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Revenue Estimating Conference

The Conference meets 2-3 times per year or as needed and presents two independent forecasts from the Office of
Planning and Budget or OPB (Executive Branch) and Legislative Fiscal Office or LFO (Legislative Branch).

The official forecast estimates expected recurring and non-recurring state revenue and is adopted by the Conference to
become the constraining factor in the current and ensuing year budgets. The forecast also contains long-range estimates
with a forecast horizon of 5 years.

The REC typically meets just before the release of the Executive Budget and again during session to most closely align
anticipated revenue with budget appropriations. After session, REC may meet to incorporate session action.

The REC has a unanimous vote requirement on all votes.

The Conference includes Governor, Speaker of the House, President of the Senate and a university economist (selected
by the other three from a list), currently Dr. Stephen Barnes, with an annual rotation of the chairmanship.



Revenue Estimating Conference (REC)

The REC sheets include several schedules that forecast all state revenue
State General Fund (SGF) Revenue

These pages are the focus of the economists’ efforts

e Page 1 contains gross State General Fund revenue (also referred to as Taxes, Licenses and
Fees or TLF)

Schedule A (C”"Ef“t year) * Page 2 contains summaries of dedications, both statutory and constitutional, dedicated
Schedule B {ensuing year) fund accounts and certain mandatory spending

 The difference between Page 1 TLF and the Page 2 total is State General Fund Direct (SGF),
which is the figure that constrains State General Fund spending in the budget.

Schedule C (current year) Long term SGF forecasts in the same format as Schedule A/B; only the adopted long-term
Schedule D (ensuing year) | | forecast is included in the official REC sheets

Schedule E2 (current year)
Schedule F2 (ensuing year)

Actual fund names of related dedications that appear on page 2 of Schedule A/B




Revenue Estimating Conference (REC)

This is page 1 of the
adopted REC forecast
that shows both
forecasts for:

Taxes, Licenses and Fees
(TLF) or gross state
general fund revenue
and

State General Fund
Direct (SGF) or net state
general fund revenue

— @ =

The 40+ categories are the
identified SGF revenue sources
arranged by the collection
agency.

The Department of Revenue
collects about 75% of the SGF
revenue.

Occasionally, a one-time or
forecast-dependent dedication is
included on page 1 as well as any
revenue deemed non-recurring.



Revenue Estimating Conference (REC)

This is page 2 of the
adopted REC forecast
that shows both
forecasts for:

Dedications of state
general fund revenue

— @ =

The dedications may be
statutory or constitutional or, in
a few instances, a mandatory
use of SGF revenue.

The page 2 total appears on
page 1 and is deducted from TLF
to calculate SGF.



Revenue Estimating Conference (REC)

Schedule E2/F2 depict the specific funds that
receive deposits from SGF sources. These funds
coordinate with the often aggregated categories
found on page 2 and any one-time or forecast-
driven dedications from page 1. The forecast
includes the beginning balance and SGF generated
during the fiscal year.

Mandatory spending items, such as the Revenue
Department 1%, do not appear on this schedule.
Truncated for viewing — full page in packet

Some of these funds, such as Coastal Protection and
Restoration Fund, may also accept deposits from
sources other than SGF. These funds will appear on
both Schedule E1 and E2, which should be added
together for the cumulative total forecast of the
fund. The total of dedicated funds, both SGF and
other means of finance, appears at the bottom of /
Schedule E2.

Dedication totals



Revenue Estimating Conference (REC)

The REC sheets include several schedules that forecast all state revenue

Non-SGF Dedications and Self-Generated Revenue
Act 419 of 2013 Regular Session directs the REC to include a forecast of all state funds

Schedule E1 (current year)
Schedule F1 (ensuing year)

All funds that contain state revenue not derived from state general fund sources arranged by
unique identifier

Schedule G

All self-generated funds arranged by the generating agency and the dedicated fund accounts
that were previously statutory dedications for current and ensuing fiscal years




Revenue Estimating Conference (REC)

Schedule E1/F1 contain all the specific funds that receive
deposits from non-SGF state sources (federal funds not
required) in the same format as Schedule E2. -

Schedule E2 includes about 400 funds and multiple
pages that are appropriated in the budget. The forecast
of these funds is not as stringent as the SGF forecast but
still requires intricate attention to detail.

Act 419 was enacted in response to ad hoc resources Truncated for viewing — full pages in packet
placed into certain funds and anticipates an in-depth

analysis of those funds. However, it requires a forecast

of the entire population of state funds, which is time

consuming.

This forecast limits what can be appropriated in the
same manner as the SGF.



Revenue Estimating Conference (REC)

Schedule G contains all self-generated revenue by agency in which it is generated along with dedicated fund accounts that
contain self-generated revenue

Truncated for viewing — full pages in packet



Revenue Estimating Conference (REC)

At each meeting, the Department of Revenue presents a forecast of the incentive expenditures that is informative but not
explicitly built into the REC forecast

Truncated for viewing — full page in packet
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Income and Franchise Tax Fiscal Notes

Iltems of consideration:
* The year of tax filing because annual collections contain multiple tax year filings

* Percentage and timing of taxes payments through withholding, estimated, and fiduciary including extensions, depending on
the legislation

» Refundable credits, rebates, and any other state obligations that are outstanding against the tax (if the tax goes away, what
will need to be deducted from other taxes)

» For Tax Year 2020, credit carryforwards are currently:
Personal Income Tax $176.9 M
Corporation Income Tax $691.5M

TY 2021 still has valid extensions or due dates and cannot be finalized; Carryforwards require a complex determination and do not include
outstanding credits or rebates from certain programs

* Programs implemented through income or franchise tax that may require a direct payment if the tax is eliminated (such as
the Quality Jobs Program)

13



Personal Income Tax Revenue by Fiscal Year Personal Income Tax Percentage of TLF by Fiscal Year
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p | Budgeted as:
100% SGF (no dedications)
Other Notes:
* LSED - Sports Facility Assistance Fund non-resident athlete
(S millions) \4 income tax payments that are not included in REC figures,

: : : hly $5-6M annually.
Implied . Net Revenue .. Contributionsto % of State roughly
P All Deductions Dedications °

Gross i’ Collections State General General * Elective check-offs are dependent on overpayments (i.e.,
Assistance Fund, Cancer and Lung Trust Fund, etc.)
Fy21 6,347.9 2,3913 3,956.6 0 3,956.6 37.8% e Collections from the offset program could be impacted,
0 particularly through the Office of Debt Recovery as well as
FY22 6,889.2 2,333.1 4,556.1 0 4,556.1 41.1% LDR self-generated fees
FY23 (est.) 6,715.9 2,390.8 4,325.1 0 4,325.1 39.2% e Contracted payments, such as Quality Jobs, film credits, etc.

e Earned Income Tax Credit, Refundable Childcare credits and
School Readiness credits are used as state match to draw
down federal funding. 14




S Millions

Corporate Income and Franchise Tax Revenue by Fiscal Year Corporate Income and Franchise Tax Percentage of TLF by Fiscal Year

1,600

1,400 A

14%

12%

1,200
/ \ 10%
1,000 N\
[\ A
800

600 o~ ’\,/ k 6%
400 \’\/ \/\vj \ / 4%

200 Vv 2% H‘ IHH!H
0%

O NN ONRNRNDOHAANMNSTNONNNAOANMTINONOWOO N
AN NODNNONNOOOOOO0OOOO0OOH-HeHeadoddoddodod NN
70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 24e 26e

23e
24e
25e
26e

2018 CIFT returns:

37% Franchise >
63% Income

Budgeted as:

S600M in SGF
Remainder to Revenue Stabilization Fund - savings

Other Notes:
Implied All Deductions Net Revenue Dedications Contributions to % of State llections f he off b
Gross . Collections State General General _CO ections rom the offset program couldbe
(Tax Exemption Budget) (REC page 2) . . impacted, particularly through the Office of Debt
Revenue (REC page 1) Fund Direct Fund Direct
Recovery as well as LDR self-generated fees
Fy21 2,043.4 1,238.0 805.4 205.4 600.0 5.7%  Contracted payments, such as Quality Jobs, film
credits, etc.
FY22 2,711.5 1,309.3 1,402.2 802.2 600.0 5.1%
* School Readiness credits are used as state match to
FY23 (est.) 1,927.4 1,277.4 650.0 50.0 600.0 5.4% draw down federal funding.
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Tax Year 2022 Income and Franchise Tax Reform
Enacted Legislation with Estimated Fiscal Impacts

Act of 2021

Regular
Session

Summary

Personal Income Tax rate reductions and base expansion by eliminating
395 the federal income tax deduction and the excess itemized (except medical)
deduction; imposes a revenue trigger for further personal income tax rate
reductions

$1,500,000

$1,000,000

(5600,000)

($600,000)

(5600,000)

Constitutional amendment — federal income tax deduction made permissive for
134 both personal and corporate income tax; removes fixed rates and brackets for
personal income tax but limits the maximum rate to 4.75%

NA (impact of lowering top personal income tax rate from 6% to 4.75% is included in Act 395 impacts)

PERSONAL TOTAL $1,500,000 $1,000,000 ($600,000) ($600,000) ($600,000)
Corporate Income Tax rate changes and bracket compression; base
396 expansion by eliminating the federal income tax deduction; imposes revenue $5,300,000 $26,300,000 $ 29,200,000 $ 29,200,000 $29,200,000
growth trigger for further corporate franchise tax rate reductions
389 Corpc.)ra.te Fran(?hlse Tax permanent elimination of the lower tier and ($7,500,000) ($25,200,000) ($50,300,000) ($55,900,000) ($55,900,000)
reduction in upper tier rate
CORPORATE TOTAL ($2,200,000) $1,100,000 (521,100,000) (526,700,000) (526,700,000)

NET IMPACT

($700,000)

$2,100,000

($21,700,000)

($27,300,000)

($27,300,000)
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Tax Year 2022 Personal Income Tax Reform
Fiscal Note Estimates

Act of 2021

Regular Summary
Session

Personal Income Tax rate reductions and base expansion by

395 eliminating the federal income tax deduction and the excess itemized (except $1,500,000 $1,000,000 ($600,000) ($600,000) ($600,000)
medical) deduction; imposes a revenue trigger for further personal income tax

rate reductions

Goal: revenue neutrality to the state fisc — broaden base, lower rate
Assumptions for taxes paid through various methods are:

79% Withholding (assuming a one quarter lag in withholding adjustments) 13% with Returns 8% Quarterly Declarations

FY22 one quarter of TY22 withholdings (small impact)
FY23 three quarters of TY22 withholdings, TY 22 returns, two quarters of TY23 withholdings (inflated impact)

FY24 two quarters of TY23 withholdings, TY23 returns, two quarters of TY24 withholdings (normal year) Personal Income Tax collections are in excess of $4 billion
annually. The impact of this law is essentially revenue

Liability Change neutral to the state, but not necessarily to every household.
FY 22 FY 23 FY 24 FY 25 FY 26 5-Year Total

Liability Change $1,500,000 $8,500,000 $6,900,000 $6,900,000 $6,900,000 $30,700,000

Wzelier). Bresss $0 ($7,500,000) ($7,500,000) ($7,500,000) ($7,500,000) ($30,000,000)

Itemized Deduction* T T T T T

Revenue Change $1,500,000 $1,000,000 ($600,000) ($600,000) ($600,000) $700,000

* Excess Itemized Deduction was eliminated and the remaining deduction related to medical expenses estimated at $7.5M annually was reincorporated. 17



Fiscal Note Estimates

Tax Year 2022 Personal Income Tax Reform

FY 22 FY 23 FY 24 FY 25 FY 26 5-Year Total
Liability Change $1,500,000 $8,500,000 $6,900,000 $6,900,000 $6,900,000 $30,700,000
MIEeIEE] 2Esee $0 ($7,500,000) ($7,500,000) ($7,500,000) ($7,500,000) ($30,000,000)
Itemized Deduction* e e e e e
Revenue Change $1,500,000 $1,000,000 ($600,000) ($600,000) ($600,000) $700,000

* Excess Itemized Deduction was eliminated and the remaining deduction related to medical expenses estimated at $7.5M annually was reincorporated.

Revenue neutral to the state is NOT the same as revenue neutral to every taxpayer.

Taxpayers can no longer take the federal tax deduction. The impact of this component of tax reform is equal to or less than the decrease in rates for
non-itemizers, resulting in an expected flat or declining tax liability.

However, those itemizing can no longer take the excess itemized deduction (except medical). The loss of this deduction is predicted to increase their
taxable base income more than the rate decrease, resulting in an increased tax liability for many. This increase is offset by any allowable excess

itemized deductions due to medical expenses.

Full Year Tax Liability estimates (includes non-resident and resident filers and federal AGI less than zero):

Itemizers S83.8 M
Non-ltemizers -$76.9 M
Net S6.9 M

Prior to the Federal Tax cuts of 2018, about 20% of taxpayers were itemizers. After the increase in the federal standard deduction, only about 7% of
resident taxpayers were itemizers (18% of non-resident taxpayers).
18



Personal Income Tax Microsimulation Model Statistics
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Tax Year 2022 Personal Income Tax Reform
Distributional Impacts

Non-Itemizers Itemizers
A t % A t %
N % of ggrega. e % of % of ggrega. e % of
Filing Status # Returns Returns Change in | Aggregate | # Returns Returns Change in | Aggregate
Tax Liability | Change Tax Liability | Change

Single/Married Filing Separately 754,116 46% -§7,951,112 10% 53,240 43% $27,224,440 40%
Joint/Surviving Spouse 526,401 32% -$41,862,684 51% 57,694 46% $36,418,098 54%
Head of Household 369,617 22% -$32,241,887 39% 13,959 11% $3,978,101 6%
TOTAL RESIDENT 1,650,134 100% -$82,055,683 100% 124,893 100% $67,620,639 100%




Tax Year 2022 Personal Income Tax Reform

Estimated Distributional Impacts

Estimated Effective Personal Income Tax Rate
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Tax Year 2022 Corporate Income Tax Reform
Fiscal Note Estimates

Act of 2021

Regular Summary
Session

Corporate Income Tax rate changes and bracket compression; base
396 expansion by eliminating the federal income tax deduction; imposes revenue $5,300,000 $26,300,000 $ 29,200,000 $ 29,200,000 $29,200,000

growth trigger for further corporate franchise tax rate reductions

Goal: to increase corporate income tax collections to cover a reduction in the corporate franchise tax rate

Rates on all taxable income except $150,000-$200,000 were reduced and the federal tax deduction was eliminated to broaden the base. The net
impact was estimated to raise corporate income tax collections slightly, which is why this bill as a standalone was estimated to have a positive
impact to the state general fund.

Corporate Income Tax Rates

Taxable Income Pre-2021 Tax  Post-2021 Assumptions for the flow of returns:
X . . . . .
Reform Tax Reform 18% in Year 1 (estimated payments) 72% in Year 2 (returns and extensions) 10% in Year 3
(o) (o)

$0-25,000 4% 3.5% Aggregate 90% Aggregate 100%
$25,000-$50,000 5% 3.5%
$50,000-$100,000 6% 5.5%
$100,000-$150,000 7% 5.5%
$150,000-5200,000 7% 7.5%

$200,000+ 8% 7.5%
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Tax Year 2022 Corporate Franchise Tax Reform
Fiscal Note Estimates

Act of 2021
Regular Summary

Session

389 Corporate Franchise Tax permanent elimination of the lower tier

($7,500,000) ($25,200,000) (550,300,000) (555,900,000) (555,900,000)
and reduction in upper tier rate

Goal: to reduce the corporate franchise tax rate

With the permanent elimination of the lower tier and a rate reduction in the upper tier, all entities paying Corporate Franchise Tax will have
reduced liabilities.

Entities paying the Corporate Franchise Tax will have a taxable equity capital greater than $300,000.

The lower tier was suspended through FY 23 and is permanently eliminated with this bill. Thus, only FY 24 and beyond contain the impact of the
lower tier elimination.

Estimates based on total collections

Assumptions for the flow of returns:
45% for current tax year 50% for the previous tax year 5% for an earlier tax year
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Tax Year 2022 Income and Franchise Tax Reform
Enacted Legislation with Estimated Fiscal Impacts

Act of 2021

Regular
Session

Summary

Personal Income Tax rate reductions and base expansion by eliminating
395 the federal income tax deduction and the excess itemized (except medical)
deduction; imposes a revenue trigger for further personal income tax rate
reductions

$1,500,000

$1,000,000

(5600,000)

($600,000)

(5600,000)

Constitutional amendment — federal income tax deduction made permissive for
134 both personal and corporate income tax; removes fixed rates and brackets for
personal income tax but limits the maximum rate to 4.75%

NA (impact of lowering top personal income tax rate from 6% to 4.75% is included in Act 395 impacts)

PERSONAL TOTAL $1,500,000 $1,000,000 ($600,000) ($600,000) ($600,000)
Corporate Income Tax rate changes and bracket compression; base
396 expansion by eliminating the federal income tax deduction; imposes revenue $5,300,000 $26,300,000 $ 29,200,000 $ 29,200,000 $29,200,000
growth trigger for further corporate franchise tax rate reductions
389 Corpc.)ra.te Fran(?hlse Tax permanent elimination of the lower tier and ($7,500,000) ($25,200,000) ($50,300,000) ($55,900,000) ($55,900,000)
reduction in upper tier rate
CORPORATE TOTAL ($2,200,000) $1,100,000 (521,100,000) (526,700,000) (526,700,000)

NET IMPACT

($700,000)

$2,100,000

($21,700,000)

($27,300,000)

($27,300,000)
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La. Net Income

Exempt from CIT

Less than O
Equal to 0

$1
$12,501
$25,001
$50,001
$75,001
$100,001
$250,001
$500,001
$750,001
$1,000,001
$1,250,001
41,500,001
$2,000,001
$4,000,001
$6,000,001
$8,000,001

$12,500
$25,000
$50,000
$75,000
$100,000
$250,000
$500,000
$750,000
$1,000,000
$1,250,000
$1,500,000
$2,000,000
$4,000,000
$6,000,000
$8,000,000
$10,000,000

$10,000,001 plus

Number

Returns

955
32,945
24,649
10,058
2,991
3,030
1,569
1,037
2,570
1,396
589
355
255
174
243
392
153

79

48

178

83,666

DISTRIBUTION OF COMBINED STATE CORPORATE INCOME & FRANCHISE TAX LIABILITY
RETURNS WITH NO S-CORP EXCLUSION *
ALL BUSINESS ENTERPRISES COMBINED
ALL NET INCOMES**, TAX TABLE LIABILITY BASIS ***
TAX YEAR 2019 TAX RETURNS

Average Average Aggregate Average Average Aggregate Combined

Taxable Income Tax  Income Tax Taxable Franchise Tax  Franchise Tax Avg Tax

Income * $ Change Change Capital $ Change Change $ Change
n/a n/a n/a $2,886,120 ($810) ($528,101) (5810)
n/a n/a n/a $2,430,393 ($651) {$17,858,196) ($651)
n/a n/a n/a $345,689 ($87) ($1,966,518) (587)
$2,912 (s5) {546,556) $171,186 ($69) (5664,237) ($74)
$13,659 ($21) ($61,929) $239,477 ($129) ($363,953) ($150)
$26,809 (s88) ($266,941) $408,987 ($199) ($566,940) ($288)
$45,668 ($147) ($230,368) $620,105 ($277) ($409,814) ($424)
$63,778 ($152) ($157,358) $1,116,482 ($425) ($420,362) ($577)
$120,598 ($127) ($324,449) $1,600,791 ($580) (51,383,070) ($707)
$273,387 $538 $746,279 $2,728,794 ($928) (51,223,970) ($390)
$473,301 $1,166 $677,418 $4,820,466 {$1,460) ($806,020) (5294)
$695,444 $1,122 $390,416 $6,528,392 ($1,888) ($626,951) ($767)
$863,664 $2,076 $525,204 $10,355,697 ($2,855) ($696,502) ($779)
$1,047,997 $3,063 $526,819 $9,495,904 (52,478) ($418,789) $585
$1,356,027 $5,238 $1,262,413 $15,400,064 ($3,729) ($854,027) $1,509
$2,062,622 $7,189 $2,803,769 $25,349,783 ($6,531) ($2,422,904) $658
$3,681,567 $11,285 $1,715,379 $49,673,413 {512,519) (51,802,670) ($1,233)
$5,035,267 $8,182 $646,380 $49,918,972 ($12,768) ($995,939) ($4,586)
$6,153,521 $21,196 $1,017,414 $57,624,275 (514,723) ($662,523) $6,473
$26,750,837 $66,270 $11,795,994 $199,916,092 ($49,505) {$8,366,334) $16,765

$21,019,884 ($43,037,818)

Combined
Aggregate
$ Change

($528,101)
($17,858,196)
($1,966,518)
($710,793)
($425,882)
($833,881)
{$640,182)
($577,720)
($1,707,519)
($477,691)
($128,602)
($236,535)
($171,298)
$108,030
$408,387
$380,865
($87,291)
($349,559)
$354,891

$3,429,660

($22,017,934)

* The table does not include S-corporation returns where all or a portion of net income was excluded from corporate taxation and passed through to individual income tax

retumns.

** For state tax purposes, It is typlcal for large numbers of corporate returns to report zero or negative net Income.
*** Tax table |labillty is prior to any credits (nonrefundable or refundable) and rebates, that determine final llabllity. While final llabllity Incorporates all credits and

rebates, they are largely unique to each firm, and are not generally applicable or utilized.
! Average taxable Income and capital are the reported tax table tax bases on the retums included in each net income cohort row under current law, prior to the effect the

proposed tax changes.
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