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To assess the potential implications of these proposed changes to the calculation of the expenditure limit, proposed law
calculations of the growth factor were projected out for five years, resulting in annual projected growth factors ranging from
2.36% to 2.73%. This compares to projections of the current growth factor ranging from 3.3% to 4.1% per year. The lower
proposed growth factor would be applied to the existing expenditure limit for FY19 ($14.805 billion) to establish the limit for
FY20 ($15.165 billion). The limit would grow for each year as the annually calculated growth factor is applied to the prior
year’s limit.

Appropriations subject to the limit, essentially non-federally sourced state general fund, dedicated funds, and non-higher
education fees & self-generated revenue, for FY18 are $13.194 billion (the last fiscal year prior to consideration of the
expiration of temporary taxes). This allows for an estimate of $1.971 billion of how much these appropriations could grow
over the next two year before hitting the projected limit for FY20, presuming REC-adopted revenue projections sufficient to
support those appropriations were to occur.

Also within this session is HCR 2 which re-bases the current limit for FY19 down for purposes of calculating the limit for FY20.
HCR 2 establishes the FY19 limit at $13.591 billion. Applying the projected growth factor proposed by this bill provides a new
projected limit for FY20 of $13.922 billion. Compared to the FY18 appropriations subject to the limit ($13.194 billion), these
appropriations could grow by $728 million over the next two year before hitting the projected limit for FY20, presuming REC-
adopted revenue projections sufficient to support those appropriations were to occur.

Present law establishes the expenditure limit growth factor as the 3-year average of state personal income growth, with
specific computation procedures. The growth factor is applied to the prior year expenditure limit to establish the limit for the
ensuing year. Appropriations subject to the limit is all money required to be deposited in the state treasury except federal
sourced funds, higher education self-generated revenue, interagency transfers, and the constitutional allocations to the
parish severance tax and royalty receipt distributions. Available funds in excess of the limit shall be deposited into the
Budget Stabilization Fund (BSF). Changes to the limit require a 2/3 vote. Proposed law establishes the growth factor as the
average of (1) the 3-year average of state personal income growth, (2) the percent change in the official forecast from
between the current and next fiscal year and, (3) the 3-year average percent change in the CPI for the South Region, but
can not exceed 6%. The provision to deposit excess funds into the BSF is repealed. A 2/3 vote mail ballot is provided to
change the limit when not in session. Contingent upon adoption of the constitutional amendment in HB 15.

There is no anticipated direct material effect on governmental revenues as a result of this measure.
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