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CONSIDERATIONS FOR REFORMING LOUISIANA'S

TAX STRUCTURE
Taxes do matter to businesses.

How does LA's business climate compare with our
Immediate state neighbors and our regional

competitors?

Are incentives more likely to lure businesses than broad-
based tax reform?



CONSIDERATIONS FOR REFORMING LOUISIANA'S
TAX STRUCTURE

Results from changes to Louisiana’s healthcare, infrastructure, or
education systems — while beneficial — take decades.

Tax code changes have an immediate impact on the business
climate.

Tax changes do not operate in a vacuum.



CONSIDERATIONS FOR REFORMING LOUISIANA'S
TAX STRUCTURE

What tax structures exist in economically competitive states?

States have taxes in common but great variation in how they are
imposed and administered.

Most states use all forms of taxation, but a handful forgo certain
forms (corporate or individual income tax, or sales tax).
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CORPORATE INCOME & FRANCHISE TAX
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TAX COLLECTIONS VS TAX EXPENDITURES

Analysis of Tax Collections vs. Exemptions*
In Millions

(FY 2020-21)
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Il | Actual Collections $ 809 $ 270 $ 292 $ 4,118 $ 3,587 $ 609 $ 439 $10,124
[:] Estimated Exemptions $ 1,413 $ 164 $ 245 $ 2,102 $ 2,489 $ 261 $ 188 $ 6,862
Total Potential Collections  $ 2,222 $ 434 $ 537 $ 6,220 $ 6,076 $ 870 S 627 $16,986
Percentage of Estimated .
Exemptions to Total 63.59% 37.79% 45.62% 33.79% 40.96% 30.00% 29.98% 40.40% Source: FY 21-22 Tax Exemption Budget
Potential Collections published by the La. Dept. of Revenue

se Fiscal Division Page 44



What “oxpenditures™ aro applied against Louisiana’s corporate income tax?**

29 1%

3%

0O Subchapter S Corporation Exclusion
0O Motion Picture Investor and Infrastructure Tax Credit
@ Net Louisiana Operating Loss Deduction

429, @ Inventory Tax Ad Valorem Tax Credit
(1]

B Louisiana Quality Jobs Program

@ Federal Income Tax Deduction

@ Insurance Company Premium Tax Credit
O Enterprise Zones
0O Rehabilitation of Historic Sites

0O All Other Exemptions

** Potential for double counting of exemptions in corporate income tax and corporate franchise tax

Source: Tax Exemption Budget 2021-2022



INDIVIDUAL INCOME TAX



Louisiana’s individual
INCOME TAX ranking
among southern states

Source: Tax Foundation 2023 State Business Tax Climate Index
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TAX COLLECTIONS VS TAX EXPENDITURES

Analysis of Tax Collections vs. Exemptions*
In Millions

(FY 2020-21)
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Il | Actual Collections $ 809 $ 270 $ 292 $ 4,118 $ 3,587 $ 609 $ 439 $10,124
[:] Estimated Exemptions $ 1,413 $ 164 $ 245 $ 2,102 $ 2,489 $ 261 $ 188 $ 6,862
Total Potential Collections  $ 2,222 $ 434 $ 537 $ 6,220 $ 6,076 $ 870 S 627 $16,986
Percentage of Estimated .
Exemptions to Total 63.59% 37.79% 45.62% 33.79% 40.96% 30.00% 29.98% 40.40% Source: FY 21-22 Tax Exemption Budget
Potential Collections published by the La. Dept. of Revenue

se Fiscal Division Page 44



What “expenditures™ ar applied against Louisiana’s INDIVIDUAL tax?

O Federal Income Tax Deduction
0O Personal Exemption-Standard Deduction
@ Excess Federal Itemized Deductions

B Social Security Benefits

@ State Employees, Teachers, and Other Retirement Benefits

@ Net Income Taxes Paid to Other States Credit

O Earned Income Tax Credit
O Federal Retirement Benefits

O Net Capital Gains

0O All Other Exemptions



BUSINESS TAX INCREASES ENACTED BY THE
LEGISLATURE IMPACTING FYS 16 - 23



Revenue-Raising Legislation

2015 RS

FY 17

FY 18 FY 19 FY 21 FY 22

FY 23

Act 103 (Broadwater): Hi mnates the three
year carry-back option for Net Operating Loss
deductions for corporate income tax and
increases the carry-over period from 15 years
to 20 years.

Act 123 Jackson Reduces certan corporate
income tax exd usions and deductions by 28%
fromJdy 1, 2015 to June 30 2018 (does not
affect the S Corporations exd usion). See Act 6
of 2016 for i npact of changes to Net Operati ng
Loss.

Act 125 Act 29 (Jackson) (2016): Reduces
certan inconme and corporate franchise tax
credts and incentives by 28% from July 1,
2015 to June 30 2018 (does not reduce
inventory tax credit).

Act 133 (Adans): Provides for carry forward
rather than refunds of 25% of tax credts for
inventory and natural gas storage paid as ad
val oremtaxes toloca governments (does not
appy to conpanies WwWth inventory tax
liakilities of $10, 000 annually or | ess). Removes
refundability of various R&D tax credits.

$29,000,000

$17,000,000

$31,500,000

$129,000,000

$29,000,000

$17,000,000

$33,500,000

$138,000,000

$29,000,000 $29,000,000 $29,000,000 $29,000,000 $29,000,000

assumed assumed
$11,900,000 -$37,000,000 -$37,000,000 N/A N/A
$27,600,000 -$2,900,000 -$3,600,000 N/A N/A

$146,000,000 $156,000,000 $166,000,000 $166,000,000 $166,000,000
assumed assumed

$29,000,000
assumed

N/A

N/A

$166,000,000
assumed



Revenue-Raising Legislation

2016 1%t Special Session

FY 17

FY 18

FY 19 FY 20 FY 21 FY 22 FY 23

Act 6 (Broadwater): Proh bits the amount o the $105,000,000

Net Operating Loss deducti on from exceed ng 72%
of La net incone. Efective retroactivdy on Jan 1],
2016. (BIl was passed as "d arificati on" tolanguage
in Act 123 of 2015.)

Act 12 (Janes): Expands the base o the franchise
tax to extend it to captd, dants, o property
owned drectly or indrectly by a partnership, jant
venture or other business organization of which
the corporation is a rdated party Appies the
franchise tax to LLGCs if the conpany is taxed as a
Subchapter Ccorporation at the federd | evd (does
not appy to LLGs qualified to be taxed as
Subchapter S corporations). Increases the rate of
the franchise tax in the iritid year from $10 to
$110 but requires the taxpayers dready in
existence to pay the actua franchise tax instead.
Applicable to tax periods beginning Jan. 1, 2017.

Act 16 (Leger): Requires corporations to add- back
ot her wse deductiHl e interest expenses and costs,
intang de expenses and costs, and managenent
fees drectly orindrectly pad accrued, incurred tg
or in connection wthone or nore drect orindirect
transactions wth one o nore rdated nembers
(such ad ust ments are not requiredif a corporati on
shows theitem was dready taxed or if the princi pal
purpose of the transaction was not taken to ava d
La. inconme tax). Applicabl e totax periods beginn ng
Jan. 1, 2016.
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"relatively
small
additional
receipts"
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$105,000,000

$10,340,000

"larger gain in

receipts"

L1 PN P e | |

$105,000,000

$89,300,000

"larger gain in
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$105,000,000  $105,000,000 $105,000,000 $105,000,000  $105,000,000

assumed assumed assumed assumed assumed

$94,000,000 $94,000,000 $94,000,000 $94,000,000 $94,000,000
assumed assumed

"larger gain in "larger gain in  "larger gain

receipts" receipts" in receipts"
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Revenue-Raising Legislation

FY
16

FY 19

FY 20

FY 21

FY 22

FY 23

2016 2" Special Session

Act 4 ( Morrdl): Restores 100% of the refundable inventory tax
credt for those current taxpayers whose tota paynment of ad
vl orem tax digde for the credt is bet ween $10k and S500k.
Mai ntains 75% refundahbility for current taxpayers wth digHe
credts bet ween $500k and S1m Busi nesses created after April 15,
2016, wll receéive 75% of the credt for tax digHe bet ween $10k
and S1m and 100% of the credt bdow S$10k Hi mnates
refundability for credts nore than SImandinstead estabishes a 5
year carry-forward provision Appicald e to tax returns and refund
claims filed after July 1, 2016.

Act 5 ( Wird): Converts the state inventory tax credt from a
refundabl e credt to a nonrefundable credit wth a 5year carry
forward provision for taxes paid oninventory by manufacturers that
adso receve the ad va oremindustrid tax exenption in the same
year. Applicad etoreturns filed after JUy 1, 2016, regard ess of the
taxable year to which the return relates.

Act 8 (Reyndds): Changes the apportionment forrmua for
cdcd ating corporateinconme and franchise tax. Requires sd es ot her
thantang W e personal propertyto be sourced to La if the taxpayer's
market for the sdeisin La Appical e totax periods beg nning Jan.
1, 2016.

Act 10 (Price): Changes the date that interest beg ns to accrue on
tax overpay ments to 90 days after the date the return was due, the
return da mng overpaynment was filed or the tax was pad,
whi chever is later. Hfective for refunds paid on or after Sept. 1,
2016, regardless of the taxable period.

N/A

N/A

N/A

N/A

$17,300,000

$57,000,000

"increase"

$16,700,000

FY 17 FY 18

$17,300,000

$57,000,000

"increase"

$20,000,000

$17,300,000

$57,000,000

"increase"

$20,000,000

$17,300,000

$57,000,000

"increase"

$20,000,000

$17,300,000

$57,000,000

"increase"

$20,000,000

$17,300,000
assumed

$57,000,000
assumed

"increase"
assumed

$20,000,000
assumed

$17,300,000
assumed

$57,000,000
assumed

"increase"
assumed

$20,000,000
assumed



Revenue-Raising Legislation FY FY 17 FY 18 FY 19 FY 20 FY 21 FY 22 FY 23
2016 2" Special Session

Act 11 ( Montoucet): Li mts the ind vi dual income tax deduction for "material "material "material "material "material "material "material
net capitd gans to appy only to a busi ness in which the taxpayer increase" increase" increase" increase" increase" increase" increase"
was enpl oyed or nateridly partid pated for five years and hd d for assumed assumed
five years prior toits sa e Reduces the deduction to 50%for those
doniciled bet ween 5 and 10 years, to 60%for those doniciled 10 to
15 years, to 70%for those donicil ed 15 to 20 years, to 80%for those
donicled 20 to 25 years, to 90%for those domiciled 25 to 30 years.

Applicab e to sd es or exchanges in equity interests occurring after
the effective date of the Act.

Revenue-Raising Legislation FY 19 FY 20 FY 21 FY 22 FY 23
2017 RS

Act 400 (Luneau): Removes the June 30 2018 sunset provision to N/A N/A SO $12,500,000 $12,500,000 $12,500,000 $12,500,000 $12,500,000
make per manent 28% reductions to certan income and franchise assumed

tax credts indudng credts for techndogy commercidization,
e npl oyee and dependent heathinsurance coverage, and donati ons
to public schools, among others.

Revenue-Raising Legislation FY 19 FY 20 FY 21 FY 22 FY 23

2018 2" Special

Act 6 (Jackson): Extends the li nitations on the amount o indvidua N/A N/A N/A $33,600,000 $33,600,000 $33,600,000 S$33,600,000 $33,600,000
income tax credt availabl e for taxes paidto other states from 2017
to FY23. Adds a deduction provision for a taxpayers proporti onate
share of taxes pai dinanother state at the entitylevd. Increases the
state earnedincome tax credt from3.5%to 5% until 2025 onJan 1,
2019. FAscd inpact assunes ful cdlection of taxes and does not
take into account the increasein BTG whichis for indviduals and
not busi nesses. NOTE: The La. Suprenme Court rdedin Dec. 2018 in



LABI LOOKS FORWARD TO WORKING WITH YOU
TO IMPROVE OUR STATE'S TAX STRUCTURE!

LASI



