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o Establishes a tax credit for qualifying motion picture
production compames that may be used to offset elther
personal or corporate income taxes.

e The credit applies to any production cost within any
consecutive 12 month period if at least 50% of the total
production costs are * incurred in Massachusetts or if at least y
50% of the total pnn01pal photography days of the film take
place in Massachusetts. The credit is equal tol5% ofjthe
production costs when total production costs in Massachusetts
are less than $5M; 20% of the production costs if the fotal
production costs are between $5M and $10M; 25% of the *
production costs if the total production costs are greater than
$10M.

e Production costs or.expenses include salaries of all cmployees
on the film, but not'of any employee whose salary is equal to
or greater than $1M.

¢ Caps the credit at $]0M per film. Any unused credlts may be
transferred or a551gned to a third party or carried. forwa.rd for
up to 5 years. ’
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e Exempts qualifying motion picture production companies
from the tangible personal property tax and from the sales tax
on supplies, technical equipment and machinery used in
conjunction with the production of a motion picture.

e Waijves the hotel/motel room excise for occupants who are
motion picture productlon company employees whos€ stay is
20 or more consecutlve days and who are actively workmg on
the making or prodicing of a motion picture.

o Makes legislation effective on January 1, 2006.

None

I,
This legislation may result in a revenue loss of as much as $19 6M
in fiscal year 2006, as much as $40.1M in fiscal year 2007, and as:
much as $41.4M in fiscal year 2008.




Film and video production in Louisiana increased
dramatically in 2003 and 2004,

associated with the availability of tax credits for
investment in qualifying projects and the
employment of Louisiana residents, as well as an

exemption from state sales taxes.

-Projects participating in the incentives and
completing production in 2002 reported $11.8 million
of production budget,

-Completions in 2003 reported $188.8 million of
budget,

-Completions in 2004 reported $354.7 million of

budget.




Compensation of state residents employed on
projects was reported as:

$75,000 in 2002,

$30.0 million in 2003,

and $29.6 million in 2004.

Prior to the availability of these incentives, production
activity in the state may have
averaged only about $10 million to $30 million per

year, and was quite sporadic.




From the Senate President’s Inaugural Address on

January §5, 2005:

--“First, we will continue to place job creation at the top of
our agenda, by passing initiatives-that will help stimulate
our economy. Second, we will continue to responsibly
reform state government. Third, we will work aggressively
to make health care more accessible and affordable.
Finally, our agenda will focus upon the needs of working

families in the Commonwealth......

“I challenge this body to Continue to look for every
possible way to keep god jobs in Massachusetts and

encourage the private sector to create new ones...”
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Louisana FILM INDUSTRY OVERVIEW

After,pSIIlcon Valley, the film and telewsmn production
bus:ness remains the largest hlgh-tech high profit, non-
pollutlng industry-in the world: generating over $40 bllllon
per year. According to the Motion'Picture Association of
America, the film industry is one of California's leading
economic engines, generating $27 billion per year in
economic activity and employing 475 000 Californians. The
film industry is economically good'for Louisiana because:
50% of a production's total budget generally ends up as
direct expenditures in the local community where the actual l
shooting is done.

For example, the 84 foreign mostly U.S. runaway
productions that were shot in British Columbia in 2001
poured CAN$856.8 million ($544 million) into the local
economy, compared with CAN$760 million in 2000.

All types of productions leave money in the state which
effects a wide array of industries: purchasing set equipment,
hiring a crewbase, lodging, restaurant patronage, catering,
vehicle rental, gasoline purchase, Iocatlon fees, security,
wardrobe needs, hair supplies, prop purchases, among
many other miscellaneous expenses. Filming also brings"
national and international exposure of local areas. Slnce};iJuIy{
2002, Louisiana.has had over $909 million‘in new productlon
come to the state:and that number coritinues to grow: dally*
In addition, Lows:ana resident payiroll alone has amassed
over $85 million in wages and benefits since 2003;
Communities and cities that have been featured in films over
the past two years include: New Orleans, Baton Rouge,
Napoleonville, Clinton, Donaldsonville, Slidell, Zachary,
Morgan City, and Thibodeaux just-!to name a few




Film Credit Talking Points

Although Massachusetts has much to offer the filmmaking industry such as its history,
natural beauty, and especially trained stage workers and technicians, films are rarely
produced here. The reason is often economws—other states offer tax breaks and other
incentives that reduce the costs of filming. Although the upcoming Martin Scorsese ffilm
The Departed is set in Boston, most of the filming was done in New York City due to
recently passed tax incentives. As a result, only a fraction of the movie was shot in the
Boston area.

While there will be a cost to providing these credits, whatever revenue we forgo will be
more than made up for in new economic activity. The film industry is an $8 trillion
dollar a year industry and this bill will make Massachusetts a major destination. When
The Departed was being shot in Boston, however,-the production pumped more than
$350,000 a day into the local economy. In fact, executives from Disney Studios have
indicated that if the conference committee bill becomes law this session, they will bring
several projects to our state as soon as next year.

The Conference Committee bill breaks down as follows:
Sales & Use Tax: The Bill exempts the following from the Sales & Use Tax:
@ e Purchases made by a student filmmaker at an accredited film school

¢ Purchases made in connection with the filming or production of motion
picture(s)] in the Commonwealth by a motion picture production company for
which it “intends to expend” at least $250,000 in the aggregate in the
Commonwealth in a 12-month period.

Employment-based Credit against Income Tax/Corporate Excise: There will be a
credit against Mass. Income Tax/Corporate Excise for a production company:

o filming in Mass., and

e with Mass. production costs of $250,000 or more

Credit equals 20% of aggregate payroll under $1,000,000 that constitutes Massachusetts ,
source income.

Qualified Film Production Tax Credit
An additional credit for films qualifying for the above employment-based credit and
either:

e Mass. production expenses exceed 50% of total production expenses, or

e At least 50% of days of “principal photography occur in Mass.

! Motion picture includes: movie, video, TV series and commercial; but does NOT include news programs,
talk shows, game shows, sporting events, awards shows/galas, infomercials (?), corporate or institutional
videos, any production containing “obscene” material or performances as defined by law.

SeAN KEkey ( C ﬁ’-c"e—‘l'\)
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Production Credit is equal to 25% of all Massachusetts production costs, less the payroll
used to obtain the employment credit above.

Credit Limit Total credits for any one production not to exceed $7 million per project.

State-Owned Property: Commonwealth may not charge a motion picture company a
fee for use of state-owned property in beyond actual cost to Commonwealth, except:
where demolition or construction projects costing $1,000,000 are performed.

Impact Studies & Reports Mass. Office of Economic Development & DOR are requlred
to conduct an economic impact study of motion picture production and development in
the Commonwealth and issue a report & any recommendations to the Legislature by.Dec.
31,2011.

Sunset Clause This act will sunset in 7 years—January 1, 2013

Conference )
The Conference bill, like the Senate and House versions, attracts business through a,
series of tax credits based upon how much is spent on payroll and production expenses.

The Conference, however, made several important changes to the engrossed House and
Senate versions: !

First, the sales tax exemptions will be extended to students at accredited film schoofs
That way we not only give a benefit to Spielberg and Scorsese, but to the next generatloni
of filmmakers as well.

Second, we tightened previous versions of the billiso that most of a production’s payroll
will not be double counted for both the employment and qualified production credits.

Finally—and maybe most important—these tax incentives will sunset in 7 years. By theri
we will know if, in fact, the movie industry has produced the jobs and economic activity
that it has promised.

Cost
DOR has offered an estimate on the House versmn of this bill. That estimate is flawed
and does not accurately reflect the impact of this bill.

That estimate was based on the most recent year for which the DOR could obtain
information on the film industry in Massachusetts—2002, which is when Mystic RIVCI‘
was filmed here. That film meant a total of 10 weeks of filming. In 2001, 2003 and
2004, however, the major studios spent no more than 4 weeks in any year filming in
Massachusetts.
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Whereas the stage workers union (IATSE Local 48 1) reported that their members earned
$1.4 million in wages in 2002, In 2001 the wages were about $550,000, and only a ll!ttle

over $400,000 in 2004, I "

Even in 2002, the most the Mystic River Credit could have cost would have been $7

million. The employment credit for all other unlon'employees on all other filming jobs

would have amounted to only $120,000. | i

In 2004 the employment credits for wages would have amounted to about $80,000.
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“AN ACT PROVIDING INCENTIVES TO THE MOTION PICTURE INDUSTRY”
-CONFERENCE COMMITTEE REPORT (DRAFT ONLY)-

HIGHLIGHTS

FLOOR
For a motion picture production company to qualify for a tax credit they must expend in the
aggregate not less than $250,000 within the Commonwalth.

EMPLOYMENT TAX CREDIT
-Provides a Tax Credit equal to 20 percent of the total payroll paid by a production company that
constitutes Massachusetts source income.

-Payroll does not include any employee whose salary is in excess of $1,000,000

PRODUCTION TAX CREDIT

-Provides a Tax Credit equal to 25 percent of all Massachusetts production expenses if the
production expenses exceed 50% of the total production expenses for a motion picture or at least
50% of the total principal photography days of the film take place in the Commonwealth.

-The Production credit does not include the payroll expenses used to claim a credit pursuant to
the Employment tax credit

CARRY FORWARD
- No tax credit shall be refundable. Any amount of the credit that exceeds the tax due for a
taxable year may be carried forward to any of the 5 taxable years.

TAX CREDIT LIMIT
- The total amount of tax credits provided in connection with any one motion picture shall not
exceed $7,000,000

USE OF STATE OWNED PROPERTY

- A department or agency of the Commonwealth shall’not charge a fee or other cost excépt actual
costs incurred by the dept. or agency, for the use of state-owned property for the purposes of
making motion pictures.

REPORTS

- The secretary of economic development shall conduct an economic impact study of motion
picture production and development in Massachusetts‘and issue a report with recommendations
no later than December 31, 2011. The secretary shall also file annually an economic report of all
production activity that receives a tax credit pursuant to this act.

- The department of revenue shall, annually, issue a report detailing the amount of tax credit
certificates issued to taxpayers pursuant to this act.

EFFECTIVE DATES
- This act shall be effective on January 1, 2006 and end on January 1, 2013.

- Credits allowed pursuant to this act may be carried forward after January 1, 2013.
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H. 4252 (Engrossed by the House)

[

Lees Amendment

Sales & Use Tax:

Bill seeks to exempt the following
from the Sales & Use Tax:

e Purchases made in
connection with the filming
or production of motion
picture(s)’ in the
Commonwealth by a motion
picture production company
for which it “intends to
expend” at least $250,000 in
the aggregate in the
Commonwealth in a 12-
month period.

Production company must file
estimate of expenditures w/
Executive Office of Economic
Development prior to start of
filming.

All qualifying expenditures must be
made through a checking account at
a Mass. Bank.

Failure to meet $250,000 threshold
results in liability for all Sales Tax
thus waived + interest.

Sales & Use Tax:

Amendment seeks to exempt from the
Sales & Use Tax “all supplies, technical
equipment and machinery used in -
conjunction with the production of a
miotion picture” including, but not llmlted

to:

* & o @

cameras and camera accessories;
film stock;

lights and lighting control systems;
sound equipment; grip equipment;
video assist systems;

fog machines;

wind machines;

generators used to operate exempt
equipment;

dollies and cranes used to support
exempt equipment;

terminating boxes and extension °,
cables used with exempt '
equipment;

time code equipment;

VTR editing equipment;

switches; and

character generators.

Unlike the House bill, there is no
$250,000 threshold.




Employment-based Credit against
Income Tax/Corporate Excise:

Credit against Mass. Income
Tax/Corporate Excise for production
company:
1. filming in Mass.
2. with Mass. production costs
of $250,000 or more, and
3. Mass. residents employed in
connection with Mass. film
production

Credit equals:

* 15% of aggregate Mass.
resident payroll® if Mass.
production-related expenses

$25,000 - $10
million

* 20% of aggregate Mass.
resident payroll® if Mass.
production-related expenses
exceed $10 million.

Any unused credit can be carried
forward for up to 5 yrs.

Note: Credits may be transferred
(assigned) to taxable
corporations, individuals and-
estates/trusts.

DOR shall promulgate necessary
rules & regulations regarding Sales
Tax Exemption and Income
Tax/Corporate Excise Credit

DOR may audit reported
expenditures used to qualify for
Exemption & Credit

Employment-based Credit against

1

Income Tax/Corporate Excise:

This amendment does not contain a
specific employment-based credit, but like
the House bill, the amount spent on
payroll is factored into the qualified film

:p;"loduction tax credit below.




Qualified Film Production Tax
Credit

An additional credit for films
qualifying for above employment-
based credit and either:

e Mass. production expenses
exceed 50% of total
production expenses, or

o At least 50% of days of
*“principal photography”
occur in Mass.

Credit is equal to 25% of all
Massachusetts production costs.

Qualified Film Production Tax Credit’

An taxpayer may qualify for the filin
production expenses credit if:

e At least 50% of the total
production expenses are incurred
in Massachusetts, or

e At least 50% of the total “principal
photography” days of the film take
place in Mass.

This credit equals:

* 15% if the production costs
incurred in Mass. are less than $5
million; ¥

e 20% if the production costs!
incurred in Mass. are between $5
million and $10 million;

* 25% if the production costs;
incurred in Mass. Equal or exceed’
$10 million.

Like the House bill, any unused credit can
be carried forward for up to 5 yrs and
credits may be transferred or sold. '

| an,a,c-/L,mEL )

iﬁLM'-’/

Credit Limit
Total credits for any one production

not to exceed $7 million per project.

Credit Limit A
Total credits for any one production not to
exceed $10 million per project.

State-Owned Property:

Commonwealth may not charge a
motion picture company a fee for
use of state-owned property in
beyond actual cost to
Commonwealth, except where
demolition or construction projects
costing $1,000,000 are performed.

State-Owned Property: ]
Unlike the House bill, there are no |
provisions regarding fees for the use of ;5
state-owned property.
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Impact Studies & Reports
Mass. Office of Economic

Development is required to:

¢ conduct an economic impact
study of motion picture
production and development
in the Commonwealth and
issue a report & any
recommendations no by Dec.
31, 2009.

+ file an economic report of all
motion picture production
activity in the
Commonwealth that receives
a tax credit certificate under
the act annually, by Dec. 31
of each year, with the Clerks

of the House & Senate, the.

House and Senate
Committees on Ways &
Means and with the Joint
Committee on Economic
Development.
Mass. Department of Revenue is
required to issue a report detailing
the amount of tax credit certificates
issued to taxpayers under the act and
shall file the same by Dec. 31 with
the Clerks of the House & Senate,
the House and Senate Committees
on Ways & Means, the Joint
Committee on Revenue and with the
Joint Committee on Economic
Development.

Impact Studies & Reports

Unlike the House bill, there are no Studies
or reporting requirements on the' fiscal

impact of this credit.
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H. 4252
(Engrossed by the House)

S. 2187
(Engrossed by the Senate)

Conference Comn:littee
Draft

Sales & Use Tax:

Bill seeks to exempt the
following from the Sales &
Use Tax:

¢ Purchases made in
connection with the
filming or production
of motion picture(s) in
the Commonwealth by
a motion picture
production company
for which it “intends to
expend” at least
$250,000 in the
aggregate in the
Commonwealth in a
12-month period.

Production company must file
estimate of expenditures w/
Executive Office of Economic
Development prior to start of
filming.

All qualifying expenditures
must be made through a
checking account at a Mass.
Bank.

Failure to meet $250,000
threshold results in liability for
all Sales Tax thus waived +
interest.

Sales & Use Tax:

Amendment seeks to exempt
from the Sales & Use Tax “all
supplies, technical equipment
and machinery used in
conjunction with thes
production of a motion
picture” including, but not
limited to:

cameras and camera
accessories;

film stock;

lights and lighting
control systems;
sound equipment; grip
equipment;

video assist systems;
fog machines;

wind machines;
generators used to
operate exempt
equipment;

¢ dollies and cranes used
to support exempt
equipment;
terminating boxes and
extension cables used
with exempt.
equipment;

time code equipment;
VTR editing
equipment;

* switches; and
character generators.

Unlike the House bill, there is
no $250,000 threshold.

Sales & Use Tax:

Senate Version

Amendment seeks to exempt
from the Sales & Usé'Tax “all
supplies, technical equipment
and machinery used in
conjunction with the
production of a motion
picture” including, but not
limited to:

cameras and camera

accessories;

film stock;

lights and lighting

control systems;

¢ sound cquipment; grip

equipment;

video assist systems;

fog machines;

¢ wind machines;
generators used to
operate exempt
equipment;

¢ dollies and cranes used
to support exempt
equipment;

e terminating boxes and
extension cables used
with cxempt
equipment;

¢ time code equipment;

e VTR editing’
equipment;

¢ switches; and!

¢ character generators.

No $250,000 threshald.

S R Y ——— g




Employment-based Credit
against Income
Tax/Corporate Excise:

Credit against Mass. Income
Tax/Corporate Excise for
production company:

1. filming in Mass.

2. with Mass. production
costs of $250,000 or
more, and

3. Mass. residents
employed in
connection with Mass.
film production

Credit equals:

e 15% of aggregate
Mass. resident payroll?
if Mass. production-
related expenses
$25,000 - $10 million

e 20% of aggregate
Mass. resident payroll®
if Mass. production-
related expenses
exceed $10 million.

Any unused credit can be
carried forward for up to 5
yrS.

Note: Credits may be
transferred (assigned) to
taxable corporations,
individuals and
estates/trusts.

DOR shall promulgate
necessary rules & regulations
regarding Sales Tax
Exemption and Income
Tax/Corporate Excise Credit

DOR may audit reported
expenditures used to guality
tor Exemption & Credit

Employment-based Credit

against Income
Tax/Corporate Excise:

This amendment does not
contain a specific
employment-based credit, but
like the House bill, the amount
spent on payroll is factored
into the qualified film
production tax credit below.

Employment-based Credit

Tax/Corporate Excise:

Compromise

Credit against Mass.E[ncorge
Tax/Corporate Excise for
production company:

Credit equals:
* 15% of aggregate
Employee payroll if

Mass. production-
related expenses are
under $5 million

e 20% of aggregate
Employee payroll if
Mass. production-
related expenses
exceed $5 million,

Any unused credit can be
carried forward for up to 5
yrS.

Note: Credits may be
transferred (assigned) to
taxable corporations,
individuals and
estates/trusts.

DOR shall promulgate
necessary rules & regulations
regarding Sales Tax
Exemption and [ncofhe
Tax/Corporate Excise Credit

DOR may audit reported
expenditures used to qualify
for Exemption & Credit

Removes qualifying floor and
mukes the credit equal to 20% for

! productions over $5 million
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Qualified Film Production
Tax Credit

An additional credit for films
qualifying for above
employment-based credit and
either:
¢ Mass. production
expenses exceed 50%
of total production
expenses, or
s At least 50% of days
of “principal
photography” occur in
Mass.
Credit is equal to 25% of all
Massachusetts production
costs.

Oualified Film Production
Tax Credit

An taxpayer may qualify for
the film production expenses
credit if:

e At least 50% of the
total production
expenses are incurred
in Massachusetts, or

* At least 50% of the
total “principal
photography™ days of
the film take place in
Mass.

s This credit equals:15%
if the production costs
incurred in Mass. are
less than $5 million;

e 20% if the production
costs incurred in Mass.
are between $5 million
and $10 million;

e 25% if the production
costs incurred in Mass.
Equal or exceed $10
million.

Like the House bill, any
unused credit can be carried
forward for up to 5 yrs and
credits may be transferred or
sold.

Qualified Film Production
Tax Cr_j_edit'

House version

An additional credit for films
qualifying for above
employment-based credit and
either:

* Mass. production
expenses exceed 50%
of total production
expenses, or

s At least 50% of days
of “principal
photography” occur in
Mass.

Credit is equal to 25% of all
Massachusetts production
costs. .

Credit Limit
Total credits for any one
production not to exceed $7
million per project.

Credit Limit
Total credits for any one
production not to exceed $10
million per project.

Credit Limit
Compromise

$8 million per projcct
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& Senate, the House and
Senate Committees on Ways
& Means, the Joint Committee
on Revenue and with the Joint
Committee on Economic

shall file the same by Déc. 31
with the Clerks of the House.
& Senate, the House and
Senate Committees on Ways’
& Means, the Joint Committce

Development. on Revenue and with the Joiflt
Committee on Economic
Development.
Hotel Tax Hotel Tax Hotel Tax
This amendment contains a | House Version
None provision that exempts

employees of motion picture
production companies from
paying the hotel tax if they:

e Occupy the room for
20 or more consecutive
days, and

¢ Demonstrate -that they
are working on the
production of a motion
picture that qualifies

for the  qualified
production credit
above.

None

Sunset Clause

None

Sunset Clause

January 1, 2011

Sunset Clause

Madified Senate Version
January 1, 2011, but with
language that allows the
credits to carry forward after
that date.

Effective Date

January 1, 2005

Effective Date

January 1, 2006

Effective Date

Compromise

November 1, 2005




AN ACT PROVIDING INCENTIVES TO THE MOTION PICTURE INDUSTRY.

Be it enacted by the Senate and House of Representatives in General Court assembled, and by the

authority of the same, as follows:

“SECTION 1. Section 6 of chapter 62 of the General Laws, as appearing in the 2004
Official Edition, is hereby amended by adding the following subsection:—

(I)(1) As used in this subsection the following words shall, unless the context clearly
requires otherwise, have the following meanings:-

“Motion picture”, a feature-length film, video, television series defined as a season not to'
exceed 27 episodes, or a commercial made in the commonwealth, in whole or in part, for:
theatrical or television viewing or as a television pilot. The term "motion picture” shall
not include a production featuring news, current events, weather and financial market
reports, talk show, game show, sporting events, awards show or other gala event, a
production whose sole purpose is fundraising, a long-form production that primarily
markets a product or service, a production containing obscene material or performances.
“Motion picture production company”, a company including any subsidiaries engaged in
the business of producing motion pictures, videos, television series, or commercials
intended for a theatrical release or for television viewing. The term “motion picture
production company” shall not mean or include any company which is more than 25 per
cent owned, affiliated, or controlled, by any company or person which is in default gn 2
loan made by the commonwealth or a loan guaranteed by the commonwealth.
“Massachusetts production expense”, a production expense for the motion picture clearly

and demonstrably incurred in the commonwealth.




“Principal photography”, the phase of production during which the motion picture is-
actually filmed. The term shall not include preproduction or postproduction.
“Production expense” or “production cost”, preproduction, production and
postproduction expenditures directly incurred in the production of a motion picture. Said
term includes wages and salaries paid to individuals employed in the production of the
motion picture; the costs of set construction and operation, editing and related services,
photography, sound synchronization, lighting, wardrobe, make-up and accessories; film
processing, transfer, sound mixing, special and visual effects; music; location fees dnd
the cost of purchase or rental of facilities and equipment or any other production expense
as may be determined by the department of revenue to be an eligible production expense.
The term shall not include costs incurred in marketing or advertising a motion picture,
any costs related to the transfer of tax credits or any amounts paid to persons or
businesses as a result of their participation in profits from the exploitation of the
production.

“Secretary”, the secretary of economic development.

(2) A taxpayer engaged in the making of a motion picture shall be allowed a credit
against the taxes imposed by this chapter for the employment of persons within the;
commonwealth in connection with the filming or production of 1 or more motion pictures
in the commonwealth within any consecutive 12 month period. The credit shall be equal
to 15 per cent of the total aggregate payroll for people employed within the
commonwealth by a motion picture production company when total production costs
incurred in the commonwealth are less than $5,000,000. The credit shall be equal to 20

per cent of the total aggregate payroll for people employed within the commonwealth by
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such motion picture production company when total production costs incurred in the
commonwealth equal or exceed $5,000,000 during the taxable year. For purposes of this
subsection, the term "total aggregate payroll" shall not include the salary of any employee
whose salary is equal to or greater than $1,000,000.

(3) A taxpayer shall be allowed an additional credit against the taxes imposed by this
chapter equal to 25 per cent of all Massachusetts production expenses where the motion
picture is also eligible for a credit pursuant to paragraph (2) and either Massachusetts
production expenses exceed 50 per cent of the total production expenses for a motion
picture or at least 50 per cent of the total principal photography days of the film take:
place in the commonwealth.

(4) The tax credit shall be taken against the taxes imposed under this chapter and shall not
be refundable. Any amount of the tax credit that exceeds the tax due for a taxable yéar
may be carried forward by the taxpayer to any of the 5 subsequent taxable years.

(5)(i) All or any portion of tax credits issued in accordance with this subsection may be
transferred, sold or assigned to other film taxpayers with tax liabilities under this chapter
or chapter 63. Any tax credit that is transferred, sold or assigned and taken against taxes
imposed by this chapter or said chapter 63 shall not be refundable. Any amount of the tax
credit that exceeds the tax due for a taxable year may be carried forward by the
transferee, buyer or assignee to any of the 5 subsequent taxable years from which as
certificate is initially issued by the department of revenue.

(i1) An owner or transferee desiring to make a transfer, salc or assignment shall submit to
the commissioner a statement which describes the amount of tax credit for which the

transfer, sale or assignment of tax credit is eligible. The owner or transferee shall p_rovidc?




to the commissioner information as the commissioner may require for the proper
allocation of the credit. The commissioner shall provide to the taxpayer a certificate of
eligibility to transfer, sell or assign the tax credits. The commissioner shall not issue’a
certificate to a taxpayer that has an outstanding tax obligation with the commonwealth in
connection with any motion picture for any prior taxable year. A tax credit shall not'be
transferred, sold or assigned without a certificate.

(6) The total amount of tax credits provided under this subsection in connection with any
one production shall not exceed $8,000,000.

(7) The commissioner, in consultation with the secretary, shall promuligate regulatio.llls
necessary for the administration of the provisions of this subsection. i
SECTION 2. Chapter 63 of the General Laws is hereby amended by inserting after
section 38S the following section:—

Section 38T. (a) as used in this section the following words shall, unless the context’
clearly requires otherwise, have the following meanings:

“Commissioner”’ the commissioner of revenue.

"Motion picture", a feature-length film, a video, a'television series defined as a season not
to exceed 27 episodes, or a commercial made in the commonwealth, in whole or in part,
for theatrical or television viewing or as a television pilot. The term "motion picture"

shall not include a production featuring news, current events, weather and financials
market reports, talk show, game show, sporting events, awards show or other gala event,
a production whose sole purpose is fundraising, a‘long-form production that primarlily

markets a product or scrvice, a production containing obscene material or performances.




"Motion picture production company”, a company including its subsidiaries engaged in
the business of producing motion pictures, videos, television series, or commercials
intended for a theatrical release or for television viéwing. The term “motion picture
production company” shall not mean or include any company which is more than 25' per
cent owned, affiliated, or controlled, by any company or person which is in defaulton a
loan made by the commonwealth or a loan guaranteed by the commonwealth.
*Massachusetts production expense”, a production expense for the motion picture clearly
and demonstrably incurred in the commonwealth,

“Principal photography”, the phase of production during which the motion picture is
actually filmed. The term shall not include preproduction or postproduction.
“Production expense” or “production cost”, preproducticn, production and
postproduction expenditures directly incurred in the production of a motion picture., The
term shall include wages and salaries paid to individuals employed in the production of
the motion picture; the costs of set construction and operation, editing and related
services, photography, sound synchronization, lighting, wardrobe, make-up and
accessories; film processing, transfer, sound mixitig, special and visual effects; music;
location fees and the cost of purchase or rental of facilities and equipment or any other
production expense as may be determined by the department of revenue to be an eli:gible
production expense. The term shall not include costs incurred in marketing or advertising
a motion picture, any costs related to the transfer of tax credits or any amounts paid to
persons or businesses as a result of their participation in profits from the exploitation of
the production.

"Secretary”, the secretary of ecconomic development.




(b) A taxpayer engaged in the making of a motion picture shall be allowed a credit
against the taxes imposed by this chapter for the employment of persons within the
commonwealth in connection with the filming or production of 1 or more motion pictures
in the commonwealth within any consecutive 12-month period. The credit shall be equal
to 15 per cent of the total aggregate payroll for persons employed within the
commonwealth by a motion picture production company when total production costs
incurred in the commonwealth less than $5,000,000 during the taxable year. The credit
shall be equal to 20 per cent of the total aggregate payroli for persons employed within
the commonwealth by the production company when total production costs incurred in
the commonwealth equal or exceed $5,000,000 during the taxable year. For purposes of .
this subsection, the term "total aggregate payroll” shall not include the salary of any.
employee whose salary is equal to or greater than $1,000,000.

(c) A taxpayer shall be allowed an additional credit against the taxes imposed by this
chapter equal to 25 per cent of all Massachusetts production expenses where the motion
picture is also eligible for a credit pursuant to subsection (b) and either Massachusetts
production expenses exceed 50 per cent of the total production expenses for a motion
picture or at least 50 per cent of the total principal photography days of the film take
place in the commonweaith.

(d) The tax credit shall be taken against the taxes imposed under this chapter and shall not
be refundable. Any amount of the tax credit that exceeds the tax due for a taxable year

may be carried forward by the taxpayer to any ofjthe 5 subsequent taxable years.




(e)(1) All or any portion of tax credits issued in accordance with the provisions of this
section may be transferred, sold or assigned to other taxpayers with tax liabilities under
this chapter or chapter 62. Any tax credit that is transferred, sold or assigned and taken
against taxes imposed by this chapter or said chapter 62 shall not be refundable. Any
amount of the tax credit that exceeds the tax due for a taxable year may be carried
forward by the transferee, buyer or assignee to any of the 5 subsequent taxable years from
which a certificate is initially issued by the department of revenue.

(2) An owner, transferee or assignee desiring to make a transfer, sale or assignment shail
submit to the commissioner a statement which describes the amount of tax credit for
which the transfer, sale or assignment of tax credit is eligible. The owner, transferee or
assignee shall provide to the commissioner such information as the commissioner may
require for the proper allocation of the credit. The commissioner shall provide to tth:
taxpayer a certificate of eligibility to transfer, sell or assign the tax credits. The
commissioner shall not issue a certificate to a taxpayer that has an outstanding tax
obligation with the commonwealth in connection with any motion picture for any prior
taxable year. A tax credit shall not be transferred, sold or assigned without a certificate.
{f) The total amount of tax credits provided under this subsection in connection with any
one production shall not exceed $8,000,000.

(g) The commissioner, in consultation with the secretary, shall promulgate regulations
necessary for the administration of this subsection.

SECTION 3. Scction 1 of chapter 64H of the General Laws, as appearing in the 2004
Official Edition, is hereby amended by inserting after the definition of “Mobile

telecommunications service™ the following 2 definitions:—




"Motion picture", a feature-length film, a video, a television series defined as a season not
to exceed 27 episodes, or a commercial made in the commonwealth, in whole or in part,
for theatrical or television viewing or as a television pilot. The term "motion picture"
shall not include a production featuring news, current events, weather and financial
market reports, talk show, game show, sporting events, awards show or other gala event,
a production whose sole purpose is fundraising, a long-form production that primari!y
markets a product or service, or a production containing obscene material or
performances.
"Motion picture production company”, a company including any subsidiaries engaged in
the business of producing motion pictures, videos, television series, or commercials’
intended for a theatrical release or for television viewing. The term “motion picture-
production company” shall not mean or include any company which is more than 25 per ,
cent owned, affiliated, or controlled, by any company or person which is in default on a
loan made by the commonwealth or a loan guaranteed by the commonwealth.
SECTION 4. Section 6 of chapter 64H of the General Laws, as so_appearing, is hereby
amended by adding the following paragraph:--

(ww) ail supplies, technical equipment and machinery used in conjunction
with the production of a motion picture, as defined in section 6 of chapter 62,
which would otherwise qualify for a credit as provided in said chapter 62 or
chapter 63; including, but not limited to, cameras:and camera accessories; film
stock; lights and lighting control systems; sound equipment; grip equipment;
video assist systems; fog machines; wind machines; generators used to operate

exempt equipment; dollies and cranes used to support exempt equipment;
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terminating boxes and extension cables used with exempt equipment; time code
equipment; VTR editing equipment; switches; and character generators.
SECTION 5. Section 7 of chapter 641 of the General Laws, as so appearing, is hereby
amended by adding the following subsection:--

(f) The sale of all supplies, technical equipment and machinery used in
conjunction with the production of a motion picture, as defined in section 6 of
chapter 62, which would otherwise qualify for a credit as provided in said chapter
62 or chapter 63; including, but not limited to, cameras and camera accessories;
film stock; lights and lighting control systems; sound equipment; grip equipment;
video assist systems; fog machines; wind machines; generators used to operate
exempt equipment; dollies and cranes used to support exempt equipment;
terminating boxes and extension cables used with exempt equipment; time code
equipment; VTR editing equipment; switches; and character generators.
SECTION 6. Notwithstanding any general or special law to the contrary, upon
application by a motion picture production company, the secretary of economic
development shall make a determination regarding the inclusion of the name
“Commonwealth of Massachusetts” in the credits of any motion picture filmed or
produced in the commonwealth.
SECTION 7. Notwithstanding any general or special law to the contrary, except for
extraordinary activities, a department or agency of the commonwealth shall not charge a
fee or other cost, except the actual costs incurred by the affected department or agency,
for the use of state-owned property for the purposes of making motion pictures. For the

purposes of this section, the term “extraordinary” shall mean an activity outside the




normal course of business of an agency or department of the commonwealth, including,

but not limited to, demolition or construction projects, or any combination thereof.
SECTION 8. Notwithstanding any general or special law to the contrary, the secretary of
economic development shall conduct an economic impact study of motion picture
production and development in the commonwealth and shall issue a report together with
any recommendations no later than December 31, 2009; provided, however, that the
secretary shall file annually by December 31 an economic report of all motion picture
production activity in the commonwealth that receives a tax credit certificate pursuant to
this act. The secretary shall file annually said report by December 31, with the clerk of
the senate and house of representatives, the house and senate committees on ways and
meauns and with the joint committee on economic development and emerging
technologies.

SECTION 9. The department of revenue shall, annualily, issue a report detailing the.
amount of tax credit certificates issued to taxpayers pursuant to this act and shall provide.
an estimate of the cost to the commonwealth of the tax credits contained in this act and
shall file the report by December 31 with the clerk of the senate and the house of
representatives, the house and senate committees 'on ways and means, the joint committee
on revenue and the joint committee on economic development and emerging
technologies.

SECTION 10. This act shall be effective for tax years beginning on or after November 1,
2005 and before January 1, 2011, but credits allowed pursuant to this act may be carned.

forward pursuant to sections 1 and 2 after January 1, 201).
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LOUISIANA

---Film production has become a cru(:lal source of
income for Louisiana, which in 2002 adopted
among the most aggressive tax incentives in the

Country. 4—7ms ;< WHAT WE MET CompeTE WiTH.

---The state has the best film tax credit program in the
country. Unlike other states, LOU|S|ana grants the tax credits
up front, in effect allowing producers to raise part of theur.
production costs.

The wild success of the film tax credit led the Legislature this
past year to limit the credits to actual in-state expenditures
but give an increase credit for h|r|ng Louisiana residents and
apply the credits to the constructlon of infrastructure such as
soundstages and post-production edltlng facilities.

---An estimated 20 movies will be shot in

the state (Louisiana) this year, with a direct
economic benefit

estimated at $125 million. (While the total budgets
of films shot in Louisiana is higher, not all of the
money is spent in the state.)

---In 2004, the state racked up an estimated $377 million in
film production.

---Louisiana's program created hundreds of new ]obs
and spawned $375 million in 2004 revenue for the
state from the making of films like "Ray" and "Mr..
3000." The revenue was up from $20 million before
the program.

77{(51’ ARE ([ pUSIANA FiGURES.
EVEN WiTH THE HURRICANE. THEY Aré™

!
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Discussion Points for Senate Consideration of House Bill 4252
(Referred to the Senate Committee on Ways and Medns on July 13, 2005)

AN ACT PROVIDING INCENTIVES TO THE MOTION PICTURE INDUSTRY

The House Ways and Means Committee Bill (H. 4252) was signed by Chairman Robert A
Deleo and passed on the floor July 12, 2005 (147-4). Modeled after 2 Louisiana Law, the
current la.nguage is closer to Louisiana than any other incentive legislation in the nation.

The Louisiana elements of the Massachusetts bill are critical to artracting the film production.,
revenue the State of Louisiana would have retzined pnor to Hurricane Katrma., especlally in the
transferability of the tax credits. Louisiana revenues since their bill passed in 2003 started from a
base of $24 million and reached $350 million in 2005. They were projected to approach $700
million in 2006 before the tragic natural disaster. L

State competition for Louisiana business increased recently with the passing of a Rhode Island
law and the head start they have with a top industry professional working for the Ocean 'State:
New Mexico, New York, Pennsylvania and other states are now competing for this busmess
however HL 4252 would give us an advantage over other states.

The Senate could improve the bill by making the waiver of sales and use tax for qualified
production expenses explicit in Section 2. The waiver is currently only implied in Section 4
(lines 24-31). An amendment could provide additional indemnification for the Commonwealth
by requiring insurance and a completion bond to ensure filmmakers finish their project as
promised,

We recommend avoiding amendments, bills, and budget language changes such as those offered
in the past by Senator Brian Lees which consistently attempt to place the phrase 'Massachusens
Film Bureau” back into the budget or legislation.

One such amendment in 2004 placed in the tourism section of the budget caused extensive
damage to the Commonwealth’s reputation and a significant loss of production expenditires asa
result of the confusion,

The Film Office location and oversight is correctly expressed in the budget under the Executive
Office of Economic Development and should not be changed.

Amendments or claims should have a policy basis. “Credit” for films yet to come to
Massachusetts should not be taken at face value as Hollywuod decision makers on Louisiana
based and other projects await your advice. We know that the Senate will be heard in this matter
and hope that these suggestions will assist in your deliberations.




DEBATE WILL FIRST COME ON YOUR MOTION TO LAY THE MATTER ON
THE TABLE.

IF YOU WOULD LIKE TO KEEP THE MATTER ON THE TABLE:
-THERE WILL MOST LIKELY BE DEBATE IN WHICH THE MINORITY

LEADER MAY ASK YOUR INTENT. MAXIMUM OF 10 MINUTES
DEBATE AND THEN A ROLL CALL ON YOUR MOTION TO LAY ON THE
TABLE.

- IFMOTION PREVAILS THEN THE':BILL WILL NOT BE TAKEN IfP.

| - IF IT IS DEFEATED THEN THE NEXT QUESTION WILL BE ON
| PASSING THE TIMILTY / CREEM AMENDMENT.

IF YOU WOULD LIKE TO WITHDRAV/ YOUR MOTION TO LAY THE
MATTER ON THE TABLE:

- MOTIFY THE PRESIDENT OF VOUR INTEMT BEFORE EESSICON
§

- WHEN THE SESSION MOVES INTO THE ORDERS OF THE DAY
(CALENDER). FIRST MATTER WII!.L BE YOUR MOTION.

- STAND IMMEDIATELY AND STATE:

“MR. PRESIDENT, I ASK UNANIMOUS CONSENT TO WITHDRAW MY
MOTION TO LAY THIS MATTER ON THE TABLE.”
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Floor Number: 311 Clerk Number: 549
RELATIVE TO ESTABLISHING A MASSACHUSETTS FILM OFFICE

Ms. Creem moved that the bill be amended, in Section 2, in item 7007-0300, by inserting
after the word "industries;" the following wording:- "prov1ded that the office shall-
establish a Massachusetts Film Office that shall be the primary service provider for, film
production and development in the commonwealth;" ADOPTED i

Floor Number: 332 Clerk Number: 588
MASSACHUSETTS FILM BUREAU

Mr. Creedon moved that the bill be amended, in Section 2, in item 7007-0900, by striking
out the following words:- "provided further, that not less than $5,000 shall be expended
for the Massachusetts Film Bureau and the agency shall be the primary service prov1der
for film production and development in the commonwealth;" REJECTED

Floor Number: 1 Clerk Number: 46

FILM TAX CREDIT

wmm&mm moved that the bill be amended, in Section

in item 1201-0100, by inserting at the end thereof the following:- "provided further,
that the department shall institute a tax credit for entities engaged in the production of
motion pictures; provided further, said tax credit shall be offered to only those entities
that produce motion pictures in the Commonwealth provided further, said tax credit shall:
include provisions to waive the sales tax on goods bought and used in the
Commonwealth; provided further, said tax credit shall be comparable to tax incentives
offered in other states; provided further, the comnussmner shall report to the house and
senate ways and means committees no later than September 15, 2005 on the status of the
implementation of the tax credit; provided further, said tax credit shall be effective ¢ on
January 1, 2006." RULED OUT OF ORDER

Floor Number: 3 Clerk Number: 47
FILM TAX CREDIT II

Messrs. Lees, Tisei, Tarr, Knapik and Brown moved that the bill be amended by
inserting, after Section ___, the following new section:- i

§ :
“SECTION __ . Chapter 64H of the General Laws, as appearing in the 2002 Official t
Edition, is hereby amended by inserting thereafter the following new chapter:- . }

Chapter 64H % . "




DEFINITIONS.

The following words and phrases when used in this section shall have the following
meanings unless the context clearly indicates otherwise:

“Department” shall mean The Department of Revenue of the Commonwealth.

“Film” The term includes a feature film, a television series and a television show of 15
minutes or more in length, intended for a national audience. The term does not include a
production featuring news, current events, weather and market reports, or public
programming, talk show, game show, sports event, awards show or other gala event, a
production that solicits funds, a production that primarily markets a product or service, a
production containing obscene material or performances as defined by law, or a
production primarily for private, industrial, corporate or institutional purposes. The

Massachusetts Film Bureau will establish specific guidelines together with a certification:

process that will guide the selection and evaluation of film and television projects that aré
eligible for the Film Production Tax Credit.

“Film Production Tax Credit” shall mean the credit provided under this Act for the;
production of the Film.

“Pass-Through Entity” shall mean a partnership taxable in the Commonwealth under
M.G.L. c. 62, Section 17 or an S-corporation taxable under M.G.L. c. 62, Section 17a.

“Massachusetts Production Expense” shall mean a production expense for the Filme
clearly and demonstrably incurred in the Commonwealth.

“Production Expense(s)” shall mean an expense incurred in the production of the Film.
Said term includes wages and salaries paid to individuals employed in the production of
the Film; the costs of construction, operations, edltmg, photography, sound
synchronization, lighting, wardrobe and accessories; and the cost of purchase or rental of
facilities and equipment. The term does not include expenses incurred in marketing‘or
advemsmg the Film.

“Qualified Film Production Expense(s)” shall mean a Massachusetts Production Expense
if at least 50% of the total production expenses of the Film are Massachusetts Production
Expenses.

“Qualified Tax Liability” shall mean the liability for taxes imposed on any natural person
or entity under M.G.L. ¢. 62 Or M.G.L. c. 63.

“Taxpayer” shall mean an entity engaged in the rnaklng of the Film, including but not

limited to any partnership or S-corporation. 1

CREDIT FOR QUALIFIED FILM PRODUCTION EXPENSES.

B B R e ]
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(A) General Rule.--A Taxpayer who incurs a Qualified Film Production Expense in a
taxable year shall be allocated a Film Production Tax Credit as provided in this Act.

(B) Amount of Film Production Tax Credit.--A Taxpayer shall receive a Film Production
Tax Credit for the taxable year in the amount of 20% of the Qualified Film Production
Expenses incurred in such year; provided, however, that the maximum amount of Eilm
Production Tax Credits allocable to all Taxpayers in all years with respect to the Film
shall not exceed the cumulative amount of $2 million.

CARRYOVER, CARRYBACK, REFUND ANDIASSIGNMENT OF CREDIT.

ol
(A) General Rule.--If a Taxpayer cannot use the entire amount of the Film Production *
Tax Credit for the taxable year in which the Fllm Productlon Tax Credit first becomes
available under Section 2 of this Act, then the excess may be carried over to succeedmg .
taxable years and used as a credit against the Qualified Tax Liability of the Taxpayer for|
those taxable years. Each time that the Film Production Tax Credit is carried over toa
succeeding taxable year, it shall be reduced by the amount that was used as a credit i
during the immediately preceding taxable year. The Film Production Tax Credit provided
by this Act may be carried over and applied to succeeding taxable years for no more than
five taxable years following the first taxable year for which the taxpayer was entitled to
claim the credit.

(B) No Carryback.--A Taxpayer is not entitled to carry back or obtain a refund of an
unused Film Production Tax Credit.

DETERMINATION OF QUALIFIED FILM PRQDUCTION

I
Expenses.--In determining which Production Expenses are considered Qualified Film

Production Expenses for purposes of computing the credit provided by this Act, the’
Department shall consider:

(1) The location where the services are performed.

(2) The residence or business location of the person or persons performing the service.

(3) The location where Qualified Film Production Expenses are consumed.

(4) Other factors established in regulations by the Department which are necessary for
determination.

TIME LIMITATIONS.

(A) Taxpayer is not entitled to a Film Production Tax Credit for Qualified Film
Production Expenses incurred in taxable years enEiing after December 31, 2006.

REGULATIONS.
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Ms. Creem and Mr. Timilty move that the bill (House 4252) be amended by striking out

all after the enacting clause and inserting the following new text:-

SECTION 1. Section 6 of chapter 62 of the General Laws, as appearing in the 2004
i

Official Edition, is hereby amended by adding the following snibsection:—
3

(D(1) As used in this subsection the following words shall, unless the context clearly

i
requires otherwise, have the following meanings:-

i
“Motion picture”, a feature-length film, video, television series; defined as a season not to
exceed 27 episodes, or a commercial made in the commonweaith, in whole or in part, for
theatrical or television viewing or as a television pilot. The term "motion picture” shall
not include a production featuring news, current events, weath;r and financial market
reports, talk show, game show, sporting events, awards show or other gala event, a
production whose sole purpose is fundraising, a long-form proc:uction that primarily
markets a product or service, a production containing obscene Irlnaterial or performances.
“Motion picture production company”, a company including any subsidiaries engaged in
the business of producing motion pictures, videos, television S(:e:ries, or commercials
intended for a theatrical release or for television viewing. The }:srm “motion picture
production company” shall not mean or include any company %hich is more than 25 per
cent owned, affiliated, or controlled, by any company or persorllI which is in default on a

1
loan made by the commonwealth or a loan guaranteed by the commonwealth.

“Massachusetts production expense”, a production expense for the motion picture clearly

and demonstrably incurred in the commonwealth.

wik e




“Principal photography”, the phase of production during which _the motion picture is .

actually filmed. The term shall not include preproduction or polstproduction. i
“Production expensge™ or “production cost”, preproduction, proguction and .
postproduction expenditures directly incurred in the p;oductioqiof a motion picture. Said i
term includes wages and salaries paid to individuals employed in the production of the

motion picture; the costs of set constructicn and operation, ediéihg and related services, .

i

photography, sound synchronization, lighting, wardrobe, makeaup and accessories; film
processing, transfer, sound mixing, special and visual effects; Ii!‘illSiC; location fees and

1 |

the cost of purchase or rental of facilities and equipment or any other production expense

o e

as may be determined by the department of revenue to be an elingible production expense,
%

The term shall not include costs incurred in marketing or advertising a motion picture,

1
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any costs related to the transfer of tax credits or any amounts paid to persons or g

businesses as a result of their participation in profits from the exploitation of the

production. .

“Secretary”, the secretary of economic development. o

L

, 1 Deleted: “Taxpayer™, an entity engaged

. . . . . . .~ | in the making of the fitm, includi
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For purposes of this subsection, the term "total aggregate payroll” shall not include the
salary of any employee whose salary is equal to or greater than'l$l,000,000.

(3) A taxpayer shall be allowed an additional credit against the :axes imposed by this
chapter equal to 25 per cent of all Massachusetts production ex;:enses where the motion
picture is also eligible for a credit pursuant to paragraph (2) and either Massachusetts
production expenses exceed 50 per cent of the total production jxpenses for a motion
picture or at least 50 per cent of the total principal photography::days of the film take

place in the commonwealth. '

{4) The tax credit shall be taken against the taxes imposed undé; this chapter and shall not
be refundable. Any amount of the tax credit that exceeds the ta;! due for a taxable year
may be carried forward by the taxpayer to any of the 5 sulisequ;!:nt taxable years.

{5)(i) All or any portion of tax credits issued in accordance witbl this subsection may be
transferred, sold or assigned to other film taxpayers with tax liabilities under this chapter
or chapter 63. Any tax credit that is transferred, sold or assigned and taken against taxes
imposed by this chapter or said chapter 63 shall not be refundable. Any amount of the tax
credit that exceeds the tax due for a taxable year may be carried: forward by the
transferee, buyer or assignee to any of the 5 subsequent taxable years from which a
certificate is initially issued by the department of revenue.

(ii) An owner or transferee desiring to make a transfer, sale or a;ssignment shall submit to
the commissioner a statement which describes the amount of ta:E( credit for which the

|
transfer, sale or assignment of tax credit is eligible. The owner or transferee shall provide
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allocation of the credit. The commissioner shall provide to the taxpayer a certificate of
eligibility to transfer, sell or assign the tax credits. The commissioner shall not issue a
certificate to a taxpayer that has an outstanding tax obligation with the commonwealth in

connection with any motion picture for any prior taxable year. A tax credit shall not be

transferred, sold or assigned without a certificate.

(7) The commissioner, in consultation with the secretary, shall promulgate regulations
necessary for the administration of the provisions of this subsection.

SECTION 2. Chapter 63 of the General Laws is hereby amend%:ld by inserting after
section 38S the following section:— '
Section 38T. (a) as used in this section the following words shall, unless the context II
clearly requires otherwise, have the following meanings:
“Commisstoner” the commissioner of revenue.

"Motion picture”, a feature-length film, a video, a television series defined as a season not i

to exceed 27 episodes, or a commercial made in the commonwe_,alth, in whole or in part,

for theatrical or television viewing or as a television pilot. The term "motion picture”

shall not include a production featuring news, current events, weather and financial

market reports, talk show, game show, sporting events, awards show or other gala event,
a production whose sole purpose is fundraising, a long-form prc.)duction that primarily
markets a product or service, a production containing obscene material or performances.
"Motion picture production company”, a company including its:subsidiaries engaged in

the business of producing motion pictures, videos, television series, or commercials




-

" J'Secretary”, the secretary of economic development.

intended for a theatrical release or for television viewing. The term “motion picture
production company” shall not mean or include any company v(:hich is more than 25 per
cent owned, affiliated, or controlled, by any company or person which is in default on a
loan made by the commonwealth or a loan guaranteed by the commonwealth.
“Massachusetts production expense”, a production expense for the motion picture clearly
and demonstrably incurred in the commonwealth.

“Principal photography”, the phase of production during which Ithe motion picture is

actually filmed. The term shall not include preproduction or po:stproduction.

1
“Production expense” or “production cost”, preproduction, production and

|
I
postproduction expenditures directly incurred in the productior:iof a motion picture. The

term shall include wages and salaries paid to individuals emp[o}ed in the production of
.

the motion picture; the costs of set construction and operation, 'éditing and related

E]
services, photography, sound synchronization, lighting, wardrobe, make-up and

accessories; film processing, transfer, sound mixing, special and visual effects; music;
1
location fees and the cost of purchase or rental of facilities andiequipment or any other

production expense as may be determined by the department of revenue to be an eligible
)
production expense. The term shall not include costs incurred iln marketing or advertising

i
a motion picture, any costs related to the transfer of tax credits or any amounts paid to

persons or businesses as a result of their participation in p_rof'ltsI from the exploitation of

the production.

Deleted: “Resident”, (1) a natural !
person domiciled in the alth,
or (2) a natural person who is not

domiciled in the wealth but who
maintains a permanent place of abode in
the commanwealth and spends in the
aggregate ote than 183 days of the
taxable year in the commonwealth, f
including days spent partially inand .
partially out of the commonwealth. 1 1

Deleted: “Taxpayer”, an entity engaged
in the making of the film, inchudinga *
person, finn, partnership or other entity
subject to the income tax imposed by the

provisions of this chapter or chapter 62.
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(b) A taxpayer engaged in the making of a motion picture shall be allowed a credit

against the taxes imposed by this chapter for the employment of persons within the

commonwealth in connection with the filming or production of;l or more motion pictures

in the commonwealth within any consecutive 12-month period!-The credit shall be equal
. . 1 Deleted: residents of the
to 15 per cent of the total aggregate payroll for persons employed by a motion picture -~ Lsommonvealth

¢

- "‘“[Deleted:

production company when total production costs incurred in the commonwealth Jess than .- [ &eﬂm_ equal or exceed $250,000 but |
: -

’,—{Deleted:lo

, 1 Deleted: residents of the

aggregate payroll for,persons employed by the production company whentotal ________ - -
o 5 _{Deleted: 10 . )
production costs incurred in the commonwealth equal or exceed $3,000,000 during the e e o
i e f
taxable year. For purposes of this subsection, the term "total aggregate payroll” shall not - .

include the salary of any employee whose salary is equal to or greater than $1,000,000.

I fl
{c) A taxpayer shall be allowed an additional credit against the’%axes imposed by this \

fazx o

chapter equal to 25 per cent of all Massachusetts production expenses where the motion }L
|
picture is also eligible for a credit pursuant to subsection (b) an:i either Massachusetts

production expenses exceed 50 per cent of the total production expenses for a motion

ST =y
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picture or at least 50 per cent of the total principal photography days of the film take

place in the commonwealth. .

(d) The tax credit shall be taken against the taxes imposed unde'r this chapter and shall not .

be refundable. Any amount of the tax credit that exceeds the ta)i due for a taxable year

may be carried forward by the taxpayer to any of the 5 subseql.f::nt taxable years.

{e)(1) All or any portion of tax credits issued in accordance Wi;:l the provisions of this
|

section may be transferred, sold or assigned to other taxpayers with tax liabilities under
i

[t ]
this chapter or chapter 62. Any tax credit that is transferred, sold or assigned and taken .
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against taxes imposed by this chapter or said chapter 62 shall not be refundable. Any

amount of the tax credit that exceeds the tax due for a taxable year may be carried

forward by the transferee, buyer or assignee to any of the 5 sub?equent taxable years from

which a certificate is initially issued by the department of revenue.

(2) An owner, transferge or assignee desiring to make a transfer, sale or assignment shall

submit to the commissioner a statement which describes the amount of tax credit for

which the transfer, sale or assignment of tax credit is eligible. 'I;hc owner, transferee or
1

assignee shall provide to the commissioner such information a:i'the commissioner may
1

require for the proper allocation of the credit. The commissionér shall provide to the

taxpayer a certificate of eligibility to transfer, sell or assign the tax credits. The
' |
commissioner shall not issue a certificate to a taxpayer that has an outstanding tax
1
obligation with the commonwealth in connection with any moti_on picture for any prior

taxable year. A tax credit shall not be transferred, sold or assigned without a certificate.

(f) The total amount of tax credits provided under this subsection in connection with any

(g) The commissioner, in consultation with the secretary, shall promulgate regulations
necessafy for the administration of this subsection.

SECTION 3. Section-1 of chapter 64H of the General Laws, as appearing in the 2004
Official Edition, is hereby amended by inserting after the definition of “Mobile

telecommunications service” the following 2 definitions:—

"Motion picture”, a feature-length film, a video, a television sell;ies defined as a season not

to exceed 27 episodes, or a commercial made in the commonwealth, in whole or in part,

for theatrical or television viewing or as a television pilot. The term "motion picture”

e
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shall not include a production featuring news, current events, w.eather and financial
market reports, talk show, game show, sporting events, awards show or other gala event,
a production whose sole purpose is fundraising, a long-form préduction that primarily
markets a product or service, or a production containing obscer;lle material or
performances. .

"Motion picture production company”, a company including aniy subsidiaries engaged in
the business of producing motion pictures, videos, television series, or comimercials
intended for a theatrical release or for television viewing. The term “motion picture
production company” shall not mean or include any company which is more than 25 per
cent owned, affiliated, or controlled, by any company or person which is in default on a

loan made by the commonwealth or a loan guaranteed by the commonwealth.

SECTION 4. Section 6 of chapter 64H of the General Laws. as appearing in the 2004
i

Official Edition, is hereby amended by adding the following pataeraph:--
el pdition, 13 hercby amenced by adding ine TollOWINg paragraph.-- = :

(ww} all supplies, technical equipment and machinery used in conjunction
I

with the production of a motion picture, as defined in section 6 of chapter 62,

1
which would otherwise qualify for a credit as provided in said chapter or chapter
!
63; including, but not limited to, cameras and camera accessories; film stock;
L
lights and lighting control systems: sound equipment; grip equipment; video assist

systems: fog machines; wind machines; generators used to opetate exempt
Systerns; fog machines:; wind machines; generators used to operate exempt 3

equipment: dollies and cranes used to support exempt eguigme}'it; terminating

boxes and extension cables used with exempt equipment; time ¢ode equipment;

VTR editing equipment; switches: and character generators.
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SECTION 5. Section 7 of Chapter 641 of the General Laws is hereby amended bv

adgljng at the end thereof the following new subsection;--

{f) The sale of all supplies, technical equipment and maléhinegx used in
|
conjunction with the production of a motion picture. as deﬁnedzin section 6 of
chapter 62, which would otherwise qualify for a credit as quyj_:ged in said chapter
or chapter 63; including, but not limited to, cameras and camerig accessories; film
|
stock: lights and liahting control svstems: sound equipment; grlip equipment;

video assist systems; fog machines; wind machines; generators used to operate

exempt equipment; dollies and cranes used to support exempt equipment;
- iB

terminating boxes and extension cables used with exempt equipment; time code

equipment; VTR editing equipment; switches: and character géfherators.

application by a motion picture production company, the secretary of economic
I
development shall make a determination regarding the inclusion of the name
Il
“Commonwealth of Massachusetts” in the credits of any motion picture filmed or

produced in the commonwealth.

SECTION Z, Notwithstanding any general or special law to the contrary, except for

extraordinary activities, a department or agency of the commonwealth shall not charge a

b
fee or other cost, except the actual costs incurred by the affected department or agency,

for the use of state-owned property for the purposes of making motion pictures. For the

purposes of this section, the term “extracrdinary™ shall mean an activity outside the

normal course of business of an agency or department of the commonwealth, including,

but not limited to, demolition or construction projects, or any combination thereof.
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; SECTION 8. Notwithstanding any general or special law to the'conlmry, the secretary of .-~
economic development shall conduct an economic impact study of motion picture

production and development in the commonwealth and shall issue a report together with

any recommendations no later than December 31, 2009; provic!i:d, however, that the

secretary shall file annually by December 31 an economic repor:'t of all motion picture

1

production attivity in the commonwealth that receives a tax créfdit certificate pursuant to

this act. The secretary shall file annually said report by December 31, with the clerk of

the senate and house of representatives, the house and senate committees on ways and

means and with the joint committee on economic development and emerging

technologies.

SECTION 3. The department of revenue shall, annually, issue a report detailing the .
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|
amount of tax credit certificates issued to taxpayers pursuant tq'this act and shall provide

an estimate of the cost to the commonwealth of the tax credits éomained in this Act and
i
shall file the report by December 31 with the clerk of the senate and the house of

representatives, the house and senate committees on ways and means, the joint committee .
i
on revenue and the joint committee on economic development and emerging

technologies.
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effect on December 31, 2010.
SECTION 10. Except as otherwise specified, this act shall be elffective for tax years
beginning on or after January 1, 2005 and before January 1, 20;1 1, but credits allowed
pursuant to this act may be carried forward pursuant to section% 1 and 2 after January 1,

2011. )
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