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Sales/Use/Indirect:
Louisiana Appellate Court Says Store Can’t Claim Bad-Debt Refunds on Sales from
Store-Branded Credit Cards

Docket No. 2023 CA 0186, La. Ct. App. (11/3/23). In a case involving a department store that entered into a
credit card program agreement with a bank that provided retail store-branded credit cards allowing store
customers to purchase goods on credit with the bank serving as exclusive owner of the credit card accounts,
entitled to receive all payments made by cardholders and which funded all cardholder indebtedness on the
accounts, a Louisiana Court of Appeals (Court) held that the department store (specifically, the store’s retail
subsidiaries) failed to meet the requirements for bad debt refunds under Louisiana sales and use tax statutes
and regulations given the underlying facts. The Court explained that for a dealer to claim a sales tax refund on
bad debt resulting from a lending institution’s financed sale under Louisiana law, the dealer must prove:

URL: https://www.la-fcca.org/opiniongrid/opinionpdf/2023%20CA%200184%20Decision%20Appeal.pdf

e There was a purchase of tangible personal property;

e The sale was financed by a lending institution;

e There is an unpaid account balance;

e The unpaid account balance is due to the dealer;

e The unpaid balance constitutes “bad debt” as defined by federal law;

e The dealer has previously paid the tax on the sale that became bad debt;

e The bad debt has been charged off for federal income tax purposes; and

e The lending institution has full recourse against the dealer/seller for any unpaid amounts.

In this case, the underlying unpaid account balances were due to the bank rather than the stores.
Furthermore, the Court explained that the bank, as the lending institution who financed the sales resulting in
the unpaid debts, did not have full recourse against the store for any unpaid amounts generated by the subject
bad debt. Under the facts, the bank bore all credit losses without recourse against the department store,
subject to one limited and indirect exception; that is, when the bank wrote off unpaid credit card debt, the
store’s share of certain revenues generated by the credit card program was reduced. Please contact us with
any questions.

— Danny Fuentes (Houston) Kristina Scoggins (Dallas)
Senior Manager Manager
Deloitte Tax LLP Deloitte Tax LLP
dafuentes@deloitte.com krscoggins@deloitte.com
State Tax Matters Page 1 of 2 Copyright © 2024 Deloitte Development LLC

February 16, 2024 All rights reserved.


https://www.la-fcca.org/opiniongrid/opinionpdf/2023%20CA%200184%20Decision%20Appeal.pdf

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited
(“DTTL"), its global network of member firms or their related entities (collectively, the “Deloitte
organization”) is, by means of this communication, rendering professional advice or services. Before
making any decision or taking any action that may affect your finances or your business, you should consult
a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or
completeness of the information in this communication, and none of DTTL, its member firms, related
entities, employees or agents shall be liable or responsible for any loss or damage whatsoever arising
directly or indirectly in connection with any person relying on this communication. DTTL and each of its
member firms, and their related entities, are legally separate and independent entities.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of
member firms, and their related entities (collectively, the “Deloitte organization”). DTTL (also referred to as
“Deloitte Global”) and each of its member firms and related entities are legally separate and independent
entities, which cannot obligate or bind each other in respect of third parties. DTTL and each DTTL member
firm and related entity is liable only for its own acts and omissions, and not those of each other. DTTL does
not provide services to clients. Please see www.deloitte.com/about to learn more.

Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial advisory, and risk
advisory services to nearly 90% of the Fortune Global 500°® and thousands of private companies. Our
professionals deliver measurable and lasting results that help reinforce public trust in capital markets,
enable clients to transform and thrive, and lead the way toward a stronger economy, a more equitable
society and a sustainable world. Building on its 175-plus year history, Deloitte spans more than 150
countries and territories. Learn how Deloitte’s approximately 415,000 people worldwide make an impact
that matters at www.deloitte.com.

State Tax Matters Page 2 of 2 Copyright © 2024 Deloitte Development LLC
February 16, 2024 All rights reserved.



