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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
AND YOUNGBLOOD, FEBRUARY 6, 2003

REFERRED TO COW TTEE ON FI NANCE, FEBRUARY 6, 2003
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AN ACT
Aut hori zing the filmenhancenent tax credit; and providing for
the powers and duties of the Departnment of Conmunity and
Econom ¢ Devel opnent and the Departnent of Revenue.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and may be cited as the Film
Enhancenent Tax Credit Act.
Section 2. Definitions.
The foll ow ng words and phrases when used in this act shall

have the neanings given to themin this section unless the

context clearly indicates otherw se:

"Credit." The film enhancenent tax credit authorized by this

act .
"Departnent.” The Departnent of Community and Econom c

Devel opnent of the Commonweal t h.



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

"Film" A single nmedia or nultinedia programwhich does not
vi ol ate any Federal or State law, including, but not limted to,
nati onal advertising nessages, fixed on filmor digital video,
whi ch can be viewed or reproduced and which is exhibited in
theaters, |icensed for exhibition by individual television
stations, groups of stations, networks, cable television
stations or other nmeans or licensed for home-view ng markets.
"Pennsyl vani a producti on expense.” An expense incurred in
this Coomonwealth directly related to the production of a | ong-
formnarrative filmin this Conmonweal th, including, but not
limted to:
(1) Wages or salaries of persons who are residents of
this Cormmonweal th and who have earned i ncome from working on
a filmin this Comonweal th, including paynents to personal
services corporations with respect to the services of
qualified performng artists, as determ ned under section
62(a)(A) of the Internal Revenue Code of 1986 (Public Law 99-
514, 26 U S.C. 8§ 1 et seq.).
(2) The cost of construction and operations, wardrobe,
accessories and rel ated services.
(3) The cost of photography, sound synchronization,
lighting and rel ated services.
(4) The cost of editing and rel ated servi ces.
(5) Rental of facilities and equi pnent.
(6) O her direct costs of producing a film
"Qualified tax liability.” The liability for taxes inposed
under Article Il, Il1l, IV or VI of the act of March 4, 1971
(P.L.6, No.2), known as the Tax Reform Code of 1971.
"Taxpayer." An entity subject to tax under Article Il, I1]
IV or VI of the act of March 4, 1971 (P.L.6, No.2), known as the
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Tax Reform Code of 1971, that incurs Pennsylvania production
expenses.

"Secretary."” The Secretary of Community and Econom c
Devel opnent of the Commonweal t h.

Section 3. Filmenhancenent tax credit.

(a) Tax credit authorized.--A tax credit in the anmount of
15% of docunented Pennsyl vani a producti on expenses may be
awarded to a taxpayer

(b) Adm nistration.--The credit shall be adm ni stered by the
Department of Comrunity and Econom c Devel opnent and the
Depart ment of Revenue, as provided in this act.

(c) Eligibility.--To be eligible for a credit, the taxpayer
i ncurring Pennsyl vani a producti on expenses nust subnmit such
docunent ati on, make such reports and neet such deadlines as the
secretary may require in the admnistration of this act.

(d) Approval.--The secretary shall approve or disapprove al
clainms for the credit and shall notify the Departnent of Revenue
of the name of the recipient and the anbunt of all credits
appr oved.

(e) Limtations.--The total anmount of credits approved by
t he department shall not exceed $3, 000,000 in any fiscal year.

If the amobunt of eligible clains exceeds the anobunt specified in
this subsection in a fiscal year, the credit shall be prorated
anong all eligible clains.

Section 4. Application of credits.

(a) Use of credit.--The credit may be applied against a
qualified tax liability of the taxpayer.

(b) Carryover of credit.--If the taxpayer cannot use the
entire amount of the credit for the taxable year in which the

credit is first approved, than the excess may be carried over to
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succeedi ng taxabl e years and used as a credit against the
qualified tax liability of the taxpayer for those taxable years.
Each tinme that the credit is carried over to a succeedi ng
taxabl e year, it shall be reduced by the anmount that was used as
a credit during the imredi ately precedi ng taxable year. The
credit provided by this act may be carried over and applied to
succeedi ng taxabl e years for no nore than three taxable years
following the first taxable year for which the taxpayer was
entitled to claimthe credit. A credit approved by the
departnment in a taxable year first shall be applied against the
taxpayer's qualified tax liability for the current taxable year
as of the date on which the credit was approved before the
credit is applied against any other tax liability.

(c) Limtation on unused credits.--A taxpayer may not carry
back, obtain a refund of or assign an unused credit.
Section 5. Pennsylvania S corporation sharehol der pass-through.

(a) Pass-through of credit.--1f a Pennsylvania S corporation
does not have an eligible tax liability against which the credit
may be applied, a sharehol der of the Pennsylvania S corporation
may receive a credit equal to the credit determ ned for the
Pennsyl vania S corporation for the taxable year nultiplied by
t he percentage of the Pennsylvania S corporation's distributive
income to which the shareholder is entitled.

(b) Limtation.--The credit provided under subsection (a) is
in addition to any other credit to which a sharehol der of
Pennsyl vania S corporation is otherwi se entitled under the act
of March 4, 1971 (P.L.6, No.2), known as the Tax Reform Code of
1971. However, a Pennsylvania S corporation and a sharehol der of
a Pennsylvania S corporation may not claima credit under this

act for the sane Pennsyl vani a producti on expense.
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Section 6. Tinme limtations.

A taxpayer may not receive a credit for Pennsyl vania
producti on expenses incurred after Decenber 31, 2012.
Section 7. Applicability.

This act shall apply to taxable years commenci ng on or after
January 1, 2003.

Secti on 8. Ef fecti ve date.
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This act shall take effect inmediately.
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