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Current law provides an exemption from individual income tax for 50% of gross wages attributable to remote work, up to
$150,000, of defined digital nomad persons. The exemption applies for two of the four taxable years of between 2022 and
2025. Participants must not have resided in the state for any of the prior three years, establish residency after Dec. 31,
2021, work remotely full-time for a nonresident business, and have medical insurance. The Department of Revenue (LDR) is
required to limit the number of participating individuals to 500 for the life of the program.

Proposed law extends the program for two years through tax year 2027 and expands the definition of a digital nomad to
include full-time employees of nonresident units or divisions of a business legally domiciled in Louisiana that has
insubstantial Louisiana-based business activity.

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

The bill is anticipated to decrease general fund revenue beginning in FY27 when 2026 tax returns are filed and extending
into FY28 as returns for tax year 2027 are filed. The bill does not change the amount of the exemption. It extends the
current exemption for 2 years and appears to relax the restrictions related to the types of businesses a digital nomad may
employed by to include legally domiciled businesses that have “insubstantial” business activity based in the state.

LDR reports negligible participation since the program inception with about $12,000 in foregone taxes in FY 24. Assuming a
consistent degree of participation over the two additional years of the program, SGF revenue would be expected to decline
by a minimal amount.

However, should the newly expanded criteria of nonresident businesses allow additional taxpayers to qualify through the
program, this would further decrease the revenue loss associated with the income tax exemption. LFO has no basis for
estimating the number of additional participants who will qualify for the program under legally domiciled businesses that
have insubstantial Louisiana-based business activity. The maximum exposure of the program is significantly large, roughly
$4.3M over two years and, and should claims increase, SGF revenue would decline.

It is not clear if digital nomads would relocate to Louisiana for the exemption or come to the state for other reasons, then
take advantage of the exemption. Should the exemption result in relocations that otherwise would not have occurred, an
increase in state income tax that is not exempt may offset some of the stated loss.

Note: The SGF impact may originate as the LDR retention of 1% of income and sales tax collections initially classified as SGR
but ultimately reverted to the SGF for use in the budget. Should LDR reversions cease, this could become an SGR impact.
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