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Current law limits the availability of the credit for taxes paid to other state to taxes paid to other states that provide a similar credit for 
their residents who paid tax to Louisiana. The amount of credit allowed against Louisiana tax liability is limited to the the amount of
Louisiana tax that would have been imposed had the income in question been earned in Louisiana. The credit is not allowed for taxes paid
to another state that allows such a credit for nonresident filers in that state who paid tax to their own state of residence.
        Applicable to all claims on any return filed on or after July 1, 2015, regardless of the taxable year to which the return relates.
However, credits denied on returns filed after July 1, 2015 pursuant to an extension allowed prior to July 1, 2015 can be recouped in one-
third increments over three subsequent years, starting with tax years beginning in calendar year 2017. Not applicable to amended returns
timely filed after July 1, 2015, relating to original returns filed prior to July 1, 2015 and properly claimed a credit. Expires July 1, 2018.
Proposed law removes the June 30, 2018 expiration, making permanent the changes of Act 109 of 2015 Regular Session. In addition,
individual partners and members of entities that paid entity level tax in other states in 2016 and beyond are to be allowed the full credit for
the tax paid.

There is no anticipated direct material effect on governmental expenditures as a result of this measure. This bill reduces the
need for the department to change forms when the affected provisions revert back to their original level on June 30, 2018.
Just as any costs would have been absorbed in the departmental budget, any resources made available will be directed to
other functions of the agency.

Under this bill, state revenue will increase in FY 19 and beyond as credit limitation adopted in Act 109 of the 2015 Regular
Session of the Legislature is made permanent for all returns filed after June 30, 2018, regardless of the tax year. The impact
in FY 19 would occur as the credit limitation is maintained while three year recoupments occur through FY 20.

While time constraints preclude the generation of new revenue estimates for the various provisions contained in Act 109, it is
certain that making the Act permanent will increase state receipts beginning in FY 19 above what they would otherwise be
throughout the remainder of the fiscal note horizon. Estimated net revenue gains associated with Act 109 were in the range
of $34 million per year, and will be retained by this bill once the recoupment provisions have terminated.

The provision allowing the credit to individual partners and members of entities that pay an entity level tax in other states during 2016 
and beyond may reduce the potential revenue generated by Act 109 significantly. The Department of Revenue indicates that
this language would apply to situations such as the Texas Franchise Margin Tax, paid by entities in Texas whose
partners/members reside in Louisiana and are subject to state income tax. Louisiana taxpayers would be able to claim a
credit for the full amount of tax paid in Texas under this language. While the language is not limited to that particular state
or tax, economic interactions will be most prevalent between neighboring states, and states with comparable industry mixes.
Louisiana and Texas are border states, both with large oil & gas and petrochemical industries. It is likely that material
amounts of the current tax credit involve taxes paid in Texas. While no estimate of that effect is available, the magnitude is
likely material and makes the remaining revenue gain from Act 109 highly uncertain. This provision reduces the revenue gain
anticipated by the other provisions of this bill.
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