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Current law authorizes a standard deduction for resident taxpayers when filing individual income tax returns equal to
$12,500 for single filers. Beginning Jan. 1, 2026, the amount of the standard deduction shall be adjusting according to the
Consumer Price Index US city average for all urban consumers (CPI-U) as reported by the Bureau of Labor Statistics, the
previous year. Current law authorizes a $6,000 exemption for individuals with a permanent total disability.

Proposed law provides for an additional standard deduction for each resident who is a veteran and has a service-connected
disability rating of 50%+ by the US Dept. of Veteran Affairs in the amount equal to the standard deduction applicable for
single filers. Taxpayers claiming the deduction are required to maintain records necessary to verify eligibility and, if
requested, provide the records to the Department of Revenue (LDR). Effective Jan. 1, 2026 and applicable to tax years
beginning on or after Jan. 1, 2026.

The bill is anticipated to increase $52,270 SGR within the Department of Revenue in FY27 related to computer system
development, modification, and testing. The department reports the ability to absorb this amount within its current budget
but may require additional resources if the aggregate impact of all bills enacted during this session is substantive.

The bill is anticipated to decrease SGF revenue beginning in FY27 when 2026 returns are filed. The bill allows resident
veterans with a service-connected disability rating of 50% or more by the US Dept. of Veteran Affairs to take a deduction in
tax year 2026 equal to that of the standard deduction of a single filer (currently $12,500 + annual inflation) in addition to
the standard deduction and in some cases the permanent total disability exemption of $6,000 and the retirement income
exemption.

Data on the exact tax liability of the disabled veterans that are eligible for the deduction provided in the bill is unavailable.
The LA Dept. of Veteran Affairs reports 59,113 veterans meet the disability rating specified in the bill. Assuming these
individuals have income to take advantage of the deduction in the bill and the percentage of affected individuals is similar in
nature to that of a 65+ deduction (proposed in other instruments this session), this deduction growing by inflation is
estimated to decrease SGF revenue by $11.3M in FY27, $11.5M in FY28, $11.6M in FY29, and $11.8M in FY30.

Note: This reduction will also reduce 1% of income tax collections retained and normally reverted by LDR as SGF; if not
reverted, it would become an SGR reduction.
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Authorizes an income tax deduction for veterans with certain disabilities
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EG -$11,300,000 GF RV See Note Page 1 of 1

Deborah Vivien
Chief Economist

Dual Referral RulesSenate House

13.5.1 >= $100,000 Annual Fiscal Cost {S & H} 6.8(F)(1) >= $100,000 SGF Fiscal Cost {H & S}

13.5.2 >= $500,000 Annual Tax or Fee
                Change {S & H}

6.8(G) >= $500,000 Tax or Fee Increase
                or a Net Fee Decrease {S}

x


