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Fiscal Note

Present law allows for the transfer of Motion Picture Production tax credits and requires a processing fee of up to $200 per tax credit.
Proposed law changes the fee from up to $200 per credit to a levy equal to 2% of the value of the credits being transferred. Proposed law
creates the LA Entertainment Development Fund and deposits revenues derived from the aforementioned fee into the fund. Proposed law
requires 75% of the fund to be allocated to the LA Dept. of Economic Development for education development initiatives, matching grants
for LA filmmakers, a loan guarantee program, and a deal closing fund. Proposed law allocates the remaining 25% of revenues in the fund
to the LA Dept. of Revenue for administrative expenses. Proposed law will be enacted in the event SB 254 is also enacted into law.

Proposed law creates the LA Entertainment Development Fund and allocates 75% of revenues deposited in the fund (See Revenue
Explanation) to the LA Dept. of Economic Development (LED) and the remaining 25% to the LA Dept. of Revenue (LDR). The proposed law
states that LDR may use the revenues for administrative expenses and that LED may use them for education development initiatives,
matching grants for LA filmmakers, a loan guarantee program, and a deal closing fund.

In addition, the LA Dept. of Treasury will incur SGF costs related to the creation of a new statutory dedication, including fund accounting,
financial reporting, banking and custodial functions. These costs are typically small for individual statutory dedications (likely to be several
thousands of dollars) and are typically absorbed within existing resources until cumulative additional dedications necessitate that increased
resources be provided. At the point additional resources are necessary, the Treasury reports it will require one additional T.O. position with
total personal services costs of approximately $71,000 as well as one-time costs associated with acquisition of office equipment at
approximately $2,450.

Proposed law will increase statutorily dedicated revenues for the LA Dept. of Economic Development and the LA Dept. of Revenue by an
indeterminable amount. The proposed law alters the transfer fee for Motion Picture Production tax credits (”credit”) from up to $200 to an
amount equal to 2% of the credit being transferred and deposits the fee revenue in the new, statutorily dedicated LA Entertainment
Development Fund. Furthermore, LDR currently retains fee revenue derived from the transfer of credits, classifying these revenues as SGR.
Because proposed law creates a new statutorily dedicated fund in which the fee revenue will now be deposited, this represents a de facto
decrease in SGR for LDR that is offset by the increase in statutorily dedicated revenues. Of the revenues derived from the transfer fees,
75% shall be allocated to LED and 25% shall be allocated to LDR. This represents new revenue for LED and an increase in revenues for
LDR. Furthermore, proposed law is contingent upon adoption of SB 254 into law, which sets credit transfer values at 85% of the credit
value for credits added to the LA Tax Credit Registry prior to January 1, 2018, and at 90% for projects applying for credits on or after July
1, 2017. Furthermore, SB 254 ends transfers between taxpayers on January 1, 2018.

While the revenue increase is indeterminable, to the extent credit transfer activity is in line with historical norms, the revenue increase is
likely to be significant. For reference, in FY 15, approximately $476.5 M in credits were transferred between taxpayers or from a taxpayer
to the state. Applying the 2% fee assessment on 85% of the value of $476.5 M in credits would yield approximately $8.10 M in revenues to
be allocated to LED ($6.08 M based upon 75% of revenues) and LDR ($2.02 M based upon 25% of revenues). The $2.02 M allocation of
revenues for LDR would be an increase of approximately $1.40 M, as the department reports actual collections of $694,200 in FY 15
associated with transfer fees. (See Revenue Explanation cont. on Page 2)
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(See Revenue Explanation cont. from Page 1) The revenue increase associated with proposed law is indeterminable, but likely
significant based upon historical transfers. The increase is dependent upon credit transfer activity and the value of the credits being
transferred, which may be subject to different transfer rates depending on when credits are applied for.

Furthermore, proposed law allows for applications of credit transfers filed prior to July 1, 2017, to be subject to the current fee of up to
$200. To the extent this causes increased credit transfer activity prior to the July 1, 2017, revenue increases may be less than anticipated.
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