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Current law limits the rates and brackets of the individual income tax to never exceed those as of January 1, 2003, and
requires a deduction for 100% of federal income taxes paid when computing state income taxes.

Proposed law removes the rate and bracket limitation and the requirement for the deduction.

Effective for all tax years beginning on and after January 1, 2017.

To be submitted to the electors at the statewide election to be held on November 8, 2016.

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

The limitation on individual income tax rates and brackets has been generally interpreted to mean that the brackets can not
be compressed beyond what was in place on January 1, 2003, and that the tax rates applied to those brackets can not be
increased. That structure, for single filers is 2% of tax on net income up to $12,500, 4% of tax on income in excess of that
up to $25,000, and 6% on income in excess of that up to $50,000. Joint filers face the same tax rates but with brackets
doubled in size.

The bill also removes the constitutional requirement for the deduction of federal income taxes paid when computing state
income tax, but does not appear to prohibit the deduction. The revised statutes provide for the deduction in R.S. 47:293(4)
and 293(9)(a)(ii).

The statutory provisions concerning rates, brackets, and federal tax deductibility are not affected by this bill. Thus, the bill by
itself does not change tax liabilities. 

For information purposes, based on a micro-simulation model of the state personal income tax, processing 2014 tax return
data, elimination of the federal income tax deduction would increase aggregate income tax liabilities of individuals by some
$748 million. This estimate is based only on resident filers. Non-resident filers would also be affected, and their omission
from the model works to understate the estimate somewhat. Non-residents tend to make up 5% - 6% of total tax-year
liabilities.

Based on fiscal year data from the Revenue Department 2015-16 Tax Exemption Budget, if the statutory deduction were also
eliminated for corporate income tax filers, provided by R.S. 47:55, 47:241, and 47:287.85, approximately $200 million of
additional corporate tax liability would occur.
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