Georgia Business Expansion and Support Act

Executive Summary
INCOME TAX CREDITS

JOB TAX CREDIT

Provides for a statewide job tax credit for any business or headquarters of any such business
engaged in manufacturing, warehousing and distribution, processing, telecommunications,
tourism, or research and development industries, but does not include retail businesses. If other
requirements are met, job tax credits are available to businesses of any nature, including retail
businesses, in counties recognized and designated as the 40 least developed counties.

Jobs Created Tax Credit Limitations
Tier 1 5 or more jobs $3,500* Offset 100% of
state income tax
liability
Tier 2 10 or more jobs $2,500* Offset 100% of
state income tax
liability
Tier 3 15 or more jobs $1,250* Offset 50% of
state income tax
liability
Tier 4 25 or more jobs $ 750J* Offset 50% of
state income tax
liability

*Additional $500 per job if county is a member of a multi-county development authority.

The credit amounts listed above are applicable to new jobs created on or after January 1, 2001.
Jobs created prior to January 1, 2001 are calculated at the credit amounts in place at the time the
jobs were created.

Note that average wages for the new jobs must be above the average wage of the county that
has the lowest average wage of any county in the state. Also note that employers must
make health insurance available to employees filling the new full-time jobs. Employers are not,

however, required to pay all or part of the cost of such insurance unless this benefit is provided to
existing employees.

Credits are allowed for new full-time employee jobs for five years in years two through six after
the creation of the jobs

Maximum Tax Credit: $3,500 per job regardless of any bonuses for either the joint
development authority credit or the port authority credit. A credit claimed but not used in any
taxable year may be carried forward for 10 years from the close of the taxable year in which the
qualified jobs were established. The measurement of new full-time jobs and maintained jobs is
based on average monthly employment. Georgia counties are re-ranked annually based on
updated statistics.




INVESTMENT TAX CREDIT

Based on the same tiers as the Job Tax Credit program. Allows a taxpayer that has operated an
existing manufacturing or telecommunications facility or manufacturing or telecommunications
support facility in the state for the previous three years (36 months) to obtain a credit against
income tax liability.

Generally, a taxpayer may not take both the job tax credit and the investment tax credit for the
same project.

Tier Capital Investment Percentage Credit
Tier 1 $50,000 5%*

Tier 2 $50,000 3%

Tier 3 or Tier 4 $50,000 1%

*The tax credit increases 3% for recycling, pollution control, and defense conversion
activities.

OPTIONAL INVESTMENT TAX CREDIT

Taxpayers qualifying for the investment tax credit may choose an optional investment tax credit
with the following threshold criteria:

Designated Minimum % Tax Area Investment Credit

Capital Investment Percentage Credit
Tier 1 $5 million 10%
Tier 2 $10 million 8%
Tier 3 or Tier 4 $20 million 6%

The credit may be claimed for 10 years, provided the qualifying property remains in service
throughout that period. A taxpayer must choose either the regular or optional investment tax
credit. Once this election is made, it is irrevocable.

Generally, a taxpayer may not take both the job tax credit and the investment tax credit for the
same project.

RESEARCH & DEVELOPMENT TAX CREDIT

A tax credit is allowed for research expenses for research conducted within Georgia for any
business or headquarters of any such business engaged in manufacturing, warehousing and
distribution, processing, telecommunications, tourism, or research and development industries.
The credit shall be 10% of the additional research expense over the “base amount,” provided that
the business enterprise for the same taxable year claims and is allowed a research credit under
Section 41 of the Internal Revenue Code of 1986. The credit may be carried forward 10 years but
may not exceed 50% of the business’s remaining Georgia net income tax liability after all other
credits have been applied for the current year. (Note that the base amount must contain positive
Georgia taxable net income for all years.)



CHILD CARE CREDITS

Benefit Percentage of Time Tax Credit  Limitations

Employer’s Direct Cost  Carried Forward
eligible for Tax Credit
Child Care 75% 5 years No more than 50% of
taxpayer’s total state income
tax liability for that taxable

year
Property 100% Claim 3 years after Maximum Amount Used in
Purchased for 10%/year for 10 years property placed = one year is 50%

Child Care in service

Recapture provisions apply if the property is transferred or committed to a use other than child
care within 14 years after the property is placed in service. These two child care credits can be
combined.

SMALL BUSINESS GROWTH COMPANIES TAX CREDIT

A tax credit is granted for any business or the headquarters of any such business engaged in
manufacturing, warehousing and distribution, processing, telecommunications, tourism, or
research and development industries having a Georgia net taxable income in the current year
which is 20% or more above that of the preceding year if its net taxable income in each of the two
preceding years was also 20% or more. The credit shall be the excess over 20% of the percentage
growth and shall not exceed 50% of the business’s remaining Georgia net income tax liability
after all other credits have been applied for the current year. The credit is available to companies
whose total tax liability does not exceed $1.5 million.

PORTS ACTIVITY JOB TAX & INVESTMENT TAX CREDITS

Businesses or the headquarters of any such businesses engaged in manufacturing, warehousing
and distribution, processing, telecommunications, tourism, or research and development that have
increased their port traffic tonnage through Georgia ports during the previous 12-month period by
more than 10% over their 1997 base year port traffic, or by more than 10% over 75 net tons, five
containers or 10 20-foot equivalent units (TEU’s) during the previous 12-month period are
qualified for increased job tax credits or investment tax credits. NOTE: Base year port traffic
must be at least 75 net tons, five containers, or 10 TEU’s. If not, the percentage increase in port
traffic will be calculated using 75 net tons, five containers, or 10 TEU’s as the base. Companies
must meet Business Expansion and Support Act (BEST) criteria for the county in which they are
located.

Additional Tax Investment Tax Optional Investment

Credit per jJob Credit Tax Credit
Tier 1,2,3,4 $1,250 5% 10%

The additional job tax credit is limited to 50 percent of the taxpayer’s Georgia net income tax
liability in the current year regardless of the tier in which the jobs are located. The investment tax
credit taken under the port traffic provision is limited to 50 percent of the taxpayer’s net income
tax liability. Any unused job or investment tax credit may be carried forward for ten years from
the close of the taxable year in which the qualified jobs were established or the qualified property
was placed in service. The optional investment tax credit taken under the port traffic provision
shall be claimed for up to ten taxable years, provided the qualifying property remains in service
throughout that period.



Companies that create 400 or more new jobs, invest $20 million or more in new and expanded
facilities, and increase their port traffic by more than 20% above their base year port traffic may
take both job tax credits and investment tax credits

HEADQUARTERS TAX CREDIT
Companies establishing their headquarters or relocating their headquarters to Georgia
may be entitled to a tax credit if the following criteria are met:
e headquarters is defined as the principal central administrative offices of a
company;
e 2) new jobs created at a new headquarters must be full-time (as defined by law
and regulation) and must pay above the average wage for Tier 1 counties, at least
105% of the average wage for Tier 2 counties, at least 110% of the average wage
for Tier 3 counties, and at least 115% of the average wage for Tier 4 counties;
e 3) within one year, a company must invest $1 million and create 50 jobs at a new
headquarters facility
e 4) the company must elect not to take the job or investment tax credits.

Amount of Credit: The credit is equal to $2,500 annually per new full-time job or $5,000
if the average wage of the new full-time jobs is 200% or more of the average wage of the
county in which the new jobs are located. The credits apply for five years beginning with
the year in which jobs are placed in service. The credit may be taken against Georgia
income tax liability with any excess credit applied against a company's withholding taxes.
Credits may be carried forward for 10 years.

Other requirements include:

e no new full-time jobs created after seven years from the close of the taxable
year in which the taxpayer first becomes eligible for the credit may receive
credits

e the number of new full-time jobs shall be determined by comparing the
monthly average of full-time jobs subject to Georgia income tax withholding
for the taxable year with the corresponding average for the prior taxable year.

RETRAINING TAX CREDIT

The retraining tax credit allows some employers to claim certain costs of retraining
employees to use new equipment, new technology, or new operating systems. The credit
can be worth 50% of the direct costs of retraining full-time employees up to $500 per
employee per approved retraining program per year. The credit cannot be more than 50%
of the taxpayer's total state income tax liability for a tax year. Credits claimed but not
used may be carried forward for 10 years.

Applications for the Retraining Tax Credit must be approved by the Vice-President of
Economic Development in the Technical College Serving that area.



