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Fiscal Note

Proposed law levies a $3 annual surcharge on all homeowner’s, mobile homeowner’s, tenant homeowner’s, and condominium unit owner’s
insurance policies issued or renewed on or after July 1, 2017. Proposed law levies a $5 annual surcharge on all condominium unit owner’s,
commercial fire, commercial multiple peril, and business owner’s property insurance policies issued or renewed on or after July 1, 2017.
Proposed law requires insurers to collect the surcharge and remit it electronically to the LA Dept. of Revenue. Proposed law authorizes LDR
to collect, administer, audit, and enforce the surcharge. Proposed law creates the Emergency Management Assistance Trust Fund (”fund”)
and directs that revenues collected from the surcharge be deposited into the fund, and dedicates its use to the Governor’s Office of
Homeland Security & Emergency Preparedness. Proposed law further provides that, to the extent possible, GOHSEP pass revenues from
the fund through to local governing authorities for the purpose of hiring a full-time emergency management director position. Proposed law
authorizes GOHSEP and LDR to enter into agreements regarding collection of the surcharge. Proposed law authorizes LDR to promulgate
rules to administer proposed law in consultation with GOHSEP.

Proposed law will increase SGF expenditures by an estimated $393,708 for the LA Dept. of Revenue in FY 18 and by $69,708 in subsequent
fiscal years. Additionally, the proposed law will increase expenditures for the Governor’s Office of Homeland Security & Emergency
Preparedness (GOHSEP) through the statutorily dedicated Emergency Management Assistance Trust Fund (”fund”) by an indeterminable
amount beginning in FY 18 and in subsequent FYs.

The proposed law creates the fund, provides for a funding source through surcharges on insurance policies (See Revenue Explanation) that
will likely yield significant revenues, and dedicates the fund solely for the use of GOHSEP, further providing if adequate revenues are
deposited into the fund that they be used to hire an emergency manager in each parish. GOHSEP reports that it anticipates withholding
approximately 5% of monies deposited into the fund for its ongoing operating expenses. Proposed law does not appear to explicitly provide
for the operating expenses of GOHSEP, but does state that funds are available to be used solely by that agency and to the extent sufficient
funds are available that every parish can hire a full-time, dedicated emergency preparedness director position.

GOHSEP further indicates that expenditures associated with proposed law will be defined by administrative rule. (See Expenditure
Explanation cont. on Pg. 2)

Proposed law will increase revenues for the statutorily dedicated Emergency Management Assistance Trust Fund (”fund”), a new fund
created by provisions of proposed law for use by the Governor’s Office of Homeland Security & Emergency Preparedness (GOHSEP), by an
indeterminable, though likely significant amount. The fund will receive revenues via annual surcharges paid by consumers holding the
following types of insurance policies issued on or after July 1, 2017: homeowner’s, mobile homeowner’s, tenant homeowner’s,
condominium unit owner’s, commercial fire, commercial multiple peril, and business owner’s property.

All residential insurance policies outlined in proposed law (homeowner’s, mobile homeowner’s, tenant homeowner’s, condominium owner’s)
are subject to an annual surcharge of $3 that is deposited in the fund. Based upon US Census data from July 2015, there are
approximately 2.02 M households (defined as houses, apartments, mobile homes, a group of rooms, or a single room intended for
occupancy) in LA. To the extent all 2.02 M households have policies that are subject to the $3 surcharge, maximum revenues of
approximately $6.06 M ($3 * 2.02 M households) would be available for deposit in the fund, though actual collections are dependent upon
the number of households holding active policies statewide, and would likely be less than the potential maximum.

All commercial policies outlined in proposed law (commercial fire, commercial multiple peril, and business owner’s property) are subject to
a $5 surcharge. Based upon US Census data from July 2012, 414,291 firms filed tax returns in Louisiana. To the extent each of these firms
holds a commercial policy and is subject to the annual $5 surcharge, a maximum of approximately $2.07 M in revenues would accrue to
the fund. (See Revenue Explanation cont. on Pg. 2)

REVENUE EXPLANATION

EXPENDITURE EXPLANATION

Levies an insurance surcharge and dedicates the revenue to the Emergency Management Assistance Trust Fund 
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x

x
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(Expenditure Explanation cont. from Pg. 1) Proposed law will increase SGF expenditures for LDR by $393,708 in FY 18 and by $69,708
in subsequent fiscal years. The initial cost in FY 18 contemplates the hiring of a revenue tax specialist with total salary and related benefits 
of $69,708 and a one-time expense of $324,000 to develop, design, and test a tax return form for insurance companies to remit revenues
derived from surcharges on insurance policies. The revenue tax specialist will assist insurance companies with filing of the surcharge
returns, as well as fulfill audit and enforcement activities outlined in proposed law.

In addition, the LA Dept. of Treasury will incur SGF costs related to the creation of a new statutory dedication, including fund accounting,
financial reporting, banking and custodial functions. These costs are typically small for individual statutory dedications (likely to be several
thousands of dollars) and are typically absorbed within existing resources until cumulative additional dedications necessitate that increased
resources be provided. At the point additional resources are necessary, the Treasury reports it will require one additional T.O. position with
total personal services costs of approximately $71,000 as well as one-time costs associated with acquisition of office equipment at
approximately $2,450.

(Revenue Explanation cont. from Pg. 1) However, for reasons similar to policies subject to the $3 annual surcharge, actual collections
based upon commercial policies are dependent upon the number of firms operating in LA and holding active policies, and would likely be
less than the potential maximum.

As a result, the fund will likely receive significant revenues that are dependent upon the amount of active insurance policies enumerated in
proposed law statewide.
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