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FISCAL IMPACT STATEMENT

LS 6812 NOTE PREPARED: Dec 27, 2022
BILL NUMBER: SB 432 BILL AMENDED:  

SUBJECT: Regulation of Short Term Rental Properties.

FIRST AUTHOR: Sen. Melton BILL STATUS: As Introduced
FIRST SPONSOR: 

FUNDS AFFECTED: X GENERAL IMPACT: State & Local
X DEDICATED

FEDERAL

Summary of Legislation: This bill repeals provisions that restrict a local government's authority to regulate
short term rental properties.

Effective Date:  July 1, 2023.

Explanation of State Expenditures: Department of State Revenue: Because this bill’s provisions would
repeal the requirement of the owner of the real property being used as a short-term rental to obtain an
operating permit from the local unit, it’s possible that the number of short-term rentals may start to increase,
thereby resulting in more property owners filing returns for Sales Tax and innkeeper's taxes. The
administrative workload for the Department of State Revenue may possibly increase because the department
would potentially have to process more tax returns for Sales Tax and innkeeper's taxes. The bill’s provisions
are within the  agency's routine administrative functions and should be able to be implemented with no
additional appropriations, assuming near customary agency staffing and resource levels.

Explanation of State Revenues: Class C Infractions: This bill’s provisions would repeal a provision that
allows local units to adopt an ordinance for a permitting program where the owner renting a short term rental
without a permit commits a Class C infraction. Each rental transaction is a separate violation. The maximum
judgment for a Class C infraction is $500, which is deposited in the state General Fund. This repeal may
result in less revenue deposited into the state General Fund, but any revenue decrease is likely to be small.

Explanation of Local Expenditures: Counties, Cities, and Towns: The administrative workload for these
local units of government may decrease since they would no longer have the option to administer a permitting
program for short-term rental properties. On the other hand, since this bill’s provisions would repeal the
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requirement of the owner of the real property being used as a short-term rental to obtain an operating permit
from the local unit, it is possible that the number of short-term rentals may start to increase, thereby resulting
in more property owners filing returns for  innkeeper's taxes. As a result, it is possible that the administrative
workload may increase for those counties that administer their innkeeper's taxes locally.

Explanation of Local Revenues: Permit Fees: This bill’s provision would repeal the option for local units
to charge up to $150 for an initial property permit and a subsequent permit if the permit is revoked for
owners of short-term rental properties. The provision may lead to a decrease in revenue for the local units
of government administering the permit program.  

State Agencies Affected: Department of State Revenue.

Local Agencies Affected: County, city, and town local units of government. 

Information Sources: 

Fiscal Analyst:  James Johnson, 317-232-9869.
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