
RULE 

Department of Revenue 
Policy Services Division 

Definition of Lease or Rental (LAC 61:I.4301) 

 Under the authority of R.S. 47:301 and R.S. 47:1511 and in accordance with the provisions 
of the Administrative Procedure Act, R.S. 47:950 et seq., the Department of Revenue, Policy 
Services Division, amends LAC 61:I.4301 relative to the definition of lease or rental for sales 
tax purposes. 

 These amendments discuss the seven exclusions from the definition of lease or rental 
provided in R.S. 47:301(7). The amendments also provide guidance to lease-rental dealers and 
their customers in distinguishing between transactions for the lease or rental of tangible personal 
property and transactions for the providing of services. 

 The department's positions concerning sales taxability provided in this Rule supersede any 
conflicting positions of taxability or non-taxability provided in department policy/procedure 
memorandums issued prior to the promulgation date of this Rule. Under Section 61.III.101.C.3 
of the Louisiana Administrative Code, policy/procedure memoranda are no longer used for the 
dissemination of tax policy. 

Title 61 
REVENUE AND TAXATION 

Part I. Taxes Collected and Administered by the 
Secretary of Revenue 

Chapter 43. Sales and Use Tax 

§4301. Definitions 

 A. - C. … 
* * * 

  Lease or Rental— 

   a. General. The lease or rental of tangible personal property for a consideration in 
Louisiana is a transaction that is subject to the sales or use tax. The term lease or rental means 
the grant to another of the right to use and possess tangible personal property for a period of time 
and for a consideration without the transfer of title to the property. In a lease transaction, the 
lessee obtains possession or use of the tangible personal property, so that the lessee has 
enjoyment of the property during a certain time period. Re -leases or sub-leases and re-rentals or 
sub-rentals are also considered as leases or rentals. 

   b. Statutory Exclusions. Some arrangements or agreements for the use of tangible 
personal property are specifically excluded in R.S. 47:301(7) (b) through (h) from the definition 
of lease or rental. The types of arrangements or agreements that are not defined as leases or 
rentals are: 

    i. the lease or rental for re-lease or re -rental of property to be used in 
connection with the operating, drilling, completion, or reworking of oil, gas, sulfur, or other 



mineral wells. The lease or rental for re-lease or re-rental of casing tools, pipe, drill pipe, tubing, 
compressors, tanks, pumps, power units, and other drilling or related equipment qualifies for 
exclusion if the property is to be used for one of the specified purposes. The re-lease or re-rental 
to the ultimate user is not exempt; 

    ii. the lease or rental of property to be used in the performance of contracts 
with the United States Navy for the construction or overhaul of U.S. Naval vessels; 

    iii. the lease or rental of airplanes or airplane equipment by commuter airlines 
domiciled in Louisiana;  

    iv. the lease or rental of items that are reasonably necessary for the operation 
of free hospitals in Louisiana; 

    v. the lease or rental of certain limited items of educational materials for 
classroom instruction by approved private and parochial elementary and secondary schools; 

    vi. the lease or rental by Boys State of Louisiana, Inc. and Girls State of 
Louisiana, Inc. of materials for use by those organizations in their educational and public service 
programs for youth; and 

    vii. the lease or rental of motor vehicles by motor vehicle dealers and 
manufacturers for use in furnishing to customers in the performance of dealers' or manufacturers' 
warranty obligations or when the applicable warranty has lapsed and the leased or rented motor 
vehicle is provided at no charge. 

   c. Transactions involving both the providing of tangible personal property and the 
performance of a service. 

    i. A lease or rental does not include providing tangible personal property with 
an operator who provides some additional service for a fixed or indeterminate period of time 
when the essence of the transaction is the performance of a service. The essence of the 
transaction is to provide a service when obtaining the tangible personal property is not an end in 
and of itself but rather furnishes the mechanism through which a service is provided. 

    ii. In order to determine the essence of a transaction involving both the 
performance of a service and the providing of tangible personal property, the facts and 
circumstances of each transaction must be examined. The following factors suggest, but are not 
necessarily conclusive, that the essence of the transaction is for the performance of a service: 

     (a). in order for the tangible personal property to perform as designed, the 
owner's operator maintains control over the property. This level of control by the owner’s 
operator involves more than maintaining, inspecting, or setting-up the property; 

     (b). the contract between the owner of the property and the person 
receiving the services and property provides for the performance of a specific job that requires 
services for a certain number of hours or until completion of a specific job; 

     (c). the performance of the job using the tangible personal property is 
conducted in a manner determined by the owner of the property; 

     (d). the owner of the tangible personal property is responsible for choosing 
the particular piece of property to be used in the transaction; or 



     (e). the owner of the tangible personal property has a standard business 
practice of not allowing customers to rent the property separately from the services provided. 

   d. Revenue Sharing Arrangements. Agreements, joint ventures, arrangements, or 
partnerships between exhibitors (movie theater operators) and film distributors place significant 
restrictions on the use of the movies and on the proceeds from the use of the movies. These 
agreements are more in the nature of revenue sharing agreements and would not qualify as leases 
or rentals because of the restrictions placed on the party using the tangible personal property. An 
example of this arrangement would be an agreement between an exhibitor and a film distributor 
that not only stipulates that the proceeds from the showing of the film are to be shared, but also 
specifies the amount to be charged to the movie patron, the number of and/or the time of 
showings, or the types or sizes of the facilities where the film is shown. 

* * * 

 AUTHORITY NOTE: Promulgated in Accordance with R.S. 47:301 and R.S. 47:1511. 

 HISTORICAL NOTE: Promulgated by the Department of Revenue and Taxation, Sales Tax 
Section, LR 13:107 (February 1987), amended by the Department of Revenue and Taxation, 
Sales Tax Division, LR 21:957 (September 1995), LR 22:855 (September 1996), amended by the 
Department of Revenue, Policy Services Division, LR 27:1703 (October 2001), LR 28:348 
(February 2002), LR 28:1488 (June 2002), LR 28:2554 (December 2002). 
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