Fl ori da Senate - 2006 CS for CS for SB 2110

By the Committees on Governnent Efficiency Appropriations;
Commerce and Consumer Services; and Senators Saunders and

Cri st

593- 2406- 06
1 A Dbill to be entitled
2 An act relating to entertai nment industry
3 econoni ¢ devel opnent; amending s. 212.08, F.S.
4 provi ding for an entertai nment industry credit
5 of sales and use taxes paid on qualified
6 expenditures; providing criteria, requirenents,
7 procedures, and limtations on the credit;
8 provi ding for uses of the credit; providing
9 duties and responsibilities of the Ofice of
10 Fil mand Entertai nment and the Departnment of
11 Revenue; authorizing the Ofice of Tourism
12 Trade, and Econonic Devel opnent to adopt rul es;
13 providing for liability for fraudul ent credit
14 applications; anmending s. 213.053, F.S.
15 aut horizing the Departnent of Revenue to
16 provi de certain tax credit and tax refund
17 information to the Office of Film and
18 Entertai nment and the O fice of Tourism Trade,
19 and Econonic Devel opnent; anmending s. 220.02
20 F.S.; revising the order of priority list of
21 applicable credits against certain taxes;
22 creating s. 220.192, F.S.; providing for an
23 entertai nnent industry corporate inconme tax
24 credit of a percentage of certain qualified
25 expenditures; providing criteria, requirenents,
26 procedures, and limtations on the credit;
27 provi ding for uses and allocations of the
28 credit; authorizing the Ofice of Tourism
29 Trade, and Econonic Devel opnent to adopt rul es;
30 providing for liability for fraudul ent credit
31 applications; providing for use and
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1 carryforward of the credit; providing for

2 transfers of the credit; providing for

3 noncorporate distributions of tax credits;

4 authorizing the Departnent of Revenue to adopt

5 rul es; amending s. 288.1254, F.S.; revising the

6 entertai nnent industry financial incentive

7 programto provide corporate income tax and

8 sales and use tax credits to qualified

9 entertainment entities rather than

10 rei mbursenents from appropriations; revising

11 provisions relating to definitions, creation

12 and scope, application procedures, approva

13 process, eligibility, required docunents,

14 qual i fied productions, and annual reports;

15 providing criteria and limtations for awards

16 of tax credits; providing nmarketing

17 requirenents; requiring the Office of Tourism

18 Trade, and Econoni c Devel oprment and the

19 Department of Revenue to adopt rules; providing
20 liability for reinbursenent of certain costs
21 and fees associated with fraudul ent
22 applications; providing for future repeal
23 provi ding an effective date.
24
25| Be It Enacted by the Legislature of the State of Florida:
26
27 Section 1. Paragraph (r) is added to subsection (5) of
28| section 212.08, Florida Statutes, to read:
29 212.08 sSales, rental, use, consunption, distribution
30| and storage tax; specified exenptions.--The sale at retail
31| the rental, the use, the consunption, the distribution, and

2
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the storage to be used or consuned in this state of the
foll owing are hereby specifically exenpt fromthe tax inposed
by this chapter.

(5) EXEMPTI ONS; ACCOUNT OF USE. - -

(r) Entertainment industry tax credit; authorization

eligibility for credits.--

1. Bedinning July 1, 2006, a qualified production

conpany is eligible for tax credits of taxes paid on qualified

expenditures, as defined in s. 288.1254, as provided in this

par agr aph:
a. The credit shall be granted as a refund of sales

and use tax paid by a qualifying production conpany on

gualified expenditures in the fiscal year preceding the date

of application.

b. To be eligible to receive the credit, an applicant

nust be a qualified production conpany as defined in s.
288.1258(1)(b).

c. A qualified production conpany nmay not be awarded

nmore than $2 million in tax credits under this paragraph and

s. 220.192 per_vyear unless the production is a high-inpact

tel evision series, in which case the qualified production

shall be eligible for a maximumtax credit award of $3

nmllion. The tax credit avail able under this paragraph shal

be surrendered only in satisfaction of the tax owed by a

qual i fied production conpany under this chapter and only up to

the face ampunt of the credit. |If the qualified production

conpany cannot use the entire tax credit in the taxable year

in which the credit is approved, any excess nny be carried

over to a succeeding taxable vear. A tax credit granted under

this paragraph and applied agai nst taxes inposed under this

chapter may be carried forward only for a maxinumof 5 taxable
3
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years following the taxable year in which the credit was

approved. Five years after the date a credit is granted under

this paragraph, the credit expires and may not be used.

d. The aggregate anmpunt of tax credits all owed under

this paragraph and s. 220.192 in any state fiscal year is $25

nmillion. If the total ampunt of allocated tax credits applied

for in any state fiscal year exceeds the aggregate anmpunt of

tax credits authorized annually under this paragraph, such

excess shall be treated as having been applied for on the

first day of the next state fiscal year in which tax credits

remai n_available for allocation. However, no nore than an

aggregate amount of $30 million in tax credits shall be

al l ocated between July 1, 2006, and June 30, 2007. The

cumul ati ve ampunt _of credits which nmay be all ocated between

July 1, 2006, and June 30, 2009, mmy not exceed $75 million

At_such tine as $75 nmillion of tax credits have been

allocated, no additional tax credits nmay be all ocated.

€. The tax credits awarded under this paragraph nay be

used only by the qualified production conpany to whomthe

credits were awarded. Credits awarded under this paragraph may

not be sold, assigned, or otherwi se transferred, in whole or

in part.

2.a. To be eligible to receive the credit provided by

this paragraph, a qualified production conpany shall apply to

the Ofice of Filmand Entertai nnent prior to Septenber 1 of

each vear for a refund of sales and use taxes paid on

qualified expenditures in the preceding fiscal year

b. The Ofice of Filmand Entertai nnent shall devel op,

with the cooperation of the departnent, a standardi zed

application formfor use in applying for the credit.

4
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c. Upon receipt of an application, the Ofice of Film

and Entertai nnent _shall review the application and infornmation

and deternm ne whether or not the application is conplete

within 10 working days. An application shall not be considered

conpl ete unless the application includes copies of invoices

upon which Florida sales tax is separately stated, other proof

that Florida tax was paid on the purchase of the qualified

expendi tures, and other docunentation as required by the

departnent. The Ofice of Filmand Entertai nnment shall notify

the applicant within 15 cal endar days of any deficiencies in

the application. Upon receipt of a conpleted application, the

Ofice of Filmand Entertai nnent shall evaluate the

application for credit under this paragraph and issue an

approval or a denial to the applicant within an additional 15

cal endar _days. The O fice of Filmand Entertai nnent shal

provi de the departnent with a copy of each conpl eted

application that has been approved. Wthin 30 days after

receiving a copy of an approval, the departnent shall issue a

refund directly to the qualified production conpany in the

anmpunt _shown on the approval issued by the Ofice of Film and

Entertai nnent, notw thstanding the provisions of s. 215.26.

The provisions of s. 212.095 do not apply to this paragraph.

d. The O fice of Tourism Trade, and Econonic

Devel opnent _nay adopt rules pursuant to ss. 120.536(1) and

120.54 to inplenent this paradraph, including, but not linited

to, rules specifying requirements for the application and

approval process, records required for substantiation of

credit awards, and deterni nation of and gqualification for

credit awards.

3.a. Any applicant who subnits an application under

this paragraph which includes fraudulent information is |liable
5
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1| for reinbursenent of the reasonable costs and fees associ ated
2| with the review, processing, investigation, and prosecution of
3| the application.

4 b. An eligible entity or conpany that obtains a credit
5| paynment under this paragraph through a claimthat is

6| fraudulent is liable for reinbursenment of the credit anmount

7| paid plus a penalty in an anpunt double the credit paynment and
8| reinbursement of reasonable costs, which penalty is in

9| addition to any crinminal penalty to which the entity or

10| conpany is liable for the same acts, plus interest. The entity
11| or conpany is also liable for costs and fees incurred by the
12| state in investigating and prosecuting the fraudul ent claim
13 Section 2. Paragraph (k) of subsection (7) of section
14| 213.053, Florida Statutes, is amended, and paragraph (y) is

15| added to that subsection, to read:

16 213.053 Confidentiality and i nformation sharing.--

17 (7) Notwithstandi ng any ot her provision of this

18| section, the departnent may provide:

19 (k)1. Paynment information relative to chapters 199
20| 201, 212, 220, 221, and 624 to the Ofice of Tourism Trade,
21| and Econoni c Devel opnent, or its enployees or agents that are
22| identified in witing by the office to the departnent, in the
23| administration of the tax refund program for qualified defense
24| contractors authorized by s. 288.1045 and the tax refund
25| program for qualified target industry businesses authorized by
26| s. 288.106.
27 2. Information relative to tax credits taken by a
28| business under s. 220.191 and exenptions or tax refunds
29| received by a business under s. 212.08(5)(j) and (r) to the
30| Ofice of Tourism Trade, and Econom c Devel opnment, or its
31| enpl oyees or agents that are identified in witing by the

6
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office to the departnent, in the adm nistration and eval uati on
of the capital investnent tax credit program authorized in s.
220. 191 and the sem conductor, defense, and space tax
exenption program authorized in s. 212.08(5)(j).

(y) Information relative to tax credits taken under_s.

220.192 and tax refunds received by a business under_s.

212.08(5)(r) to the Ofice of Filmand Entertai nnent and the

Ofice of Tourism Trade, and Econoni c Devel opnent.

Di scl osure of information under this subsection shall be
pursuant to a witten agreenment between the executive director
and the agency. Such agencies, governnmental or

nongover nnental , shall be bound by the sanme requirenments of
confidentiality as the Departnment of Revenue. Breach of
confidentiality is a m sdeneanor of the first degree,

puni shabl e as provided by s. 775.082 or s. 775.083.

Section 3. Subsection (8) of section 220.02, Florida
Statutes, is anended to read:

220.02 Legislative intent.--

(8 It is the intent of the Legislature that credits
agai nst either the corporate income tax or the franchise tax
be applied in the followi ng order: those enunerated in s.
631.828, those enunerated in s. 220.191, those enunerated in
s. 220.181, those enunerated in s. 220.183, those enunerated
ins. 220.182, those enunerated in s. 220.1895, those
enunerated in s. 221.02, those enunerated in s. 220.184, those
enunerated in s. 220.186, those enunerated in s. 220.1845,
those enunerated in s. 220.19, those enunerated in s. 220. 185,
and those enunerated in s. 220.187,_ and those enunerated under

s. 220.192.

7
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Section 4. Section 220.192, Florida Statutes, is
created to read

220.192 Entertainnent industry tax credit;

aut hori zation; eligibility for credits.--
(1) TAX CREDITS; ELIGBILITY; AWARD
ALLOCATI ON. --Beginning July 1, 2006, a qualified production

conpany is eligible for tax credits in the ampunt of 15

percent of qualified expenditures, as defined in s. 288.1254.

(a) The credit shall be granted against the tax

i nposed and owi ng under this chapter by a qualifying

production conpany for the taxable year in which the

application was granted.

(b) To be eligible to receive the credit, an applicant

nust be a qualified production conpany as defined in s.
288.1258(1)(b).

(c) A qualified production conpany nmay not be awar ded

nmore than a total of $2 nmillion in tax credits under this

section and s. 212.08 per year unless the production is a

hi gh-i npact television series, in which case the production

shall be eligible for a maxinumtotal tax credit award of $3

mllion. The tax credit available under this section shall be

surrendered only in satisfaction of the tax owed under this

chapter by a qualified production conpany under this chapter

and only up to the face ampunt of the credit. If the qualified

production conpany cannot use the entire tax credit in the

taxabl e yvear in which the credit is approved, any excess nmy

be carried over to a succeeding taxable year. A tax credit

grant ed under this section and applied against taxes inposed

under _this chapter may be carried forward for only a maxinum

of 5 taxable years following the taxable year in which the

credit was approved. Five years after the date a credit is
8
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1| granted under this section, the credit expires and nmay not be
2| used.

3 (d) The aggregate ampunt of tax credits allowed under
4| this section and s. 212.08(5)(r) in any state fiscal year is
5|$25 million. If the total ampunt of allocated tax credits

6| applied for in any state fiscal year exceeds the aggregate

7| amount of tax credits authorized annually under this sSection
8| such excess shall be treated as having been applied for on the
9| first day of the next state fiscal year in which tax credits
10| remnin available for allocation. However, no nore than an

11| aggregate ampunt of $30 million in tax credits shall be

12| allocated between July 1, 2006, and June 30, 2007. The

13| cunul ative anobunt of credits which may be all ocated between
14| July 1, 2006, and June 30, 2009, may not exceed $75 mllion
15| At such time as $75 million of tax credits have been

16| allocated, no additional tax credits may be allocated.

17 (2) RULES.--The Oifice of Tourism Trade, and Economc
18| Devel opnent mey adopt rules pursuant to ss. 120.536(1) and

19| 120.54 to inplenment this section, including, but not linmted
20| to, rules specifying requirenents for the application and

21| approval process, records required for substantiation of

22| credit awards, and deternination of and qualification for

23| credit awards.

24 (3) FRAUDULENT CLAIMS. --

25 (a) Any applicant who subnits an application under

26| this section which includes fraudulent information is liable
27| for reinbursenent of the reasonable costs and fees associated
28| with the review, processing, investigation, and prosecution of
29| the application

30 (b) An eligible entity or conpany that obtains a

31| credit payment under this section through a claimthat is

9
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fraudulent is liable for reinbursenent of the credit anpunt

paid plus a penalty in an ampunt double the credit paynent and

rei nbursenent of reasonable costs, which penalty is in

addition to any crinmnal penalty to which the entity or

conpany is liable for the sane acts, plus interest. The entity

or _conpany is also liable for costs and fees incurred by the

state in investigating and prosecuting the fraudul ent claim
(4) USE OF TAX CREDI T; CARRYFORWARD. - - The tax credit

avail abl e under this section shall be surrendered only in

satisfaction of the tax owed by a qualified producti on conpany

under this chapter and only up to the face ampunt of the

credit. If the qualified production conpany cannot use the

entire tax credit in the taxable year in which the credit is

approved, any excess nmay be carried over to a succeedi ng

taxabl e vear. A tax credit granted under this section and

appli ed against taxes inposed under this chapter may be

carried forward only for a maxinum of 5 taxable years

follow ng the taxable year in which the credit was approved.

Five vears after the date a credit is granted under this

section, the credit expires and nay not be used.
(5) TRANSFER OF TAX CREDITS. --Upon application to and

approval by the Departnent of Revenue, a qualified production

conpany may sell, in whole or in part, a tax credit granted

under_this section. The sale or assignnent of any anmpunt of

the tax credit shall not be exchanged for consideration

received by the gualified production conpany of |less than 85

percent of the transferred ampunt of tax credit. The qualified

production conpany nust transfer at |east 10 percent of the

remai ning credits to each purchaser and nmay not conduct npbre

than three transfers. The purchaser of the tax credit granted

under s. 288.1254 shall use the tax credit in the state fisca
10
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1| year the tax credit is acquired fromthe qualified production
2| conpany and otherwise may carry the tax credit over subject to
3| the same |limtations on tax credit usage as the qualified

4| production conpany awarded the tax credit. The purchaser of

5[ the tax credit may not sell or otherwi se transfer the tax

6| credit. The Departnment of Revenue nmmy adopt rules pursuant to
7| ss. 120.536(1) and 120.54 to administer this subsection

8 (6) NONCORPORATE DI STRIBUTI ONS OF TAX CREDITS. --A

9| qualified production conpany that is not a corporation as

10| defined in s. 220.03 shall elect to nmake an application to the
11| Departnent of Revenue to distribute tax credits awarded under
12| this section to its partners or nmenbers in proportion to the
13| respective distributive share of such partners' or nenbers

14| incone or loss in the taxable fiscal year in which such tax

15| credits were approved. A tax credit granted under this section
16| and applied against taxes inmposed under this chapter may be

17| carried forward only for a maxinmumof 5 taxable years

18| following the state fiscal year in which the credit was

19| approved.

20 (7) USE OF TAX CREDITS.--A qualified production

21| conpany may use the tax credit against the tax liability

22| inposed under this chapter, in whole or in part, or against

23| the sales tax paid on qualified expenditures as defined in s.
24| 288.1254.

25 (8) AGGREGATE TAX CREDIT AVAILABLE. - - The aggregate

26| amount of tax credits allowed under this section in any state
27| fiscal year is $25 million. If the total ampunt of allocated
28| tax credits applied for in any state fiscal year exceeds the
29| aggregate anpbunt of tax credits authorized annually under this
30| section, such excess shall be treated as having been applied
31| for on the first day of the next state fiscal year in which

11
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1| tax credits remain available for allocation. However, no nore
2| than an aggregate anmpunt of $30 million in tax credits granted
3| under this section or s. 212.08(5)(r) shall be allocated

4| between July 1, 2006, and June 30, 2007. The cunul ative anmount
5| of credits that may be allocated between July 1, 2006, and

6| June 30, 2009, mmy not exceed $75 million. At such tine as $75
7| million of tax credits granted under this section or s.

8| 212.08(5)(r) have been allocated, no additional tax credits

9| shall be allocated.

10 (9) RULES. --The Departnent of Revenue may adopt rules
11| pursuant to ss. 120.536(1) and 120.54 to administer the

12| provisions of this section, including rules governing the

13| manner and form of documentation required to claimtax credits
14| granted or transferred under this section, and may establish
15| guidelines as to the requirenents for an affirmati ve show ng
16| of qualification for tax credits granted or transferred under
17| this section.

18 Section 5. Section 288.1254, Florida Statutes, is

19| amended to read:
20 288. 1254 Entertai nment industry financial incentive
21| program creation; purpose; definitions; application
22| procedure; approval process; reirburserent eligibility;
23| subnission of required docunentation; recomendations for
24| credit award paywent; policies and procedures; fraudul ent
25| claims. --
26 (1) CREATI ON AND PURPOSE OF PROGRAM - - Subjeet—te
27| speeifie—apprepriation— There is created within the Ofice of
28| Filmand Entertainnent an entertai nnent industry financia
29| incentive program The purpose of this programis to encourage
30| the use of this state as a site for film ng and devel opi ng and
31
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sustaining the workforce and infrastructure previeing

proeduetieon—serviees for filnmed entertai nment.
(2) DEFINITIONS.--As used in this section, the term

(a) "Filnmed entertainnent" neans a theatrical or
direct-to-video notion picture, a nmade-for-television notion

picture tel eproducti on, a comercial, a music video, an

i ndustrial or educational film a pronotional video or film a

docunentary film a television pilot, a television special, a

presentation for a television pilot, a television series,
including, but not linted to, a drama, a reality, a conedy, a
soap opera, a telenovela, a ganme show, and a miniseries
production, or a digital-nedia-effects production by the
entertai nnent industry to be sold or displayed in an

el ectroni ¢ nmedi um__excl udi ng news shows and sporting events.

As used in this paragraph, the term"notion picture" nmeans a
notion picture nade on or by film tape, or otherw se and
produced by neans of a notion picture canera, electronic
camera or device, tape device, any conbination of the
foregoi ng, or any other neans, nethod, or device now used or
whi ch may hereafter be adopted. As used in this paragraph, the
term"digital-nedia-effects" neans visual elenents created
through the nodification of already existing or newly created
visual elenments for film video, or animated nedia through the

use of digital 2D/ 3D animati on or painting, notion capture, or
conpositing technol ogi es. Fer—purpeses—ef—this—seetien—the

(b) "High-inpact television series" neans a production

created to run nultiple production seasons with an esti mated

order of at | east seven epi sodes per season and qualified

expenditures of at |east $625,000 per episode.
13
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1 (c)éby "Production costs" neans the costs of reals

2| tangi bl e~ and intangi ble property used and services perforned
3| primarily or customarily in the production, including

4| preproduction and postproduction, of qualified filnmed

5| entertai nment. Production costs generally include, but are not
6 limted to:

7 1. Wages, salaries, or other conpensation, including
8| ampunts paid through payroll service conpanies, for technica
9| and production crews, directors, producers, and perforners whe
10| are—+estdents—et—this—state.

11 2. Expenditures for sound stages, backlots, production
12| editing, digital effects, sound recordings, sets, and set

13| construction.

14 3. Expenditures for rental equipnment, including, but
15| not limted to, cameras and grip or electrical equipnment.

16 4. Expenditures for neals, travel, and accommdati onss
17| anrd—goods—used—inproducingfitredentertainmert—that—is

18| leoecated—and—deoingbusiness—inthisstate.

19 5. Expenditures for goods and services used in

20| producing filnmed entertai nnent.

21 (d) > "Qualified expenditures" neans production costs
22| incurred in this state within the current state fiscal year

23| for goods purchased or |leased from or services provided by

24| purehasedi—teased—er—enployedtromaresident—ofthis—state
25| e a vendor or supplier who is located and doi ng business in
26| this state or paynments to residents of this state in the form
27| of salary, wages, or other conpensation, but excludi ng wages,
28| salaries, or other conpensation paid to the two highest-paid
29| residents of this state participating in the qualified

30| producti on enployees.

31
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1 (e)te "Qualified production" nmeans fil ned

2| entertainment that pmeets or exceeds mininumqualified sakes

3| expenditures required in this state for the total or partia

4| production of filnmed entertai nnent. Productions that are

5| deenmed by the Ofice of Filmand Entertainnent to contain

6| obscene content, as defined by the United States Suprene

7| Court, are not qualified productions. Alse—a—preductionis

8| not—a—quatifiedproductionifit+isdetermnedthatthe first
9| day—ef—principal—photography inthisstateoceurredon—or

10| beforethedateofsubmttingits—apptecationtothe Ofice-of
11| Fmanrd—Ertertalnrent—er—prior—to—ecertifeationbythe ffiee
12| ef—TFourtsm—Frade—and—Economc—Developrent—

13 (f)fe)r "Qualified production conpany relecation

14| prejeet” neans a corporation, linmted liability conpany,

15| partnership, eerperate—headguarters— or other | egal prvate

16| entity engaged in the production of filmed entertainment that

22 (3) APPLI CATI ON PROCEDURE; APPROVAL PRCCESS. - -
23 (a) Any conpany engaged in this state in producing
24| filnmed entertainnent may subnit an application to the Ofice

N
o

of Filmand Entertai nment for the purpose of deternining

N
»

qualification for an award of credits against the taxes by the

N
~

sales tax paid on qualified expenditures as defined in s.

N
(o]

288. 1254 and the corporate incone tax inposed by chapter 220

receipt—ef—reirburserent—providedinthis——seetion. The office

nmust be provided information required to deternine if the

w W N
= O ©

production is a qualified production and to determ ne the
15
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1| qualified expenditures, production costs, and other

2| information necessary for the office to deternine beth

3| eligibility for the tax credit anrd-tevel—eofreinburserent.

4 (b) A-digitalredia—effectscorpanyinthe statewhieh
5| furnishes—digital—mraterial—tofitredentertabnrent—may—submt
6 : : : :

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24 | eemm-ssion—in—determnring—aguaifications—forrelnburserent—and
25| eenptianece—

26 1l.2— The Ofice of Filmand Entertai nnent shal

27| devel op a standardi zed application formfor use in gualifying
28| an applicant as appreving a qualified producti on—a—equatified
29 i i aAy—era HRg—Rder—paragrap
30 - - . The application formfor
31| qualifying an applicant as a qualified production nust

16
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1| include, but need not be limted to, production-rel ated

2| information on enpl oynent, proposed total production budgets,
3| planned expenditures in this state whichareintendedfor—use
4| exetustvrely—as—an—ihtegral—part—ef—preproduction—produetion
5| er—pestprodueti-on—activities—engaged—prirarby—inthisstate,
6| and a signed affirmation fromthe applicant oSfece—eofFtmand
7| Entertalnrent that the information on the application form has
8| been verified and is correct. The application formshall be

9| distributed to applicants by the Ofice of Filmand

10| Entertai nment or |ocal film conm ssions.

11 2.3~ Wthin 10 business days after receipt of an

12| application, the Ofice of Filmand Entertainnment shall review
13| the application to determne if the application contains al

14| the information required by this subsection and neets the

15| criteria set out in this section. The office shall qualify al
16| applications that contain the informati on and neet the

17| criteria set out in this section as eligible to receive a tax
18| credit or shall notify the applicant that the requirenents for
19| gualification have not been net. If the application is

20| qualified, the office shall recommrend to the Office of

21| Tourism Trade, and Econom c Devel opnent approval of the

22| maxi mum anount of the tax credit to be awarded. FheOfiece—of
23| FH-mand—Entertabnrrent—mist—eorpleteitsreviewof——each

24 | appH-eation—within5—days—afterreeceipt—ofthecorpleted

25| appH-eatieon—ineluding—at—required—information—and—it—must
26 | retify—the—apptcant—of itsdetermnatiorwthin—10-business
27| days—after—reeceipt—ofthecorpletedapptcationandrequired
28| inAferrmatien—

29 3.4~ Wthin 10 business days after receiving notice
30| fromthe Office of Filmand Entertainment of qualification of
31| an applicant as a qualified production and a reconmmended

17
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1| approval of the maxi mum anmpunt of tax credit to be awarded,

2| the Ofice of Tourism Trade, and Economi c Devel opnent shal

3| certify the maximumtax credit award, if any. The

4| certification shall be transnmitted to the applicant and to the
5| executive director of the Departnent of Revenue. The applicant
6| shall be responsible for forwarding a certified application to
7| the Departnment of Revenue. Upen—determnation—that—alt

8

9

10

11

12

13

14

15 4.5~ The Ofice of Filmand Entertai nment shall deny
16| an application if the office + determ nes that:

17 a. The application is not conplete or does not neet

18| the requirenents of this section; or

19 b. The tax credit ampunt reirburserenrt sought does not
20| neet the requirenents of this section fer—suchrelrburserent.
21 (4) CREDI T REHVBURSEMENF ELI G BILITY; SUBM SSI ON OF
22| REQUI RED DOCUMENTATI ON; APPLI CATI ON RECOMVENBAH-ONS FOR
23| TRANSFER PAYAVENF. - -
24 (a) Tax credit award.--A production of filned
25| entertainnment that is qualified by the Ofice of Film and
26| Entertainment and is certified by the Office of Tourism
27| Trade, and Econom c Devel oprment is eligible for corporate tax
28| credits granted pursuant to s. 220.192 and credits agai nst
29| sales tax paid on qualified expenditures pursuant to s.
30| 212.08(5)(r) in an anmpbunt equal a—+eiwburserent—ef—up to 15
31| percent of its qualified gualfyinrg expenditures,

18
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(b) Production spanning 2 state fiscal years.--A

qual ified production that starts in one state fiscal year and

finishes in the next state fiscal year shall have al

qual ified expenditures fromboth state fiscal years certified

for the latter state fiscal year. This requirenent does not

apply to the commercials and nusic video gueue described in

subpar agraph (d) 3.

(c) Adgaregate tax credit available.--The aggregate

ampunt _of tax credits allowed under this section in any state

fiscal vear is $25 million. If the total ampunt of allocated

tax credits applied for in any state fiscal year exceeds the

aggregate ampunt of tax credits authorized annually under this

section, such excess shall be treated as havi ng been applied

for on the first day of the next state fiscal year in which

tax credits renmnin available for allocation. However, no nore

t han _an aggregate ampunt of $30 nmillion in tax credits dranted
pursuant to this section and ss. 212.08(5)(r) and 220.192
shall be allocated between July 1, 2006, and June 30, 2007.

The cunul ative ampunt of credits which may be all ocated

between July 1, 2006, and June 30, 2009, may not exceed $75

mllion. At such tinme as $75 million of tax credits granted

pursuant to this section and ss. 212.08(5)(r) and 220.192 have

been all ocated, no additional tax credits may be allocated +#

19
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1 (d) Filned entertai nment queues.--Tax credits awarded
2| Payrents under this section in a state fiscal year shall be
3| made to qualified productions according to a production's

4| principal photography start date, for those qualified

5| productions having entered into the first queue as cited in
6| subparagraph 1. or the second queue cited in subparagraph 2.
7] within the first 2 weeks after the queue's opening. All other
8| qualified productions entering into either queue after the

9| initial 2-week openings shall be on a first-cone, first-served
10

11

12

13

14

15

16

17

18

19

20

21

22

23

24| reirburserenrt—i—theyhave net—started prineipal—phoetegraphy
25| by—thetimethe funds—beecore—avaitable.

26 1. Film television, and episodic queue.--Theatrica
27| or direct-to-video notion pictures, made-for-television

28| novi es, eemrereials—musie—videss— industrial and educationa
29| filns, pronotional videos or films, docunmentary fil ns,

30| television specials, television series, including, but not
31| Limited to, nminiseries and tel enovelas, and

20
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digital -nmedi a-effects productions by the entertai nment
i ndustry to be sold or displayed in an el ectronic nmedi um which

denpnstrate a mni mum of $625,000 in total qualified

expenditures for the entire run of the project, which, for a

tel evision series, neans a season even if the season i s not

conpleted in the sane state fiscal year in which principa

phot ogr aphy began, shall have their own separate queue

established, and such queue shall have dedicated to it 60

percent of all available tax credits in any state fiscal year

for which this section applies. The maxi num tax credit award

that may be made fromthis queue for any single production is

$2 nmillion unless the production is a high-inpact television

series, in which case the production shall be eligible for a

maxi mumtax credit award of $3 million, provided such

production neets the other criteria of this section. On March

1 of each year, the remnining tax credits within this queue

shall be nmerged into a general queue and may be used for other

pur poses of this section as determ ned by the Ofice of Film

and Entertai nnent. A television series, including, but not

limted to, a qualified high-inpact television series, is not

eligible for a tax credit award under this section after its

fifth production season in this state. A qualified high-inpact

television series shall be allowed first position in this

queue for its first five production seasons in this state if

the application is received by the Ofice of Film and

Entertainnent within the first 2 weeks after the queue's

openi ng. A qualified high-inpact television series nust file

an_application for each state fiscal year in which it is

eligible to receive the credit, unless otherw se provided in

this section efthe stateineentive—rpRey.

21
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1 2. Television pilot gueue.--Television pilots and+-

2| presentations for television pilots for television series

3| intended to be shot in this state and—e+r—telewvision——sertess

4 ; ; ; ; ;

5

6| the—entertalnrent—industryto—be sold or displayed in an

7| el ectronic medium which denpnstrate a mni num of $625,000 in

8| total qualified expenditures for the pilot episode or

9| presentation shall have their own separate queue established,
10| and such queue shall have dedicated to it 20 48 percent of al
11| available tax credits in any given state fiscal year for which
12| this section applies. The maxinumtax credit award that nmay be
13| made fromthis queue for any single pilot episode or

14| presentation is $2 million. On March 1 of each year, the

15| remnining tax credits within this queue shall be nmerged into a
16| general queue and nmay be used for other purposes of this

17| section as determned by the Office of Film and Entertai nment.
18 3. Commercials and nusic video queue.--Comercials and
19| nusic videos by the entertainnment industry to be sold or

20| displayed in an el ectronic nmedium which denpnstrate a m ni num
21| of $500,000 in conmbined total qualified expenditures froma

22| production conpany during the state fiscal year with a m ninum
23| of $75.000 in qualified expenditures for each production shal
24| have their own separate queue established. Such gueue shal

25| have dedicated to it 20 percent of available tax credits in

26| any qgiven state fiscal year for which this section applies.

27| The maximumtax credit award that may be nade fromthis gueue
28| for any single production conpany is $500,000 for a state

29| fiscal year. On April 1 of each year, the remnining tax

30| credits within this gueue shall be nerged into a general queue
31
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1| and may be used for other purposes of this section as

2| deternmined by the Office of Film and Entertai nnent.

3 (e) Loss of eligibility; reallocation of tax

4| credits.--1f a qualified production is not continued according
5[ to a reasonable schedule or the Office of Film and

6| Entertainnment is notified that a qualified production will no
7| lLonger be produced, the office shall withdraw the production's
8| eligibility for tax credits and reallocate the tax credits to
9| the next qualified productions already in the queue that have
10| yet to receive a full tax credit if such next qualified

11| productions have not started principal photography by the tine
12| the tax credits becone avail able.

13 (f) Verification of tax credit award.--The Ofice of

14| Film and Entertainment shall develop a process by which a

15| qualified production that has been certified by the Ofice of
16| Tourism Trade, and Econonic Devel opnent shall submit to the
17| Ofice of Filmand Entertainment, in a tinely manner after

18| production ends and after making all of its qualified

19| expenditures, verifying data to substantiate each qualified

20| expenditure. The Office of Filmand Entertainment shall report
21| to the Office of Tourism Trade, and Econom c Devel opnent the
22| final verified ampunt of actual qualified expenditures nade by
23| the qualified production. The O fice of Tourism Trade, and

24| Econonic Devel opnent shall then notify the executive director
25| of the Departnent of Revenue that the qualified production has
26| net all requirenments of the incentive program and shal

27| recommend the final anpunt of the tax credit ef—the—state

28| iheentive—roney.

29 —Adigital—redia—effects—corpany—inthe state—whiech
30| #+nishes—digital—material—tofiHredentertatnrent—ray—be

31| eH-giblefor—apayrent—in—anarpunt—hot—toexceed 5perecent—of
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1

2

3

4

5

6

7

8 (Q)fe)r Transfer of tax credits.--Upon application and
9| approval by the Departnent of Revenue, a qualified production
10| conpany may sell, in whole or in part, a tax credit granted
11| pursuant to this section and s. 220.192. The sale of any

12| ampunt of the tax credit shall not be exchanged for

13| consideration received by the qualified production conpany of
14| less than 85 percent of the transferred anount of tax credit.
15| The qualified production conmpany nust transfer at |least 10

16| percent of the remmnining credits to each purchaser and may not
17| conduct nmore than three transfers. The purchaser shal

18| surrender the tax credit in the state fiscal year acquired

19| fromthe qualified production conpany and otherwi se nmay carry
20| the tax credit over subject to the sane limtations on tax
21| credit usage as the qualified production conpany awarded the
22| tax credit. The purchaser may not sell or otherwi se transfer
23| the tax credit. The Departnent of Revenue may adopt rules
24| pursuant to ss. 120.536(1) and 120.54 to administer this
25| paragraph, as provided in paragraph (6)(b). A—guafied
26| releecatien—project—that—+ts—eertifiedbythe OHHee—ofF+t+mand
27
28
29
30
31
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1| theOoHee—ofFHt+mandEntertalnrent—tor—determnatien—of

2| eHgibiHty—of—clatmed bitHHinganddetermnation—oftheampunt
3| ef——payrent—Ffor—whichtheecorpany—is—eHgible-

4 (h) {8 Noncorporate distribution of tax credits.--A

5| qualified production conpany that is not a corporation as

6| defined in s. 220.03 shall elect to nmake an application to the
7| Departnment of Revenue as provided in paragraph (g) or

8| distribute tax credits awarded under this section to its

9| partners or nmenbers in proportion to the respective

10| distributive share of such partners' or nenbers' incone or

11| loss in the state fiscal year in which such tax credits were
12| approved. A tax credit granted under this section and applied
13| against taxes inposed under this chapter shall be carried

14| forward only for a meximum of 5 taxable years foll ow ng the

15| state fiscal year in which the credit was approved. The

16| Departnent of Revenue nmmy adopt rules pursuant to ss.

17| 120.536(1) and 120.54 to administer this paragraph, as

18| provided in paragraph (6)(b) —a—digital—redia—eifects—ecorpany-—
19 a—gual-ed+elocationprofe applyrg—fer—a—payrent—unde

NN
N

(i)fey Use of tax credits.--A qualified production

N
w

conpany nry use the tax credit against the tax liability

N
SN

i nposed under _s. 220.192, in whole or in part, or against the

N
o

sales tax paid under chapter 212 in whole or in part Fhe

W N N NN
o © o N o

w
e
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1 (5) MARKETI NG REQUI REMENTS. - - The Office of Film and

2| Entertainment shall ensure that appropriate nmarketing

3| materials, including, but not limted to, pronotions of this
4| state as a tourist or filming destination, are required, when
5| appropriate, to be included on any filnmed entertai nment as a
6| condition of receiving a tax credit under this section. The

7| Ofice of Filmand Entertainnent shall consult with

8| appropriate entities for the devel opnent and inplenmentation of
9| marketing materials.

10 (6) 65> RULES POLHCHESANDBPROCEBUYRES. - -

11 (a) The Ofice of Tourism Trade, and Econom c

12| Devel opment shall adopt rules pursuant to ss. 120.536(1) and
13| 120. 54 petieies—andprocedures to inplenment this section

14| including, but not limted to, rules specifying requirenents
15| for the application and approval process, records required for
16 | submssien—fer substantiation of credit awards fer

17| reiwburserent, and determ nation of and qualification for

18| credit awards, and marketing requirenents for credit

19| recipients reiwbursenrent.

20 (b) The Department of Revenue mmy adopt rules pursuant
21| to ss. 120.536(1) and 120.54 to adm nister the provisions of
22| this section, including rules governing the manner and form of
23| docunentation required to claimtax credits granted or

24| transferred under this section, and may establish guidelines
25| as to the requisites for an affirmati ve show ng of

26| qualification for tax credits granted or transferred under

27| this section.

28 (7) 66> FRAUDULENT CLAI MS. - -

29 (a) Any applicant who subnits an application under

30| this section which includes fraudulent information is liable
31

26
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1| for reinbursenent of the reasonable costs and fees associ ated
2| with the review, processing, investigation, and prosecution.
3 (b) An eligible entity or conpany that obtains a

4| credit payrert under this section through a claimthat it

5 knows is fraudulent is liable for reinbursement of the credit
6| ameunrt—paid plus a penalty in an anount double the credit

7| payrent and rei nbursenent of reasonable costs, which penalty
8| is in addition to any crimnal penalty to which the entity or
9| company is liable for the sane acts, plus interest. The entity
10| or conpany is also liable for costs and fees incurred by the
11| state in investigating and prosecuting the fraudul ent claim
12 (8) A ANNUAL REPORT.--The O fice of Film and

13| Entertainnent shall provide an annual report for the previous
14| state fiscal year, due October 1, to the Governor, the

15| President of the Senate, and the Speaker of the House of

16| Representatives outlining the return on investnent to the

17| state on tax credits awarded funrds—expended pursuant to this
18| section.

19 (9) REPEAL.--This section is repealed July 1, 2009.

20 Section 6. This act shall take effect July 1, 2006
21

22

23

24

25

26

27

28

29

30

31
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1 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE SUBSTI TUTE FOR
2 CS/SB 2110
3
4| The Conmittee Substitute restructured and clarified the
c Entertai nment |Industry Financial Incentive Program as foll ows:
1 Returns the Entertainment Industry Financial |Incentive
6 Programto its original location in ch. 288 of the
statutes and creates sections in chs. 212 and 220
7 regarding the administration of the tax credits.
8| 2. Reduces the length of the program from ei ght years to
9 three years.
3. Reduces the total anmpunt of credits allotted over the
10 life of the programfrom $200 mllion to $75 mllion
11| 4 Clarifies that only the corporate incone tax credits may
12 be transferred.
5. Renoves the requirenent that a qualified production
13 conmpany nust exhaust all of its tax liability before
selling or transferring any of its tax credits, in whole
14 or in part.
15| 6 Al lows tax credits applied toward the sales and use tax
16 to be carried forward up to five years.
7. Limts the nunber of sales or transfers per qualified
17 film production to three.
18| 8 Requires that a transfer of credits nust be for at |east
ten percent of the total credit value of the qualified
19 film production.
20| 9 Makes the sales and use tax refund a once per taxable
01 year program (instead of a nonthly filing procedure).
10. Cdarifies that there is no tine limt to when a credit
22 can be transferred, although the credit is only valid for
five years.
23
11. Allows the Departnent of Revenue, the O fice of Tourism
24 Trade, and Econoni c Devel opment and the Office of Film
Entertai nment to share information regarding the
25 Ent ertai nnent | ndustry Financial |ncentive Program
26
27
28
29
30
31

28
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