mramsfachsrimng
gstablishmenifeerity may be exemptedaf it s not mamtenance, If replacements or uputades are made_as part of o
rehabuluation of mestorabion Lo an establishment, only the capital expenditures in excess of original cost shall be eligible
for tax exemption. A deduciion for the original cost of property 10 be replaced shall not be made if the project will
result in capital addinons that exceed $50,000 000

B Exemption may be granted en the costs of rchabilitation or restoration of rebwtding a partially or completely
damaged facility, but only on the amount in excess of the original cost.

C. Ongmal costs deducted from rehabifitation or sestomtion repleeements made or rebuilding shall be clearly
documented.
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D4 Adeduction for the original cost of property to be replaced as part ofa rehabilitation or restoration, as provided
by Subsections A or B, shall not be made if the praject is related 10 the replacement or reconstruction of property after
the destruction of or damage to such property, as a result of o qualified disaster

P FihisSul } e i
a—a-hsaster-which-resulisFrom:

e S T T L B B B B a1

bt AR Ry R g e A el o pus b R Bt e fua e
B -t e b ae-a P i it theten T duak s i iadapa HinRan s pesss
L e L B S E LEA M I (N TR T B ]
ahzbeteriirns 0 Ao e Frrident ol tee Lt Sate Sk socl prog warptrassstne st e fadera b amirant e
L L TLT ST EET LR S SR E T RN T e Y
e——timubisiret e b e sl b
SeSFEHT HA-WREaR-assrslanoe-fram-the-fudural slate mhmlﬁwmuwfwwmmmm
AUTHORITY NOTE. Promulgated in accordance with Arucle VII, Part 2, Section 2 I{F) of the Louisiana Constilution of 1974.
HISTORICAL NOTE  Promulgated by the Department of Economic Development, Office of Comnmerce and Indusiry, LR

20 866 (Auvgust 1994), ded by the Deg of Ex Develog Office of B Development, LR 37 2378
(Augus: 2011)

§513.  Relocations

A A— e A, manufactuning estabhishment moved from one location tn+
the state to another place within the state shall be eligible for the unexpired consecutive years, i any, of the tax
exemplion contract granted ai the onginal location. Esesaplian-mer—bepramtad-at-the-tontocimm-oa-H

et e PR PO R R M e e e o et gavet ol ARt

are difierent than those that approw ed the exemption at_the oneinal sitg
AUTHORITY NOTE. Promulgated in accordance wath Arucle VII, Part 2, Section 2 I{F) of the Louisiana Cunstatutlou of |97-|

HISTORICAL NOTE. Adopted by the State Board of Commerce and Industry, D ber 9, 1946. d and pre
hy the Department of Economic Development, Office of Commerce and Industey, LR 20:866 (Augusi 1994), nmended I:y the
of Ex Development, Office of Business Development, LR 292633 (December 2003), LR
37 2378 (August 2011)

§515. Used Equipment

A Used equipment 15 ehpible for tax exemption provided no ad valorem property taxes have been paid in
Louisiana on said property.

AUTHORITY NOTE  Promulgated in accosdance with Artsele VD, Pan 2, Section 2 [{F) of the Lowistana Constitwtion of 1974

HISTORICAL NOTE P Igated by the Dey of Economic Development, Office of Commerce and Industry, LR
20 886 {August 199M4), ded by the Der ol E Develop , Office of Business Development, TR 37:2378
{August 2011)

§517.  Incligible Assessed Property
A. Mamntenance camital, environmenially_required capital upgrades and new replacements o gxisiipg fachimery

1pritent, gxcept those replacements reguired 1n the rehabibitation or restoration of o facility, are not eligible for
the 1ax excmplion

rels—If the establishment or addition is on the taxable rolls and property 1pxes have not been pad, the establizhment
or addition 15 not ehyible for the exemplion unkess ebaard-shil-consile-granin-is-asempionranb-+E the assessor
and local govermmentzl entity agrees in writing 1o remove the estabhishment or addition from the taxable rolls should
the tax exemption be granted

Formatted: Numbered + Level; 1 + Numbering Style:
A B, C . +S5tartat: 1 + Alignment: Left + Aligned at
013"+ indent at: 0.38"

[Formaued: Font: Not Bold

[Formaued: English {United States)




cB The board shall not consider for tax exemption any preperty
listed on an application on which ad valorem property taxes have been paid

AUTHORITY NOTE. Promulgated in accordance with Anticle VI, Pan 2, Section 2 1(F) of the Lomsiana Censtitution of 1974

HISTORICAL NOTE,  Adopted by the State Board of Contmerce and Indusicy, December 9, 1946, amended and promulgated
by the Depanment of Conunerce, Ofice of Comuerce and Industry, LR 11:97 (February 1985), amended by the Department of
Economic Development, Office of Commerce and Industry, LR 20:866 { August 1994), amended by the Depaniment of Economic
Development, Olffice of Business Development, LR 37:2378 (August 2011)

§519. Land
A. The land on which a manufaciunng establishment is located 1s not eligible for tax exemption.

AUTHORITY NOTE. Promulgated in dance with Aricle VU, Part 2, Section 21(F) of the Louisiana Constitution of
1974,

HISTORICAL NOTE. Adopied by the State Board of Commerce and Industry, D ber 9, 1946, ded and promulgared
by the Department of Econorue Development, Office of Commerce and Industry, LR 20 B66 (August 1994), amended by the
Depariment of Economic Development, Office of Business Development, LR 37.2379 {Aupust 2011)

§521. Inventories

A. The following are not eligible for tax exemption
I inventones of mw matenals used in the course of manufacturing,
2 inventories of work-in-progress or finished products,
3 any other consumable items
AUTHORITY NOTE. Promulgated in accordance with Article VI, Part 2, Section 2 1(F) of the Lnulslana Constitution of 1974

HISTORICAL NOTE. Adopted by the Board of Commerce and Industry, D ber 9, 1946, ¢ and pr Jgated by the
Department of Economic Development, Office of Commerce and Industry, LR 20:866 (August 199), amended by the Department
of E Develog Office ol B Develop LR 37:2379 (August 2011}

§523. Extension of Time

A. OBD may grant an extension of up 1o six months for the filing of an application (§503 B ), a Project Completion
Report (§525), or an Aflidavit of Final Cost {§527), provided the request fer extenston 15 recesved prior 1o the filing
deadline

B Additional extensiens of ume may be granted for good cause.

AUTHORITY NOTE. Promulgated in accordance with Article Vi, Part 2, Section 2 1(F) ofthe Louisiana Constitution of 1974

HISTORICAL NOTE. Promulgated by the Depanment of Economic Development, Office of Commerce and Industry, LR
0 867 (Avgust [994), ded by the Deg ol Ec ic Develop Office of B Development, LR 37:2379
{Augusi 201§).

§525.  Effective Date of Contract; Project Completion Report

A. The owner of a new manufactunng establishment or addition shall document the beginming date of operations
and the date that construction 15 substantially complete The owner must file that information with OBD on the
prescribed project completion report form not later than 90 days afier the beginning of aperations, completion of
construction, or receipt of the fully executed contract, whichever occurs last A project completion report fee of $250
shall be submitted with the form. The deadline for filing the project completion report may be extended pursuant to
§523

B The effective date of 1ax exemplion contracts for property located in parishes other than Orleans Parish shali
be December 31 of the year in which effective operation began or construction was essentially completed, whichever
oceurs first, The effective date of 1ax exemplion contracts for property lecated in Orleans Parish shall be July 31 of
the applicable year.

AUTHORITY NOTE  Promulgated in accordance with Article V11, Pant 2, Section 2 1(F) ofthe Lovisiana Constitution of 1974,

HISTORICAL NOTE. Adopted by the Staie Board of Commerce and Indusiry, Dy ber 9, 1946, ded and psomulgated
by the Department of Economic Development, Office of Commerce and Industry, LR 20:867 (August 1994), amended by the
Deparmment of Economic Development, Office of Business Development LR 37:2379 (August 2011), LR 41,2318 (November
2015)




§527. Affidavit of Final Cost

A, Wihin six months of the beginning of operations, completion of consiruction, or receipt of the executed
contract, whichever occurs last, the owner of a manufacturing establishment or addition shall file on the prescribed
form an affidavit of final cost showing complete cost of the exempted project. A fee of $250 shall be filed with the
offidavit of final cost or any amendment 1o the affidavit of final cost. Upon reguest by OBD, a map showing he
location of all facilitics exempied in the project shall be submutted an order that the exempted property may be clearly
identifiable. The deadline for filing the affidavit of fina! cost may be extended pursuant 1o §523

AUTHORITY NOTE. Promulgated in accordance with Articke VII, Part 2, Section 2 I{F) of the Louisiana Constitution of | 974

HISTORICAL NOTE:  Adopted by the State Board of Comineree and Industry, D ber 9, 1946, Jed and 5 d
by the Department of Commerce, Office of Commerce and Industry, LR 12.662 (October 1986), amended by the Dcpa:tmenl of
Economic Development, Ofice of Commerce and Industry, LR 20.867 (August 1994), amended by the Department of Economic
Development, Office of Business Development, LR 37:2379 (August 2011), LR 41:2319 (November 2015).

§529. Renewal of Tox Exemplion Contract

A, Apphcation for renewal of the exemption must be fited with OBD on the prescnibed form not more than six
months before, and not later than the expiration of the initial contract. A fee of $250 shall be filed with the renewal
application. The documemt shall not be considered officially received and accepled until the appropriate fee is
submined. Upan proper showing of full compliance with the iitial contract of exemption, the contract may be
npproved by the board for an additional period of vp 1o but not exceeding five years.

B. Ehgibility of the applicant and the property for renewal of the exemption will be reviewed by the Board using
the same criteria that was used for the initial contract, and based upon the facts and circumstances existing at the time
the renewal apphcation 15 considered. The property exempted for the renewal penod may be increased or decreased
bascd upon review of the renewal application. The term of the renewal contract shall may be reduced by one year for
each calendar month, or portion thereof, that the renewal application is filed late. The board may smpose any other
penalty for late renewal submission that it deems approprinte.

AUTHORITY NOTE. Promulgated n accordance with Article VII, Pan 2, Section 21{F) of the Lowisiana Constimunn ol 1974
HISTORICAL NOTE: Adopied by the State Board of Commerce and Industry, Dy ber 9, 1946, dand p fgaled
by the Depasiment of Econonuce Development, Office of Commerce and Industry, LR 20:867 {August 1994), amended by the
of E ic Develoy COffice of Business Development, LR 37:2379 (Apgust 2011), LR 41:2319 {November

2015)
§531,  Violation of Rules or Documents; Final Inspection

A. The board reserves the right, on its own initiative or upon wriiten complaint of an alleged violation of terms of
tax exemption tules or documents, 1o conduct a final inspection. Dunng the final inspection OBD may cause o be
made a full investigation on behatf of the board and shall have fisll authonity for such investigation mcluding authority
to demand reponis or pertinent records and information from the applicant and comglamants. Results of the
investigation will be preseated to the board

B. All contracts of exempiion shall be subject 10 the final inspection. IT a final inspection indicates that the
applicant has violated any terms of the contract or fules, or that the exempt facility is not engaged in manufacturing,
the board may conduci a heaning to reconsider the contract of exemption, afier giving the applicant not less than 60
days notice

C M the board determines that there has been a violation of the terms of the contract or the rules, that the property
exempled by the contract ts5 not eligible because 11 15 not used in o manufacturing process, or that the facility has not
commenced or has ceased manufactunng operalions, the board may terminate or otherwise modify the contraet.

AUTHORITY NOTE.  Promulgated in accordance with Article VU, Pant 2, Section 2I{F) of the Lowsiana Constitution of
1974

HISTORICAL NOTE: Adopied by the State Board of Commerce and Industry, Dy ber 9. 1946, Jed and |gated
by the Dey of E ic Devel Office of Commerce and Industry, LR 20:867 (August 1994), amended by the
Dep of E Develop Office of Business Development, LR 37 2380 {August 201 1)

§533.  Reporting Requirements for Changes in Operations

A. OBD 15 10 be notified immediately of any change which affects the tax exemption contract. This includes any
changes in the ownership or operational name of a finm holding a tax exemption contract. A fee of $250 shall be filed
with a request for any contract amendmend, including but not limited 10, o change of ownership, change in name, or



change in location. The board may consider restrichons or cancellation of a contract for cessation of the manufactuning
operation, or retirement of any portion of the exempied equipment. Failure to report any material changes constitutes
o breach of contract and, with approval by the board, shall result in restriction o termination.

AUTHORITY NOTE  Promulgated in accordance with Article V11, Part 2, Section 21{F) of the Louisiana Constilution ol 1974

HISTORICAL NOTE.  Promulgated by the Depaniment of Economic Development, Office of Commerce and Industry, LR
20867 (August 1994), smended by the Depariment of Econonue Development, Office of Business Development, LR 37:2380
{August 2011), LR 41.2319 (November 2015).

§535.  Sale or Transfer of Exempted Manufacturing Establishment

A In the event an applicant should sell or otherwise dispase of property covered by a contract ef exemption, the
purchaser of the said plant or property may, within three months of the date of such act of sale, apply to the board for
o transfer of the contract. A fee of $250 shall be filed with a request 1o transfer the contract. The board shall consider
all such applications for transfer of contracts of exemption sirictly on the mens of the applicaton for such transfer,
No such transfer shall in any way impair or amend any of the provisiens of the contract so transferred other than 1o
change the name of the contracting applicant. Fatlure to request or apply for a transfer within the stipulated teme period
shall constitute a violation of the contract.

AUTHORITY NOTE Promulgaled in accordance with Amicle VIL, Pant 2, Section 2 1(F) ofthe Loutsiana Constitution of 1974

HISTORICAL NOTE  Promulgated by the Depanment of Economic Development, Office of Commerce and Industry, LR
20 868 {August 1994), ded by the Dey al E Develog Office of B Develop LR 372380
{Augusi 2011}, LR 41 2319 (November 2015).

§537.  Reporting to the Parish Assessor

A_ The applicant shall file annually with the assessor of the pansh in which the manufacturing establishment 15
located, a complete taxpayer’s report on forms approved by the Louisiana Tax Commission, in order that the exempied
property may be separately listed on the assessment rolls

AUTHORITY NOTE  Promulgated in aceordance with Article VII, Pant 2, Section 2 i{F) of the Lowisiana Constitution of 1974,
HISTORICAL NOTE: Adopted by the Department of C Office of C ond Industry, Division of Financial
Programs Admimstrauion, September 1974, amended by the Depariment of Econome Devel , Office of B
Development, LR 37,2380 (August 201 1)
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FISCAL AND ECONOMIC IMPACT STATEMENT
FOR ADMINISTRATIVE RULES

Person

Preparing

Statement: Danielle B. Clapinski Dept.: Economic Development

Phone: {225) 342-3060 Office: Business Incentive Services
Return Rule

Address: P.0. Box 94815 Title: Industrial Tax Exemption Program

Baton Bouge, LA 70804 Date Rule
Takes Effect: __Upon promulgation

SUMMARY
{Use complete sentences)

In accordance with Section 953 of Title 49 of the Louisiana Revised Stalutes, there is hereby submitted a
fiscal and economic impact statement on the rule proposed for adoplion, repeal or amendment.

THE FOLLOWING STATEMENTS SUMMARIZE ATTACHED WORKSHEETS, | THROUGH IV AND
WILL BE PUBLISHED IN THE LOUISIANA REGISTER WITH THE PROPOSED AGENCY RULE.

. ESTIMATED IMPLEMENTATION COSTS (SAVINGS) TO STATE OR LOCAL GOVERNMENTAL
UNITS (Summary)

There will be no significant costs or savings to state or local governmental units as a result of the
proposed rule changes. The Department of Economic Development (DED) intends to administer
the program with existing resources and personnel. However, the DED, as well as the LA
Department of Revenue may incur marginal administrative costs associated with implementing
the proposed rule changes.

Executive orders JBE 16-26 and 16-73 made significant changes to the Industrial Tax Exemption
Program {ITEP) and the Board of Commerce and Industry is codifying those changes in the rules
for the program. These changes include requiring all projects to file an advance notification,
eliminating the miscellaneous capital addition process, and eliminating maintenance, repairs and
environmentally required upgrades from eligibility for the tax exemption.

Additionally, the rule changes require that companies who want to participate in the program seek
and receive approval from both local and state governments. Firms wishing to participate must
file two exhibits, Exhibit “A” and Exhibit “B,” which have separate requirements regarding state
and local requirements to be eligible for the exemption, respectively. If the terms of Exhibits “A”
and “B” differ on the term of the exemption andffor the percentage of property tax eligible for the
exemption, the provisions of Exhibit “B” will take precedent.

Furthermore, the term of the renewal contracts is now limited to 3 years and the percentage of
exemption for renewed contracts is now 80%. This is a change from the previous practice of
renewing contracts for up to 5 years at a 100% exemption percentage. However, advances filed
and miscellaneous capital additions approved prior to June 24, 2016 are grandfathered in to the
past practice of being renewed for up to 5 years at a 100% exemption percentage. Lastly, the rules
establish a definitions section to further clarify and explain portions of the rules.

Il. ESTIMATED EFFECT ON REVENUE COLLECTIONS OF STATE OR LOCAL GOVERNMENTAL
UNITS {(Summary)

The proposed rule changes may increase revenues for local governments by an indeterminable
amount for a number of reasons. First, some projects that previously filed miscellaneous capital
additions, the process for which is being eliminated by the proposed rule changes, could
previously file advances. Second, the DED has not previously captured how many ITEP program
contracts are for maintenance, repairs, etc., that are no longer eligible for the exemption. As a
result the corresponding aggregate value of the aforementioned contract types cannot be
determined. Lastly, the DED does not know how many years or percentage of exemption local
governing entities will grant, as local governing authorities have the ability to set contract terms
and exemption percentages and supersede state terms and percentages under the authority of the
proposed rule changes.

The proposed rule changes will not affect revenue collections for state governmental units.

. ESTIMATED COSTS AND/OR ECONOMIC BENEFITS TO DIRECTLY AFFECTED PERSONS OR
NON-GOVERNMENTAL GROUPS (Summary)

The incomes of companies that are no longer eligible to participate in the program will decrease in
the same amount as any increases in local revenues, as fewer exemptions will likely be granted
due to the Executive Orders and the rule changes. The proposed rule changes narrow the scope
of ITEP, eliminating the miscellaneocus capital additions process and the eligibility of
maintenance, repairs, and environmentally required upgrades from eligibility. Additionally, firms
must file advance notices with the state if they seek approval to participate in ITEP. Furthermore,
contract renewals for firms participating in the program will only have terms of three years at an



exemption percentage of 80%, a reduction from the previous five-year terms at a 100% exemption
percentage, though there is an exception for firms who filed advances or had miscellaneous
capital additions approved prior to June 24, 2016. As a result of the narrowed scope of ITEP, the
economic benefits available to firms who wish to participate in the program are similarly reduced.

IV. ESTIMATED EFFECT ON COMPETITION AND EMPLOYMENT (Summary)

Companies receiving benefits under this program will gain competitively over companies that do
not receive the program's benefits. While employment may increase in participating businesses,
employment may be lessened in other competing businesses that do not participate in the

program.
Pl V. e Li~
Signature of Agency Head or Designee LegislativéFiscal Officer o

Anne G. Villa, Undersecretary Gregory Albrecht, Chief Economist
Typed Name & Title of Agency Head or Designee Typed Name & Title of LFO Head or Designee
“rrst w4, Jolle n/5/2 06

rd Cd
Date of Signature Date of Signature

LFO 7/2007



FISCAL AND ECONOMIC IMPACT STATEMENT
FOR ADMINISTRATIVE RULES

The following information is required in order to assist the Legislative Fiscal Office in its review of the
fiscal and economic impact statement and to assist the appropriate legislative oversight subcommittee in
its deliberation on the proposed rule.

A,

Provide a brief summary of the content of the rule (if proposed for adoption, or repeal) or a brief
summary of the change in the rule {if proposed for amendment). Attach a copy of the notice of
intent and a copy of the rule propesed for initial adoption or repeal (or, in the case of a rule
change, copies of both the current and proposed rules with amended portions indicated).

The proposed rule contains the following changes:

-establishes a definition section in order to make sure the program is functioning as
intended by the LA Constitution

-requires all projects to file an advance notification and eliminates the miscellaneous
capital addition process

-requires all projects to seek and gain state approval through the Exhibit A of the ITEP
contract and local approvals through Exhibit B of the ITEP contract. Part of this approval
will now be the creation of retention of jobs

-disallowing required environmental upgrades, maintenance, and replacement of existing
machinery as eligible capital expenditures

-limiting the renewals to a cap of up to 80% and up to 3 years

-requires LED to run all applicants through LDR to verify no outstanding liability to the
state

-further clarify what will qualify as a restoration or rehabilitation of a facility eligible for
ITEP

-requires a company to seek approval of the LGAs when relocating a facility from one
place to another within the state

Summarize the circumstances, which require this action. If the Action is required by federal
regulation, attach a copy of the applicable regulation.

Changes to the rules are required to incorporate elements of Executive Orders 16-26 and
16-73 into the rules and program administration.

Compliance with Act 11 of the 1986 First Extraordinary Session
(1)} Will the proposed rule change result in any increase in the expenditure of funds? Iif so,

specify amount and source of funding.

The proposed rule will not result in any increase in the expenditure of funds.

(2) It the answer to (1) above is yes, has the Legislature specifically appropriated the funds
necessary for the associated expenditure increase?

{(a) Yes. If yes, attach documentation.

{b) NO. If no, provide justification as to why this rule change should be
published at this time



FISCAL AND ECONOMIC IMPACT STATEMENT

WORKSHEET

. A. COSTS OR SAVINGS TO STATE AGENCIES RESULTING FROM THE ACTION PROPOSED

1.

What is the anticipated increase (decrease) in costs to implement the proposed action?

COSTS

FY 16-17 FY 17-18 FY 18-19

Personal Services
Operating Expenses
Professional Services
Other Charges

Equipment

Major Repairs & Constr.

OO0 O0O00O
OCOO0O0O0O
OO0 O0O0O0

TOTAL

POSITIONS (#)

2.

3.

Provide a narrative explanation of the cosis or savings shown in "A. 1.", including the
increase or reduction in workload or additional paperwork (number of new forms, additional
documentation, etc.) anticipated as a result of the implementation of the proposed action.
Describe all data, assumptions, and methods used in calculating these costs.

There will be no significant costs or savings to state or local governmental units as a
result of the proposed rule changes. The Department of Economic Development (DED)
intends to administer the program with existing resources and personnel. However,
the DED, as well as the LA Department of Revenue may incur marginal administrative
costs associated with implementing the proposed rule changes

Executive orders JBE 16-26 and 16-73 made significant changes to the Industrial Tax
Exemption Program (ITEP) and the Board of Commerce and Industry is codifying those
changes in the rules for the program. These changes include requiring all projects to
file an advance notification, eliminating the miscellanegus capital addition process,
and eliminating maintenance, repairs and environmentally required upgrades from
eligibility for the tax exemption.

Additionally, the rule changes require that companies who want to participate in the
program seek and receive approval from both local and state governments. Firms
wishing to participate must file two exhibits, Exhibit “A” and Exhibit “B,” which have
separate requirements regarding state and local requirements to be eligible for the
exemption, respectively. If the terms of Exhibits “A” and “B” differ on the term of the
exemption and/ffor the percentage of property tax eligible for the exemption, the
provisions of Exhibit “B” will take precedent.

Furthermore, the term of the renewal contracts is now limited to 3 years and the
percentage of exemption is for renewed contracts is now 80%. This is a change from
the previous practice of renewing contracts for up to 5 years at a 100% exemption
percentage. However, advances filed and miscellaneous capital additions approved
prior to June 24, 2016 are grandfathered in to the past practice of being renewed for up
to 5 years at a 100% exemption percentage. Lastly, the rules establish a definitions
section to further clarify and explain portions of the rules.

Sources of funding for implementing the proposed rule or rule change.

SOURCE

FY 16-17 FY 17-18 FY 18-19

State General Fund $0

Agency Self-Generated 0 0 0
0
0
0

Dedicated

Federal Funds
Other (Specify)

$0 $0

0 0
0 0
0 0

TOTAL

50 $0 $0

4.

Does your agency currently have sufficient funds to implement the proposed action? If not,
how and when do you anticipate obtaining such funds?

The agency currently has sufficient funds to implement the proposed action.

B. COST OR SAVINGS TO LOCAL GOVERNMENTAL UNITS RESULTING FROM THE ACTION

PROPQOSED.

1.

Provide an estimate of the anticipated impact of the proposed action on local governmental
units, including adjusiments in workload and paperwork requirements. Describe all data,



assumptions and methods used in calculating this impact.

There will be no costs or savings to local government.

Indicate the sources of funding of the local governmental unit, which will be affected by these
cosls or savings.

No sources of funding of local government will be affected.



FISCAL AND ECONOMIC IMPACT STATEMENT
WORKSHEET

. EFFECT ON REVENUE COLLECTIONS OF STATE AND LOCAL GOVERNMENTAL UNITS

A. What increase (decrease) in revenues can be anticipated from the proposed action?

REVENUE INCREASE/DECREASE FY 16-17 FY 17-18 FY 18-19
State General Fund 0 0 0

Agency Self-Generated 0 0 0
Dedicated Funds® 0 0 0
Federal Funds 0 o 0

Local Funds increase increase increase
TOTAL increase increase increase

*Specify the particular fund being impacted.

B. Provide a narrative explanation of each increase or decrease in revenues shown in "A." Describe

all data, assumptions, and methads used in calculating these increases or decreases.

The proposed rule changes may increase revenues for local governments by an
indeterminable amount for a number of reasons. First, some projects that previously filed
miscellaneous capital additions, the process for which is being eliminated by the
proposed rule changes, could previously file advances. Second, the DED has not
previously captured how many ITEP program contracts are for maintenance, repairs, etc.,
that are no longer eligible for the exemption. As a result the corresponding aggregate
value of the aforementioned contract types cannot be determined. Lastly, the DED does
not know how many years or percentage of exemption local governing entities will grant,
as local governing authorities have the ability to set contract terms and exemption
percentages and supersede state terms and percentages under the authority of the

proposed rule changes.

The proposed rule changes will not affect revenue collections for state governmental

units.



FISCAL AND ECONOMIC IMPACT STATEMENT
WORKSHEET

COSTS AND/OR ECONOMIC BENEFITS TO DIRECTLY AFFECTED PERSONS OR
NONGOVERNMENTAL GROUPS

A. What persons or non-governmental groups would be directly affected by the proposed action?

For each, provide an estimate and a narrative description of any effect on costs, including
workload adjustments and additional paperwork (number of new forms, additional documentation,
etc.), they may have to incur as a result of the proposed action,

The incomes of companies that will receive fewer benefits from ITEP or are no longer
eligible to participate in the program as a result of the proposed rule changes will
decrease in the same amount as any increases in local revenues, as fewer exemptions will
likely be granted due to the Executive Orders and the rule changes. The proposed rule
changes narrow the scope of ITEP, eliminating the miscellaneous capital additions
process and the eligibility of maintenance, repairs, and environmentally required upgrades
from eligibility. Additionally, firms must file advance notices with the state if they seek
approval to participate in ITEP. Furthermore, contract renewals for firms participating in
the program will only have terms of three years at an exemption percentage of 80%, a
reduction from the previous five-year terms at a 100% exemption percentage, though there
is an exception for firms who filed advances or had miscellaneous capital additions
approved prior to June 24, 2016. As a result of the narrowed scope of ITEP, the economic
benefits available to firms who wish to participate in the program are similarly reduced.

. Also provide an estimate and a narrative description of any impact on receipts and/or income

resulting from this rule or rule change to these groups.

The incomes of companies that will receive fewer benefits from ITEP are no longer eligible
to participate in the program as a result of the proposed rule changes will decrease in the
same amount as any increases in local revenues, as fewer exemptions will likely be
granted due to the Executive Orders and the rule changes.

IV. EFFECTS ON COMPETITION AND EMPLOYMENT

Identify and provide estimates of the impact of the proposed action on competition and employment
In the public and private sectors. Include a summary of any data, assumptions and methods used in
making these estimates.

Companies receiving benefits under this program will gain competitively over companies that
do not receive the program’s benefits. While employment may increase in participating
businesses, employment may be lessened in other competing businesses that do not
participate in the program.



