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Current law levies a state excise tax on insurance premiums at a rate of $185 fixed on annual gross premium of $6,000 or
less and roughly 3% on policies over $6,000. Current law authorizes credits against the premium tax including an
investment credit for companies investing certain percentages of assets in the state, retaliatory tax credits that make up the
difference between the higher LA rate and other states and, with no recent activity, CapCo credits among others.

Proposed law lowers the premium tax rate to a flat 1.6% of the gross annual premiums and effectively increases the base by
repealing the state investment credit and the retaliatory tax credit (also abolishes the inactive CapCo credit). Proposed law
retains current law with respect to MCO providers and local premium taxes and credits.

Effective with Tax Periods beginning on or after January 1, 2026.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

The premium tax is a percentage of prior year premiums paid on a calendar year basis with estimated prepayments due in
April, July and October with a true-up the following March once prior year premiums are known. According to the
Department of Insurance, the rate reduction in the bill as estimated by applying the rate to CY 2024 premiums of about
$26B would result in a reduction in SGF revenue of about $368 M annually. This reduction would be offset by the bill’s repeal
of the investment credit ($283 M) and the retaliatory tax credit ($9 M) for a net annual reduction in SGF of about $7 M.
However, in FY 26, quarterly prepayments based on the higher rate would also have to be refunded at an estimated $36 M
reduction in SGF. The net estimated impact in the first year would bring the estimated first year SGF reduction to $109 M
with subsequent years estimated at about $76 M.

The state investment credit is available to insurance providers based on the percentage of qualifying Louisiana investment
within the state and represents a reduction of about $283 M in SGF revenue annually (carryforwards are not available). This
bill repeals the state credit (local credit is maintained), which is expected to increase SGF revenue by an estimated $283 M,
providing an offset to the rate reduction in the bill.

The retaliatory tax credit was first effective on CY 2025 premiums and reached its cap of $9 M in the first year of
effectiveness. With a 10-year carryforward provision for credits in excess of the cap, it is not clear how much the use of
outstanding carryforward credits may thwart an offset to the premium tax rate reduction.

Medicaid MCO providers and local premium taxes and credits are not changed in the bill.

REVENUE EXPLANATION

EXPENDITURE EXPLANATION

Establishes a flat rate of insurance premium tax and repeals certain insurance premium tax credits and exemptions
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