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Proposed law modifies the individual income tax such that a single tax rate of 3.95% is levied on taxable income greater than
$12,500 for single filers and $25,000 for joint filers. No deduction for federal income taxes paid is allowed, and the excess
itemized deduction is modified to require a minimum of $12,500 of deduction for single filers and $25,000 for joint filers. The
computation of the deduction is not to include state income tax refunds (nor are these refunds included in taxable income).

Applicable to all tax periods beginning on and after January 1, 2018, but contingent upon adoption of a constitutional 
amendment proposed in an unspecified House bill of this session. 

The Dept. of Revenue will incur costs associated with designing, modifying, and testing the tax processing system. These
costs are typically estimated in the tens of thousands of dollars of staff time. An assessment of the cumulative need resulting
from all legislation is made at the end of session which informs the budget request of the Dept.

This fiscal note assumes the adoption of a constitutional amendment which eliminates the requirement for a deduction for
federal income taxes paid, and on the enactment of a statutory bill that removes the deduction from the individual income
tax statutes.

The effect of the bill’s modifications to the individual income tax (tax table liability) was estimated utilizing an individual
income tax micro-simulation model processing actual 2015 La tax return data. The results of that simulation was an
estimated $4.6 million increase in aggregate annual tax liabilities. 

The bill is effective for tax year 2018 and the Dept. of Revenue will likely have adjusted withholding tables implemented for
use at the outset of the tax year. Thus, revenue gains may occur in the second half of FY18. To the extent withholdings are 
able to account for the full effect of the bill, revenue gains in FY18 will approximate one-half of the annual tax year total, or
$3.2 million. After that, revenue gains should stabilize toward full annual amounts. During FY19, a full year of revenue gains
will occur through withholding increases for the second half of tax year 2018 (the first half of FY19) and the first half of tax
year 2019 (the second half of FY19). 

REVENUE EXPLANATION

EXPENDITURE EXPLANATION

Changes the rates and brackets for purposes of calculating individual income tax liability and eliminates certain deductions
and credits
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