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Since 2004 New York State has allocated $7.8 billion in tax incentives to the film and television
industry—almost enough to build two Mario M. Cuomo bridges or two Freedom Towers.t But
despite sustained and growing investment, the film tax credit has not produced enough value for
New Yorkers, and should be eliminated.

Given the current state of the economy—with a 9.7 percent unemployment rate and restrictions
on economic activity to curtail the spread of COVID-19—elected officials may be trepidatious
about decreasing spending on an economic development program. However, several states have
already eliminated or limited the ineffective credit, and the State would need to end the credit
now in order for it to help stabilize the State’s finances within the four-year financial plan
timeframe. With a $9 billion budget gap and projected annual deficits growing to $19 billion in
fiscal year 2023, the State should continue to decrease the film tax credit until the program is
eliminated. Absent outright repeal, enacting other changes would still improve the credit.

A Generous, Yet Ineffective Credit

New York provides a refundable film tax credit equal to 25 percent of qualified production and
post-production costs.? Projects filming outside of New York City, Long Island, Westchester and
Rockland counties are eligible for an additional 10 percent credit for qualified labor expenses.
The refundable tax credit functions as a grant—companies with credits in excess of their New

York State tax liability receive a check from the State and maintain a negative tax rate.

The credit was established in 2004 and capped at $25 million annually; since then it has been
increased and extended multiple times, including an additional $350 million pool in 2009
because the credit was oversubscribed. (See Table 1.) It is now capped at $420 million annually

through 2025; however, unlike a typical cap, once the State has awarded all credits in a given
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year, future year allocations are awarded for current projects. The awardee file its claim when it
files taxes in the allocation year. For example, if the State has awarded all credits from the 2020
allocation at the end of June, the State will award from the 2021 allocation for a film under
production in 2020. The producers will then have to wait until they file their 2021 taxes in 2022
to claim the refundable credit.

Table 1: New York State Film Tax Credit Allocations

(dollars in millions)

Original Additional  Additional Total Annual

Year Pool Pool 1 Pool 2 Allocation
2004 $25 $25
2005 $25 $25
2006 $60 $60
2007 $60 $60
2008 $65 $65
2009 $75 $350 $425
2010 $85 $420 $505
2011 $90 $420 $510
2012 $90 $420 $510
2013 $110 $420 $530
2014 $420 $420
2015 $420 $420
2016 $420 $420
2017 $420 $420
2018 $420 $420
2019 $420 $420
2020 $420 $420
2021 $420 $420
2022 $420 $420
2023 $420 $420
2024 $420 $420
2025 $420 $420
TOTAL $685 $350 $6,720 $7,755

Source: Section 24, Subdivision (a) of the New York State Tax Law, https://www.nysen-
ate.gov/legislation/laws/TAX/24.

Further complicating implementation of the film tax credit, project credits in excess of $1 million
must be split over two years, and project credits more than $5 million must be split over three
years. Credits less than $1 million may be claimed in one year. Awarding credits from future year
allocations and requiring credits to be claimed over multiple years results in multi-year delays
between economic activity and state budget impact. It also means any attempt to curtail the
credit will not achieve immediate fiscal relief.



While New York’s credit is expensive and complex, it is also very generous compared to other
states’ credits. For example, California’s credit is 20 percent of qualified costs for most
productions, total credits are capped at $330 million per year, and credits are not refundable,
although they can be carried forward to offset future year’s tax liability.2 Despite California’s less
generous credit, in 2019 film and television industry wages in California were more than double
New York’s, and 90 percent more movies and 141 percent more television shows were produced
in California than in New York.2 New Jersey offers a credit between 30 and 35 percent of
qualified costs, but is capped at $100 million annually.2 According to the National Conference of
State Legislatures several states are re-evaluating or paring back film incentive programs, and a
number of states no longer provide a film tax credit, including Arizona, Delaware, Florida,

Michigan, and Vermont.¢

These efforts have been guided by research. Numerous academic studies have found that states’
film and television tax credits are not a good use of state resources. One study looked at each
state’s program and found no meaningful evidence of employment gains.Z Another analysis
found “movie production incentives are costly and fail to live up to their promises.”® Part of the
reason the credits are not worth the allocation of scare resources is that many of the benefits
accrue to projects that would likely have been filming in New York regardless of credit. Saturday
Night Live, for example, collected between $12 million and $15 million annually between 2015
and 2018, but has been filmed in New York City since its opening in 1975 and is unlikely to leave
regardless of the credit.?

Empire State Development recently issued a report praising the tax credit, but its claims are
based on assumptions that no filming activity would take place in New York absent the
credit.10 It also over represents employment since the credit does not differentiate between full
time permanent employment and temporary or part-time work.

Adopted Budget Change is a Small Step in the Right Direction

The Fiscal Year 2021 Budget extended the film tax credit one additional year to 2025 while
reducing benefits by 5 percentage points. A film being shot in New York City is now eligible for a
reduced credit of 25 percent of qualified costs. The budget also increased the minimum amounts
required to be spent for a production to qualify for benefits, in addition to imposing other

limitations.11

Absent outright repeal or phase-out, other ways the program could be improved include:
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Stop awarding from future year allocations. For a cap to be effective, it has to cap not
just the annual financial plan impact, but the increase in the state liability each year.

Stop spreading claims over 3 years. In combination with awarding from future year
allocations, it means the distance between job creation and State financial impact is
extended. This means that if the State ends the subsidy, there will still be more claims to

pay.

Decrease the credit substantially to 10 percent of qualified costs and eliminate the
annual cap. This will substantially decrease the cost of the program, which would make
the annual cap unnecessary and ensure that there is no need to draw down claims from

future allocations.

Further decrease the share of expenses that can be claimed in New York City. The State’s
recent decrease of qualifying expenses produced little opposition. By phasing out the
credit in New York City and keeping it outside of New York City, it will push some
production to areas of the state that have a much greater need for economic

development.

New York’s film tax credit is a very expensive incentive to provide at a time when New York

State is withholding payments to school districts, nonprofits, and others. Through the credit, the

State has allocated more than $7 billion to the film and television industry, with the

overwhelming majority of credits for projects in New York City.12 It time for the State to say,

“That’s a wrap!” on the film tax credit.

By David Friedfel
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