SENATE ANVENDED
PRI OR PRINTER S NOS. 162, 2913, 2962 PRINTER S NO. 4148

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 147 =%

I NTRODUCED BY T. STEVENSON, BAKER, Bl SHOP, CAPPELLI, COSTA,
CREI GHTON, FEESE, FRANKEL, GElI ST, GODSHALL, GOCDIAN,
HENNESSEY, HERVAN, HERSHEY, HORSEY, HUTCHI NSON, KELLER
LAUGHLI N, LEACH, MANN, MARKOSEK, M CALL, NAILOR, PRESTON,
READSHAW REI CHLEY, ROEBUCK, SAI NATO, SATHER, SEMVEL
SOLOBAY, R. STEVENSON, THOVAS, TURZAI, WALKO, WATSON, WLT,
YOUNGBLOOD, ADOLPH, HARHAI, PICKETT, JAMES, PISTELLA, HARPER
WASHI NGTON, DAI LEY AND LEW S, FEBRUARY 6, 2003

SENATOR THOMPSQON, APPROPRI ATI ONS, | N SENATE, RE- REPORTED AS
AMENDED, JUNE 22, 2004

AN ACT

1 Anending the act of March 4, 1971 (P.L.6, No.2), entitled "An

2 act relating to tax reformand State taxation by codifying

3 and enunerating certain subjects of taxation and inposing

4 t axes thereon; providing procedures for the paynent,

5 col l ection, adm nistration and enforcenent thereof; providing
6 for tax credits in certain cases; conferring powers and

7 i mposi ng duties upon the Departnent of Revenue, certain

8 enpl oyers, fiduciaries, individuals, persons, corporations

9 and other entities; prescribing crinmes, offenses and

10 penal ti es,"” authorizing thefitmenhanrcerent A FILM <—
11 PRODUCTI ON tax credit; and providing for the powers and

12 duties of the Departnment of Comrunity and Econom c

13 Devel opnent and the Departnent of Revenue.

14 The General Assenbly of the Conmonweal th of Pennsyl vani a

15 hereby enacts as foll ows:

16 Section 1. The act of March 4, 1971 (P.L.6, No.2), known as

17 the Tax Reform Code of 1971, is anended by adding an article to

18 read:

19 ARHCLEXMH—-C <—
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ARTICLE XVII-C

N
oo

FI LM PRODUCTI ON TAX CREDI T

N
(o]

SECTION 1701-C. SCOPE OF_ ARTI CLE.

30 TH' S ARTICLE RELATES TO FI LM PRODUCTI ON TAX CREDI TS.

20030H0147B4148 - 5 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

SECTI ON 1702-C. _DEFI NI Tl ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED IN THI S ARTICLE

SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE

CONTEXT CLEARLY | NDI CATES OTHERW SE:

"DEPARTMENT. " THE DEPARTMENT OF REVENUE OF THE COVIVONWEALTH.

"FILM" THE TERM I NCLUDES A FEATURE FILM A TELEVI SI ON

SERIES AND A TELEVI SION SHOW OF 15 M NUTES OR MORE I N LENGTH,

| NTENDED FOR A NATI ONAL AUDI ENCE. THE TERM DOES NOT | NCLUDE A

PRODUCTI ON FEATURI NG NEWS, CURRENT EVENTS, WEATHER AND MARKET

REPORTS, OR PUBL|I C PROGRAMM NG TALK SHOW GAME SHOW SPORTS

EVENT, AWARDS SHOW OR OTHER GALA EVENT, A PRODUCTI ON THAT

SOLICI TS FUNDS, A PRODUCTI ON THAT PRI MARILY MARKETS A PRODUCT OR

SERVI CE, A PRODUCTI ON CONTAI NI NG OBSCENE NMATERI AL_OR

PERFORVANCES AS DEFINED IN 18 PA.C. S. 8 5903(B) (RELATING TO

OBSCENE _AND OTHER SEXUAL NATERI ALS AND PERFORVANCES), OR A

PRODUCTI ON PRI MARI LY FOR PRI VATE, | NDUSTRI AL, CORPORATE OR

I NSTI TUTI ONAL _PURPOSES.

"FILM PRODUCTION TAX CREDIT." THE CREDI T PROVI DED UNDER THI S

" PENNSYLVANI A PRODUCTI ON EXPENSE. " A PRODUCTI ON EXPENSE

INCURRED IN TH S COMVONVEAL TH.

"PRODUCTI ON EXPENSE. " AN EXPENSE | NCURRED | N THE PRODUCTI ON

OF A FILM THE TERM | NCLUDES WAGES AND SALARI ES OF | NDI VI DUALS

EMPLOYED IN THE PRODUCTION OF A FILM THE COSTS OF CONSTRUCTI ON,

OPERATI ONS, EDI TI NG, PHOTOGRAPHY, SOUND SYNCHRONI ZATI ON,

LI GHTI NG WARDROBE AND ACCESSORI ES AND THE COST OF RENTAL OF

FACI LI TI ES AND EQUI PMENT. THE TERM DCOES NOT | NCLUDE EXPENSES

I NCURRED |N MARKETI NG OR ADVERTI SING A FILM

"QUALI FIED FI' LM PRODUCTI ON EXPENSE. " A PENNSYLVAN A

PRODUCTI ON EXPENSE | F AT _LEAST 60% OF THE PRODUCTI ON EXPENSES

20030H0147B4148 - 6 -
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ARE PENNSYLVANI A PRODUCTI ON EXPENSES.

"QUALIFIED TAX LIABILITY." THE LIABILITY FOR TAXES | MPCSED

UNDER ARTICLE 11, IIl, TV ORVI. THE TERM SHALL | NCLUDE THE

LIABILITY FOR TAXES | MPOSED UNDER ARTICLE 11 ON A SHAREHOLDER

OF A PENNSYLVANI A S CORPORATI ON.

"TAXPAYER. " AN ENTITY SUBJECT TO TAX UNDER ARTICLE |1, I11,

IVOR VI. THE TERM SHALL | NCLUDE THE SHAREHOLDER COF A

PENNSYLVANI A S CORPORATI ON THAT RECEI VES A FI LM PRODUCTI ON TAX

SECTION 1703-C. CREDIT FOR QUALI FI ED FI LM PRODUCTI ON EXPENSES.

(A) CGENERAL RULE. - - A TAXPAYER WHO I NCURS A QUALI FI ED FI LM

PRODUCTI ON EXPENSE I N A TAXABLE YEAR MAY APPLY FOR A FILM

PRODUCTI ON TAX CREDIT AS PROVIDED IN TH' S ARTI CLE. A TAXPAYER

SEEKING A CREDIT UNDER THI S ARTI CLE MUST SUBM T_AN APPL| CATI ON

TO THE DEPARTMENT BY SEPTEMBER 15 FOR QUALI FI ED FI LM PRODUCTI ON

EXPENSES | NCURRED | N THE TAXABLE YEAR THAT ENDED I N THE PRI OR

CALENDAR YEAR.

(B)  AMOUNT OF CREDIT.--A TAXPAYER THAT | S QUALI FI ED UNDER

SUBSECTI ON (A) SHALL RECEIVE A FILM PRODUCTI ON TAX CREDI T FOR

THE TAXABLE YEAR IN THE AMOUNT | N ACCORDANCE W TH THE FOLLOW NG

(1) IF THE QUALI FI ED FI LM PRODUCTI ON EXPENSES ARE

$10, 000,000 OR LESS, THE CREDIT SHALL BE 15% OF THE QUALI FI ED

FI LM PRODUCTI ON EXPENSES.

(2) IF THE QUALI FI ED FI LM PRODUCTI ON EXPENSES ARE MORE

THAN $10, 000,000, THE CREDIT SHALL BE EQUAL TO THE SUM OF

$1, 500, 000 AND 20% OF THE QUALI FI ED FI LM PRODUCTI ON EXPENSES

VH CH ARE | N EXCESS COF $10, 000, 000.

(©) __NOTI FI CATI ON. - - BY DECEMBER 15 OF THE CALENDAR YEAR

FOLLON NG THE CLOSE OF THE TAXABLE YEAR DURI NG VWHI CH THE

QUALI FI ED FI LM PRODUCTI ON EXPENSE WAS | NCURRED, | THE DEPARTMENT

20030H0147B4148 - 7 -
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SHALL NOTI FY THE TAXPAYER OF THE AMOUNT OF THE TAXPAYER S FI LM

PRODUCTI ON TAX CREDI T_APPROVED BY THE DEPARTIVENT.

SECTI ON 1704-C. CARRYOVER, CARRYBACK, REFUND AND ASS| GNVENT OF

(A)  CGENERAL RULE. --1F THE TAXPAYER CANNOT USE THE ENTI RE

AMOUNT_OF THE FI LM PRODUCTI ON TAX CREDIT FOR THE TAXABLE YEAR I N

VH CH THE FI LM PRODUCTION TAX CREDIT IS FIRST APPROVED, THEN THE

EXCESS MAY BE CARRI ED OVER TO SUCCEEDI NG TAXABLE YEARS AND USED

AS A CREDIT AGAINST THE QUALIFIED TAX LIABILITY OF THE TAXPAYER

FOR THOSE TAXABLE YEARS. EACH TIME THAT THE FI LM PRODUCTI ON TAX

CREDIT IS CARRIED OVER TO A SUCCEEDI NG TAXABLE YEAR, I T SHALL BE

REDUCED BY THE AMOUNT THAT WAS USED AS A CREDI T DURI NG THE

| MVEDI ATELY PRECEDI NG TAXABLE YEAR. THE FI LM PRODUCTI ON TAX

CREDI T PROVIDED BY TH' S ARTI CLE MAY BE CARRI ED OVER AND APPLI ED

TO SUCCEEDI NG TAXABLE YEARS FOR NO MORE THAN THREE TAXABLE YEARS

FOLLON NG THE FI RST TAXABLE YEAR FOR VWH CH THE TAXPAYER WAS

ENTI TLED TO CLAIM THE CREDI T.

(B) APPLICATION.--A FILM PRODUCTI ON TAX CREDI T APPROVED BY

THE DEPARTMENT OF REVENUE FOR QUALI FIED FI LM PRODUCTI ON EXPENSES

IN A TAXABLE YEAR FIRST SHALL BE APPLI ED AGAI NST THE TAXPAYER S

QUALI FIED TAX LIABILITY FOR THE CURRENT TAXABLE YEAR AS OF THE

DATE ON VWHI CH THE CREDI T _WAS APPROVED BEFORE THE FI LM PRODUCTI ON

TAX CREDI T_CAN BE APPL| ED AGAI NST ANY TAX LI ABILITY UNDER

SUBSECTI ON (A).

(G NO CARRYBACK. - - A TAXPAYER IS NOT ENTITLED TO CARRY BACK

OR OBTAIN A REFUND OF AN UNUSED FI LM PRODUCTI ON TAX CREDI T.

(D) SALE OR ASSI GNMENT. - - A TAXPAYER, UPON APPLI CATI ON TO AND

APPROVAL BY THE DEPARTMENT OF COMVUNI TY AND ECONOM C

DEVELOPMENT, MAY SELL OR ASSIGN, IN VHOLE OR IN PART, A FILM

PRODUCTI ON TAX CREDI T _GRANTED TO THE TAXPAYER UNDER THI S ARTI CLE

20030H0147B4148 - 8 -
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IF NO QA MFOR ALLOMNCE OF THE CREDIT IS FILED WTH N ONE_YEAR

FROM THE DATE THE CREDIT | S APPROVED BY THE DEPARTMENT OF

REVENUE UNDER SECTI ON 1703-C. THE DEPARTMENT OF COMVUNI TY AND

ECONOM C DEVELOPMENT SHALL ESTABLI SH GUI DELI NES FOR THE APPROVAL

OF APPLI CATI ONS UNDER THI' S SUBSECTI ON.

(E)  PURCHASERS AND ASSI GNEES. - - THE PURCHASER OR ASSI GNEE OF

A PORTION OF A FILM PRODUCTI ON TAX CREDI T _UNDER SUBSECTI ON (D)

SHALL | MVEDI ATELY G AIM THE CREDIT I N THE TAXABLE YEAR I N WH CH

THE PURCHASE OR ASSI GNMVENT |'S MADE. THE AMOUNT OF THE FI LM

PRODUCTI ON CREDI T_THAT A PURCHASER OR ASSI GNEE MAY USE AGAI NST

ANY ONE QUALIFIED TAX LIABILITY MAY NOT EXCEED 50% OF SUCH

QUALI FIED TAX LIABILITY FOR THE TAXABLE YEAR THE PURCHASER OR

ASS| GNEE _VAY NOT_CARRY OVER, CARRY BACK, OBTAIN A REFUND OF OR

ASSI GN THE FI LM PRODUCTI ON TAX CREDI T. THE PURCHASER OR ASS|I GNEE

SHALL NOTI FY THE DEPARTMENT OF REVENUE OF THE SELLER OR ASS|I GNOR

OF THE FI LM PRODUCTI ON TAX CREDIT IN COVPLI ANCE W TH PROCEDURES

SPECI FI ED BY THE DEPARTMENT OF REVENUE.

SECTI ON 1705-C. DETERM NATI ON OF QUALIFIED FI LM PRODUCTI ON

EXPENSES.

I N PRESCRI BI NG STANDARDS FOR DETERM NI NG VWHI CH PRODUCTI] ON

EXPENSES ARE CONSI DERED QUALI FI ED FI LM PRODUCTI ON EXPENSES FOR

PURPOSES OF COVPUTI NG THE CREDI T PROVIDED BY TH S ARTICLE, THE

DEPARTMENT SHALL CONSI DER:

(1) THE LOCATI ON WHERE THE SERVI CES ARE PERFORMED.

(2) THE RESI DENCE OR BUSI NESS LOCATI ON CF THE PERSON OR

PERSONS PERFORM NG THE SERVI CE.

(3) THE LOCATI ON WHERE QUALI FI ED FI LM PRODUCTI ON

SUPPLI ES ARE CONSUMED.

(4) OTHER FACTORS ESTABLI SHED | N REGULATI ON BY THE

DEPARTMENT WH CH ARE NECESSARY FOR DETERM NATI ON.

20030H0147B4148 - 9 -
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SECTION 1706-C. _TIME LI M TATI ONS.

A TAXPAYER IS NOT_ENTITLED TO A FI LM PRODUCTI ON TAX CREDI T

FOR QUALI FIED FI LM PRODUCTI ON EXPENSES | NCURRED | N TAXABLE YEARS

ENDI NG AFTER DECEMBER 31, 2012.

SECTION 1707-C.  _LIMTATI ON ON CREDI TS.

(A) CGENERAL RULE. --THE TOTAL AMOUNT CF CREDI TS APPROVED BY

THE DEPARTMENT SHALL NOT EXCEED $10, 000, 000 I N ANY FI SCAL YEAR

(B) EXCEPTION.--1F THE TOTAL AMOUNT CF FI LM PRODUCTI ON TAX

CREDI TS APPLI ED FOR BY ALL TAXPAYERS EXCEEDS THE AMOUNT

ALLOCATED FOR THOSE CREDI TS, THEN THE FI LM PRODUCTI ON TAX CREDI T

TO BE RECEI VED BY EACH APPLI CANT_SHALL BE THE PRODUCT OF THE

ALLOCATED AMOUNT MULTIPLI ED BY THE QUOTI ENT OF THE FI LM

PRODUCTI ON TAX CREDI T APPLI ED FOR BY THE APPLI CANT Di VI DED BY

THE TOTAL OF ALL FI LM PRODUCTI ON CREDI TS APPLI ED FOR BY ALL

APPLI CANTS, THE ALGEBRAI C EQUI VALENT OF VHICH | S:

TAXPAYER S FI LM PRODUCTI ON TAX CREDI T = AMOUNT ALLOCATED

FOR THOSE CREDI TS X (FI LM PRODUCTI ON TAX CREDI T APPLI ED

FOR BY THE APPLI CANT/ TOTAL OF ALL FI LM PRODUCTI ON TAX

CREDI TS APPLI ED FOR BY ALL APPLI CANTS) .

SECTI ON 1708-C. PENNSYLVANI A S CORPORATI ON SHAREHOLDER PASS-

(A)  CGENERAL RULE.--1F A PENNSYLVANI A S CORPORATI ON DCES NOT

HAVE AN ELI G BLE TAX LIABILITY AGAINST VWH CH THE FI LM PRODUCTI ON

TAX CREDI T _NMAY BE APPLI ED, A SHAREHOLDER OF THE PENNSYLVANI A S

CORPORATION IS ENTITLED TO A FI LM PRODUCTI ON TAX CREDIT EQUAL TO

THE FI LM PRODUCTI ON TAX CREDI T _DETERM NED FOR THE PENNSYLVANI A S

CORPORATI ON FOR THE TAXABLE YEAR MULTI PLI ED BY THE PERCENTAGE OF

THE PENNSYLVANI A S CORPORATI ON' S DI STRI BUTI VE | NCOVE_TO VWHI CH

THE SHAREHOLDER |'S ENTI TLED.

(B) LIMTATION. --THE CREDI T PROVI DED UNDER SUBSECTION (A) IS

20030H0147B4148 - 10 -
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N ADDI TION TO ANY FI LM PRODUCTION TAX CREDIT TO VHICH A

SHAREHOLDER OF A PENNSYLVANI A S CORPORATION |'S OTHERW SE

ENTI TLED UNDER THI S ARTI CLE. HOAEVER, A PENNSYLVANIA S

CORPORATI ON AND A SHAREHOLDER OF A PENNSYLVANI A S CORPORATI ON

MAY NOT CLAIM A CREDIT UNDER THI S ARTICLE FOR THE SAME QUALI FI ED

FI LM PRODUCTI ON EXPENSE.

SECTI ON 1709-C.  REPORT TO GENERAL ASSEMBLY.

THE SECRETARY SHALL SUBM T AN ANNUAL REPORT TO THE GENERAL

ASSEMBLY | NDI CATI NG THE EFFECTI VENESS COF THE FI LM PRODUCTI ON TAX

CREDI T PROVIDED BY TH' S ARTI CLE NO LATER THAN MARCH 15 FOLLOW NG

THE YEAR IN WHI CH THE CREDI TS WERE APPROVED. THE REPORT SHALL

I NCLUDE THE NAMES OF ALL TAXPAYERS UTILIZING THE CREDIT AS OF

THE DATE OF THE REPORT AND THE AMOUNT OF CREDI TS APPROVED AND

UTI LI ZED BY EACH TAXPAYER _NOTW THSTANDI NG ANY_ LAW PROVI DI NG FOR

THE CONFI DENTIALITY OF TAX RECORDS, THE | NFORMATI ON CONTAI NED | N

THE REPORT SHALL BE PUBLI C | NFORVATI ON. THE REPORT MAY_ ALSO

I NCLUDE ANY RECOMVIVENDATI ONS FOR CHANGES | N THE CALCULATI ON OR

ADM NI STRATI ON OF THE CREDI T.

SECTI ON 1710-C. _TERM NATI ON.

THE DEPARTMENT SHALL NOT APPROVE A FI LM PRODUCTI ON TAX CREDI T

UNDER THI S ARTI CLE FOR TAXABLE YEARS ENDI NG AFTER DECEMBER 31,

SECTION 1711-C. REGULATI ONS.

THE DEPARTMENT SHALL PROMULGATE REGULATI ONS NECESSARY FOR THE

| MPLEMENTATI ON  AND ADM NI STRATION OF THI S ARTI CLE.

Section 2. This act shall apply to Pennsylvania—preduction <—
expense QUALI FI ED FI LM PRODUCTI ON EXPENSES i ncurred after <—

Decenber 31, 2003, and taxable years commencing on or after
January 1, 2004.

Section 3. This act shall take effect immediately.
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