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Tax

PERSONAL INGCOME TAX
® Rates and Brackets for Joint Return

Standard Exemption

Low Income Tax Credit

Deduction of Federal Excess Itemized
Deductions

8 Alternative Minimum Tax

CORPORATE INCOME TAX
@ Rate Schedule

@ Federal Tax Payments

® Loss Carryover Period

@  “8” ecorporations

CORPORATION FRANCHISE TAX
Tax Rate and Base

SEVERANCE TAX ON NATURAL GAS

SALES TAX
Rates for Selected Purchases®

GASOLINE/MOTOR FUELS TAX

WINE TAX
@ Low Alcohol
© High Alcohol

TOBACCO TAX

9 (Cigarettes

2 Smokeless Tobacco
@ Cigars

® Smoking Tobacco

MOTOR VEHICLES LICENSE TAX
¢ Private Automobiles

PROPERTY TAX-STATE LEVY

TABLE 1

Current

Taxable Income
First $20,000 or less
Next $80,000
Over $100,000

Proposed State Tax Raies and Provisions

Proposed

Taxable Income
First $20,000 or less
Next $10,000
Next $30,000
Over $60,000

(Single-filer brackets half of the above)

$9,000 joint return

Phase-out between $20,000 and $56,000
in tax table income

(Single-filer exemption and phase-out bracket half of the above)

Fully deductible

None

Taxable Income
First $25,000
Next $25,000
Next $560,000
Next $100,000
Above $200,000

Deductible

5 years

Taxed as corporations

$1.50/$1,000 on first $300,000 of capital,
surplus, undivided profits and borrowed
ecapital; $3 per $1,000 above $300,000

7 cents/MCF

Most items

Food

Prugs (prescription)
Utilities

Gasoline

Articles traded in
Telecommunications service
Cable TV service
Equipment bought to lease
50-ton vessels

Property for use affshore
Agriculture equipment

By state & local government
Machinery & equipment

16 cents/gallon
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3 cents/liter
6 cents/liter

16 cents/pack
[}

8% and 20%
33%

$3/year

OE

Includes 3% state tax and 1% Louisiana Recovery District tax.
Removal of sales tax on gasoline partially offsets increase in motor fuels tax.
A 2% telecommunications excise tax now levied would be repealed.

All of the sales tax paid would be taken as a credit against income and corporation franchise tax liability by manufacturers, processing firms,

wholesale distribution and research facilities.

5.75 mills authorized but not levied.

Taxable Income Credit Allowed

Less than $5,000 40%
$5,000-$10,000 30%
$10,000-$15,000 20%
$15,000-$30,000 10%

(Single-filer brackets half of the above)

Phase-out for adjusted gross income,
$100,000 to $175,000
(Single-filer, half of the above)

Tied to federal minimum tax provision

Taxable Income Rate
First $25,000 4%
Next $25,000 5%
Above $50,000 6%

No deductibility after 1988. Firms with
less than $100,000 taxable income get 20%
tax credit to offset loss of deductibility

15-year carryover for losses after 1983

Tax treatment as partnership on share of
income equal to share of stock held by
residents or nonresidents who pay Louisiana
income tax

(1) Long-term debt removed from the tax
base over 3 years beginning 1990-91

(2) $25 flat fee per year with taxable
capital of $200,000 or less

Taxpayer options:

(1) 8.1 cents/MCF with rate indexed to gas
fuels price (7 cents/MCF minimum)

(2) 4.25% of value with 7 cents/MCF
minimum
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20 centslgallonb

6 cents/liter
12 cents/liter

22 cents/pack
10%
10%
10%

® $10/year minimum
8 $10/year/$10,000 of value at time of
title transfer

1 mill 1989-90, % mill thereafter




Impact of the Tax Plan

The tax plan proposed by the con-
stitutional amendment and com-
panion legislation would significantly
alter the state’s tax structure and affect
local taxing authority as well. The rate
changes proposed for state taxes are
summarized in Table 1.

Table 2 shows the estimated impact
on state revenue from each of the
proposed state tax changes. Some
changes would increase revenue,
while others would cause a loss of tax
dollars. The total impact, however,
would be essentially revenue neutral;
the state would gain $116 million the

first year, fiscal 1989-90, above what
the current tax base would yield, but
this gain would taper off to a loss of
$1 million by fiscal 1992-93. Revenue
available to the state general fund
would diminish compared to what the
current tax base would yield due to
new dedications, but the general fund
would be relieved of financing high-
ways and bridges which would
receive most of the proposed dedi-
cated money.

The impact of the tax plan on in-
dividuals and business, as shown in
Table 3, presents the proposed chan-

ges from taxes currently being paid
(including certain temporary sales tax
items).

The first-year increase in state
taxes, including the gasoline tax,
would total $116 million. Personal
taxes would increase in fiscal 1989-90
by an estimated $171 million, and
business taxes would decline by $55
million. By fiscal 1992-93, the
phased-in changes in the corporation
franchise tax and the machinery and
equipment tax credit would help
reduce business taxes by $219 mil-
lion. The total increase in personal




taxes would rise to $218 million by
1992-93, leaving total state tax
revenues at virtually the same level as
under the current tax structure.

The new tax structure, however,
would target much of the business tax
relief to provide incentives for capital
investment and development. Addi-
tional incentives, using local property
tax exemptions, would be targeted to
manufacturing and distribution firms
in particular.

Table 4 estimates the changes in
various taxes payable by a family of
four, Total state taxes generally would

Total Corp. Income/Franchise
Total Personal Income
Total Sales
All Other
Total of All Taxes?

b May not add due to rounding.
SOURCE: Legislative Fiscal Office.

TABLE 3
Impact of State Tax Changes on
Business and Individuals
(In Millions)@

a Impact compared to 1988-89 tax base (including temporary taxes).

remain the same or fall slightly for
families with adjusted gross incomes
below $27,500, while a family with a
$40,000 income would pay only $102

more annually. For incomes above
$40,000, the tax increase would rise as
a percentage of income.

The Revenue Estimating Con-
ference would be constitutionally es-
tablished with membership, duties and
aunanimous voting requirement iden-
tical to existing statutory provisions.
The membership and unanimous
voting requirement could be changed

by a two-thirds vote of each house of
* the Legislature.

The conference would adopt and
publish an official estimate of monies
available for appropriation from the
state general fund and dedicated funds
in the current and next fiscal year.

Neither spendihg proposed in the
executive budget and general ap-

propriation bill nor actual appropria- _

tions could exceed the official revenue
estimate. If a deficit existed in any
fund at the end of a fiscal year, it would
have to be eliminated by the end of the
nexf fiscal year.

Mineral Revenues

The deposit of mineral revenues
into the state general fund, a new Wet-
lands Preservation Fund, and a new
Mineral Revenue Trust Fund would be
triggered by the amount of mineral
revenues received each year, as shown
in Figure 1.

These mineral revenues would be
severance taxes, royalties, bonuses
and rentals--less constitutional
dedications to parishes, the Wildlife
and Fisheries Conservation Fund, and
the 8 (g) funds.

The balance of mineral revenues in
the Wetlands Preservation Fund could
not exceed $40 million. The Legisla-
tive Fiscal Office (LFO) estimates that
only $5 million would be deposited
annually for several years; to trigger
the additional deposits mandated, oil
prices would need to exceed $17 per
barrel or natural gas prices increase
substantially.,

The Wetlands Preservation
Authority would be required to
develop and implement (subject to
legislative approval) a comprehensive
plan to preserve the state’s wetlands,
including a priority list of projects to
be funded with money from the Wet-



lands Preservation Fund. The
authority could direct any state execu-
tive branch agency orboard to take ac-
tions necessary to implement the
wetlands preservation plan, including
superseding any existing policy, rule
or regulation.

The principal of the Mineral
Revenue Trust Fund could not be
spent. Interest earnings could be ap-
propriated for: (1) annual amortiza-
tion of the unfunded accrued liability
of the public retirement systems; (2)
early retirement of state debt, and (3)
after satisfying the above require-
ments, as provided by law. The $750
million base could be increased every
10 years beginning in 1998 by a two-
thirds vote of each house of the Legis-
lature. The LFO projects no deposits
to this trust fund for several years and
estimates that the $750 million
threshold will not be reached until the
price of oil increases to about $23 per
barrel and/or natural gas prices rise
substantially.

8 (g) Quality
Education Funding

- Louisiana received a windfall
through a federal law, Section 8 (g);
the constitution dedicates 75% of the
interest and recurring revenue to
specified education programs.

The proposed amendment would
tighten controls on 8 (g) spending.
Administrative costs would have to be
authorized and approved by law, with
specific appropriations. In practice,
8 (g) funds have been.used for a
variety of administrative costs. The
proposal also would change the
present constitutional provision
regarding 8 (g) financing of elemen-
tary-secondary programs. The con-
stitution now states that 8 (g) funding
cannot replace general fund financing
of the state school aid Minimum
Foundation Program (MFP). This has
allowed 8 (g) funds to be used for
programs outside the MFP formerly
financed by general funds but which
were eliminated or cut. Under the
proposal, 8 (g) funding of elementary-
secondary educationcould notreplace
general fund financing of the previous

year--the same restriction which now
applies to higher and vo-tech educa-
tion 8§ (g) funding.

Expenditure Limit
& Stabilization Fund

Beginning in fiscal 1992-93,
spending from the state general fund
and dedicated funds would be limited
to the previous year’s appropriations
plus an amount determined by a
growth factor. The growth factor used
is the average annual percentage
change in state personal income for
the prior three calendar years.

For example, if appropriations for
fiscal 1991-92 from state funds were
$5 billion and the average annual per-
centage change in state personal in-
come for 1989, 1990 and 1991 were
4%, the expenditure limit for fiscal
1992-93 would be:

$5 billion + ($5 billion x 4%)=

$5.2 billion

The Legislature could change the
calculated expenditure limit by a two-
thirds vote of each house. .

The LFO estimates that without
major oil and/or natural gas price in-

creases Or economic expansion, the
limitis notlikely to go into effect. Any
monies available for appropriation in
excess of the expenditure limit would
be placed in a new Revenue Stabiliza-
tion Fund.

Appropriations from the fund
could only be made as follows:

(1) If the official revenue estimate
for the next fiscal year were less than
revenues received the previous fiscal
year, half of the difference could be
offset by including monies from the
stabilization fund in the official es-
timate for the next fiscal year if this
amount did not exceed one third of the
fund.

(2) If a deficit were projected for
the current fiscal year due to a
downward revision of the official es-
timate, up to one third of the fund (but
not more than the deficit) could be ap-
propriated.

(3)Innoeventcould the amount in-
cluded in the official revenue estimate
for the next fiscal year plus the amount
appropriated in the current fiscal year
exceed one third of the fund balance
at the beginning of the then current fis-
cal year. ‘

Mineral Revenue Trust Fund

FIGURE 1
Proposed Distribution of Annual State Mineral Revenues

- General Fund

“General Fund

* Projectedtotal oil and gas revenues for fiscal 1989-90, including revenues from proposed change

in natural gas severance tax base.




Transportat

Louisiana has a priority system es-
tablished by law to determine high-
way and bridge needs based on annual
evaluation of condition, traffic count
and safety. These evaluations show
$2.9 billion is needed over the next 10
years, excluding inflation, to bring
state highways and bridges up to
federal minimum standards.

Highway user taxes are not dedi-
cated to highways, but an equivalent
10.7 cents of the present 16-cents per
gallon gasoline/motor fuel tax was ap-
propriated this year for highways and
bridges.

Transportation
Trust Fund

The proposed amendment would
establish a Transportation Trust Fund
with the present 16-cent
gasoline/motor fuel tax dedicated to it
over a phased three-year period: 12
cents in fiscal 1989-90; 14 cents in fis-
cal 1990-91, and 16 cents thereafter.
Future gasoline/motor fuel tax in-
creases would go to the fund as would
state sales taxes on fuel not now sub-
ject to an excise tax, such as aviation
fuel, and also federal transportation
and aviation funds. The phased
dedication of the 16-cent tax would
increase highway funding above the
present level by $22 million in fiscal
1989-90, $67 million in fiscal 1990-
91, and $112 million in fiscal 1991-
92. Trust fund revenues would be
used to construct and maintain state
and federal highways, statewide flood
control, ports, airports, and the Parish
Transportation Fund which includes
parish roads and mass transit.

The 16-cent tax dedication is ex-
pected to allow the state’s highway
and bridge needs to be financed on a
cash basis. The Legisiature would
determine annual appropriations from
the trust fund, according to priority
programs established by law. Priority
programs have been enacted except
for ports and airports. The amount ap-
propriated for ports, parish roads and

flood control would be limited to 16%
of trust fund money in 1989-90, 18%
in 1990-91, and 20% in future years.

TIME Program

Act 16, a companion act, would in-
crease the gasoline/motor fuel tax
from 16 cents to 20 cents a gallon and
dedicate the four-cent increase ($93

ion and Public Works

million the first year) to a new
program--Transportation Infrastruc-
ture Model for Economic Develop-
ment (TIME).

The actual increase would be one
cent on $1 a gallon since the present
3% state sales tax on gasoline/motor
fuel would be removed and per-
manently banned by the proposed
amendment.

FIGURE 2
Proposed TIME Highway Program
and lis Relationship to Present Highway Program
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Act 16 would establish a TIME
fund to finance specific projects listed
in the act which cost $1.4 billion and
would be constructed overa 10-to 12-
year period.

The program’s main objective is to
build a four-lane intrastate highway
network linking cities of 5,000
population or more by widening exist-
ing highway segments. Figure 2
shows location of the TIME projects.

The TIME program includes $420
million of projects now in the regular
program,; financing of most of these
projects would be accelerated as
would projects remaining in the

regular program.

Money in the TIME fund could be
bonded; the program would cease
after 15 years or when all bonds were
repaid. At least 80% of those
employed on TIME projects would
have to be Louisiana citizens.

Act 16 depends on voter ratifica-
tion of this proposed amendment but
if voters do not ratify it, Act 16 would
continue until January 1, 1990 in case
another constitutional amendment is
proposed and ratified.

Job Creation

The Road Information Program
(TRIP), anational nonprofit organiza-
tion, issued a March 1989 report on
the economic impact of increasing
Louisiana’s highway construction
funding.

For each $100 million increase in
highway construction, 2,926 jobs
would be created.

The additional $100 million would
generate $62.6 million in immediate
benefits--$14.3 million in state and
local taxes, and $48.3 million
motorists would save in vehicle
operating costs such as motor fuel
consumption, tire wear, auto repairs
and general vehicle depreciation.




Legal Citation
Act 1 of 1989 First Special Session,

amending Article VII and repealing

Sections 9 and 10. Acts 3 and 16 of the

1989 First Special Session are com-
panionacts, contingent on approval of

Article VI, Section 28, and Article IX,
the amendment.
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