
Fiscal Note
LEGISLATIVE FISCAL OFFICE

Date:
Dept./Agy.:

Fiscal Note On: HB 174428 HLS 23RS

PRESSLYAuthor:

Subject:

Revenue
Pass-through Exclusion: Estates, Trusts, Partnerships

April 27, 2023 9:07 AM

ENGROSSEDBill Text Version:
Opp. Chamb. Action:

Proposed Amd.:

Sub. Bill For.:

Analyst: Benjamin Vincent

Current law allows an individual who is a shareholder, partner, or member of a pass-through entity which elects to pay
Louisiana income tax at the entity level to exclude any net income or loss received from the entity. Such entities file and pay
Louisiana income tax on income sourced in the state as if they were C corporations, but at individual income tax rates.

Proposed law authorizes the use of the pass-through entity exclusion of net income by estates, trusts, and partnerships.

Applicable for taxable periods beginning on or after January 1, 2023.

LDR anticipates that implementation of proposed law will require additional expenditures for system modification,
development and testing, and modification to tax forms and Revenue Processing Center scanners. The change is estimated
at a total of $81,000 of staff time.

Current law authorizes an exclusion from Louisiana income tax for net income or losses earned by members, partners, or
shareholders in pass-through entities for individuals. Proposed law additionally authorizes the exclusion for estates,
partnerships, and trusts.

To the extent that entities in the state operating as pass-through entities pay income taxes, and net income from these
entities is included in the tax liability of their members, partners, or shareholders, revenue collections would be reduced due
to proposed law.

Data that can be used to estimate the magnitude of the likely effect is not available. For informational purposes, based on
claims since the pass-through exclusion for individuals was enacted in 2019, LDR anticipates that the revenue reduction due
to the exclusion for individuals will amount to approximately $17 million in FY24. LDR notes that the partnership provisions
in proposed law are already current practice and would thus be of no effect.
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