











base is after providing for dedications

of portions of the severance tax and
royalties to parishes (about $50 mil-
lion a year). For fiscal 1991-92, state
mineral revenue collections are es-
timated at $682 million--$68 million
below the $750 million base. Hence,
a windfall {rom a mineral settlement
would have to be large enough to fill
the gap and exceed the $750 million
base in order for some or all of it to go
into the mineral trust fund.

Money in the mineral trust fund is
dedicated as follows:

® Up to one third of the fund
balance may be appropriated to offset
a pending state deficit.

® Interest earnings are o0 be ap-
propriated according to the following
priorities:
1. annually scheduled or ad-
vanced payment on the unfunded ac-

crued liability of public retirement
systems;

2. early retirement of state debt,
and

3. after satisfying the above re-
quirements, other purposes provided
by law.

The unfunded accrued liability of
the four state-funded retirement sys-
tems approximates $6 billion, and the
state’s outstanding general obligation

debt plus that of the Louisiana
Recovery District (LRD), principal
only, approximates $3 billion. The
LRED debt technically is not staie debs.
Louisiana’s per capita state debt at the
end of fiscal 1988-89 was $2,775,
fifth highest among all states and
$1,581 higher than the national
average.

Proposed Change: This amend-
ment, effective January 1, 1992,
would dedicate money the siate might
receive from a mineral settlement or
judgment of $5 million or more (prin-
cipal and interest) t0 a new Mineral
Revenue Audit and Settlement Fund,
not to the Revenue Stabiliza-
tion/Mineral Trust Fund or to the
general fund. The Legislature could
appropriate both principal and inter-
est earnings of the fund, and decide
the priority and amount for the fol-
lowing purposes:

1. annually scheduled or ad-
vanced payments on the unfunded ac-
crued liability of public retirement
systems, and

2. early retirement of state debt or
debt of the Louisiana Recovery Dis-
trict, based on a plan of the State Bond
Commission to maximize savings.

Comment; The 1990 constitution-
al amendment creating the Revenue

Stabilization/Mineral Trust Fund
might not dedicate interest and any
penalties on mineral settlement
money {o that fund, nor assure that
such windfalls would go into that fund
since the $750 million base would
have to be exceeded. If all or a portion
of such windfalls went to the staie
general fund, they could be used to
finance the state’s recurring operating
CcOosts.

This amendment would specifical-
ly dedicate possible mineral settle-
ment money to a new fund, with use
limited to reducing state debt.

There are other differences be-
tween the proposed new fund and the
fund created recently. The proposed
fund would aliow principal and inter-
est to be used to reduce state debt and
also debt of the LRD, whereas only
interest of the mineral trust fund can
be used to pay off state debt. Mineral
trust fund money cannot be used to
pay off the LRD debt--unless
provided by law. It would have to be
determined if such alaw met constitu-
tional requirements to first make pay-
ments on retirement and state debt.

Legal Citation: Act 1070 (Repre-
sentative Stine) of the 1991 Regular
Session, amending Article VII by
adding Section 10.4.

Current Situation:.Louisiana
employers must either seif-insure or
carry insurance to compensate
employees injured or killed on the
job. Large firms often self-insure, and
industrywide self-insurance funds
serve other employers. Most small
businesses, however, must buy in-
surance from commercial insurers.
High-risk employers and those who
cannot obtain commercial policies are
insured through an assigned risk pool.
Insurers are assessed a percentage of
their voluntary policy premiwms to
pay the losses incurred by the pool.
These assessments, initially less than
10% of premiums, have grown to
121%. As fewer insurers are willing
to write policies in Louisiana, more
employers are forced into the pool. By

one estimate, 90% or more of the in-
state firms which do not self-insure
now are in the assigned risk pool. The
confract administrators of the pool
have little incentive to controi losses
or manage claims.

Most states rely on the voluntary
market (commercial insurance com-
panies) to provide workers’ compen-
sation insurance; however, staie
workers’ compensation funds are
found in some form in 22 states. Six
have state monopolies and 16 have
funds which compete with the volun-
tary market.

Proposed Change: This amend-
ment would authorize creation of a
private, nonprofit corporation to pro-

vide workers’ compensation in-
surance to Louisiana employers. The
corporation would have the full faith
and credit of the state pledged for five
years, or until the U.S. Department of
Labor waived this as a requirement
for certain longshore and harbor
workers’ coverage, which affects
30% of the state’s employers. State
funds could be loaned but not donated
to the corporation.

A 12-member board of directors
would consist of nine appointed by
the governor (representing labor,
business, various types of employers,
and the insurance field), the state in-
surance commissioner, and one mem-

‘ber each from the House and the

Senate. The corporation would not be



a state agency and would not be
covered by the insurance guarantee
fund. It would be required to adopt
rates sufficient to assure it remains
self-funded and solvent.

If this amendment is approved,
companion Act 814 of the 1991
Regular Session would create the
Louisiana Workers’ Compensation
Corporation (LWCC) as a nonprofit,
self-funding mutual insurance com-
pany, beginning October 1, 1992. The
LWCC would provide two types of
insurance and set different rate struc-
tures for each:

1. "Accepted risks" or employers
who cannot obtain insurance in the
voluntary market would be insured
under a rate structure designed to
cover their actual losses. This would
replace the current assigned risk pool
but without the present subsidy from
assessments on insurers.

2. "Preferred risks" or companies
with good safety records would be
insured at rates lower than those for
"accepted risks."

Policies would be sold by licensed
insurance agents. The LWCC would
be required to implement safety
programs and manage claims with an
emphasis on rehabilitation and re-
employment of injured employees.
The law would require annual reports
on the corporation’s solvency and
oversight by the insurance commis-
sioner who could implement a solven-
cy plan for the LWCC if needed.

Insurance companies would be
given a small credit against their
premium taxes, and their risk-pool as-
sessment would be removed to en-
courage them to assume policies now
in the assigned risk pool. This pool
would be phased out and could not
issue policies after October 1, 1992.

Comment: Proponents of the
amendment argue the workers’ com-
pensation market could collapse any
time, causing many firms to close for
lack of insurance. The proposal is
supported by major business, farm,
labor and insurance industry groups.

The proposed corporation would
not eliminate market competition for
insurance. Rather, it would compete
for good risks and serve as a residual
insurer for firms unable to get in-
surance in the voluntary market.
Proponents argue it is designed to
operate as a business rather than a
state agency and would be more effi-
cient and hence, less costly, than the
present assigned risk pool. Thus, it
would encourage a return of the
voluntary market by removing the as-
sessments which are driving insurers
away. Money in the fund could not be
used by the state for other purposes--a
problem in some other states.

The proposal will not affect
workers’ benefits nor will it neces-
sarily lower employers’ insurance
rates. However, proponents suggest
that the new system might permit
lower rates for preferred risks over
time because:

@ all premiums and investment in-
come on reserves would be used to
benefit policyholders;

] strbng safety programs would
reduce losses, and

® strong claims followup and
rehabilitation services would be man-
dated.

Higher-risk companies might face
increased premiums since their rates
no longer would be subsidized.
Proponents argue this would en-
courage these firms to improve their
safety records.

Some reservations have been ex-
pressed concerning the one-year
period allowed to implement this
massive new program which would
handle up to 30,000 policyholders.
Failure to implement on time could
leave a gap in coverage. However, the
LWCC could contract for temporary
administrative services. Another con-
cern is the state’s full faith and credit
pledge which the federal agency
could require indefinitely.

Legal Citation: Act 1073 (Senator
Foster) of the 1991 Regular Session,
amending Article XII by adding Sec-
tion 8.1.

Current Situation: The constitu-

tion  authorizes  parishes,
municipalities and local school
boards to "levy and collect” sales and
use taxes. Certain special districts,
such as sheriffs’ law enforcement dis-
tricts, also are authorized by law to
levy sales taxes. Statewide, more than
325 local taxing bodies levy sales
taxes which are collected by nearly
180 separate agencies. In addition,
local sales taxes on motor vehicles are
collected by the state and remitted to
local governments.

Currently, local sales tax collection
has been centralized in only 26 of the
64 parishes. Most of the remaining
parishes have at least some consolida-
tion, with the number of collectors in
a parish ranging from two to as many
as. nine. Typically, the school board
and parish government have one col-
lector, but many municipalities col-
lect their own. In some parishes, each
taxing body collects its own sales tax.

In most other states, local sales
taxes are collected by the state and
returned to local governments. Of the
31 states with local sales taxes, 24
have state collection. Five states col-
lect most sales taxes at the state level
but allow some local governments to
collect their own. Louisiana and Alas-
ka are the only states where all local
sales taxes (except on motor vehicles
in Louisiana) are collected locally.
However, Alaska has no state sales
tax, thus no state sales tax collector.

Proposed Change: The amend-
ment would require local sales taxing
bodies in each parish to agree to a
single collector or a collection com-
mission by July 1, 1992. The Legisla-
ture would be required to provide for
the creation of central collection com-
missions for those parishes which did
not comply and could provide, by
two-thirds vote of each house, an al-
ternate method of centralized collec-
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tion for a particular parish. The Legis-
lature would have to provide for
prompt remittance of sales tax collec-
tions to each taxing body.

The proposal would not affect
those parishes which currently have
centralized collection.

Comment: The proposal would
give local governments a year to
decide on a centralized collection ap-
proach for their parish. Legislation is
expected in the 1992 legislative ses-
sion to provide a method for those
who fail to act. The result would be a
reduction in the number of local sales
tax collectors from nearly 180 to a
maximum of 64.

Proponents argue that businesses
which sell statewide or in parishes
with multiple collectors could file tax
reports more easily and thoroughly,
thus cutting their costs and improving
their rate of compliance. They also
contend that consolidation should
reduce the cost of collection and the
number of local collection employees

required. Collection costs, which
should run between 1% and 2% of
sales tax receipts, often are much
higher for small scale collectors. The
amendment would not affect existing
sales tax rates but could improve col-
lections, thus making better use of
taxpayer money.

Opponents argue the proposal is
another state mandate which reduces
local control. Spokesmen for
Louisiana municipalities contend that
collection costs would increase under
centralization for small
municipalities which would have to
retain the city clerk, who now collects
sales taxes among other duties, and
pay the central collector’s cost as
well. Local taxing bodies fear there
might be delays in receiving revenue
from a central collector in spite of the
proposal’s requirement for prompt
remittance.

Legal Citation: Act 1072 (Repre-
sentative Reilly) of the 1991 Regular
Session, amending Article VII, Sec-
tion 3.

Current Situation: The constitu-
tion allows local and special acts if
they do not involve subjects the con-
stitution prohibits. A local or special
act applies only to certain localities or
persons, not to others with the same
characteristics of the class.

A "general" law applies equally
and unifornily to all those with the
same characteristics within a
reasonable and proper classification.

Before alocal or special bill can be
introduced, the constitution requires
that it be advertised on two separate
days in the official journal (selected
newspaper) of the affected locality--
the last day at least 30 days before
introduction. The advertisement must
state the substance of the bill, and the
bill must include a statement of com-
pliance.

The constitution prohibits state
payment of these advertising costs. In
practice, such costs are paid by the
affected local government or person,
or by interested individual legislators.

Proposed Change: This amend-
ment would authorize prefiling local
and special bills as an alternative to
advertising them. Prefiling would
have to be at least 15 days before a
regular session. For a special session
in which the subject could be con-
sidered, local and special bills would
have to be introduced in the first five
days of the session.

Comment: The constitution re-
quires that bills be introduced during
the first 15 days of a regular session,
and allows later introduction if two
thirds of legislators consent. Most
bills introduced after the deadline are
local and special bills not advertised
early enough for timely introduction.

If local and special bills were not
prefiled, as would be authorized by
this amendment, there still would be
the option to advertise them. Also, the



amendment should reduce advertis- This amendment does not affect Legal Citation: Act 1071 (Repre-

ing costs which can double if a local another constitutional requirement to sentative Morrell) of the 1991
bill is changed prior to introduction advertise retirement bills 30 days Regular Session, amending Article
and has to be readvertised. before introduction. I, Section 13.
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