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Where We Stand



Where Louisiana Stands Today

Louisiana has the The Tax Foundation Ranks
- Inthe country at Louisiana In
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How Louisiana Compares
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Tax Foundation
Ranking

Individual Income
Tax

Corporation Income
Tax

Sales Tax

Franchise Tax

Tax on Business
Inventory

Utility Taxes

Gas Severance Tax

Oil Severance Tax
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Top Rate 4.25%

Top Rate 7.5%

9.56%

275%

No Exemptions

2% Sales Tax on
Business only

A% of value

12.5% of value

13 38
0% Top Rate 3.9%
0% Top Rate 4.3%
8.20% 9.45%
Does Not Levy 0.3%
Allows

Allows “Freeport
Exemptions”

L

"Freeport Exemptions

0.581-1.997 Gross Receipts
6.25% Sales Tax

6.5% Sales Tax
1.625% Manufacturing

75% (Exemption based

on cost of well) 1.25-5%

4.6% Market Value 125-5%

20

Flat 4.7%

2 Brackets,
Top Rate b%

7.06%

0.125%, phasing out by
2028

Allows “Freeport
Exemptions”

7% (exempt for
residential purposes)

6% of value

6% of value

15

0%

Flat 6.5%

9.55%

Does Not Levy

Does Not Levy

15% (Exemptions for
Direct Manufacturing)

3% of sale price

3% of sale price
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Flat 3.05%

Flat 4.9%

7.00%

Does Not Levy

Does Not Levy

1.46%

$0.03/MCF

$0.24/barrel
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Flat 4.5%
Flat 2.5%
7.00%

0.15%

Does Not Levy

4.75% Sales Tax
/7.00% Gross Receipts

0.9% (Marginal 0.4%)

2% Gross

4

0%

Flat 5.5%

7.00%

Does Not Levy

Does Not Levy

2.5% Gross Receipts Tax
7% Sales Tax

$0.20/MCF

8% of Gross



Tax Policy Matters

. _ _ State Population Changes Attributable to
» Louisiana has experienced 5 consecutive years Interstate Migration, 2020-2021

] Net Gain/Loss of Residents from Interstate Migration
of population loss

as Share of 2020 State Population

e Since 2016: 120,000 (Population of Lafayette)
o Equivalent to losing the smallest 13 parishes

e 2020-2023: 84,000 (Population of Lake Charles)
o Only lllinois and New York had a greater % loss

Net Gain/Loss of Residents

Sou ce e ta?UZﬁ-EﬂEtCensus Bureau 2020 Loss Gain

@TAX FOUNDATION @TaxFoundation




Fiscal Cliff — July 1, 2025

e 450 state sales tax rate rolls off

o ~$455 Million $128
« 2% sales tax on business utilities expires e
- S12. ==
o ~$211 Million o 71 ($733M)
- - . § 512.0 == Revernue
* Vehicle Sales Tax Dedicationto TTF @ . 5 emExpenditures

o ~$320-$340 Million
e Estimated Shortfa
_I:Y 26 $558 MI |On FY 23-24 FY 24-25 FY 25-26 FY 26-27 FY 27-28

Source: Five Year Base Line Projection presented to JLCB on 1/17/24
-FY 27 $614 Million

-FY 28 $733 Million1




| ouisiana’s
Tax History



How Did We Get Here?




How Did We Get Here?




Solutions




Solutions Overview

Simplify Tax Structure
e |Individual Income Tax Cut

o Reduce Individual Income Tax Rates to a Single Flat Rate
o Increase Standard Deduction
o Simplify Tax Reduction Triggers

e Broaden Sales Tax Base

o Eliminate and Consolidate Exemptions and Exclusions
o EXxpand Base to Services and Digital Goods
o Reduce Overall Rate

e Corporation Income Tax Rate Reduction
 Eliminate Corporation Franchise Tax

* Inventory Tax Reform

e Severance Tax Reform




Individual Income Tax

 Total Revenue: $4.5 Billion

e Total Exemptions: $1.6 Billion
» 3 Brackets:

o 1.85%: Up to $12,500

o 3.5%: $12,501-$50,000

o 4.25%: $50,001+
e $4,500 Standard Deduction




Individual Income Tax Expenditures

Personal Exemption-Standard Deduction $220 Million

Social Security Benefits

$159 Million

Credit for Income Taxes Paid to Other States
State Employees, Teachers, and Other Retirement Benefits
Excess Federal Itemized Deductions

Net Capital Gains Deduction $87 Million

Earned Income Tax Credit

All Other Exemptions LIV

Total Individual Income Tax Exemptions: $1,600,000,000
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Individual Income Tax Cut

e Increase Standard Deduction to $12,500 for individuals
and $25,000 for married couples
o Eliminate 1.85% Bracket

e Double retirement income exemption from $6,000 to $12,000

o Simplify to one, flat rate < 3.5%

o Lowest income tax in the south, potentially

second lowest In US

e Triggers to responsibly phase rate down to 0%
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Sales Tax

« Total Revenue: $4.5 Billion
« Total Exemptions: $3.3 Billion
« Combined State and Local Rate: 9.56%
o State Rate: 4.45%
o Average Local Rate: 5.1%
 Highest Combined Rate in the Country
o 1 of 4 states with differing state and local

sales tax base
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Sales Tax Expenditures

Sales of Food for Preparation and Consumption in the Home $584 Million
Sales of Gasoline, Gasohol, and Diesel $552 Million
Purchases by State and Local Governments $444 Million
Drugs Prescribed by Physicians or Dentists $406 Million

Sales of Electric Power or Energy - Nonresidential $259 Million

Sales of Electric Power or Energy to the Consumer for Residential Use $251 Million
Purchases Made with Food Stamps and WIC Vouchers || $104 Million

Procurement Processing Company Rebate Program

$73 Million

Purchases of Automobiles for Lease or Rental |l 68 million

All Other Exemptions $574 Million

Total Sales Tax Exemptions: $3,300,000,000
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Sales Tax Solutions

 Eliminate or Consolidate ~100 Exemptions and Exclusions
 Expand Base to Digital Goods and Personal Services
 Improve Alignment Between State and Local Sales Tax Bases

 Reduce Rate from Country’s Highest with Base Expansion T

[©
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Corporation Income Tax

Total Revenue: $1.2 Billion
Total Exemptions: $ 834.4 Million
3 Brackets:
o 3.5%: Up to $50,000
o 5.5%: $50,001-$150,000
o 7.5%: $150,001+
Highest Corporate Tax Rate in the South
o Louisiana has a higher corporate income tax

rate than New York
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Corporation Franchise Tax

e Total Revenue: $401 Million

o Total Exemptions: $128 Million
o $2.75 for Every $1,000 of Taxable Capital Above $300,000

 One of Only 16 States with a Franchise Tax
o Louisiana has the 2nd Highest Rate
o Of States with a Franchise Tax, Half Have a Maximum Cap
o Connecticut and Mississippi are Phasing Out Franchise Tax




Ad Valorem Tax on Business Inventory

e Total Local Revenue: $525 Million
e Total State Credit: $284 Million

 One of Only 14 States with an Inventory Tax
o Of these, 5 Only Partially Tax Business Inventory
o Optional Local Exemptions Exist In Most States

o Most States Provide Exemptions on Inventory
Destined for Out-of-State Shipment

o Louisiana does not have a Freeport Exemption
or allow local exemptions




Corporation Tax Expenditures

Inventory Tax/Ad Valorem Tax Credit $284 Million

Lovisiana Quality Jobs Program
Motion Picture Investor Tox Credi

Rehabilitation of Historic Structures Tax Credit

Enterprise Zone

Digital Interactive Media & Software Tax Credit

$2 Million

Research & Development Tax Credit r $11.5 Million

All Other Credits

Total Corporation Income Tax Incentives: $834,400,000
21



Corporation and Inventory Tax Reform

« Simplify to One, Flat Low Rate

o Eliminate or reduce tax incentives to buy-down rate as
low as < 3.5%

o Would be 2nd lowest in the US

 Eliminate Corporation Franchise Tax

 Reform Inventory Tax Options
 Eliminate or phase out tax with direct payment to locals

 Eliminate credit, keep tax

 Allow locals to voluntarily exempt with state incentive

 Combination of the above options

22




Severance Tax

o Total Revenue: $877 Million

o Total Exemptions: $247 Million
4% Tax on Natural Gas

e 12.5% Tax on Oll

e Local Share with Constitutional Cap of $1.14
million (indexed to CPI-U)

e 2023 Local Cap Calculated to be $1,236,216

Severance Tax Reform
 Reduce OIl Rate
* Volume Rate by Index
* Possible Exemption Phase Out
e Increase Local Allocation




Constitutional Fiscal Provisions

e Constitutional Sales Tax Exemptions
o Food for Home Consumption ($584.4 Million)
o Prescription Drugs ($405.8 Million)
o Residential Utilities ($251.3 Million)
o Fuel ($551.7 Million)

o Total: $1.8 Billion
* Property Tax Exemptions
o Constitutionally Dedicated Funds
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Where Do We Go
From Here?



Current Timeline

 February 2025: Executive Budget Due
o Expected to reflect ~$558 Million in cuts

o April 2025 - June 2025: Fiscal Session

o July 2025: New fiscal year with $558 Million shortfall
o .45 expires
o Business Utilities Exemption Expires
o Vehicle Sales Tax Dedication

e November 2026: Next Statewide Election after 2024

o January 2027: Earliest Possible Effective Date of Constitutional Tax
Changes Passed on 2026 Ballot
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A Better Path Forward

 August 2024: Potential Special Session to Address Fiscal Cliff and a Once
In a Century Opportunity to Transform Louisiana

« November 2024: Constitutional Amendment for Tax Changes

e January 2025: Tax Changes Take Effect and Louisianans Immediately See
More Money in Their Paychecks

 February 2025: Executive Budget Presented with Secure Revenue Picture

o April 2025 - June 2025: Fiscal Session
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e .45% Sales Tax and Other
Provisions Expire

e ~$558 Million in Spending Cuts
e Bottom-Ranked Tax Enviroment

e Fiscal Cliff is Kicked Down the
Road
e Bottom-Ranked Tax Environment
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QUESTIONS?
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