Federal US Film Tax Incentive Proposals - 2026

The proposed U.S. federal film tax incentive, championed under legislative initiatives like the
bipartisan Motion Picture, Television, and Entertainment Revitalization Act (and related efforts
like the CREATE Act), represents an historic shift toward establishing a nationwide production
subsidy to rival major foreign screen hubs.

Main Points of Interest to Film Producers

Baseline 20% Labor Tax Credit: The core proposal offers a 20% federal tax credit on
qualified money spent employing U.S. workers (cast, crew, and technical personnel).
Stackability with State Incentives: Unlike previous federal write-offs, this credit is
explicitly modeled to stack directly on top of existing state and regional incentives (such
as those in Georgia, California, New York, or New Mexico). A production shooting in an
eligible state could effectively offset 40% to 50%+ of qualifying production costs,
matching or beating jurisdictions like the UK, Canada, and Australia.
Transferability and Monetization: The credit is designed as a transferable credit.
Because most single-project production entities (SPVs) and independent producers have
little to no corporate tax liability, transferable credits can be brokered and sold to
third-party corporations for cash to directly finance budgets.
Targeted Uplifts (Bonus Credits): The framework modeled by the Motion Picture
Association (MPA) includes:

o An additional 5% uplift for independent production companies.

o An additional 5% uplift for labor costs incurred in federally declared disaster areas

or distressed zones.

Low Access Thresholds: Proposals set an accessible floor—such as a $1 million
minimum production expenditure—ensuring the incentive is not restricted solely to
studio tentpoles.
Immediate Cash Flow vs. Deferred Depreciation: Following the expiration of Section
181, producers have had to rely primarily on Section 168(k) bonus depreciation. However,
bonus depreciation can only be claimed after a project is finished and “"placed in service"
(released). A federal production credit provides usable equity and collateral during
pre-production and shooting.

What Is It Intended to Do?

Halt "Runaway Production": Over 65 countries offer aggressive national screen credits.
U.S. producers increasingly shoot blockbusters overseas (e.g., Marvel films moving to the
UK) to access 25%—-40% national rebates. The federal credit aims to stop this capital and
operational flight.

Recapture Global Production Share: The U.S. share of global film and TV production
spending has declined to roughly 39%. Economic models indicate the incentive is
designed to push the U.S. share back to 65% over the next decade.

Domestic Economic Stimulus: Backers estimate that injecting a federal incentive will
generate roughly $125 billion in additional domestic production spending and drive
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hundreds of billions in gross domestic value through 2035.

Who Is It Intended to Benefit?

Below-the-Line Crew Members: The incentive focuses primarily on labor
expenditures to get working-class craftspeople back on set. Union supporters (IATSE,
Teamsters, SAG-AFTRA) view it as a lifeline to support ~143,500 full-time-equivalent jobs
per year.

Ancillary Local Small Businesses: Set construction suppliers, equipment rental houses,
catering companies, transportation services, and hospitality vendors across production
corridors.

Non-Hollywood Production Hubs: While pushed by California lawmakers, the measure
is structured for all 50 states, specifically designed to revitalize established non-coastal
ecosystems in Georgia, Louisiana, New Mexico, and lllinois.

Independent Filmmakers: Through the designated 5% indie uplift, the framework
intends to give independent producers access to affordable private financing.

Who Do Film Industry Commentators Think It Will Benefit?

While union leaders and trade groups have celebrated the proposal, industry analysts, tax
policy economists, and independent producers highlight several practical caveats:

Major Conglomerates and Streamers: Analysts note that the largest dollar recipients of
state programs have historically been multinational studios (Disney, Warner Bros.
Discovery, Netflix, Sony) with deep corporate payrolls. Critics argue a federal program
acts as a corporate subsidy to well-capitalized media giants that already dominate the
marketplace.

Tax Brokers and Financial Intermediaries: If the credit is transferable rather than fully
refundable (cash-back from the Treasury), producers must sell their credits on the
secondary market. Financial intermediaries and corporate buyers (e.g., banks and
profitable non-entertainment corporations) typically buy these credits at 85 to 90 cents
on the dollar, extracting substantial fee margins from the subsidy pool.

Tier-1 Infrastructure States Over Emerging Hubs: Although promoted as a 50-state
solution, commentators point out that productions go where soundstages, trained
crews, and local credits already exist. Because the federal credit stacks, states with high
local credits and existing infrastructure (California, Georgia, New York) will capture the
vast majority of projects, widening the gap with states lacking mature film ecosystems.
Fiscal and Tax Skeptics: Fiscal commentators and some lawmakers argue that
production tax credits trigger an expensive "race to the bottom" at the federal level.
Critics question whether the net tax revenue recouped ever offsets the federal deficit
cost, cautioning that foreign nations may simply escalate their own subsidies in response.
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