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Proposed law provides a deduction from taxable income for the costs of personal motor vehicle liability premiums. The
deduction is the lesser of the actual premiums or $1,500, and not to exceed total taxable income.

Effective for premiums paid on or after January 1, 2022.

The Department of Revenue indicates that the costs to modify and test tax systems to incorporate the additional adjustment
to income provided by the bill would be approximately $26,000 of staff time.

According to the Department of Insurance, there were $3.1 billion of private passenger vehicle liability premiums reported in
Louisiana in 2020, with the average premium nationwide of $1,015 in 2018 (NAIC Automobile Report). While that nationwide
average would suggest essentially all of the premium total would be deductible, the Department believes the average
premium in Louisiana to be greater than the nationwide average, and that the $1,500 limitation in the bill would limit the
deduction for many insured taxpayers.

The amount of state tax revenue loss attributable to the bill is indeterminable with the available information, but some
magnitudes of potential cost can be derived. Premiums would be distributed across incomes, thus applying the 2019
effective aggregate tax rate on personal gross income of 2.9% would result in a maximum tax loss attributable to all
affected premiums of $90 million per year. If the $1,500 limitation reduced the aggregate premium deduction by as much
as one-half, the state revenue loss would be approximately $45 million per year. At a 75% reduction effect, the revenue
loss would still be in excess of $22 million per year. Thus, the revenue loss attributable to the deduction provided by the
bill, while indeterminable, is likely to be several tens of millions of dollars per year.
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