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Proposed law provides a credit against state income and franchise tax liability to carriers who are awarded census blocks
from the Federal Communication System Rural Digital Opportunity Fund Auction. The credit is $500 per business or
household in Louisiana provided broadband network service. Credits can offset up to 50% of a taxpayer’s tax liability in any
one year, with a ten-year carry-foward of unused credit amounts. The total amount of credits that may be granted is $50
million.

Effective July 1, 2020.

The Dept. of Revenue estimates $65,000 of IT personnel time costs to modify the income and franchise tax collections
systems to provide this credit and administer its cap.

The Rural Digital Opportunity Fund Auction is a reverse auction where broadband carriers offer to provide service to rural
areas that are unserved or underserved for a price. The lowest prices win the auction and are awarded census blocks by the
FCC within which to provide service. The FCC has a $20.4 billion budget to provide to winning carriers over a ten-year period
to offset their costs for providing the service they provide. The first auction is scheduled for October 29, 2020.

This bill will provide state tax credits of $500 per structure that is provided service pursuant to the FCC auction. Credits are
nonrefundable, but a ten-year carry-foward is allowed, and can offset up to 50% of a carriers tax liability in a year. Credits
are granted even though some portion of the costs of providing service is covered by the FCC awards to carriers. The bill
provides for a total of $50 million of state tax credits to be granted.

The magnitude and timing of annual state revenue losses is indeterminable. Winning carriers, their state tax liabilities, the
number of structures that will be provided service, and the timing of service completions are all unknown. Over the next few
years, as service is provided, tax credit claims will reduce annual state tax receipts by a cumulative amount of up to $50
million.
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