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Proposed legislation provides for a refundable tax credit for up to $600 per year of deposits made to Wind and Hail
Deductible Savings Accounts. The accounts provide reimbursement to the account holder for damages or losses that have to
be paid by the policy deductible. The account maximum is equal to the deductible for hurricane, named storm or wind/hail
deductibles in an insurance policy. A taxpayer may set up accounts for a number of immediate and extended relatives
specified in the bill. The tax credit is to be paid from the current collections of income taxes. Any distribution of monies
pursuant to the proposed bill shall not be considered taxable income of the account owner. 

Effective upon governor's signature.

There may be some administrative expenditures associated with this measure to the Department of Revenue. Aside from
modifications to the tax processing system to account for an additional tax credit, the bill charges the Department of
Revenue with approving qualified account administrators. It is possible a relatively large number of account administrators
would want to take advantage of this business as the number of accounts increased.

The bill essentially reimburses taxpayers for their annual contributions to the accounts they establish, up to $600 per year
per account. This has the potential to substantially reduce state general fund receipts. It is speculative as to how many such 
accounts would be established, but the bill fully reimburses contributions up to $600 per year per account, and several 
accounts can be established by a single taxpayer for various family members. Initially, utilization is likely to be small as
taxpayers learn about these accounts. However, a similar concept has existed with federal medical savings accounts, and
familiarity with those accounts combined with the state’s recent experiences with insurance issues and natural disasters could
make adoption of similar state level accounts for homeowner insurance more likely; especially since the federal account
provides only a tax deduction while this new state account provides a refundable tax credit. State revenue losses may grow
rapidly given the generous nature of these accounts.

According to the U.S. Census Bureau, the median housing value in Louisiana is approximately $135,000. According to the
DOI, hurricane deductibles range from 0% to 5%, which results in up to $6,750 of eligible deposits into such an account (or
11 years of $600 deposits and consequent tax credits per participating residence). DOI also indicates that there are about
1.1 million eligible policies in Louisiana. It would take 834 accounts at $600 to generate $500,000 of state tax loss in a year.

REVENUE EXPLANATION

EXPENDITURE EXPLANATION

Grants a refundable individual income tax credit for up to $600 of deposits made in a tax year to Wind and Hail Deductible
Savings Accounts which provide reimbursement to the account holder for damages or losses not covered because of a
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