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Current law provides various levels of tax credits for qualified expenditures associated with sound recording productions and
qualified music companies. Sound recording credits are rebate payments with regard to tax liability while those for qualified
music companies are nonrefundable tax credits, up to 50% of the entities tax liability, with a five-year carry-forward for
unused credit amounts. Total program credits are capped at $2.160 million per year.

Proposed law provides for qualified music companies to receive any program credits through rebate payments, as well, for
applications received on or after July 1, 2021

 Effective upon governor's signature.

The Department of Revenue would incur relatively minor costs to modify and test tax processing systems to accommodate
the change in the existing credit from nonrefundable to refundable.

The sound recording tax credit program as a whole has been only modestly utilized. The limited nonrefundable nature of the
credit for qualified music companies likely has made the program unusable for these entities. Allowing rebate payments to
qualified music companies is likely to allow participation by these entities and increase the state’s fiscal exposure. However,
the program has a current credit issuance cap of $2,160,000 per year, and LED indicates that it has never had participation
sufficient to issue that amount of credit. In addition, credit claims reported by the Dept. of Revenue over the last three
years are quite small (FY17 $82,000, FY18 $42,000, and FY19 $15,000). The bill’s changes are available to applications
received on or after Juy 1, 2021, and while the first fiscal year of exposure is FY22, it seems unlikely that the bill’s changes
for qualified music companies would fully subscribe the program, at least quickly. To the extent it increases participation in
the program, the maximum increase in exposure to the state fisc is roughly $2.1 million per year, but the implied amount of
payroll necessary to realize that exposure ($14M - $21M) suggests that the actual rebate payment realizations are likely to
be materially smaller than the maximum exposure.
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Changes the sound recording investor tax credit into a refundable tax credit
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