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Fiscal Note

Current law specifies that the expenditure limit for the ensuing fiscal year shall be the limit for the current fiscal year
multiplied by a positive growth factor. The growth factor is defined as the average annual percentage rate of change of
personal income for Louisiana for the three calendar years prior to the fiscal year for which the limit is calculated. The U.S.
Department of Commerce defines and reports personal income for the state.

Proposed law limits the expenditure limit growth rate to no more than 3%.

Effective upon adoption of the constitutional amendment contained in HB 211 of this session, that is to be submitted at the
statewide election on October 22, 2011.

This change seems likely to limit the expenditure limit growth rate to a maximum of 3% each year. In all years except one,
since calculations of the growth rate first began for FY93, the calculated growth rate has exceeded 3%. Only the calculation
for FY07, reflecting the effect on personal income in the second half of 2005 from hurricanes Katrina and Rita, resulted in a
growth rate lower than 3%; it was 1.94% for that fiscal year. Even during the latest recession, only the state personal
income growth for 2009 was negative, and all three years that will utilize that year’s growth in the averaging process will still
likely result in growth rates in excess of 3%.

While this change is likely to limit the expenditure limit growth rate, it may not constrain appropriations subject to the
expenditure limit for the foreseeable future. The expenditure limit dollar base (which will grow at no more than 3% per year
under this proposal) is already substantially greater than current appropriations subject to the limit. For example, the FY11
appropriations subject to the limit were some $2.983 billion below the FY11 limit. Only a dramatic step-up in appropriations
(as occurred after the Katrina/Rita events) or a legislated downward re-basing of the level of the expenditure limit (as
allowed in current law) would allow the maximum growth rate proposed in this bill to be a potential constraint on
appropriations subject to the limit in the foreseeable future. Steady growth in appropriations at rates greater than 3% would
eventually provide a constraint, but only after several years. 

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