INVESTMENT SUPPORT FOR THE LIVE PERFORMANCE INDUSTRY:

Tax incentive proposal

Rationale

The live performance industry contributes over $2.5 billion annually to the Australian economy. It
employs over 34,000 people nationally, supports more than 500 performing arts companies around
Australia plus hundreds of venues, producers and music promoters. It also attracts more than 18
million people to shows in capital cities, regional centres and country towns. However, it is
becoming increasingly more difficult for Australian producers to stage new productions due to the
high costs of pre-production and difficulties in attracting the required level of investment.

Australian producers are now competing for investors in international jurisdictions that offer
significant tax incentives (e.g. UK and USA). Within Australia, live performance producers compete
against other industries, notably film and TV, where a 40% producer tax offset exists. These tax
incentives allow producers to offset pre-production costs on qualifying expenditure. There is an
urgent need for live performance producers to access tax incentives to attract the level of
investment required to produce and stage world-class shows, support more jobs and drive industry
growth.

Economic impact of investment incentives

Investment incentives will stimulate economic activity. The level of economic activity generated
increases as the level of investment incentive increases.
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Live Performance Australia (LPA) is the peak body for Australia’s live performance industry. LPA represents commercial and independent producers, music promoters, major
Iﬁll‘svl'\FFORM ANCE performing arts companies, small to medium companies, venues (performing arts centres, commercial theatres, stadiums and arenas), festivals, and service providers such as
AUSTRALIA ticketing companies and technical suppliers.

Economic analysis on the impact of investment incentives was undertaken by Ernst & Young (EY) for LPA.



Tax incentive schemes

UK Theatre Tax Relief

Tax relief for non-touring
productions

Tax relief for touring
productions

Following the economic and cultural success of creative
sector tax relief in the UK, particularly in film, TV and
video games, the Theatre Tax Relief (TTR) scheme was
introduced as part of the Finance Act 2014 (“Act”) and
came into effect on 1 September 2014.

The TTR is intended to encourage and support investment
in the production and touring of UK live dramatic works
(including plays, operas, musicals, ballets and circus), with
the objective of maintaining the sustainability of live
performance in the UK.

This model provides a clear policy precedent for the
extension of tax-based incentives into the live
performance industry.

The TTR entitles production companies to claim 20% of its
total qualifying pre-production costs for non-touring
productions, and 25% for touring productions.

Both commercial and publicly-funded (subsidised)
productions are eligible and can benefit from the scheme,
as trading subsidiary arrangements effectively enable not-
for-profit organisations to access the scheme.

Return on costs can be re-invested into new works, or
passed on to investors.

It is estimated that the TTR benefits around 325 UK
production companies a year in support of a wide variety
of theatrical productions.

USA Tax Relief for live

theatrical productions

Federal deduction for
investment

State based tax relief

The UK Government is not the only country to have
recognised the need to remain globally competitive. The
US has a legacy of state-based tax incentives for theatrical
productions. These apply in lllinois, Louisiana, New York
State (not including New York City), and Rhode Island.
The provisions range from 20% - 35% tax credits for
qualifying expenditure by production companies.

The common purpose of these incentives is primarily to
increase jobs and economic outputs by increasing the
State’s competitive position for incentivising theatrical
producers to bring productions to their state.

In December 2015, the US government passed federal
legislation that establishes equal tax treatment for live
theatrical productions as is provided for film and TV.

It allows a 100% deduction for investment in live
performance by the investor from their income in the year
of the investment.

The legislation allows investors to immediately recoup
their investments prior to taxes being assessed on profits
earned. This is intended to deepen the pool of interested
investors in commercial theatrical productions.

Filmand TV

Producer Offset

Tax relief for feature films

Tax relief for non-feature films
(TV, mini-series, documentaries)

* In 2007 the Producer Offset was introduced as part of the
Australian Screen Production Incentive (ASPI), a package
of measures to boost support for the Australian film and
television industry.

* It provides a refundable tax offset (rebate) for producers
of Australian feature films, television and other projects.

* Feature films are eligible for a 40% rebate of qualifying
expenditure, and other programs such as TV, mini-series
and documentaries are eligible for a 20% rebate.

* Screen Australia conducted a review of the Producer
Offset in 2012, five years after it was introduced. The
report found that the Producer Offset “unquestionably”
provided financial support for addressing the challenges
of raising revenue to meet production budgets.

* Additionally, the report found that the Producer Offset
improved the equity share retained by producers in their
film and television projects.

* Improved equity share has allowed producers enhanced
leverage to attract private investment from new and
existing sources. This directly supports producers building
sustainable production businesses.

Source: Screen Australia (Nov 2012), Getting down to business: the Producer Offset five years on



