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I am pleased to submit to you the Georgia Tax Expenditure Report for FY2015 prepared by
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prepared for inclusion in the Governor’s Budget Report as required by Georgia Code §45-12-75.
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This report provides a comprehensive listing of the State’s statutory tax provisions (“tax
expenditures’) that allow preferential tax treatment of certain types of taxpayers or activities.
Although not direct government expenditures, tax expenditures represent an allocation of
government resources in the form of taxes that could have been collected (and appropriated) if
not for their preferential tax treatment. To the extent possible, the dollar value of each tax
expenditure has been included in this report. It is important to note, however, that data for
numerous tax expenditures is not captured by the Department of Revenue. In these instances, the
lack of available information is either noted or an estimate if possible, is provided. The data
included in this report has not been verified or validated by the Department of Audits and
Accounts and no opinion or other form of assurance is expressed in this data.

We appreciate the staff of the Georgia State University Fiscal Research Center for preparing this
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Introduction

Tax expenditures are provisions in the tax code that allow for special treatment of a source of

income or a certain type of expense. Such treatment usually results in a reduction in tax liability
for the taxpayer. In principle, these tax benefits could be provided by direct appropriation, thus
these provisions are referredto as "expenditures”. They represent tax revenues that would have

been otherwise generated if not for this preferential treatment in the tax code.

Like direct government expenditures, tax expenditures are an allocation of government revenue
that are intended to achieve a particular policy outcome or generate some activity. The value of
a tax expenditure can be thought of as representing the amount of money that would be needed in
the budget to provide the same level of financial support in the form of a government grant
instead of through the tax code. Tax expenditures are received by businesses and individual
taxpayers and are present in all of Georgia’s major taxes, including the individual income tax,

corporate income tax, and sales tax.

Tax expenditures, also referred to as tax preference items, can take several forms. Many are
structured as tax credits and deductions, such as the corporate credit for hiring a new worker or
the individual deduction for the mortgage interest paid on a primary residence. Other
expenditures are in the form of exclusions of income. For example, at the state level, individuals
in Georgia are allowed to exclude Social Security income from the calculation of Georgia
taxable income. Lastly, some tax expenditures may be provided in the form of reduced rates for

selected items in the tax base, such as the partial sales tax exemption for jet fuel.

Tax Expenditure Report

Preparation of a tax expenditure report is required by Title 45, Chapter 12, Article 4 of the
Official Code of Georgia. The purpose of the report is to list all tax expenditures and their value.
In this way, these items can be tracked over time in a fashion analogous to a budget of direct

governmental expenditures.

While direct expenditures for such items as education or transportation are reviewed annually

with every budget, it is usually the case that tax expenditures are not subject to such periodic
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review. Itis important to monitor the value associated with these provisions as they are a
reduction in tax revenue and their presence results in special treatment for some taxpayers
relative to others. For example, the state government supports education through direct
expenditure programs and through HOPE scholarships but also allows a tax deduction for certain
educational expenses borne by the taxpayer or paid by an employer. Both the direct expenditure
and the tax expenditure represent an allocation of government resources toward education, but

only the direct expenditures are listed in anannual budget and subject to annual review.

Leaving tax expenditures out of the annual budgetary review process creates two types of
distortions. First, it under-represents the amount of government resources allocated for a given
purpose. Second, it incorrectly represents the distribution of the benefits of government
expenditures. The benefits of tax expenditure provisions are usually targeted to higher income
taxpayers compared to direct expenditure programs, so that the absence of tax expenditures in
the overall analysis may lead to the conclusion that government resources are targeted toward
less affluent taxpayers. In addition, not all tax expenditure programs have a direct budget
counterpart, thus without a tax expenditure report, these provisions and their distributional

effects escape notice.

The presence of tax expenditures are not necessarily bad tax policy. However, not recognizing
or monitoring the resources allocated through the tax system is not good fiscal policy. In this
regard, it is important to note that this tax expenditure report does not provide any information
on how effective the provision may be in terms of fulfilling its purpose. For instance, while the
value of the Researchand Development (R&D) credit may be reported annually in the tax
expenditure report, there is no accompanying analysis to determine the extent to which more

research activities have been undertaken due to the presence of the special provision.

Identifying Tax Expenditures

In most cases, identifying a tax expenditure is straightforward. Tax expenditures are deviations
or special exceptions from the generally defined tax base, sometimes referred to as the normal
tax base or the reference tax base. However, there may be disagreement as to what constitutes

the normal or reference tax base. Even at the federal level, the list of tax expenditure items
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included by the Administration differs from the list estimated by Congress because each works
from a different definition of the standard tax base. The appropriate norm against which tax
expenditures are defined is somewhat subjective and may, in some cases, be driven by the intent
of the policy underlying the legislation. For example, we would not consider the difference
between the current top income tax rate of six percent and the tax rate of one percent a tax

expenditure.

Tax credits and deductions for certain types of activities, such as the jobs tax credit or the low-
income housing credit, are always classified as tax expenditures. This is also the case for items
that are taxed ata reduced rate. In addition, specific exclusions from the tax base are, in most
cases, considered tax expenditures. Because the Georgia individual and corporate tax systems
are both tied to the federal individual and corporate bases, exclusions or deductions at the federal
level apply to the state tax base as well. In some cases, Georgia chooses not to conform to
federal provisions, such as the Section 199 deduction for domestic production activities. In these
cases, we do not include the provision as atax expenditure. It is also important to note that tax

expenditures are not computed for revenue that is due but not collected.

There are instances when it is unclear whether a given tax provision should be listed as a tax
expenditure. This is because it is unclear what constitutes the general rule and therefore, it is
sometimes difficult to determine which provisions are exceptions to that rule. Consider the
personal income tax exemption. Individuals are allowed to exclude an amount of income for
each taxpayer included on the return but this exemption of income is not considered a tax
expenditure by all states. Another example is the provision allowing for the use of a single-
factor apportionment formula in allocating income earned by corporations operating in more than
one state. On one hand, because the general rule of the single-factor apportionment formula has
been established at the state level, only deviations from that rule would be listed as a tax
expenditure. Alternatively, if one considers the status-quo method of apportionment to be the
equally weighted three-factor apportionment formula, any deviation from that rule, such as the
double-weighted three factor or single-factor apportionment formula, would be reported as a tax
expenditure. This sort of problematic classification of tax expenditures also applies to the
taxation of services under the state sales tax. Because state legislation refers to the purchase of

tangible goods, the exclusion of services from the base may not be seenas a deviation from the
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general rule. On the other hand, if it is really the intent of the general rule to tax all
consumption, then the exclusions provided to the consumption of services should be listed as a
tax expenditure. In this report we attempt to incorporate as comprehensive a definition as

possible.

Defining atax expenditure in the case of the sales tax requires particular discussion. Because
there is no federal sales tax, there is no list of federal sales tax expenditures to use as a starting
point. For this report, we use the state tax statute as the basis for identifying sales tax
expenditures. Therefore, if an exemption specifically exists in the state statute, it is listed asa
sales tax expenditure. This has the advantage of being a very straightforward and non-subjective
rule to apply. Asasecond advantage, this method provides a comprehensive list of all statutory

exemptions allowing for comparison between provisions affecting taxpayers and industries.

On the other hand, this rule has the disadvantage of identifying many sales tax provisions as tax
expenditures that would not be identified as tax expenditures under the rule of good tax policy.
This is particularly true in the case of business inputs. There are several business inputs, such as
the exemption for energy used in manufacturing, that are listed in this report as tax expenditures
but are not activities that should be included in the tax base, if the base were defined using the
best economic principles. When business inputs are included in the sales tax base, those inputs
are taxed and the tax is included in the price when the input is sold to the next stage of
production. The more these inputs are taxed at the intermediate stages of production, the more
the tax is imbedded in the price of the item. This imbedded tax distorts prices and influences
economic decisions. Therefore, it is important to understand that while some business
exemptions are listed as tax expenditures in this report, policymakers may find it helpful to
distinguish the business inputs from tax expenditures that are provided for more societal reasons,
such as the tax exemption for public school lunches or for the sale of food for off-premises
consumption. To aid policy makers, this report identifies sales tax expenditure provisions that

are considered business inputs.
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Tax Expenditures vs. Revenue Estimates

The estimate associated with a tax expenditure provision does not necessarily represent the
revenue that would be gained from the repeal of the enabling legislation. Instead, the cost of the
tax expenditure represents the value of the deduction or credit taken via the provision. Although
the presence of one provision may interact with the use of another provision, tax expenditures are
estimated as independent provisions. For instance, if the federal Research and Experimentation
credit were repealed, federal revenues would not increase by the amount of the federal tax
expenditure estimate but by a smaller amount. This is because some of the R&D expenditures
claimed through the federal Research and Experimentation tax credit would be shifted over to
another tax deduction or credit so that the savings to the government would be less than the value
of the tax expenditure estimate. In addition, tax expenditure estimates do not incorporate
behavioral effects that may occur due to the elimination of a provision. For instance, the tax
expenditure estimate associated with the deduction for charitable giving is based on a current
level of charitable contributions. If the deduction for charitable contributions were eliminated,
the revenue effect presented in the fiscal note would incorporate both the initial value of
charitable contributions from the tax expenditure estimate and a timing effect that would result
from people speeding up their level of contributions in response to the future loss of the
deduction. Thus, tax expenditure estimates can only actas an indication of the revenue effect

that would occur if the provision were eliminated or modified.

Data Sources and Reliability of Estimates

To the extent possible, data from the Georgia Department of Revenue (DOR) is used to estimate
the expenditures included in this report. Unfortunately, the required information is not always
collected or available. When it is not, other data sources, such as information from the U.S.
Census Bureau, the U.S. Bureau of Economic Analysis, or the U.S. Bureau of Labor Statistics,
are used. Every effort is made to provide reliable, well supported estimates of the provisions.
Because of the time lag in processing income tax returns, the most recent data available from the
Georgia Department of Revenue is calendar year (CY) 2011. Therefore, even in cases where
DOR data is used as the primary data source, the tax expenditures presented in this report are

estimates.
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Two subjective measures of reliability are provided in this report, the estimate reliability and the

data reliability. The reliability of both the estimate and data are categorized into three classes, A,

B, and C. Class A estimates and data sources are considered the most reliable. Data sources

with a Class A status consist of data from the U.S. statistical agencies or from the Georgia

Department of Revenue. Estimates with a Class A status are typically those estimates that are

based on Class A data that is particularly applicable to the expenditure provision. For instance,

most of the state business tax credit expenditures are listed as Class A estimates. They are based

on tax credit data provided by the Georgia Department of Revenue that specifically addresses or

measures the tax expenditure provision.

On the other hand, most sales tax estimates are given a

Class B status. While these provisions may be based on Class A data sources, such as the

Economic Census or the Consumer Expenditure Survey from the Bureau of Labor Statistics, the

data may only be available ata national level, or the data may refer to more activities than is

covered by the tax expenditure provision.

In these cases, the data must be adjusted to represent

the specific activity associated with the expenditure provision and scaled down to represent the

value of the activity within Georgia. Because of these adjustments, the estimate is given a Class

B status even though it is based on Class A data. Class C estimates are believed to provide

reasonable estimates and are based on the best data available. For some items, no reliable

information is available. In these cases, no estimate for the expenditure is provided.

Class of Estimate/Class of

Description of Estimate

Examples of Data Sources

Data Reliability by Reliability Status
Data from Department of
Based on data specifically Revenue, Bureau of Labor
related to the tax expenditure Statistics Consumer
Class A - . )
provision and to Georgia Expenditure Survey, Bureau
taxpayers of Economic Analysis, U.S.
Census Bureau datasets
Based on national data which
has been modified to represent Industry surveys and trade
Class B Georgia and the specific tax magazines, most proprietary
activity covered by the information
expenditure
Class C Represents best available Newspaper articles, secondary

estimate at this time

sources
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Local Government Effects

In addition to the state estimates, this report attempts, where possible, to estimate the effects on
local government revenues. There are many state exemptions that have local ramifications, such
as numerous exemptions from the sales tax base. The local estimates that are provided represent
the aggregate value of the exemptions that would accrue to the counties, municipalities, special
service districts, including tax allocation and community improvement districts, and school

districts.

Consistency with prior estimates

This is the fourth year in which the tax expenditure report has been produced. The report for
FY2014 provided estimates for FY2012-FY2014. The current report presents estimates for
FY2013-FY2015. In most cases the estimates between the current and past reports are
consistent, with the latest report continuing the same trend in the value of the estimates that was
established in earlier reports. On the other hand, there are some cases where the estimate
presented in the FY2015 report differs significantly from that presented in the past reports. This
usually occurs because new information has become available or because a new forecast of
economic activity is relied upon to predict future values. The updated estimates are included in
the current report and any major inconsistency with prior reports is noted in the discussion

relating to the expenditure.

Outline of the Report

The report continues with a summary table containing a title of each tax expenditure provision,
the tax base it is associated with, the type of expenditure and the estimated value for FY2013,
FY2014, and FY2015 for all tax expenditures identified in the report. Provisions that are
assigned a positive value denote an expenditure that is estimated to reduce state or local
revenues. Provisions assigned a value of “(m)” denote a tax expenditure that is estimated to
reduce state revenues by less than $1 million. Provisions assigned a negative value denote a
positive tax expenditure that is estimated to increase state revenues. Provisions assigned a value
of “(-m)” denote a tax expenditure that is estimated to increase state revenues by less than $1

million.
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In addition to anidentifying title, each expenditure provision is assigned an expenditure number,
the first digit of which corresponds to the different sections of this report, such as 1 for the
individual income tax and 5 for the insurance premium tax. The remaining portion of the
numeric identifier is used to divide the expenditures into different subcategories such as federal
and state expenditures, and deductions and credits. Only in the case of the sales tax exemptions
does the expenditure number have any relationship to the state tax code section to which the
expenditure item is associated. The numeric identifiers for each provision are consistent across
tax expenditure reports and can be used to compare expenditure estimates from one report to the

next.

Following the summary tables are detailed sections for each of the specific taxes covered in this
report. These detailed sections begin with a brief description of the tax, latest figures on revenue
collection and any information on recent modifications to the base. These detailed sections also
include additional information for each of the expenditure items such as the statute number, the
year in which the expenditure provision was enacted and the year in which it became effective,
information on the data and estimate reliability and data source, a more detailed description of
the tax expenditure provision, and the value of the expenditure provision. The report concludes
with an appendix that includes tables listing recently expired provisions, sales and use tax

expenditures by type, and distributional analysis for a selected number of provisions.
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
Federal Income Tax Provisions®
1.1.001 Exclusion of employee meals Federal Exclusion 11 13 14
and lodging Individual
Income Tax
1.1.002 Exclusion of housing Federal Exclusion 5 5 6
allowances for ministers Individual
Income Tax
1.1.003 Exclusion of employer- Federal Exclusion 11 12 12
provided child care Individual
Income Tax
1.1.004 Exclusion of employee Federal Exclusion 2 2 2
awards Individual
Income Tax
1.1.005 Exclusion of employer Federal Exclusion 700 735 806
contributionsandearnings to Individual
pension plansincludes Income Tax

keoghs, defined benefit and
defined contribution plans

1.1.006 Exclusion of employer Federal Exclusion 876 960 1,031
contributionsfor health care, Individual
health insurance premiums Income Tax
and long-term care insurance
premiums

1.1.007 Exclusion of employer paid Federal Exclusion 25 26 27
accident and disability Individual
premiums Income Tax

1.1.008 Exclusion of employer Federal Exclusion 20 22 23
contributions for premiums Individual
on group long term life Income Tax
insurance

1.1.009 Exclusion of employer-paid Federal Exclusion 28 31 33
transportation benefitsand Individual
employer-providedtransit Income Tax
and vanpool benefits

1.1.010 Exclusion of benefits Federal Exclusion 182 209 227
provided through cafeteria Individual
plans Income Tax

1.1.011 Exclusion of employer Federal Exclusion 1 1 2
provided adoption assistance Individual

Income Tax

1.1.012 Exclusion of employer Federal Exclusion 8 8 8
provided education benefits Individual
(including education Income Tax

assistance and tuition
reduction benefits)

1.1.013 Exclusion of miscellaneous Federal Exclusion 43 44 45
fringe benefits Individual
Income Tax
1.1.014 Exclusion of foreign earned Federal Exclusion 32 34 38
income (including housing Individual
and salary) Income Tax

! These are Internal Revenue Code Provisions (IRC) that has beenadopted by Georgia as part of its personaland
corporateincome tax
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
1.1.015 Exclusion of certain Federal Exclusion 10 11 11
allowances for federal Individual
employeesabroad Income Tax
1.1.016 Exclusion of benefitsand Federal Exclusion 50 55 59
allowances to armedforces Individual
personnel (includes Income Tax
expenditure for military
disability benefits)
1.1.017 Medical care and Tricare Federal Exclusion 29 29 30
Medical Insurance for Individual
military dependentsand Income Tax
retirees
1.1.018 Exclusion of veterans’ Federal Exclusion a7 50 51
benefits (includes veteran's Individual
disability compensation, Income Tax
pensions, and readjustment
benefits)
1.1.019 Exclusion of income Federal Exclusion 1 1 1
attributable to the discharge Individual
of certain student loan debt Income Tax
and NHSC and certain state
educational loan repayments
1.1.020 Exclusion of workers' Federal Exclusion 64 64 65
compensation benefits Individual
(includes disability and Income Tax
survivor benefits and medical
benefits, and exclusion of
damages on account of
personal physical injuries or
physical sickness)
1.1.021 Exclusion of special benefits Federal Exclusion (m) (m) (m)
for disabled coal miners? Individual
Income Tax
1.1.022 Exclusion of untaxed Social Federal Exclusion 192 201 209
Security and railroad Individual
retirement benefits Income Tax
1.1.023 Exclusion of Medicare Federal Exclusion 346 353 367
benefits Individual
Income Tax
1.1.024 Exclusion of certain foster Federal Exclusion 2 2 2
care payments Individual
Income Tax
1.1.025 Exclusion of cash public Federal Exclusion 36 38 39
assistance benefits Individual
Income Tax
1.1.026 Exclusion of scholarship and Federal Exclusion 14 15 15
fellowship income Individual
Income Tax
1.1.027 Exclusion of earnings of Federal Exclusion (m) 1 1
Coverdell education savings Individual
accountsand interest on Income Tax

educational savings bonds

2 (m) Refers to a revenueloss of less than $1 million and (-m) refers to a revenue increase of less than $1 million.
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
1.1.028 Exclusion of earnings of Federal Exclusion 5 6 7
qualified tuition programs Individual
(including prepaid tuition Income Tax
programsand savings
account programs)
1.1.029 Exclusion for certain Federal Exclusion (m) (m) (m)
agricultural cost-sharing Individual
payments Income Tax
1.1.030 Exclusion of discharge of Federal Exclusion (m) (m) (m)
indebtedness for certain Individual
farmers Income Tax
1.1.031 Exclusion of interest on state Federal Exclusion (m) (m) (m)
and local government private Individual
activity bonds Income Tax
1.1.032 Exclusion of capital gains Federal Exclusion 181 190 199
from sale of principal Individual
residences Income Tax
1.1.033 Exclusion of capital gains at Federal Exclusion 168 188 205
death Individual
Income Tax
1.1.034 Exclusion of capital gains on Federal Exclusion 34 15 -9
gifts Individual
Income Tax
1.1.035 Exemption from imputed Federal Exclusion 3 4 4
interest rules Individual
Income Tax
1.1.036 Exclusion of combat pay Federal Exclusion 15 15 16
Individual
Income Tax
1.1.037 Exclusion of energy Federal Exclusion (m) (m) (m)
conservation subsidies Individual
provided by public utilities Income Tax
1.1.038 Exclusion from income Federal Exclusion 11 6 1
attributable to the discharge Individual
of principal residence Income Tax
acquisition indebtedness
1.1.039 Exclusion of gain for certain Federal Exclusion 1 2 3
small business stock Individual
Income Tax
1.1.040 Exclusion of interest on Federal Exclusion 3 3 3
public purpose state and local Individual
government bonds Income Tax
1.1.041 Exclusion of income earned Federal Exclusion 19 20 21
by voluntary employees' Individual
beneficiary associations Income Tax
1.1.042 Exclusion of survivor Federal Exclusion (m) (m) (m)
annuities paid to families of Individual
public safety officerskilled Income Tax
in the line of duty
1.1.043 Exclusion of disaster Federal Exclusion (m) (m) (m)
mitigation payments Individual
Income Tax
1.2.001 Accelerated depreciation Federal Deduction 40 39 38
(MACRYS) Individual
Income Tax
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
1.2.002 Deduction of expenditureson Federal Deduction 1 1 1
energy-efficient commercial Individual
building property Income Tax
1.2.003 Deduction of exploration and Federal Deduction (m) (m) (m)
development costs of nonfuel Individual
minerals, includes excess of Income Tax
depreciation over cost
depletion, nonfuel minerals
1.2.004 Amortization of business Federal Deduction (m) 1 1
startup costs Individual
Income Tax
1.2.005 Expensingofresearch and Federal Deduction (m) (m) (m)
development costsin lieu of Individual
the R&D tax credit Income Tax
1.2.006 Expensing of magazine Federal Deduction (m) (m) (m)
circulation expenditures Individual
Income Tax
1.2.007 Deductions of oil and gas Federal Deduction 0 0 0
exploration and development Individual
costs Income Tax
1.2.008 Special treatmentfor Federal Deduction 2 2 2
expensesrelated to timber Individual
production Income Tax
1.2.009 Expensingunder IRC section Federal Deduction 16 22 29
179 of depreciable business Individual
property Income Tax
1.2.010 Exceptionsfor publicly Federal Deduction 7 7 8
traded partnershipswith Individual
qualified income derived Income Tax
from certain energy-related
activities
1.2.011 Treatmentof income from Federal Deduction 1 1 1
exploration and miningas Individual
qualified income for publicly ~ Income Tax
traded partnerships
1.2.012 Various agricultural Federal Deduction (m) (m) (m)
expensingprovisions Individual
Income Tax
1.2.013 Community and regional Federal Deduction (m) (m) (m)
development incentives Individual
Income Tax
1.2.014 Expensingto remove Federal Deduction (m) (m) (m)
architectural and Individual
transportationbarriersto the Income Tax
handicapped and elderly
1.2.015 Inventory methods and Federal Deduction 5 5 5
valuation, (including last-in Individual
first-out, lower of cost or Income Tax
market, specific identification
for homogenous products)
1.2.017 Health Savings Accounts Federal Deduction 5 6 7
Individual
Income Tax
1.2.018 Deduction of property taxes Federal Deduction 127 136 145
on real property Individual
Income Tax
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
1.2.019 Deduction of nonbusiness Federal Deduction 167 180 189
state andlocal government Individual
income taxes, sales taxesand ~ Income Tax
property taxes
1.2.020 Deduction of mortgage Federal Deduction 497 510 531
interest on owner-occupied Individual
residences Income Tax
1.2.021 Deduction of charitable Federal Deduction 339 371 395
contributions (includes Individual
deductions for health, Income Tax
education, and for purposes
other than health and
education)
1.2.022 Deduction of casualty and Federal Deduction 2 2 2
theft losses Individual
Income Tax
1.2.023 Deduction of overnight Federal Deduction 1 1 1
expenses for national guard Individual
and reserve members Income Tax
1.2.024 Deduction of premiums for Federal Deduction 1 1 (m)
qualified mortgage insurance Individual
Income Tax
1.2.025 Deduction of interest on Federal Deduction 7 8 8
student loans Individual
Income Tax
1.2.026 Deduction of higher Federal Deduction 5 3 1
education expenses Individual
Income Tax
1.2.027 Deduction of teacher Federal Deduction 1 1 (m)
classroom expenses Individual
Income Tax
1.2.028 Deduction of health Federal Deduction 27 29 31
insurance premiums and Individual
long-term care insurance Income Tax
premiums by the self-
employed
1.2.029 Deduction of medical Federal Deduction 70 75 84
expensesand long term care Individual
expenses Income Tax
1.2.030 Deduction of IRA Federal Deduction 74 93 105
contributions (includes Individual
traditional IRAs and Roth Income Tax
IRAS)
1.3.001 Like-kindexchanges Federal Deferral 9 11 12
Individual
Income Tax
1.3.002 Special rules for magazine, Federal Special Rule (m) (m) (m)
paperback book, and record Individual
returns Income Tax
1.3.003 5year carryback for net Federal Special Rule (m) (m) 1
operating losses attributable Individual
to farming Income Tax
1.3.004 Special rules for mining Federal Special Rule (m) (m) (m)
reclamation reserves Individual
Income Tax
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
1.3.005 Cash accounting, other than Federal Special Rule 7 8 8
agriculture Individual
Income Tax
1.3.006 Deferral of gain onnon- Federal Special Rule 9 10 9
dealer installment sales Individual
Income Tax
1.3.007 Completed contract rules Federal Special Rule (m) (m) (m)
Individual
Income Tax
1.3.008 Special treatmentof Federal Deferral 2 2 2
employee stock ownership Individual
plans (ESOPs) (includes Income Tax

deferral of tax on certain
employee stock plans)

1.3.009 Income averaging for farmers Federal Special Rule (m) (m) (m)
and fishermen Individual
Income Tax
Georgialndividual Income Tax Provisions
1.4.001 Personal Exemption State Exemption 952 1,050 1,062
Individual
Income Tax
1.4.002 Retirement Income State Exemption 692 711 752
Individual
Income Tax
1.4.003 Exclusion of federally State Exemption 159 165 172
taxable Social Security Individual
benefits Income Tax
1.4.004 Georgia Higher Education State Exemption 4 4 4
Savings Plan Contributions Individual
Income Tax
1.4.005 Interest on U.S. obligations State Exemption 6 8 10
Individual
Income Tax
1.4.006 Certain military income State Exemption Estimate not available at this time
Individual
Income Tax
1.4.007 Organ donation expenses State Exemption (m) (m) (m)
Individual
Income Tax
1.4.008 Aged 65/Blind deduction State Exemption 6 7 7
Individual
Income Tax
1.4.009 Certain dependent’s unearned State Exemption Estimate not available at this time
income Individual
Income Tax
1.4.010 Premiums for high deductible State Exemption 2 7 12
health plans Individual
Income Tax
1.4.011 Salaries and wages reduced State Exemption Estimate not available at this time
from Federal taxable income Individual
because of the Federal Jobs Income Tax
Tax Credit
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
1.4.012 Individual retirement State Exemption Estimate not available at this time
account, Keogh, SEP and Individual
Sub-S plan withdrawals Income Tax

where tax has been paid to
Georgia because of the
difference between Georgia
and Federal law for tax years
1981 through 1986.

1.4.013 Depreciation because of State Exemption Estimate not available at this time
differences in Georgia and Individual
Federal law during tax years Income Tax
1981 through 1986.

1.4.014 Income from any fund, State Exemption Estimate not available at this time
program or system which is Individual
exemptedby federal law or Income Tax
treaty.

1.4.015 Certain income in which the State Exemption Estimate not available at this time
Sub-S election is not Individual
recognized by Georgia or Income Tax

another state in order to avoid
double taxation.

1.4.016 Adjustment for certain State Exemption Estimate not available at this time
teachersretiredfrom the Individual
Teacher'sRetirement System  Income Tax
of Georgia
1.4.017 Amount claimed by certain State Exemption Estimate not available at this time
employersin food and Individual
beverage establishments Income Tax
1.4.018 Adjustment of certain State Exemption Estimate not available at this time
paymentsto minority Individual
subcontractors Income Tax
1.4.019 Adjustments to federal AGI State Exemption Estimate not available at this time
for certain Georgia resident Individual
partners Income Tax
1.5.001 Standard Deduction State Deduction 172 173 175
Individual
Income Tax
1.6.001 Rural Physician’s Credit State Credit 1 1 1
Individual
Income Tax
1.6.002 Disabled person'shome State Credit (m) (m) (m)
purchase or retrofit credit Individual
Income Tax
1.6.003 Driver Education Credit State Credit 1 1 1
Individual
Income Tax
1.6.004 Disaster Assistance Credit State Credit (m) (m) (m)
Individual
Income Tax
1.6.005 Qualified Caregiving State Credit (m) (m) (m)
Expense Credit Individual
Income Tax
1.6.006 Tax credit for life insurance State Credit 1 1 1
for Georgia National Guard Individual
and Air National Guard Income Tax
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
1.6.007 Child and Dependent Care State Credit 35 36 37
Credit Individual
Income Tax
1.6.008 Adoption of Foster Child State Credit 2 3 3
Credit Individual
Income Tax
1.6.009 Low-Income Credit State Credit 8 8 9
Individual
Income Tax
1.6.010 Credit for taxespaid to State Credit 203 211 220
another state Individual
Income Tax
1.6.012 Employer’s Jobs Tax Credit State Credit 9 10 11
Individual
Income Tax
1.6.013 Quality Jobs Tax Credit State Credit 2 2 2
Individual
Income Tax
1.6.014 New Facilities Jobs Credit State Credit Estimate included in 1.6.012
Individual
Income Tax
1.6.015 New Manufacturing State Credit Estimate not available at this time
Facilities Property Credit Individual
Income Tax
1.6.016 Manufacturer’s Investment State Credit 1 1 1
Tax Credit Individual
Income Tax
1.6.017 Optional Investment Tax State Credit (m) (m) (m)
Credit Individual
Income Tax
1.6.018 Port Activity T ax Credit State Credit 1 1 1
Individual
Income Tax
1.6.019 Alternate Port Activity Tax State Credit Estimate included in 1.6.018
Credit Individual
Income Tax
1.6.020 Film Tax Credit State Credit 94 104 114
Individual
Income Tax
1.6.021 Research T ax Credit State Credit 3 3 2
Individual
Income Tax
1.6.022 Seed-Capital Fund Credit State Credit (m) (m) (m)
Individual
Income Tax
1.6.023 Qualified Health Insurance State Credit (m) (m) (m)
Expense Credit Individual
Income Tax
1.6.025 Qualified Transportation State Credit (m) (m) (m)
Credit Individual
Income Tax
1.6.026 Business Enterprise Vehicle State Credit (m) (m) (m)
Credit Individual
Income Tax
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
1.6.027 Employer’s credit for State Credit 6 4 6
providing or sponsoring child Individual
care for employeesand Income Tax
employer's credit for
purchasing child care
property
1.6.028 Low Income Housing Credit State Credit 61 65 69
Individual
Income Tax
1.6.029 Historic Rehabilitation Credit State Credit 2 2 2
Individual
Income Tax
1.6.030 Diesel Particulate Emission State Credit (m) (m) (m)
Reduction Technology Individual
Equipment Credit Income Tax
1.6.031 Low/Zero Emission Vehicle State Credit 10 14 18
Credit & Electric Vehicle Individual
Charger Credit Income Tax
1.6.032 Land Conservation Credit State Credit 44 50 56
Individual
Income Tax
1.6.033 Clean Energy Property and State Credit 1 2 2
Wood Residuals Credit Individual
Income Tax
1.6.034 Employer’s Credit for Basic State Credit (m) (m) (m)
Skills Education Individual
Income Tax
1.6.035 Employer’s Credit for State Credit 8 9 10
Approved Employee Individual
Retraining Income Tax
1.6.036 Qualified Education Expense State Credit 38 39 39
Credit Individual
Income Tax
1.6.037 Qualified Investor Tax Credit State Credit 0 7 9
Individual
Income Tax
1.6.038 Energy or water efficient State Credit 0 0 0
equipment credit Individual
Income Tax
1.6.039 Tax credit for water State Credit Estimate not available at this time
conservation facilitiesand Individual
qualified water conservation  Income Tax
investment property
1.6.040 Tax credit for shift from State Credit Estimate not available at this time
ground water usage Individual
Income Tax
1.6.041 Tax credit for existing State Credit Estimate included in 1.6.012
business enterprises Individual
undergoing qualified Income Tax
business expansion
Federal Corporate Income Tax Provisions
2.1.001 Exemption from imputed Federal Exclusion (m) (m) (m)
interest rules Corporate
Income Tax
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Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015

2.1.002 Exclusion of interest on state Federal Exclusion (m) (m) (m)
and local government private  Corporate
activity bonds Income Tax

2.1.003 Exclusion of contributions in Federal Exclusion (m) (m) (m)
aid of construction for water Corporate
and sewer utilities Income Tax

2.1.004 Exclusion of earnings of Federal Exclusion (m) (m) (m)
certain environmental Corporate
settlement funds Income Tax

2.1.005 Exclusion of certain Federal Exclusion (m) (m) (m)
agricultural cost-sharing Corporate
payments Income Tax

2.1.006 Exclusion of gain or loss on Federal Exclusion (m) (m) (m)
sale or exchange for Corporate
brownfield property Income Tax

2.1.007 Exclusion of health insurance Federal Exclusion 1 (m) 0
benefits for military retirees Corporate
and retiree dependents Income Tax
enrolled in Medicare

2.1.008 Exclusion of disaster Federal Exclusion (m) (m) (m)
mitigation payments Corporate

Income Tax

2.1.009 Exclusion of interest on Federal Exclusion 1 1 1
public purpose state and local Corporate
government bonds Income Tax

2.1.010 Various foreign provisions Federal Exclusion 129 139 147
including inventory property Corporate
sales source rule exception, Income Tax

interest expense allocation,
deferral of active income of
controlledforeign
corporations, deferral of
active financingincome

2.2.001 Accelerated depreciation Federal Deduction 31 32 34
(MACRS) Corporate
Income Tax
2.2.002 Deduction of expenditureson Federal Deduction (m) (m) (m)
energy-efficient commercial Corporate
building property Income Tax
2.2.003 Deduction of exploration and Federal Deduction (m) (m) (m)
development costs of nonfuel Corporate
minerals Income Tax
2.2.004 Amortization of business Federal Deduction (m) (m) (m)
startup costs Corporate
Income Tax
2.2.005 Expensing of research and Federal Deduction 9 10 11
development costsin lieu of Corporate
the R&D tax credit Income Tax
2.2.006 Expensing of magazine Federal Deduction (m) (m) (m)
circulation expenditures Corporate
Income Tax
2.2.007 Deductions of oil and gas Federal Deduction 0 0 0
exploration and development Corporate
costs Income Tax
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Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
2.2.008 Special treatmentof expenses Federal Deduction 3 3 3
related to timber production Corporate
Income Tax
2.2.009 Deduction of charitable Federal Deduction 12 12 12
contributions (includes Corporate
deductions for health, Income Tax

education, and for purposes
other than health and

education)
2.2.011 Expensingunder IRC section Federal Deduction 1 1 2
179 of depreciable business Corporate
property Income Tax
2.2.012 Amortization of air pollution Federal Deduction 1 1 1
control facilities Corporate
Income Tax
2.2.013 Electionto expense 50 Federal Deduction (m) (m) (m)
percent of qualified property Corporate
used to refine liquid fuels Income Tax
2.2.014 Various agricultural Federal Deduction (m) (m) (m)
expensingprovisions Corporate
Income Tax
2.2.015 Community and regional Federal Deduction (m) (m) (m)
development incentives Corporate
Income Tax
2.2.016 Expensingto remove Federal Deduction (m) (m) (m)
architectural and Corporate
transportationbarriersto the Income Tax
handicapped and elderly
2.2.017 Inventory methods and Federal Deduction 15 15 16
valuation Corporate
Income Tax
2.2.018° Limits on deductible Federal Exemption -3 -3 -3
compensation and Corporate

disallowance of deduction for Income Tax
excess parachute payments

2.3.001 Like-kind exchanges Federal Deferral 10 11 10
Corporate
Income Tax
2.3.002 Special rules for magazine, Federal Special Rule (m) (m) (m)
paperback book, and record Corporate
returns Income Tax
2.3.003 5 year carryback for net Federal Special Rule (m) (m) (m)
operating losses attributable Corporate
to farming Income Tax
2.3.004 Special rules for mining Federal Special Rule (m) (m) (m)
reclamation reserves Corporate
Income Tax
2.3.005 Cash accounting, other than Federal Special Rule (m) (m) (m)
agriculture Corporate
Income Tax
2.3.006 Deferral of gain on non- Federal Special Rule 13 14 14
dealer installment sales Corporate
Income Tax

® Negative values denote a positive taxexpenditure that is estimated to increase state revenues.
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
2.3.007 Completed contract rules Federal Special Rule 2 3 3
Corporate
Income Tax
2.3.008 Special treatmentof Federal Deferral -1 -1 -2
employee stock ownership Corporate
plans (ESOPs) (includes Income Tax
deferral of tax on certain
employee stock plans)
2.3.009 Deferral of capital Federal Deferral (m) (m) (m)
construction costsof shipping ~ Corporate
companies Income Tax
Georgia Corporate Income Tax Provisions
2.4.001 Single Factor Apportionment  Corporate  Apportionment Estimate not available at this time
Income Tax
2.4.002 Throwback Rule Corporate Apportionment Not Applicable
Income Tax
2.4.003 Corporate Receipts Sourcing Corporate Apportionment Estimate not available at this time
Income Tax
2.5.001 Interest on obligations of Corporate Deduction Estimate not available at this time
United States Income Tax
2.5.002 Exception to intangible Corporate Deduction Estimate not available at this time
expensesand related interest  Income Tax
cost
2.6.001 Employer’s Job Tax Credit Corporate Credit 55 59 63
Income Tax
2.6.002 Quality Jobs Tax Credit Corporate Credit 6 7 7
Income Tax
2.6.003 New Facilities Jobs Credit Corporate Credit Estimate included in 2.6.001
Income Tax
2.6.004 New Manufacturing Corporate Credit Estimate not available at this time
Facilities Property Credit Income Tax
2.6.005 Manufacturer’s Investment Corporate Credit 59 59 64
Tax Credit Income Tax
2.6.006 Optional Investment Tax Corporate Credit (m) (m) (m)
Credit Income Tax
2.6.007 Port Activity Tax Credit Corporate Credit 5 5 6
Income Tax
2.6.008 Alternative Port Activity Tax ~ Corporate Credit Estimate included in 2.6.007
Credit Income Tax
2.6.009 Film Tax Credit Corporate Credit 41 45 49
Income Tax
2.6.010 Research Tax Credit Corporate Credit 6 6 5
Income Tax
2.6.011 Seed-Capital Fund Credit Corporate Credit (m) (m) (m)
Income Tax
2.6.012 Qualified Health Insurance Corporate Credit (m) (m) (m)
Expense Credit Income Tax
2.6.014 Qualified Transportation Corporate Credit (m) (m) (m)
Credit Income Tax
2.6.015 Business Enterprise Vehicle Corporate Credit (m) (m) (m)
Credit Income Tax
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Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
2.6.016 Employer’s Credit for Corporate Credit 5 7 6
providing or sponsoringchild  Income Tax
care for employeesand
employer’s credit for
purchasing child care
property
2.6.017 Low Income Housing Credit Corporate Credit 26 28 30
Income Tax
2.6.018 Historic Rehabilitation Credit Corporate Credit 0 0 0
Income Tax
2.6.019 Diesel Particulate Emission Corporate Credit (m) (m) (m)
Reduction Technology Income Tax
Equipment Credit
2.6.020 Zero and Low Emission Corporate Credit 0 0 0
Vehicle Credit; Electric Income Tax
Vehicle Charger Credit
2.6.021 Land Conservation Credit Corporate Credit 2 3 3
Income Tax
2.6.022 Clean Energy Property & Corporate Credit 1 1 1
Wood Residuals Credit Income Tax
2.6.023 Employer’s Credit for Basic Corporate Credit (m) (m) (m)
Skills Education Income Tax
2.6.024 Employer’s Credit for Corporate Credit 21 23 26
Approved Employee Income Tax
Retraining
2.6.025 Qualified Education Expense Corporate Credit 14 14 15
Credit Income Tax
2.6.026 Qualified Investor's T ax Corporate Credit 0 0 0
Credit Income Tax
2.6.027 Energy or Water Efficient Corporate Credit 0 0 0
Equipment Credit Income Tax
2.6.028 Tax credit for water Corporate Credit Estimate not available at this time
conservation facilitiesand Income Tax
qualified water conservation
investment property
2.6.029 Tax credit for shift from Corporate Credit Estimate not available at this time
ground-water usage Income Tax
2.6.030 Tax credit for existing Corporate Credit Estimate included in 2.6.001
business enterprises Income Tax
undergoing qualified
business expansion
Net Worth Tax
3.001 Exemption for nonprofit Net Worth Exemption Estimate not available at this time
corporations Tax
3.002 Exemptionsfrom the Net Net Worth Exemption Estimate not available at this time
Worth Tax Tax
Sales andUse Tax
4.00100 Sales to Federal Government, Sales and Exemption Estimate not available at this time
State of Georgia ora county Use Tax

or municipality in Georgia or
any agency of such
governments
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Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
4.00200 Tangible personal property Sales and Exemption Estimate not available at this time
furnished by the Federal Use Tax

Government or any county or
municipality used by a
contractor in the installation,
repair, or extension of any
public water, gas, or sewer

system.
4.00300 Federal retailer’s excise tax if Sales and Exemption Estimate not available at this time
separately itemizedto the Use Tax

consumer and Georgia motor
fuel tax imposed on the sale

of motor fuel
4.00400 Sales of transportation Sales and Exemption 7 7 7
furnished by a county or Use Tax

municipal public transit
system or public transit
authorities

4.00500 Sales of transportation Sales and Exemption Estimate Combined With 4.00400
furnished by an approvedand Use Tax
authorizedurban transit

system

4.00600 Sales to any Hospital Sales and Exemption Estimate Combined with 4.00700
Authority created by Georgia Use Tax
law

4.00610 Sales to any Housing Sales and Exemption 2 2 2
Authority created by Georgia Use Tax
law

4.00620 Sales to local government Sales and Exemption (m) (m) (m)
authoritiescreated on or after Use Tax

January 1, 1980 for the
principal purpose of
constructing, owning, or
operatinga coliseum and
related facilities

4.00630 Sales to any agricultural Sales and Exemption (m) (m) (m)
commission createdby the Use Tax
Department of Agriculture

4.00700 Sales of tangible personal Sales and Exemption 85 87 90
property andservicesto an Use Tax

approved nursing home,
inpatient hospice, general
hospital or mental hospital
when used specifically in the
treatment function.

4.00710 Sales of tangible personal Sales and Exemption 2 2 2
property andservicesto a Use Tax
nonprofit organization whose
primary function isto
provide services to persons
with intellectual disabilities.

4.00720 Sales to Georgia Society of Sales and Exemption (m) (m) (m)
the Daughters of the Use Tax
American Revolution
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Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
4.00800 Sales of tangible personal Sales and Exemption 33 34 36
property andservicesto the Use Tax

University System of Georgia
and itseducational units.

4.00900 Sale of tangible personal Sales and Exemption Estimate not available at this time
property and services used Use Tax
exclusively in the educational
function of an approved
private college or university
locatedin Georgia in which
the creditsare accepted by
the University System of

Georgia.
4.01000 Sales of tangible personal Sales and Exemption 2 2 2
property and services used Use Tax

exclusively in the educational
function of an approved
private elementary or

secondary school
4.01100 Sale of tangible personal Sales and Exemption Estimate not available at this time
property or servicesto, and Use Tax

the purchase of tangible
personal property or services
by, any educational or
cultural institute

4.01200 School lunches sold and Sales and Exemption 8 8 7
served to pupils and Use Tax
employees of public schools

4.01300 School lunches sold and Sales and Exemption 1 1 1
served to pupils and Use Tax

employeesof approved
private schools

4.01400 Sales of art and other artifacts Sales and Exemption 1 1 1
for display or exhibition to Use Tax
museums

4.01500 Specific fundraising sales by Sales and Exemption (m) (m) (m)
any religious institution Use Tax

lasting no more than 30 days
in acalendar year and sales
of religious paper when the
paper is owned and operated
by thereligious institution

4.01510 Sales of pipe organs or Sales and Exemption (m) (m) (m)
steeple bells to any church Use Tax
qualifying as a nonprofit

4.01600 Thesale or use of Holy Sales and Exemption Estimate not available at this time
Bibles; testaments, and Use Tax

similar books commonly
recognized as being Holy
Scripture regardless of by or

towhom sold
4.01700 Sales of fuel or consumable Sales and Exemption 30 30 30
supplies used by ships Use Tax

engaged in inter-coastal or
foreign commerce
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Expenditure Summary

Tax

Type of

Expenditure

State FY State FY State FY
2013 2014 2015

4.01800

Charges for transportation of
tangible personal property
made in connection with
interstate or intrastate
transportation

Sales and
Use Tax

Exemption

Estimate not available at this time

4.01900

All tangible personal
property purchased outside
thisstate by a nonresident
when the property is brought
into Georgia upon the
nonresident becominga
resident

Sales and
Use Tax

Exemption

Estimate not available at this time

4.02000

Water delivered through
water mains, lines, or pipes

Sales and
Use Tax

Exemption

See expenditure estimate for Residential
Utilities (4.5009)

4.02100

Sales, transfersor exchanges
of tangible personal property
resulting from business
reorganization when the
owners, partners, or
stockholders maintain the
same proportionate interest or
share in the newly formed
business

Sales and
Use Tax

Exemption

Estimate not available at this time

4.02200

Professional, insurance or
personal service transactions
which involve sales as
inconsequential elements for
which no separate charge is
made

Sales and
Use Tax

Exemption

See expenditure estimates for services
(4.50003, 4.50010, 4.50011)

4.02300

Repair services when a
separate charge is made to
the customer

Sales and
Use Tax

Exemption

See expenditure estimates for Services
(4.50003, 4.50010, 4.50011)

4.02400

Rental of videotape or film to
persons charging admission
to view the tape or film

Sales and
Use Tax

Exemption

Estimate not available at this time

4.02500

Sale of seed, fertilizer,
fungicide, and certain other
agricultural chemicalsto
farmers, and feed for
livestock, fish, or poultry
purchased by persons
engaged in animal husbandry
(expiredJanuary 1,2013)

Sales and
Use Tax

Exemption

80 0 0

4.02600

Sale of machinery used
exclusively forirrigation of
cropsto personsprimarily
engaged in producing farm
cropsfor sale (expired
January 1,2013)

Sales and
Use Tax

Exemption

(m) 0 0

4.02700

Sales of sugar for use as food
to honey bee producers
(expiredJanuary 1,2013)

Sales and
Use Tax

Exemption

(m) 0 0

4.02800

Sale of cattle, hogs, sheep,
horses, poultry, or bees when
sold for breeding purposes
(expiredJanuary 1,2013)

Sales and
Use Tax

Exemption

(m) 0 0
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Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
4.02900 Sale of certain types of Sales and Exemption 11 0 0
agricultural machinery Use Tax
(expiredJanuary 1,2013)
4.02910 Off-road equipment and Sales and Exemption 6 0 0
relatedattachments used Use Tax

exclusively in site
preparation, planting,
cultivating, or harvesting of
timber by personsprimarily
engaged in growing or
harvestingtimber (expired
January 1,2013)

4.03000 Vehicles purchased by Sales and Exemption (m) (m) (m)
service-connected disabled Use Tax
veteranswhen the U.S. Dept.
of Veterans Affairs supplies a
grant to purchase the
specially adapted vehicle

4.03100 Sale of tangible personal Sales and Exemption Estimate not available at this time
property manufactured or Use Tax
assembled in Georgia for
export when delivery is taken
outside of Georgia

4.03200 Aircraft, watercraft, motor Sales and Exemption Estimate not available at this time
vehicles, and other Use Tax
transportation equipment
manufactured or assembled
in this State for exclusive use
outside Georgia

4.03300 Common or common and Sales and Exemption Estimate not available at this time
contract carriers Use Tax

4.03310 Partial sales tax exemption Sales and Exemption 21 22 22
for jet fuel sold to or used by Use Tax

a qualifying airlineat a
qualifying airport

4.03400 Certain machinery used in Sales and Exemption 84 0 0
the manufacturing of tangible Use Tax
personal property (expired
January 1,2013)

4.03410 Machinery and equipment Sales and Exemption Estimate not available at this time
used to handle, move, or Use Tax
store tangible personal
property in certain
distribution facilities

4.03420 Machinery and equipment Sales and Exemption (m) (m) (m)
used directly to Use Tax
remanufacture certain aircraft
engines or aircraft engine
parts

4.03430 The sale or use of repair or Sales and Exemption Estimate not available at this time
replacement parts, machinery Use Tax
clothing, molds, dies, waxes
ortoolingfor machinery
(expiredJanuary 1,2013)
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Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
4.03500 Certain materialsused in Sales and Exemption Estimate not available at this time
industrial packaging (expired Use Tax
January 1,2013)
4.03600 Machinery and equipment Sales and Exemption Estimate not available at this time
used in a facility for the Use Tax
primary purpose of reducing
or eliminatingair and water
pollution
4.03610 Machinery and equipment Sales and Exemption Estimate not available at this time
used for water conservation Use Tax
and incorporatedinto a
qualified water conservation
facility.
4.03700 Machinery and equipment Sales and Exemption Estimate not available at this time
used in combatingair and Use Tax
water pollution andany
industrial material used in a
burning or recycling process
(expiredJanuary 1,2013)
4.03800 Sale of tangible personal Sales and Exemption (m) (m) (m)
property andfeesand charges Use Tax
for services by the Rock
Eagle 4-H center
4.03900 Certain sales by a public or Sales and Exemption 3 3 3
private school of tangible Use Tax
personal property,
concessions, and tickets for
admission to school functions
4.03910 Cargo containersand related Sales and Exemption Estimate not available at this time
chassis used for storage or Use Tax
shipping by personsengaged
in international shipment of
tangible personal property
4.04000 Sale of major componentsor Sales and Exemption 36 27 29
repair partsinstalled in Use Tax
military aircraft, vehicles, or
missiles
4.04100 Sale of tangible personal Sales and Exemption 1 1 1
property andservicesto a Use Tax
nonprofit child-caring
institution, child-placing
agency, or maternity home
4.04200 Use or lease of tangible Sales and Exemption Estimate not available at this time
personal property when the Use Tax
lessor and lessee are under
100 percent common
ownership and where the
person who furnishes, leases,
or rentsthe property has paid
sales or use tax onthe
property
4.04300 Revenues from coin-operated Sales and Exemption 2 2 3
amusement machines for Use Tax

which individual permitsare
required
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Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
4.04400 Sale of motor vehiclesto Sales and Exemption Estimate not available at this time
nonresident purchaserswhen Use Tax

vehicles are immediately
removed from Georgia and
titledin another state.

4.04500 Thesale or use of paper stock Sales and Exemption Estimate not available at this time
when used to print catalogs Use Tax
for distribution outside
Georgia.

4.04600 Sale of tangible personal Sales and Exemption 1 1 1
property or taxable services Use Tax
to nonprofit blood banks

4.04700 Sale of drugs dispensed by Sales and Exemption 398 410 422
prescription, prescription Use Tax

glasses, contact lenses,
contact lenssamplesand
sales or use of certain
controlled substances or
dangerous drugs

4.04800 Sale of crab bait to licensed Sales and Exemption (m) (m) (m)
commercial fishermen Use Tax

4.04900 Liquefied gases and other Sales and Exemption 2 0 0
fuels used in poultry or pullet Use Tax

houses or structures (expired
January 1,2013)

4.05000 Sales of insulin syringes and Sales and Exemption 12 13 14
blood glucose level Use Tax
measuring strips dispensed
without a prescription

4.05100 Sale of oxygen when Sales and Exemption 1 1 1
prescribed by a licensed Use Tax
physician

4.05200 Sale oruse of hearing aids Sales and Exemption 4 4 4

Use Tax

4.05300 Transactions where food Sales and Exemption 134 134 134
stampsor WIC couponsare Use Tax
used as the method of
payment

4.05400 Sale oruse of any durable Sales and Exemption 32 33 34
medical equipment or Use Tax
prosthetic device prescribed
by a physician

4.05500 Sale of Georgia lottery Sales and Exemption 145 153 164
tickets Use Tax

4.05600 Sale by any qualified Sales and Exemption (m) (m) (m)
nonprofit parentteacher Use Tax
organization

4.05700 Food purchased for oft- Sales and Exemption 438 452 470
premises consumption Use Tax

4.05900 Sale of eligible foodand Sales and Exemption 1 1 1
beverages by any Girl or Boy Use Tax
Scout council

4.06000 Sale of certain machinery and Sales and Exemption Estimate not available at this time
equipment used to improve Use Tax

air quality in a clean room of
Class 100,000 or less
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Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
4.06100 Advertising insertsthat are Sales and Exemption Estimate not available at this time
used in newspapers for resale Use Tax
4.06200 Sod grass sold in the original Sales and Exemption 4 4 4
state of production by the sod Use Tax

producer, employee of the
producer, or family member
of the producer

4.06300 Funeral merchandise when Sales and Exemption (m) (m) (m)
paid with funds from the Use Tax
Georgia Crime Victims'
Emergency fund

4.06400 Sale of electricity or fuels Sales and Exemption 15 0 0
used exclusively for the Use Tax

operation of an irrigation
system on a farm for crop
irrigation (expiredJanuary 1,

2013)
4.06500 Sale of dyed diesel fuel used Sales and Exemption (m) (m) (m)
exclusively for operations of Use Tax

vessels or boats by licensed
commercial fishermen

4.06600 Sale of gold, silver, or Sales and Exemption Estimate not available at this time
platinum bullion Use Tax

4.06700 Sale of coins or currency Sales and Exemption Estimate not avallable at this time
Use Tax

4.06800 Sale of certain computer Sales and Exemption Estimate not available at this time
equipment when the total Use Tax

qualifying purchases by a
high technology company
exceed $15 million

4.06900 Sales of machinery and Sales and Exemption Estimate not available at this time
equipment and material Use Tax
incorporatedandused in a
clean room of Class 100 or

less

4.07000 Sale of natural gas used Sales and Exemption 76 87 102
directly in the manufacture of Use Tax
electricity

4.07100 Sale to or by an organization Sales and Exemption (m) (m) (m)
whose primary purpose is to Use Tax

raise funds for books,
materials, and programs for
public libraries

4.07200 Sale of wheelchairs and Sales and Exemption (m) (m) (m)
attachments for wheelchairs Use Tax
when sold to permanently
disabled individuals

4.07300 Sale of certain production Sales and Exemption 6 0 0
equipment to film producers Use Tax
and film production
companies (expired January

1,2013)

4.07500 Sales tax holiday for back to Sales and Exemption 39 41 0
school items (expired August Use Tax
10,2013)
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
4.07700 Liquefied gases and other Sales and Exemption (m) 0 0

fuels used in structureswhere Use Tax
plants, floral products,

seedlings, and nursery stock

are grown for sale (expired

January 1,2013)

4.07900 Ice used to chill poultry or Sales and Exemption Estimate not available at this time
vegetables during processing Use Tax
or shipment (expired January
1,2013)

4.08100 The purchase of food and Sales and Exemption 4 4 4
nonalcoholic beverages Use Tax

provided at no charge aboard
a qualified airline

4.08200 Sales tax holiday for water Sales and Exemption (m) (m) 0
and energy efficient Use Tax
purchases (expired October
6,2013)

4.08300 Sale of biomass materials Sales and Exemption (m) (m) (m)
used to produce electricity or Use Tax

steam or used to produce
electricity or steam intended

for sale
4.08600 Sales of engines, parts, Sales and Exemption 7 7 7
equipment and other tangible Use Tax

personal property usedin the
maintenance or repair of
certain aircraft (expires

6/30/2015)
4.08800 Sale of tangible personal Sales and Exemption (m) (m) (m)
property usedin the Use Tax

construction of a qualified
civil rightsmuseum (expires

7/30/2015)
4.09000 Thesale of electricity toa Sales and Exemption Estimate not available at this time
manufacturer located in this Use Tax

state used directly in the
manufacture of a product
(expiredJanuary 1,2013)

4.09100 The sale of prewritten Sales and Exemption Estimate not available at this time
software which has been Use Tax
delivered to the purchaser
electronically or by means of
load and leave.

4.09200 Sale to an organization Sales and Exemption Estimate not available at this time
defined by the Internal Use Tax
Revenue Service as an
instrumentality of the states
relatingto the holdingof an
annual meetingin thisstate
for the period commencing
July 1,2012, andending on
December 31,2013
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
4.09300 Sale of tangible personal Sales and Exemption Estimate not available at this time
property usedfor and in the Use Tax

construction of acompetitive
project of regional
significance, for the period
commencingJanuary 1,
2012, until June 30, 2014.

4.09400 Thesale, use, consumption, Sales and Exemption Estimate not available at this time
or storage of materials, Use Tax
containers, labels, sacks, or
bags used for packaging
tangible personal property for
shipment or sale

432 Exemptionsfor energy, Sales and Exemption 2,853 2,969 3,090
machinery or equipment, Use Tax
industrial material, and
consumable supplies used in
manufacturing

433 Sale and use by a qualified Sales and Exemption 127 131 135
agriculture producer of Use Tax
agricultural production
inputs, energy used in
agriculture, and agricultural
machinery and equipment

4.50000 Admissions and Amusements Sales and Exemption 99 102 105
Use Tax for
Services
4.50001 Agricultural Services Sales and Exemption 103 106 110
Use Tax for
Services
450002 Automotive Services Sales and Exemption 81 83 87
Use Tax for
Services
4.50003 Business Services Sales and Exemption 480 494 511
Use Tax for
Services
450004 Computer and Online Sales and Exemption 197 203 210
Services Use Tax for
Services
4.50005 Construction Labor Sales and Exemption 1,503 1,548 1,602
Use Tax for
Services
4.50006 Fabrication, Installation, and Sales and Exemption 162 167 173
Repair Services Use Tax for
Services
4.50007 Finance, Insurance, and Real Sales and Exemption 346 356 368
Estate Use Tax for
Services
4.50008 Industrial and Mining Sales and Exemption 7 7 7
Services Use Tax for
Services
4.50009 Residential Utility Service Sales and Exemption 97 100 104
Use Tax for
Services
4.50010 Personal Services Sales and Exemption 149 154 159
Use Tax for
Services
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
450011 Professional Services Sales and Exemption 1,187 1,222 1,265
Use Tax for
Services
450012 Storage Sales and Exemption 45 46 48
Use Tax for
Services
450013 Transportation Services Sales and Exemption (m) (m) (m)
Use Tax for
Services
4.70000 Compensation of dealers for Sales and Exemption 52 45 47
reportingand paying tax Use Tax
4.90000 Sales tax exemption for Sales and Exemption 125 2 2
casual sales Use Tax
Insurance Premium Tax
5.00100 Deduction of retaliatory taxes Insurance Deduction (m) (m) (m)
paid to other states Premium
Tax
5.00200 Insurance premium tax Insurance Credit 99 109 120
credits Premium
Tax
5.00300 Exemption for premiums of Insurance Exemption 1 1 (m)
high deductible health plans Premium
Tax
5.00400 Exemption for insurance Insurance Exemption (m) (m) (m)
companiesthat only insure Premium
places of worship Tax
5.00500 Insurance abatements Insurance Rate Reduction 130 133 136
Premium
Tax
5.00600 Special deductions for life Insurance Deduction 126 129 132
insurance companies Premium
Tax
Motor Fuel Tax
6.00100 Motor fuel tax refunds for Motor Fuel Exemption Estimate not avallable at this time
agricultural purposes Tax
6.00200 Sale of fuel to mass transit Motor Fuel Exemption 2 2 2
vehicles Tax
6.00300 Sale of fuel to campus Motor Fuel Exemption Estimate included in 6.00200
transportationvehicles Tax
6.00400 Motor fuel tax exemption for ~ Motor Fuel Exemption X X X
aviation fuel Tax
6.00500 Motor fuel tax vendor Motor Fuel Exemption Estimate not available at this time
compensation Tax
6.00600 Motor fuel tax exemption for ~ Motor Fuel Exemption 5 5 5
public school buses Tax
Alcoholic Beverage Tax
7.00100 Sales to personsoutside the Alcoholic Exemption Estimate not available at this time
state for resale or Beverage
consumption outside the state Tax
7.00200 Sales to storesor canteensin Alcoholic Exemption Estimate not available at this time
U.S. military reservations Beverage
Tax
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015
7.00300 200 gallons annually of Alcoholic Exemption (m) (m) 1
home-brew per household Beverage
Tax
7.00400 Sales to anduse by religious Alcoholic Exemption (m) (m) (m)
organizations for sacramental Beverage
purposes Tax
7.00500 Exemption for ethyl alcohol Alcoholic Exemption (m) (m) (m)
used for certain purposes Beverage
Tax
7.00600 Malt beverages containing Alcoholic Exemption (m) (m) (m)
less than one-half of 1 Beverage
percent alcohol by volume Tax
Cigar and Cigarette Excise Tax
8.00100 Exemption for purchases for Cigar and Exemption (m) (m) (m)
use exclusively by patientsat Cigarette
the Georgia War Veterans Excise Tax
Home and the Georgia War
Veterans Nursing Home
8.00200 De minimis amount brought Cigar and Exemption Estimate not available at this time
into the state by one person Cigarette
Excise Tax
8.00300 Cigars and cigarettesstored Cigar and Exemption Estimate not available at this time
in a public warehouse Cigarette
Excise Tax
8.00400 Certain cigars and cigarettes Cigar and Exemption Estimate not available at this time
held by licensed dealers Cigarette
Excise Tax
Financial Institutions Business License Tax
9.00100 Deduction for interest paid Financial Deduction 2 2 2
Institutions
Business
License Tax
9.00200 Deductions for income from Financial Deduction Estimate not available at this time
authorizedactivitiesofa Institutions
domestic international Business
banking facility License Tax
9.00300 Deduction for income from Financial Deduction Estimate not available at this time
banking business with Institutions
personsor entitiesoutside the Business
u.S License Tax
State Grant for ForestLand Conservation
10.00000 Special assessment of forest State Grant Credit 18 23 26
land conservation use
property
Alternative Ad ValoremTax on Motor Vehicles
11.001 Reduced rate for related Title Fee Rate Reduction (m) 1 1
family transfers
11.002 Disabled veteran exemption Title Fee Exemption (m) (m) (m)
11.003 Reduced rate for rental Title Fee Rate Reduction 14 54 58

vehicles
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Summary of State Tax Expenditures

Expenditure Summary Tax Type of State FY State FY State FY
Expenditure 2013 2014 2015

11.004 Reduced rate for vehicles Title Fee Rate Reduction 0 0 0
manufactured in years 1963
through 1985

11.005 Reduced rate for salvage Title Fee Rate Reduction 6 23 24
vehicles

11.006 Dealer loaner vehicle Title Fee Exemption 1 (m) (m)
exemption

11.007 Reduced rate for donated Title Fee Rate Reduction (m) (m) (m)
vehicles

11.008 Extended payment period for Title Fee Exemption 3 0 0
out-of-state vehicles

11.009 Trade-in exemption Title Fee Exemption 48 173 185
(including rebates and cash
discounts)

11.010 Special assessment for used Title Fee Exemption 6 20 21
vehicles

11.011 Special assessment for new Title Fee Exemption -10 -38 -39

vehicles
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1. Personal Income Tax

The personal income tax was first levied in Georgia in 1929 at a rate equal to one third the
federal rate of income taxation. The current rate structure which includes 6 brackets, ranging
from 1 percent to 6 percent, has remained unchanged since 1955 when the 7 percent rate on
taxable incomes over $20,000 was eliminated. The threshold for each bracket depends on the
filing status of the taxpayer, i.e. single or head of household, married filing separate or joint. The
individual income tax collections equaled $8.1 billion in FY2012 and accounted for 50 percent
of Georgia’s revenues from taxation. In CY2012, 4.6 million individual returns were filed with
the state. While predominately paid by individuals, a significant number of business activities
are organized so that income associated with these enterprises is reported through the individual
income tax. All revenue collected from the individual income tax is deposited in the state
general fund.

The initial base of the Georgia individual income tax is the taxpayer’s federal adjusted gross
income (AGI). Several adjustments are made to this starting point to arrive at the version of
adjusted gross income adopted by Georgia. After computing the Georgia version of AGI,
taxpayers deduct an amount representing either the value of their Georgia itemized deductions or
the Georgia standard deduction. In addition, for tax year 2012 and before, filers are allowed a
personal exemption of $5,400 for joint filers and $2,700 for other filers and $3,000 for each
dependent. For tax years after 2012, the personal exemption for joint filers will be $7,400 and
will be $3,700 for married taxpayers filing a separate return.

The tax expenditure report includes the expenditures associated with both state and federal tax
provisions. Because the Georgia individual income tax is based on the federal system,
expenditures that are present at the federal level have revenue implications atthe state level. For
example, changes to itemized deductions by the federal government have repercussions on
Georgia state tax revenues. The value of the expenditure as it relates to state taxes paid by those
filing a Georgia return is presented in the section below on federal tax expenditures. In some
cases, Georgia might not adopt a federal deduction. In that case, the expenditure is not listed
because there is no loss of revenue to the state. In general, the value of the federal tax
expenditure to the state of Georgia is determined by allocating a portion of the federal tax base
associated with the expenditure estimate as estimated by the Joint Committee on Taxation for the
U.S. Congress. The data and estimate reliability for the conformity provisions are considered
class A. In some cases though, the value of the Georgia estimates are highly sensitive to the
assumptions made concerning the appropriate tax rate for a given expenditure provision and the
allocation factor that is used to determine the amount of federal activity associated with Georgia.
The estimates associated with the federal conformity provisions are based on current law as it
existed in November 2013. Therefore, any changes to provisions that may occur because of
federal legislative action that occurred after that period are not reflected in the estimates.
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The explanations of the federal conformity provisions are taken from Tax Expenditures:
Compendium of Background Material in Individual Provisions, published by the Committee on
the Budget, United States Senate and prepared by the Congressional Research Service,
December 2012.
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1.1 Federal Exclusions

1.1.001 Exclusion of employee meals and lodging

Federal Statute IRC section 119 and 132(e)(2)

Description: Employees are allowed to exclude the fair market value of meals and lodging
furnished by employers if provided on the employer's premises for the
convenience of the employer.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 11 13 14

(m) Denotes a value of less than $1 Million

1.1.002 Exclusion of housing allowances for ministers
Federal Statute IRC Section 107 and 265
Description: In general, this provision allows ministers to deduct certain housing related
expenditures from their gross income.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 5 5 6

(m) Denotes a value of less than $1 Million

1.1.003 Exclusion of employer-provided child care

Federal Statute IRC Section 129

Description: Payments by an employer, under a dependent care assistance program, for
qualified dependent care assistance provided to an employee are excluded
from the employee's income.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 11 12 12

(m) Denotes a value of less than $1 Million

1.1.004 Exclusion of employee awards
Federal Statute IRC Section 74(c) and 274(j)
Description: This provision provides an exclusion for certain awards of tangible personal
property given to employees for length of service or for safety
achievement.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 2 2 2

(m) Denotes a value of less than $1 Million

1.1.005 Exclusion of employer contributions and earnings to pension plans includes keoghs, defined
benefit and defined contribution plans
Federal Statute |RC Sections 401-407, 410-418E, and 457
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1.1.006

Description: Employer contributions to qualified pension, profit-sharing, stock-bonus, and
annuity plans on behalf of an employee are not taxable to the employee.
Furthermore, the employee is generally not taxed on the benefits when they
are distributed.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 700 735 806

(m) Denotes a value of less than $1 Million

Exclusion of employer contributions for health care, health insurance premiums and long-

1.1.007

term care insurance premiums
Federal Statute IRC Sections 105,106, and 125
Description: Employees are allowed to exclude contributions by their employers for health
care coverage for themselves and their dependents.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 876 960 1031

(m) Denotes a value of less than $1 Million

Exclusion of employer paid accident and disability premiums

1.1.008

Federal Statute IRC Sections 105 and 106
Description: Premiums paid by employers for employee accident and disability insurance
plans are excluded from the taxable income of employees.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 25 26 27

(m) Denotes a value of less than $1 Million

Exclusion of employer contributions for premiums on group long term life insurance

1.1.009

Federal Statute IRC Section 79
Description: Premiums paid by the employer for qualified group-term life insurance plans
for the employee are excluded from employee's taxable income.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 20 22 23

(m) Denotes a value of less than $1 Million

Exclusion of employer-paid transportation benefits and employer-provided transit and

vanpool benefits

Federal Statute IRC Section 132(f)

Description: Employer provided qualified transportation benefits are excluded from
employee taxable income.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 28 31 33

(m) Denotes a value of less than $1 Million
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1.1.010

Exclusion of benefits provided through cafeteria plans

1.1.011

Federal Statute IRC Section 125
Description: Qualified benefits offered through an employer's cafeteria plan are not
included as taxable income to the employee.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 182 209 227

(m) Denotes a value of less than $1 Million

Exclusion of employer provided adoption assistance

1.1.012

Federal Statute IRC Section 137
Description: Benefits received from a qualified employer-sponsored adoption assistance
program are excludable from taxable income for the employee.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 1 1 2

(m) Denotes a value of less than $1 Million

Exclusion of employer provided education benefits (including education assistance and

1.1.013

tuition reduction benefits)
Federal Statute IRC Section 117(d) and Section 127
Description: Tuition reductions for employees of educational institutions may be excluded
from taxable income. In addition, an employee may exclude amounts paid by
the employer for qualified educational assistance programs.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 8 8 8

(m) Denotes a value of less than $1 Million

Exclusion of miscellaneous fringe benefits

1.1.014

Federal Statute IRC Section 132 and 117(D)

Description: Certain miscellaneous fringe benefits provided by employers, including
services provided at no additional costs, employee discounts, working
condition fringes, de minimis fringes and certain tuition reductions, can be
excluded from the employee's taxable income.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 43 44 45

(m) Denotes a value of less than $1 Million

Exclusion of foreign earned income (including housing and salary)

Federal Statute IRC Section 911

Description: U.S. taxpayers who live and work abroad are allowed a capped exclusion of
their wage and salary income. In addition, qualified individuals can also
exclude certain excess foreign housing costs. This provision does not apply
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to federal employees working abroad.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 32 34 38

(m) Denotes a value of less than $1 Million

1.1.015 Exclusion of certain allowances for federal employees abroad

Federal Statute IRC Section 912

Description: U.S. federal civilian employees who work abroad are allowed to exclude
from taxable income certain special allowances they receive that are generally
linked to the cost of living.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 10 11 11
(m) Denotes a value of less than $1 Million
1.1.016 Exclusion of benefits and allowances to armed forces personnel (includes expenditure for
military disability benefits)

Federal Statute IRC Section 112, 134, 104(a)(4) or (5) and 104(b)

Description: Military personnel are provided with a variety of in-kind benefits (or cash
payments in lieu of such benefits) that are not taxed. In addition, certain
members of the armed forces are eligible for tax exclusion of disability pay.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 50 55 59
(m) Denotes a value of less than $1 Million
1.1.017 Medical care and Tricare Medical Insurance for military dependents and retirees

Federal Statute IRC Section 134

Description: Military personnel are provided with a variety of in-kind benefits (or cash
payments in lieu of such benefits) that are not taxed. In addition, certain
members of the armed forces are eligible for tax exclusion of disability pay.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 29 29 30
(m) Denotes a value of less than $1 Million
1.1.018 Exclusion of veterans’ benefits (includes veteran's disability compensation, pensions, and

readjustment benefits)

Federal Statute 38 U.S.C. Section 5301

Description: All benefits administered by the U.S. Department of Veteran's Affairs are
exempt from income.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 47 50 51

(m) Denotes a value of less than $1 Million
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1.1.019 Exclusion of income attributable to the discharge of certain student loan debt and NHSC
and certain state educational loan repayments
Federal Statute IRC Section 108(f)
Description: This section provides that in certain instances, student loan cancellation and
student loan repayment assistance may be excluded from gross income.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 1 1 1

(m) Denotes a value of less than $1 Million

1.1.020 Exclusion of workers' compensation benefits (includes disability and survivor benefits and
medical benefits, and exclusion of damages on account of personal physical injuries or
physical sickness)

Federal Statute IRC Section 104(a)(1)-(5)

Description: Employees are not taxed on the value of insurance contributions for workers
compensation medical benefits made on their behalf by employers, or on the
medical benefits or reimbursements they actually receive. Workers'
compensation benefits to employees in cases of work-related injury and to
survivors in cases of work-related death are not taxable. Damages paid,
through either a court award or a settlement, to compensate for physical
injury or sickness are not included in income of the recipient.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 64 64 65

(m) Denotes a value of less than $1 Million

1.1.021 Exclusion of special benefits for disabled coal miners

Federal Statute IRC Section 104(a)(1)

Description: Cash and medical benefits to coal mine workers or their survivors for total
disability or death resulting from coal workers' pneumoconiosis (black lung
disease) paid under the Black Lung Benefits Act generally are not taxable.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

1.1.022 Exclusion of untaxed Social Security and railroad retirement benefits
Federal Statute |RC Section 86
Description: In general, Social Security and railroad retirement benefits are not subject to
tax.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 192 201 209

(m) Denotes a value of less than $1 Million
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1.1.023

Exclusion of Medicare benefits

1.1.024

Federal Statute Rev. Rul. 70-341, IRC Section 139A, Section 112 and 134
Description: The employer's share of the payroll tax is excluded from an employee's
taxable income. Transfers from the general fund of the U.S Treasury to pay
for the cost of covered services are excluded from the taxable income of
enrollees. Transfers from the general fund of the U.S. Treasury and state
governments to pay for the cost of the drug benefit not covered by
premiums are excluded from the taxable income of enrollees. Employers who
choose to receive subsidy payments are allowed to exclude them from their
taxable income.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 346 353 367

(m) Denotes a value of less than $1 Million

Exclusion of certain foster care payments

1.1.025

Federal Statute IRC Section 131
Description: Qualified payments are excluded from the foster care provider's gross
income.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 2 2 2

(m) Denotes a value of less than $1 Million

Exclusion of cash public assistance benefits

1.1.026

Federal Statute IRC Section 61
Description: Cash benefits provided on a needs basis by the Federal Government are not
included in taxable income.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 36 38 39

(m) Denotes a value of less than $1 Million

Exclusion of scholarship and fellowship income

Federal Statute IRC Section 117

Description: Scholarships and fellowships can be excluded from the gross income of
students and their families provided: (1) the students are pursuing degrees
and (2) the amounts are used for tuition and fees required for enrollment or
for books, supplies, and equipment required for courses at a qualified
institution. Amounts used for room, board and incidental expenses are not
excluded from gross income.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 14 15 15

(m) Denotes a value of less than $1 Million
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1.1.027 Exclusion of earnings of Coverdell education savings accounts and interest on educational
savings bonds
Federal Statute IRC Section 530
Description: Contributions to a Coverdell Education Savings Account are not deductible
but the earnings grow on a tax deferred basis.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) 1 1

(m) Denotes a value of less than $1 Million

1.1.028 Exclusion of earnings of qualified tuition programs (including prepaid tuition programs and
savings account programs)
Federal Statute IRC Section 529
Description: Contributions to qualified tuition programs are not deductible at the federal
level but earnings accumulate on a tax-deferred basis.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 5 6 7

(m) Denotes a value of less than $1 Million

1.1.029 Exclusion for certain agricultural cost-sharing payments
Federal Statute IRC Section 126
Description: Grants made for the purpose of conserving soil and water resources or
protecting the environment are excluded from the recipient's taxable income.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

1.1.030 Exclusion of discharge of indebtedness for certain farmers

Federal Statute Sections 108 and 1070(b)(4)

Description: The provision allows farmers who are solvent to treat the income arising
from the cancellation of certain indebtedness as if they were insolvent
taxpayers. As such, income that would normally be subject to tax would be
excluded from tax under qualifying conditions.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

1.1.031 Exclusion of interest on state and local government private activity bonds
Federal Statute Various
Description: Interest earned on qualified private activity bonds is tax exempt.
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State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

1.1.032 Exclusion of capital gains from sale of principal residences

Federal Statute IRC Section 121

Description: A taxpayer may exclude from federal income tax up to $250,000 of capital
gain ($500,000 in the case of married taxpayers filing joint returns) from the
sale or exchange of their principal residence.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 181 190 199

(m) Denotes a value of less than $1 Million

1.1.033 Exclusion of capital gains at death
Federal Statute IRC Sections 1001,1002,1014,1015,1023,1040,1221, and 1222
Description: A capital gain tax is not imposed on the increased value of an asset when
ownership of the property is transferred as a result of the death of the
owner.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 168 188 205

(m) Denotes a value of less than $1 Million

1.1.034 Exclusion of capital gains on gifts
Federal Statute IRC Sections 1001,1002,1014,1015,1023,1040,1221, and 1222
Description: A capital gain tax is not imposed on the increased value of an asset when
ownership of the property is transferred as a gift during the owner's lifetime.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 34 15 -9

(m) Denotes a value of less than $1 Million

1.1.035 Exemption from imputed interest rules

Federal Statute IRC Sections 163(e), 483, 1274, and 1274A

Description: Debt instruments for amounts not exceeding an inflation adjusted maximum,
given in exchange for real property, may not have imputed to them an
interest rate greater than 9 percent.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 3 4 4

(m) Denotes a value of less than $1 Million

1.1.036 Exclusion of combat pay
Federal Statute IRC Section 112
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1.1.0387

Description: Compensation received by active members of the armed forces is excluded
from gross income for any month the service member served in a combat
zone or was hospitalized as a result of an injury or illness incurred while
serving in a combat zone.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 15 15 16

(m) Denotes a value of less than $1 Million

Exclusion of energy conservation subsidies provided by public utilities

1.1.038

Federal Statute IRC Section 136
Description: In general, this provision allows customers to exclude from their gross
income the value of any subsidy provided by a public utility for the purchase
or installation of any energy conservation measure.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

Exclusion from income attributable to the discharge of principal residence acquisition

1.1.039

indebtedness
Federal Statute IRC Section 108
Description: Taxpayers who are insolvent or in bankruptcy may exclude canceled
mortgage debt income from gross income. In addition, discharged qualified
residential debt is excluded from gross income.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 11 6 1

(m) Denotes a value of less than $1 Million

Exclusion of gain for certain small business stock

1.1.040

Federal Statute IRC Sections 1202 and 303

Description: This provision allows non-corporate taxpayers to exclude from gross income
50 percent of any gain from the sale or exchange of qualified small business
stock issued after August 10, 1993. When a shareholder in a closely held
business dies there is no reported gain or loss on the partial redemption of
stock.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 1 2 3

(m) Denotes a value of less than $1 Million

Exclusion of interest on public purpose state and local government bonds

Federal Statute IRC Sections 103, 141 and 146
Description: Interest income of qualifying governmental bonds is excluded from taxable
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1.1.041

income (expenditure estimate has been adjusted to reflect GA law that only
interest on GA bonds is excluded from income).
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 3 3 3

(m) Denotes a value of less than $1 Million

Exclusion of income earned by voluntary employees' beneficiary associations

1.1.042

Federal Statute IRC Sections 501(a) and 501(c)(9)

Description: Provided certain requirements are met, the income earned by a voluntary
employee beneficiary association (VEBA) is exempt from federal income
taxes.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 19 20 21

(m) Denotes a value of less than $1 Million

Exclusion of survivor annuities paid to families of public safety officers killed in the line of

1.1.043

duty
Federal Statute IRC Section 101(h)

Description: The surviving spouse of a public safety officer killed in the line of duty can
exclude from gross income a survivor annuity payment under a governmental
pension plan.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

Exclusion of disaster mitigation payments

Federal Statute IRC Section 139
Description: Payments made for disaster mitigation under the Robert T. Stafford Disaster
Relief and Emergency Insurance Act or the National Flood Insurance Act is
excluded from income.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million
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1.2 Federal Deductions

1.2.001 Accelerated depreciation (MACRS)
Federal Statute IRC Sections 167 and 168
Description: Under the Modified Accelerated Cost Recovery System (MACRS) the cost of
tangible depreciation property of certain energy property is allowed a shorter
depreciation period. Taxpayers are allowed to depreciate the costs of new
rental housing and certain other buildings and equipment on an accelerated
schedule.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 40 39 38

(m) Denotes a value of less than $1 Million

1.2.002 Deduction of expenditures on energy-efficient commercial building property
Federal Statute IRC Section 179D
Description: This provision provides a formula-based tax deduction for all or part of the
cost of energy-efficient commercial building property placed in service after
12/31/2005 and before 1/1/2014.
State Fiscal Years ($ in Millions)
2013 2014 2015

State Tax Expenditure 1 1 1

(m) Denotes a value of less than $1 Million

1.2.003 Deduction of exploration and development costs of nonfuel minerals, includes excess of
depreciation over cost depletion, nonfuel minerals
Federal Statute |RC Sections 263, 291, 616-617,56,1254
Description: Firms engaged in mining are permitted to expense certain exploration and
development costs.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

1.2.004 Amortization of business startup costs
Federal Statute IRC Section 195
Description: This provision allows a business taxpayer to deduct up to $10,000 in
qualified start-up expenditures.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) 1 1

(m) Denotes a value of less than $1 Million

1.2.005 Expensing of research and development costs in lieu of the R&D tax credit
Federal Statute IRC Section 174
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Description: This provision allows a business taxpayer to deduct certain research
expenditures that are paid or incurred in connection with the taxpayer's trade
or business.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

1.2.006 Expensing of magazine circulation expenditures

Federal Statute IRC Section 173

Description: In general, current federal tax law allows publishers of newspapers,
magazines, and other periodicals to deduct their expenditures to maintain,
establish, or increase circulation in the year in which they are made.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

1.2.007 Deductions of oil and gas exploration and development costs
Federal Statute IRC Sections 611, 612, 613, 613Aand 291; 263(c), 616-617,57(a)(2),
59(e) and 1254

Description: Firms that extract oil, gas or other minerals are permitted a deduction to
recover their capital investment in a mineral reserve, which depreciates due
to the physical and economic depletion or exhaustion as the mineral is
recovered. Firms engaged in the exploration and development of oil, gas or
geothermal properties have the option of expensing certain intangible drilling
and development costs.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 0 0 0

(m) Denotes a value of less than $1 Million

1.2.008 Special treatment for expenses related to timber production
Federal Statute IRC Sections 194, 263A(c)(5)
Description: This provision allows expensing of production costs of growing timber.
Taxpayers are also allowed different depreciation practices for qualified
reforestation expenses.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 2 2 2

(m) Denotes a value of less than $1 Million

1.2.009 Expensing under IRC section 179 of depreciable business property
Federal Statute |IRC Section 179
Description: Within certain limits, a taxpayer may elect to deduct as a current expense the
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1.2.010

cost of qualifying property in the tax year when it is placed in service.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 16 22 29

(m) Denotes a value of less than $1 Million

Exceptions for publicly traded partnerships with qualified income derived from certain

1.2.011

energy-related activities

Federal Statute IRC Section 7704

Description: This code section allows publicly traded partnerships to be treated as a
corporation for the purposes of the federal income tax under most
situations.

State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 7 7 8

(m) Denotes a value of less than $1 Million

Treatment of income from exploration and mining as qualified income for publicly traded

1.2.012

partnerships
Federal Statute IRC Section 7704

Description: This code section allows publicly traded partnerships to be treated as a
corporation for the purposes of the federal income tax under most situations.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure 1 1 1

(m) Denotes a value of less than $1 Million

Various agricultural expensing provisions

1.2.013

Federal Statute |RC Sections 175, 180, 1231
Description: Taxpayers in the business of farming may choose to expense costs
associated with soil and water conservation, soil conditioning and the costs
associated with raising dairy and breeding cattle.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million

Community and regional development incentives

Federal Statute IRC Sections 38(b), 39(d), 45A, 280C(a), 1391-1397D
Description: Communities designated as empowerment zones and renewable communities
are eligible for special development incentives.
State Fiscal Years ($ in Millions)
2013 2014 2015
State Tax Expenditure (m) (m) (m)

(m) Denotes a value of less than $1 Million
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