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LC 43 0634S

offersthefollowing

substitute to HB 155:

A BILL TOBEENTITLED
AN ACT

To amend Article 2 of Chapter 7 of Title 48 of the Official Code of Georgia Annotated,
relating to theimposition, rate, and computation of and exemptionsfrom stateincometaxes,
so asto create an incometax credit for certain expenditures by a production company rel ated
to certain state certified musical or theatrical productions or recorded musical performances;
to provide for rules and regulations and an application process related to such income tax
credit; to provide for certain conditions, procedures, and limitations, to provide for
definitions; to provide ashort title; to provide for related matters; to providefor an effective

date; to repeal conflicting laws; and for other purposes.

BEIT ENACTED BY THE GENERAL ASSEMBLY OF GEORGIA:

SECTION 1.

Article 2 of Chapter 7 of Title 48 of the Official Code of Georgia Annotated, relating to the
imposition, rate, and computation of and exemptions from state income taxes, is amended
by adding a new Code section to read as follows:

"48-7-40.32.

(a) ThisCode section shall be known and may be cited asthe 'GeorgiaMusical Investment

Act.

(b) Asused in this Code section, the term:

(1) 'Musical or theatrical performance' means a live performance of a concert, musica

tour, ballet, dance, opera, live variety entertainment, or aseries of any such performances

occurring over the course of a 12 month period or longer that originates, is devel oped,

and has its initial public performance before a live audience within this state, or that

prepares and rehearses within this state and has its United States debut within this state.

Such term excludes asingle musical performancethat isnot intended for touring, amusic

or cultural festival that is not intended for touring, an industry seminar, atrade show, or

amarket.
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(2) 'Production company' means a company primarily engaged in qualified production

activities. Such term shall not mean or include any form of business owned, affiliated,

or controlled, in whole or in part, by any company or person which isin default on any

tax obligation of the state, or aloan made by the state or aloan quaranteed by the state.

(3) 'Qualified production activities means activitiesrel ated to the preparation, planning,

recording, or staging of a state certified production.

(4) 'Quadlified production expenditures means expenditures incurred in this state on

direct account of qualified production activities for which a tax credit has not been
claimed pursuant to Code Section 48-7-40.26 and shall include, but are not limited to:

(A) Set construction and operation; wardrobe, make-up, accessories, and related

services; costs associated with photography and sound synchronization, expenditures

excluding license fees incurred with Georgia companies for sound recordings and

musical compositions, lighting, and related services and materials; editing and related

services; rental of facilities and equipment; leasing of vehicles; costs of food and

lodging; total aggregate payroll; talent and producer fees; technical fees; crew fees; per

diem costs paid to employees; airfare, if purchased through a Georgiatravel agency or

travel company; insurance costsand bonding, if purchased through aGeorgiainsurance

agency; and other direct costs of producing the project in accordance with generally

accepted entertainment industry practices; and

(B) Payments to aloan-out company by a production company.

(6) 'Recorded musical performance means arecording of a music composition affixed

in a tangible medium, which includes but is not limited to the score and musical

accompaniment of amotion picture, film, television, game, or interactive entertainment
production.
(7) 'Resident’ shall have the same meaning as set forth in paragraph (10) of Code Section
48-7-1.
(8) 'Spending threshold' means:

(A) For amusical or theatrical performance, $500,000.00 during ataxable year; and

(B) For arecorded musical performance, which is incorporated into or synchronized

with amovie, television, or interactive entertainment production, $250,000.00 during

ataxable year and for any other recorded musica performance, $100,000.00 during a

taxable year.
(9) 'State certified production' means a musical or theatrical performance or recorded

musical performance that is approved by the Department of Economic Development in

accordance with rules and regul ations promul gated pursuant to this Code section.
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(10) 'Total aggregate payroll' means the total sum expended by a production company

on saaries paid to employees working within this state in a state certified production or

productions. For purposes of this paragraph:

(A) With respect to a single employee, the portion of any salary which exceeds
$500,000.00 for a single production shall not be included when calculating total
aggregate payroll; and

(B) All paymentsto asingle employee and any legal entity in which the employee has

any direct or indirect ownership interest shall be considered as having been paid to the

employee and shall be aggregated regardless of the means of payment or distribution.

(c) A production company that invests in a state certified production shall be allowed an

income tax credit against the tax imposed under this article if such production company's

qualified production expenditures equal or exceed the spending threshold as follows;

(1) A production company shall be allowed a tax credit equal to 15 percent of such

production company's qualified production expenditures; and

(2) A production company shall be allowed an additional tax credit equal to 10 percent

for such production company's qualified production expenditures incurred in a county

designated astier 1 or tier 2 by the commissioner of community affairs pursuant to Code
Section 48-7-40.

(d) Thetax credits allowed under this Code section for all production companies shall be

subject to the following aggregate annual caps:

(1) For taxable years beginning on or after January 1, 2018, and before January 1, 2019,
the aggregate amount of tax credits allowed under this Code section shall not exceed $5

million;
(2) For taxable years beginning on or after January 1, 2019, and before January 1, 2020,
the aggregate amount of tax credits allowed under this Code section shall not exceed $10

million;
(3) For taxable years beginning on or after January 1, 2020, and before January 1, 2024,
the aggregate amount of tax credits allowed under this Code section shall not exceed $15

million per year;
(4) The tax credits alowed under this Code section shall not be available for taxable
years beginning on or after January 1, 2024:; and

(5) If the aggregate amount of tax credits claimed by taxpayers under this Code section

during ayear isless than the aggregate annual cap applicableto such year, the unclaimed

portion of the aggregate annual cap shall be added to the aggregate annual cap applicable

to the next succeeding year or years until it isfully claimed.

(e)(1) The maximum allowable tax credit under this Code section claimed by a single

production company and its affiliates shall not exceed, in any single taxable year, 20
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percent of the aggregate amount of tax credits available for such taxable year under

subsection (d) of this Code section, including the amount of any aggregate annual caps

rolled over from prior years.

(2) Production companies seeking to claim a tax credit under this Code section shall

submit an application to the department for preapproval of such tax credit. The

department shall preapprove the tax credits based on the order in which properly

compl eted applications were submitted. |n the event that two or more applications were

submitted on the same day and the amount of funds available will not be sufficient to

fully fund the tax credits requested, the department shall prorate the available funds

between or among the applicants.

(f)(1) Where the amount of such credit or credits exceeds the production company's

liability for such taxesin ataxable year, the excess may be taken as a credit against such

production company'squarterly or monthly payment under Code Section 48-7-103. Each

employee whose employer receives credit against such production company's quarterly

or monthly payment under Code Section 48-7-103 shall receive credit against hisor her

income tax liability under Code Section 48-7-20 for the corresponding taxable year for

the full amount which would be credited against such liability prior to the application of

the credit provided for in this subsection. Credits against quarterly or monthly payments
under Code Section 48-7-103 and credits against liability under Code Section 48-7-20
established by this subsection shall not constitute income to the production company.

(2) If aproduction company claims the credit authorized under Code Section 48-7-40,
48-7-40.1, 48-7-40.17, or 48-7-40.18, then the production company will only be allowed

to claim the credit authorized under this Code section to the extent that the Georgia

resident employeesincluded in the credit cal cul ation authorized under this Code section

and taken by the production company on such tax return under this Code section have

been permanently excluded from the credit authorized under Code Section 48-7-40,
48-7-40.1, 48-7-40.17, or 48-7-40.18.
(g) The credit granted under this Code section shall be subject to the following conditions

and limitations:

(1) The credit may be taken beginning with the taxable year in which the production

company has met the investment requirement. For each year in which such production

company claims the credit, the production company shall attach a schedule to the

production company's Georgia income tax return which will set forth the following

information, as a minimum:

(A) A description of the qualified production expenditures showing categorized

spending that meetsor exceedsthe spending threshol d, along with thecertificationfrom

the Department of Economic Devel opment;
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(B) A detailed listing of employees names, social security numbers, and Georgia

wages when salaries are included in the base investment;

(C) The amount of tax credit claimed for the taxable year;

(D) Any tax credit previousy taken by the production company against Georgia

incometax liabilitiesor the production company'squarterly or monthly paymentsunder
Code Section 48-7-103;

(E) The amount of tax credit carried over from prior years,

(F) Theamount of tax credit utilized by the production company in the current taxable

year; and
(G) The amount of tax credit to be carried over to subsequent tax years;

(2) In no event shall the amount of the tax credit under this Code section for ataxable

year exceed the production company's income tax liability. Any unused credit amount

shall be allowed to be carried forward for five years from the close of the taxable year in

which theinvestment occurred. No such credit shall be all owed the production company

against prior years tax liability.

(h) Any production company claiming the tax credit provided for by this Code section

shall be required to reimburse the department for any department initiated audits relating

to thetax credit. This subsection shall not apply to routine tax audits of ataxpayer which

may include areview of the credit provided in this Code section.

(i) The Department of Economic Development shall determine through the promul gation

of rules and regulations which projects qualify for the tax credits authorized under this

Code section. Certification shall be submitted to the state revenue commissioner.

(1) The state revenue commissioner shall promulgate such rules and regulations as are

necessary to implement and administer this Code section.”

SECTION 2.

This Act shall become effective on January 1, 2018.

SECTION 3.

All laws and parts of lawsin conflict with this Act are repealed.



