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SRS 02E-1073 REENGROSSED

First Extraordinary Session, 2002

SENATE BILL NO. 108 (SUBSTITUTE FOR SENATE BILL NO. 86 BY
SENATORS DARDENNE, BARHAM AND
HOLLIS)

BY SENATORS DARDENNE, BARHAM, HOLLIS, IRONS AND
SCHEDLER

TAX/TAXATION. Changes the Motion Picture Investment Tax Credit.
(7/1102)

AN ACT
To amend and reenact R.S. 47:6007, relative to the motion picture investor tax
credit; to provide for definitions; to provide for productions eligible for
the credit and the amount of such credit; and to provide for related
matters.
Be it enacted by the Legislature of Louisiana:
Section 1. R.S. 47:6007 is hereby amended and reenacted to read as
follows:
86007. Motion picture investor tax credit
A. Purpose. The primary objective of this Section is to
encourage development in Louisiana of a strongaldpase for motion
picture film, videotape, and television program productions, in order to
achieve a more independent, self-supporting industry. This objective
is divided into immediate and long-term objectives as follows:
(1) Immediate objectives are to:
(a) Attract private investment for the production of motion
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pictures, videotape productions, and television programs which contain
substantial Louisiana content as defined herein.

(b) Develop a tax infrastructure which encourages private
investment. This infrastructure will provide for state participation in
the form of tax credits to effset encour age investment basetossesfor
in state-certified productions.

(c) Develop a tax infrastructure utilizing tax credits which
encourage investments in multiple state-certified production projects.

(2) Long-term objectives areto:

(& Encourage increased employment opportunities within this
sector and increased competition with other states in fully developing
economic development options within the film and video industry.

(b) Encourage new education curricula in order to provide a
labor force trained in all aspects of film production.

B. Definitions. For the purposes of this Section:

2 (1) "Base investment” shall mean eighty-five percent of the

funds actually invested and expended within the state in a

state-certified production.

4) (2) "Headquartered in Louisiana’ shall mean a corporation

incorporated in Louisiana or_a partnership, limited liability company,

or other business entity domiciled and headquartered in L ouisiana
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for the purpose of producing nationally distributed motion pictures of

(3) " Mation picture' meansa nationally distributed feature-

length film, video, television series, or commercial made in

L ouisiana, in whole or in part for theatrical or television viewing or

asateevison pilot. Theterm " motion picture’ shall not include the

production of television cover age of news and athletic events.

AH(4) "Motion picture production company” shall mean a

company engaged in the business of producing nationally distributed

motion pictures

televison—viewing as defined in this Section. Motion picture

production company shall not mean or include any company owned,

affiliated, or controlled, in whole or in part, by any company or

person which is in default on a loan made by the state or a loan

guar anteed by the state, not with any company or person who has

ever declared bankruptcy under which an obligation of the company

or_person to pay or repay public funds or monies was dischar ged as
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a part of such bankruptcy.

26)(5) "State-certified production” shall mean a production

approved by the eemmission-aneHiedtenant-governoer Louisiana Film

and Video Commission and the Department of Economic
Development produced by a motion picture production company
domiciled and headquartered in Louisiana which eontains substantiat
todisanacontent-and has signed a distribution agreement with either
a major theatrical exhibitor, television network, or cable television

programme.

C. Investment toss tax credit; specific projects. (1) Thereis

hereby authorized a tax credit against state income tax for taxpayers
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domiciled in the state of Louisiana. The tax credit shall be earned by

investors at the time of such investment in such state-certified

productions and calculated as a percentage of the thvestor—+tess

investment according to the total base investment dollars certified per
project.
(a) If total base investment is greater than twe-mittton three

hundred thousand dollars and less than or equal to ten one million

dollars, the each taxpayer shall be allowed a tax credit of fifty ten

percent of the actual investortoss investment made by that taxpayer .

(b) If the total base investment is greater than ten one million

taxpayer shall be allowed atax credit of sixty fifteen percent of the

nvestortoss investment made by that taxpayer .

(2) Intheevent that the entire credit cannot be used in the year

earned, the—credit-may—be any remaining credit may be carried

forward and applied against income tax liabilities for the subsequent
ten years.

(3) Application of the credit.

(a) All entitiestaxed as corporationsfor L ouisana income tax

pur poses shall claim any credit allowed under this Section on their

cor por ation income tax return.

(b) Individuals shall claim any credit allowed under this

Section on their individual income tax return.
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(c) Entities not taxed as cor porations shall claim any credit

allowed under this Section on the returns of the partners or

member s as follows:

(i) Corporate partners or member s shall claim their share of

the credit on their corporation income tax returns.

(ii) Individual partnersor membersshall claim their share of

the credit on their individual income tax r eturns.

(iii) Partners or members that are estates or trusts shall

claim theair share of the credit on their fiduciary income tax returns.

ED. Cetification and administration. (1) The ettenant

governor secretary of the Department of Economic Development and

commission shall determine through the promulgation of rules what

proj ects eontain-substantia- ot sranacontent qualify accor ding to this
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substantial--oudtstana-content. Prior to adoption, these rules shall be

approved by the House Committee on Ways and Means; and the Senate

Committee on Revenue and Fiscal Affairs-theHouse-Committee-on

(2) Certification shall be submitted to investors and to the
secretary of the Department of Revenue.
(3) The secretary of the Department of Revenue, in consultation

with the hedtenant-governor Department of Economic Development

and the director of the Louisiana Film Commission, shall promulgate
such rules and regulations as are necessary to carry out the intent and
purposes of this Section in accordance with the general guidelines
provided herein.

(4) Any taxpayer applying for the credit shall be required to
reimburse the Department of Revenue for any audits required in

relation to granting the credit.

FE. Recapture of credits. (1) If,during-anytaxable-pertod

and the Department of Economic Development find that funds for

which an investor received credits according to this Section are not

invested in and expended with respect to a state-certified production

within twenty-four months of the date that such credits ar e ear ned,

then the investor’s state income tax for such taxable period shall be
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increased by such amount necessary for the recapture of credit

provided by this Section.

F. Recovery of credits by Department of Revenue. (1) Credits

previously granted to a taxpayer, but later disallowed, may be

recover ed by the secretary of the Department of Revenue thr ough

any collection remedy authorized by R.S. 47:1561 and initiated

within three vears from December 31 of the yvear in which the

twenty-four month investment period specified in R.S. 47:6007(E).

(2) The only interest that may be assessed and collected on

recover ed creditsisinterest at arate three per centage points above

therate provided in C.C. Art. 2924(B)(1), which shall be computed

from the original due date of the return on which the credit was

taken.

(3) The provisions of this Subsection are in addition to and

shall not limit the authority of the secretary of the Department of

Revenue to assess or to collect under any other provision of law.

G. The provisions of this Section shall be effective until

January 1, 2007.
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Section 2. This Act shall become effective on July 1, 2002; if vetoed by
the governor and subsequently approved by the legislature, this Act shall
become effective on July 1, 2002, or on the day following such approval by

the legislature, whichever is later.

The original instrument was prepared by Riley Boudreaux. The
following digest, which does not constitute a part of the
legislative instrument, was prepared by Peggy Russell.

Dardenne (SB 108) DIGEST

Proposed law provides a definition of "motion picture production company*
eligible for the credit to require that their productions be for "national
distribution" and includes companies engaged in the business of producing
videos and television series. However, excludes any company owned,
affiliated, or controlled, in whole or in part, by any company or person which
isin default on aloan made by the state or aloan guaranteed by the state, not
with any company or person who has ever declared bankruptcy under which
an obligation of the company or person to pay or repay public funds or monies
was discharged as a part of such bankruptcy.

Proposed law defines "motion picture” as a "nationally distributed” feature-
length film, video, television series, or commercial made in Louisiana, in
whole or in part for theatrical or televison viewing or as atelevision pilot. The
term "motion picture" does not include the production of television coverage
of news and athletic events.

Proposed law retains the requirement in present law that a production
company have asigned distribution agreement, but eliminates the requirement
that a production have "substantial Louisiana content” in order to be certified
and deletes the "point system" required to be established by the commission
for such content-certification.

Present law grants an income tax credit calculated as a percentage of "investor

Page 9 of 12
CODING: Words in struek-throtgh are deletions from existing law;
words under scor ed and boldfaced are additions.




SRS 02E-1073 REENGROSSED
SB No. 108

loss', that is the difference between:

Eighty-five percent of the funds actually invested and expended in the
state in a qualifying production,

less

Revenues actually or constructively received by an investor for his
investment in such production.

Proposed law grants the credit as a percentage of the "investment according to
thetota" of the "base investment”, defined the same as above (that is, 85% of
the funds actualy invested and expended in the state in a qualifying
production). The credit is "earned” at the time of investment.

Present law grants the credit as follows: If total "base investment" is greater
than $2 million and less than or equal to $10 million, the tax credit is 10% of
"investor loss"; if greater than $10 million and less than or equa to $25
million, 60%; and if greater than $25 million, 67%. For a taxpayer
participating in multiple projects, a credit of 70% of the investment loss may
be applied againgt profit generated by a profitable qualifying production, with
a 10 year carry-forward.

Proposed law grants only the credit as follows: If total "base investment" is
greater than $300,000 and less than or equal to $1 million, atax credit of 10%
of the "actual investment”; if greater than $1 million, 15% of the "investment."

Proposed law retains the 10 year carry-forward in present law.
Proposed law establishes procedures for application of the credit as follows:

1 Entities taxed as corporations shall claim the credit on their corporation
income tax return.

2. Individuas shall clam the credit on their individual income tax return.

3. Entities not taxed as corporations shall claim the credit on the returns
of the partners or members as follows:

a Corporate partners or members shall claim on their corporation
income tax returns.

b. Individual partners or members shall claim on their individual
income tax returns.
C. Partners or members that are estates or trusts shall claim on their

fiduciary income tax returns.

Proposed law replaces the lieutenant governor with the secretary of DED as
the authority who, along with the Louisiana Film and Video Commission,
certifies the production for the credit and promulgates the rules and regul ations
for the program.

Proposed law requires "recapture of credits" if the commission and DED
"find" that funds for which an investor received credits are not invested in and
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expended with respect to a state-certified production within 24 months of the
date that such credits are earned. In that case, the investor’s state income tax
for "such taxable period" is increased by such amount necessary for the
recapture of the credit.

Proposed law removes the House Committee on Municipal, Parochial and
Cultura Affairs, and the Senate Committee on Commerce and Consumer
Protection as oversight committees.

Proposed law provides for the recovery of credits by the Department of
Revenue under the following conditions:

1 The department may recover any credits granted to a taxpayer and later
disallowed through any statutorily authorized assessment and collection
remedy procedure under the provisions of R.S. 47:1561 and initiated
within 3 years from 12/31 of the year within the 24-month period by
which the investor is statutorily required to invest and expend funds for
which he has received credits.

2. Interest on recovered credits may be assessed and collected at arate of
3% above the rates of judicial interest statutorily authorized under the
provisions of R.S. 13:4202 through reference of the provisions of C.C.
Art. 2924(B)(1).

3. The authority of the secretary of the department to statutorily assess
and collect shall not be limited by any provisions of this authorization
for recovery of credits.

Effective July 1, 2002.

The provision shall be effective until January 1, 2007.

(Amends R.S. 47:6007)

Summary of Amendments Adopted by Senate

Senate Floor Amendments to engrossed bill.

1 Adds the following provisions relative to the recover of credits
by the department of Revenue:

a The department may recover any credits granted to a
taxpayer and later disallowed through any statutorily
authorized assessment and collection procedure under
R.S. 47:1561 and initiated within 3 years from 12/31 of
the year within the 24-month investment period by which
the investor is statutorily required to invest and expend
funds for which he has received credits.

b. Interest on recovered credits may be assessed and
collected at a rate of 3% above the rates of judicial
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interest statutorily authorized under the provisions of
R.S. 13:4202 through reference of the provisions of C.C.
Art. 2924(B)(1).

The gtatutory authority of the secretary of the department
to assess and collect shal not be limited by any
provisions of this authorization for recovery of credits.

2. Adds the following provisions for the application of credits:

a

Entities taxed as corporation - credit to be claimed on
corporation income tax return.

Individuals - credit to be claimed on individual income
tax return.

Entities not taxed as corporations - credit to be claimed
on returns of the partners or members as follows:

I Corporate partners or members - credit to be
claimed on their corporation income tax returns.

Ii. Individual partners or members - credit to be
claimed on their individual income tax returns.

iii. Partners of members that are estate or trusts -
credit to be claimed on their fiduciary income tax
returns.

3. Provides that provisions for the tax credit shall terminate on
January 1, 2007.
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