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P.L. 2005, CHAPTER 345, approved January 12, 2006
Senate, No. 2533 (Second Reprint)

AN AcT providing acredit under the corporation business tax and the
gross income tax for certain film production expenses incurred in
New Jersey, *providing for the transfer of such tax credits under a
tax credit certificate transfer program.* and supplementing chapter
4 of Title 54A of the New Jersey Statutes and P.L.1945, c.162
(C.54:10A-1 et seq.).

BE IT ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. a. A taxpayer *, upon application to the Director of the Division
of Taxation in the Department of the Treasury and the New Jersey
Economic Development Authority.* shall be allowed a credit against
the tax imposed pursuant to section 5 of P.L.1945, ¢.162 (C.54:10A-
5), in an amount equal to 20 percent of the qualified film production
expenses *[paid by]of' the taxpayer during a privilege period
‘commencing after the effective date of P.L. , c. (pending before
the Legislature as this bill),* provided that *(1)* at least 60 percent of
the total production expenses *[paid by]. exclusive of post-
production costs, of* the taxpayer *[are]will be* incurred for services
performed and goods used or consumed in New Jersey *, and (2)
principal photography of the film commenceswithin 150 days after the
approval of the application for the credit*.

b. The amount of the credit applied under this section against the
tax imposed pursuant to section 5 of P.L.1945, ¢.162, for aprivilege
period, when taken together with any other credits allowed against the
tax imposed pursuant to section 5 of P.L.1945, ¢.162, shall not exceed
50 percent of the tax liability otherwise due and shall not reduce the
tax liability to an amount less than the statutory minimum provided in
subsection (e) of section 5 of P.L.1945, ¢.162. The priority in which
credits allowed pursuant to this section and any other credits shall be
taken shall be as determined by the Director of the Division of
Taxation. The amount of the credit otherwise allowable under this
section which cannot be applied for the privilege period due to the
limitations of this subsection or under other provisions of P.L.1945,
c.162 may be carried over, if necessary, to the seven privilege periods
following the privilege period for which the credit was allowed.

c. A taxpayer may, with an application for a credit provided for

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is not
enacted and isintended to be omitted in the law.

Matter underlined thusis new matter.

Matter enclosed in super script numerals has been adopted asfollows:
1 Senate SBA committee amendments adopted December 5, 2005.

2 Senate floor amendments adopted December 8, 2005.
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in subsection a. of this section, apply to the director and the excutive
director of the authority for a tax credit transfer certificate in lieu of
the taxpayer being allowed any amount of the credit against the tax
liability of the taxpayer. The director and the executive director of the
authority may consult with the New Jersey Motion Picture and
Television Development Commission in consideration of any
application for approval of atax credit or tax credit transfer certificate
under this section. The tax credit transfer certificate, upon receipt
thereof by the taxpayer from the director and the authority, may be
sold or assigned., in full or in part, to any other taxpayer that may have
a tax liability under P.L..1945, ¢.162 or N.J.S.54A:1-1 et seq., in
exchange for private financial assistance to be provided by the
purchaser or assignee to the taxpayer that has applied for and been
granted the credit. The certificate provided to the taxpayer shall
include a statement waiving the taxpayer's right to claim that amount
of the credit against the tax imposed pursuant to section 5 of
P.L.1945, c.162 (C.54:10A-5) that the taxpayer has elected to sell or
assign. The sale or assignment of any amount of atax credit transfer
certificate allowed under this section shall not be exchanged for
consideration received by the taxpayer of less than 75% of the
transferred credit amount. Any amount of a tax credit transfer
certificate used by a purchaser or assignee against atax liability under
P.L.1945, ¢.162 shall be subject to the same limitations and conditions
that apply to the use of a credit pursuant to subsection b. of this
section. Any amount of atax credit transfer certificate obtained by a
purchaser or assignee under this section may be applied against the
purchaser's or assignee's tax liability under N.J.S.54A:1-1 et seq. and
shall be subject to the same limitations and conditions that apply to the
use of acredit pursuant to section2 of (P.L. ,c. (pending before
the L egislature as this bill).

d.' Asused in this section:

"Film" means afeature film, atelevision series or atelevision show
of 15 minutes or more in length, intended for a national audience.
"Film" shall not include a production featuring news, current events,
weather and market reports or public programming, talk show, game
show, sports event, award show or other gala event, a production that
solicits funds, a production containing obscene material as defined
under N.J.S.2C:34-2 and N.J.S.2C:34-3, or a production primarily for
private, industrial, corporate or institutional purposes.

"Qualified film production expenses' means an expense incurred in
"New Jersey for' the production of afilm *including post-production
costs incurred in New Jersey®. Qualified film production expenses
shall include but shall not be limited to wages and salaries of
individuals employed in the production of a film on which the tax
imposed by "New Jersey Gross Income Tax Act,” N.J.S.54A:1-1 et
seg. has been paid or are due; the costs of construction, operations,
editing, photography, sound synchronization, lighting, wardrobe and




© 00 NO Ol WDN P

A D W W WWWWOWWWWDNDNDDNDNDNDNMNNMNDNDNNMNNMNYRPERPPRPEPEPERPEPRPRPRPLR
P O ©O 00 NO Ol WNPFP O OWOWONO O PMWDNMNPOOOWLONOO OO WDNLPEO

GR&ES

A b
~N O

S2533 [2R]
3

accessories and the cost of rental of facilities and equipment. Qualified
film production expenses shall not include expenses incurred in
marketing or advertising a film.

"Total production expenses' means costs for services performed
and tangible personal property used or consumed in the production of
afilm.

" Post-production costs' means the costs of the phase of production
that follows principal photography, in which raw footage is cut and
assembled into afinished film with sound synchronization and visual
effects.”

'[d.] &' The Director of the 'Division of Taxation in the
Department of the Treasury, in consultation with the New Jersey
Motion Picture and Television Development Commission *and the
New Jersey Economic Development Authority®, shall adopt rulesin
accordance with the "Administrative Procedure Act," P.L.1968, ¢.410
(C.52:14B-1 et seq.), as are necessary to implement this act including
examples of qualified film production expenses *and the procedures
and forms to apply for a credit and for a tax credit transfer certificate
necessary for ataxpayer to sell or assign an amount of tax credit under
this section®. The value of credits % including tax credits allowed
through the granting of tax credit transfer certificates,* approved by
the *[division] director and the authority® pursuant to this section and
pursuant to section2of PL. ,c. (C. ) (now pending before
the Legislature as this bill) shall not exceed a *cumulative* total of
$10,000,000 in any fiscal year *to apply against the tax imposed
pursuant to section 5 of P.L..1945, ¢.162 (C.54:10A-5), and the tax
imposed pursuant to the "New Jersey Gross Income Tax Act,”
N.J.S.54A:1-1 et seq.. If the cumulative total amount of credits and
tax_credit transfer certificates allowed to taxpayers for privilege
periods or taxable years commencing during a single fiscal year under
thissectionand section2of P.L. ,c. (C. ) (pending before the
L egislature as this bill) exceeds the amount of credits available in that
year, then taxpayers who have first applied for and have not been
allowed a credit or tax credit transfer certificate amount for that
reason shall be allowed, in the order in which they have submitted an
application, the amount of tax credit or certficate on the first day of
the next succeeding fiscal year in which tax credits and tax credit
transfer certificates under this section and section 2 of P.L. , c.
(C. ) are not in excess of the amount of credits available*. The
Executive Director of the New Jersey *[Motion Picture and Television
Development Commission] Economic Development Authority®, in
conjunction with the Director of the Division of Taxation shall
prepare and submit a report to the Governor and the Legislature on
the effectiveness of the credit as an incentive for encouraging film
productions to locate in New Jersey which shall be completed before
the third taxable year or privilege period in which a credit may be
claimed.




© 00 ~NO O WDN P

A D W W WWWWWWWWNDNDNDNDNDNDNMDDNMNDNMNMNMNRPEPPRPEPEPERPEPRPRPPRERLR
P O ©W 0O NO O PSR WNPOOONOOOD WONPEPOOONO OO WDNPE O

G RES

A b
~N O

S2533 [2R]
4

2. a. A taxpayer *, upon application to the Director of the Division
of Taxation in the Department of the Treasury and the New Jersey
Economic Development Authority.*shall be allowed a credit against
the tax otherwise due for the taxable year under the "New Jersey
Gross Income Tax Act,"” N.J.S.54A:1-1 et seg., in an amount equal to
20 percent of the qualified film production expenses *[paid by] of* the
taxpayer during ataxable year *commencing after the effective date of
P.L. .c. (pending before the L egislature as this bill),* provided
that *(1)" at least 60 percent of the total production expenses *[paid
by]. exclusive of post-production costs. of* the taxpayer *[are] will
be' incurred for services performed and goods used or consumed in
New Jersey *, and (2) principal photography of the film commences
within 150 days after the approval of the application for the credit®.

b. ?[The amount of the credits applied under this section for a
taxable year, when taken together with any other credits allowed
against the tax imposed pursuant to N.J.S.54A:1-1 et seq., shall not
exceed 50 percent of the liability otherwise due for the taxable year.
The priority in which credits allowed pursuant to this section and any
other credits shall be taken shall be as determined by the Director of
the Division of Taxation. The amount of the credit otherwise
allowable under this section which cannot be applied for the taxable
year due to the limitations of this subsection may be carried over, if
necessary, to the seven taxable years following the taxable year for
which the credit was allowed.] The amount of the credit allowed
pursuant to this section shall be applied against the tax otherwise due
under N.J.S.54A:1-1 et seq. after all other credits and payments. If the
credit exceeds the amount of tax otherwise due, that amount of excess
shall be an overpayment for the purposes of N.J.S.54A:9-7.2

c. A taxpayer may. with an application for a credit provided for in
subsection a. of this section, apply to the director and the executive
director of the authority for atax credit transfer certificate in lieu of
the taxpayer being allowed any amount of the credit against the tax
liability of the taxpayer. The director and the executive director of the
authority may consult with the New Jersey Motion Picture and
Television Development Commission in_consideration of any
application for approval of atax credit or tax credit transfer certificate
under this section. The tax credit transfer certificate, upon receipt
thereof by the taxpayer from the director and the authority, may be
sold or assigned., in full or in part, to any other taxpayer that may have
a tax liability under N.J.S.54A:1-1 et seq. or P.L.1945, c.162
(C.54:10A-1 et seq., in exchange for private financial assistance to be
provided by the purchaser or assignee to the taxpayer that has applied
for and been granted the credit. The certificate provided to the
taxpayer shall include a statement waiving the taxpayer'sright to claim
that amount of the credit against the tax imposed pursuant to
N.J.S.54A:1-1 et seq., that the taxpayer has elected to sell or assign.
The sale or assignment of any amount of a tax credit transfer
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certificate allowed under this section shall not be exchanged for
consideration received by the taxpayer of less than 75% of the
transferred credit amount. Any amount of a tax credit transfer
certificate used by a purchaser or assignee against a tax liability under
N.J.S.54A:1-1 et seq., shall be subject to the same limitations and
conditions that apply to the use of a credit pursuant to subsection b.
of this section. Any amount of atax credit transfer certificate obtained
by a purchaser or assignee under this section may be applied against
the purchaser's or assignee's tax liability under P.L..1945, c.162 and
shall be subject to the same limitations and conditions that apply to the
use of a credit pursuant to section1of P.L. ,c. (pending before
the Legislature as this bill).

d.! A partnership shall not be allowed a credit under this section
directly, but the amount of credit *or tax credit transfer certificate* of
a taxpayer in respect of a distributive share of partnership income
under the "New Jersey Gross Income Tax Act,” N.J.S.54A:1-1 et seq.,
shall be determined by allocating to the taxpayer that proportion of the
credit *or certificate* acquired by the partnership that is equal to the
taxpayer's share, whether or not distributed, of the total distributive
income or gain of the partnership for its taxable year ending within or
with the taxpayer's taxable year. For the purposes of subsection b. of
this section, the amount of tax liability that would be otherwise due of
ataxpayer isthat proportion of the total liability of the taxpayer that
the taxpayer's share of the partnership income or gain included in gross
income bears to the total gross income of the taxpayer. *The
provisions of subsection c. of this section shall apply to the amount of
any credit or certificate of ataxpayer in respect of a distributive share
of partnership income.*

'[d.] e* Asused in this section:

"Film" means afeature film, atelevision series or atelevision show
of 15 minutes or more in length, intended for a national audience.
Film shall not include a production featuring news, current events,
weather and market reports or public programming, talk show, game
show, sports event, award show or other gala event, a production that
solicits funds, a production containing obscene material as defined in
N.J.S.2C:34-2 and N.J.S.2C:34-3, or a production primarily for
private, industrial, corporate or institutional purposes.

"Qualified film production expenses' means an expense incurred in
"New Jersey for' the production of afilm *including post-production
costs incurred in New Jersey*. Qualified film production expenses
shall include but shall not be limited to wages and salaries of
individuals employed in the production of a film on which the tax
imposed by "New Jersey Gross Income Tax Act,” N.J.S.54A:1-1 et
seg. has been paid or are due; the costs of construction, operations,
editing, photography, sound synchronization, lighting, wardrobe and
accessories and the cost of rental of facilities and equipment.
Qualified film production expenses shall not include expensesincurred
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in marketing or advertising afilm.

I"Total production expenses' means costs for services performed
and tangible personal property used or consumed in the production of
afilm.

"Post production costs' means the costs of the phase of production
that follows principal photography, in which raw footage is cut and
assembled into afinished film with sound synchronization and visual
effects.

[e] f.* The 'Director of the' Division of Taxation in the
Department of the Treasury, in consultation with the New Jersey
Motion Picture and Television Development Commission *and the
New Jersey Economic Development Authority* , shall adopt rulesin
accordance with the "Administrative Procedure Act," P.L.1968, ¢c.410
(C.52:14B-1 et seq.), asare necessary to implement this act including
examples of qualified film production expenses *and the procedures
and forms to apply for a credit and for a tax credit transfer certificate
necessary for ataxpayer to sell or assign an amount of tax credit under
this section*. The amount of credits *, including tax credits allowed
through the granting of tax credit transfer certificates.,* approved by
the *[division] director and the authority* pursuant to this section and
pursuant to section 1 of P.L. ,c. (C. ) (pending before the
Legislature as this bill) shall not exceed a *cumulative® total of
$10,000,000 in any fiscal year ‘to apply against the tax imposed under
N.J.S.54A:1-1 et seq., and the tax imposed pursuant to section 5 of
P.L.1945, c.162 (C.54:10A-5)*. *If the cumulative total amount of
credits and tax credit transfer certificates allowed to taxpayers for
taxable years or privilege periods commencing during a single fiscal
year under thissectionand section1of P.L. .c. (C. ) (pending
before the Legislature as this bill) exceeds the amount of credits
available in that year, then taxpayers who have first applied for and
have not been allowed a credit or tax credit transfer certificate amount
for that reason shall be allowed, in the order in which they have
submitted an application, the amount of tax credit or certificate on the
first day of the next succeeding fiscal year in which tax credits and tax
transfer certificates under this section and section 1 are not in excess
of the amount of credits available.* The Executive Director of the New
Jersey *[Motion Picture and Television Development Commission]
Economic Development Authority®, in conjunction with the Director
of the Division of Taxation shall prepare and submit a report to the
Governor and the Legislature on the effectiveness of the credit as an
incentive for encouraging film productions to locate in New Jersey
which shall be completed before the third taxable year or privilege
period in which a credit may be claimed.

3. Thisact shall take effect immediately* and apply to qualified film
production expenses incurred on or after the date of enactment®, and
sections 1 and 2 shall apply respectively to privilege periods and




O© o ~NO OB~ WDN B

=
o

S2533 [2R]
7

taxable years beginning on and after *[January] July* 1, 2005 *[next
following enactment] and shall expire with privilege periods and
taxable years first commencing after *[December 31] July 1*, 2015.

Provides a credit under the corporation business tax and gross income
tax for film production expenses incurred in New Jersey and provides
for the transfer of those tax credits to other taxpayers.



SENATE, No. 2533

STATE OF NEW JERSEY
211th LEGISLATURE

INTRODUCED MAY 12, 2005

Sponsor ed by:

Senator JOHN H. ADLER
District 6 (Camden)

Senator JOSEPH V. DORIA, JR.
District 31 (Hudson)

SYNOPSIS
Provides a credit under the corporation business tax and gross income tax
for film production expenses incurred in New Jersey.

CURRENT VERSION OF TEXT
Asintroduced.

(Sponsor ship Updated As Of: 6/10/2005)
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AN AcCT providing acredit under the corporation business tax and the
gross income tax for certain film production expenses incurred in
New Jersey, and supplementing chapter 4 of Title 54A of the New
Jersey Statutes and P.L.1945, ¢.162 (C.54:10A-1 et seq.).

BE IT ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. a. A taxpayer shall be allowed a credit against the tax imposed
pursuant to section 5 of P.L.1945, ¢.162 (C.54:10A-5), in an amount
equal to 20 percent of the qualified film production expenses paid by
the taxpayer during a privilege period provided that at |east 60 percent
of the total production expenses paid by the taxpayer are incurred for
services performed and goods used or consumed in New Jersey.

b. The amount of the credit applied under this section against the
tax imposed pursuant to section 5 of P.L.1945, ¢.162, for aprivilege
period, when taken together with any other credits allowed against the
tax imposed pursuant to section 5 of P.L.1945, ¢.162, shall not exceed
50 percent of the tax liability otherwise due and shall not reduce the
tax liability to an amount less than the statutory minimum provided in
subsection (e) of section 5 of P.L.1945, ¢.162. The priority in which
credits allowed pursuant to this section and any other credits shall be
taken shall be as determined by the Director of the Division of
Taxation. The amount of the credit otherwise allowable under this
section which cannot be applied for the privilege period due to the
limitations of this subsection or under other provisions of P.L.1945,
c.162 may be carried over, if necessary, to the seven privilege periods
following the privilege period for which the credit was allowed.

c. Asused in this section:

"Film" means afeature film, atelevision series or atelevision show
of 15 minutes or more in length, intended for a national audience.
"Film" shall not include a production featuring news, current events,
weather and market reports or public programming, talk show, game
show, sports event, award show or other gala event, a production that
solicits funds, a production containing obscene material as defined
under N.J.S.2C:34-2 and N.J.S.2C:34-3, or a production primarily for
private, industrial, corporate or institutional purposes.

"Qualified film production expenses’ means an expense incurredin
the production of a film. Qualified film production expenses shall
include but shall not be limited to wages and salaries of individuals
employed in the production of a film on which the tax imposed by
"New Jersey Gross Income Tax Act,” N.J.S.54A:1-1 et seq. has been
paid or are due; the costs of construction, operations, editing,
photography, sound synchronization, lighting, wardrobe and
accessories and the cost of rental of facilities and equipment. Qualified
film production expenses shall not include expenses incurred in
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marketing or advertising afilm.

d. The Division of Taxation in the Department of the Treasury, in
consultation with the New Jersey Motion Picture and Television
Development Commission, shall adopt rules in accordance with the
"Administrative Procedure Act,” P.L.1968, c.410 (C.52:14B-1 et
seq.), as are necessary to implement this act including examples of
gualified film production expenses. The value of credits approved by
the division pursuant to this section and pursuant to section 2 of
PL. ,c. (C. ) (now pending before the Legislature as this
bill) shall not exceed a total of $10,000,000 in any fiscal year. The
Executive Director of the New Jersey Motion Picture and Television
Development Commission, in conjunction with the Director of the
Division of Taxation shall prepare and submit areport to the Governor
and the Legislature on the effectiveness of the credit as an incentive
for encouraging film productions to locate in New Jersey which shall
be completed before the third taxable year or privilege period in which
acredit may be claimed.

2. a. A taxpayer shall be allowed a credit against the tax otherwise
due for the taxable year under the "New Jersey Gross Income Tax
Act,” N.J.S.54A:1-1 et seq., in an amount equal to 20 percent of the
qualified film production expenses paid by the taxpayer during a
taxable year provided that at least 60 percent of the total production
expenses paid by the taxpayer are incurred for services performed and
goods used or consumed in New Jersey.

b. The amount of the credits applied under this section for a
taxable year, when taken together with any other credits allowed
against the tax imposed pursuant to N.J.S.54A:1-1 et seq., shall not
exceed 50 percent of the liability otherwise due for the taxable year.
The priority in which credits allowed pursuant to this section and any
other credits shall be taken shall be as determined by the Director of
the Division of Taxation. The amount of the credit otherwise
allowable under this section which cannot be applied for the taxable
year due to the limitations of this subsection may be carried over, if
necessary, to the seven taxable years following the taxable year for
which the credit was allowed.

c. A partnership shall not be allowed a credit under this section
directly, but the amount of credit of a taxpayer in respect of a
distributive share of partnership income under the "New Jersey Gross
Income Tax Act,” N.J.S.54A:1-1 et seq., shall be determined by
allocating to the taxpayer that proportion of the credit acquired by the
partnership that is equal to the taxpayer's share, whether or not
distributed, of the total distributive income or gain of the partnership
for its taxable year ending within or with the taxpayer's taxable year.
For the purposes of subsection b. of this section, the amount of tax
liability that would be otherwise due of ataxpayer is that proportion
of the total liability of the taxpayer that the taxpayer's share of the
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partnership income or gain included in gross income bears to the total
gross income of the taxpayer.

d. Asused in this section:

"Film" means afeature film, atelevision series or atelevision show
of 15 minutes or more in length, intended for a national audience.
Film shall not include a production featuring news, current events,
weather and market reports or public programming, talk show, game
show, sports event, award show or other gala event, a production that
solicits funds, a production containing obscene material as defined in
N.J.S.2C:34-2 and N.J.S.2C:34-3, or a production primarily for
private, industrial, corporate or institutional purposes.

"Qualified film production expenses' means an expense incurred in
the production of a film. Qualified film production expenses shall
include but shall not be limited to wages and salaries of individuals
employed in the production of a film on which the tax imposed by
"New Jersey Gross Income Tax Act," N.J.S.54A:1-1 et seq. has been
paid or are due; the costs of construction, operations, editing,
photography, sound synchronization, lighting, wardrobe and
accessories and the cost of rental of facilities and equipment.
Qualified film production expenses shall not include expensesincurred
in marketing or advertising afilm.

e. The Division of Taxation in the Department of the Treasury, in
consultation with the New Jersey Motion Picture and Television
Development Commission, shall adopt rules in accordance with the
"Administrative Procedure Act,” P.L.1968, c.410 (C.52:14B-1 et
seq.), as are necessary to implement this act including examples of
gualified film production expenses. The amount of credits approved
by the division pursuant to this section and pursuant to section 1 of
PL. ,c. (C. ) (now pending before the Legislature as this
bill) shall not exceed a total of $10,000,000 in any fiscal year. The
Executive Director of the New Jersey Motion Picture and Television
Development Commission, in conjunction with the Director of the
Division of Taxation shall prepare and submit areport to the Governor
and the Legislature on the effectiveness of the credit as an incentive
for encouraging film productions to locate in New Jersey which shall
be completed before the third taxable year or privilege period in which
acredit may be claimed.

3. Thisact shall take effect immediately, and sections 1 and 2 shall
apply respectively to privilege periods and taxable years beginning on
and after January 1 next following enactment and shall expire with
privilege periods and taxable years first commencing after December
31, 2015.
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STATEMENT

This bill provides atax credit to businesses in an amount equal to
20 percent of the expenses incurred in New Jersey in the production
of afeature film, television series or television show of 15 minutes or
more in length which are created for a national audience. The credit
Is intended to give film makers an additional incentive to locate
productionsto the Garden State at atime when interest in filming here
isat an all-time high for many reasons, including the state's location
diversity.

To be eligible for the creditable costs, 60 percent of the total
production expenses must be incurred in New Jersey. Expenses that
are eligible for a credit include wages and salaries, construction,
operations, editing, photography, sound, lighting, wardrobe and
accessories and rental facilities and equipment. The bill requires that
the Division of Taxation, in conjunction with the New Jersey Motion
Picture and Television Development Commission, develop rules for
the administration of the credit. Creditswill not be allowed in excess
of $10,000,000 per fiscal year and may be claimed for the next ten tax
years. The bill also requires the commission and the division to report
to the Governor and the L egislature regarding the effectiveness of the
credit as an incentive for encouraging film productions to locate in
New Jersey.



SENATE BUDGET AND APPROPRIATIONS COMMITTEE

STATEMENT TO

SENATE, No. 2533

with committee amendments

STATE OF NEW JERSEY

DATED: December 5, 2005

The Senate Budget and Appropriations Committee reports
favorably and with committee amendments Senate Bill No. 2533.

This bill provides atax credit to businesses under the corporation
business tax and the gross income tax for certain film production
expenses incurred in New Jersey and provides for the transfer of those
tax credits to other New Jersey taxpayers under atax credit certificate
transfer program. A tax credit will be allowed in an amount equal to
20 percent of the expenses incurred in New Jersey in the production
of afeature film, television series or television show of 15 minutes or
more in length which are created for a national audience. The credit
Is intended to give film makers an additional incentive to locate
productionsto the Garden State at atime when interest in filming here
isat an all-time high for many reasons, including the state's location
diversity.

To be eligible for the creditable costs, 60 percent of the total
production expenses, exclusive of post-production costs, must be
incurred in New Jersey and principal photography must commence
within 150 days after approval of a credit application. Expenses that
are eligible for a credit include wages and salaries, construction,
operations, editing, photography, sound, lighting, wardrobe and
accessories, rental facilities and equipment and post-production costs
if incurred in New Jersey. The bill requires that the Director of the
Division of Taxation, in conjunction with the Executive Directors of
the New Jersey Motion Picture and Television Development
Commission and the New Jersey Economic Development Authority,
develop rules for the administration of the credit. Credits and
transferable tax credit certificates will not be allowed in excess of
$10,000,000 per fiscal year and may be used in full or in part for the
next ten tax years. The transfer of a credit amount must provide the
seller of the credit amount with private financial assistance equal to at
least 75% of the amount of the credit transferred. If credit
applications exceed $10,000,000 during a fiscal year then taxpayers
will be allowed credits beginning in the next fiscal year based on the
order in which they had applied for credits during the prior year. The



2

bill also requiresthe Executive Director of the Economic Devel opment
Authority and the Director of the Division of Taxation to report to the
Governor and the Legislature regarding the effectiveness of the credit
as an incentive for encouraging film productions to locate in New

Jersey.

COMMITTEE AMENDMENTS:

The committee amendments restructure the credit, the application
process, and establish the process for receiving tax credit transfer
certificates. To claim the credit, the threshold for production expenses
that must be incurred in New Jersey of 60% of total production
expenses will be measured disregarding post-production expenses.
However, to calculate the credit amount, qualified film expenses
incurred in New Jersey may include post-production expensesincurred
in New Jersey. Also, principal photography of the film must
commence within 150 days after approval of the application for the
credit in order to be allowed to claim or transfer any credit amount.
The amendments al so establish the requirement that the seller of atax
credit receive private financial assistance as consideration for the
transfer equal to at least 75% of the amount of the credit transferred.
The amendments also allow tax credit certificate amounts to be
transferred between both the corporation business tax and the gross
income tax. The amendments also update the effective date to cover
qualified film production expenses incurred on or after the date of
enactment of the bill and allow credits for tax years beginning on and
after July 1, 2005.

FISCAL IMPACT:

The Office of Legislative Services (OLS) estimates that the State
General Fund and the Property Tax Relief Fund combined may
experience a combined annual revenue cost of up to $10,000,000 in
each of the 10 fiscal yearsin which new credits will be allowed under
this bill, fiscal years 2006 through 2015.

The OL S notes that the bill imposes an annual $10 million cap on
the cumulative amount of tax credits granted, thereby implying that at
most $50 million of eligible New Jersey film production expenses will
qualify annually for the tax credit. New Jersey Motion Picture and
Television Commission dataindicate that qualifying expenses exceeded
$50 million in 2003 and 2004, and the OL S assumes that these levels
of credit-eligible production expenses will continue to be incurred in
future years so that the cap will be reached in each fiscal year.



LEGISLATIVE FISCAL ESTIMATE
[ Second Reprint]

SENATE, No. 2533
STATE OF NEW JERSEY
211th LEGISLATURE

DATED: DECEMBER 30, 2005

SUMMARY

Synopsis: Providesacredit under the corporation businesstax and grossincometax for
film production expensesincurredin New Jersey and providesfor thetransfer
of those tax creditsto other taxpayers.

Type of Impact: Annua Foregone General Fund and Property Tax Relief Fund Revenue
through Fiscal Y ear 2015.

Agencies Affected: Department of the Treasury.

Office of L egidative Services Estimate

Fiscal |mpact Fiscal Year 2006 Fiscal Year 2007 Fiscal Year 2008
State Cost $10,000,000 $10,000,000 $10,000,000

I Consstent with an expectation by the New Jersey Motion Pictureand Television Commission, the
Officeof Legidative Services(OL S) anticipatesthat tax creditsallowed under thisbill will routinely
reach the annua $10 million cap. The capimpliesthat at most $50 million of eigible New Jersey film
production expenseswill quaify annually for thetax credit. The OL Sestimatesthat $54.7 million such
expenses took place in 2003 and $58.1 million in 2004.

I Thebill doesnot alow any tax credit after June 30, 2015.

BILL DESCRIPTION

Senate Bill No. 2533 (2R) of 2005 provides atax credit against corporate business tax or gross
incometax liabilitiesto businessesin an amount equal to 20 percent of the expensesthey incur in New
Jersey inthe production of featurefilms, televison seriesor tdevison shows of 15 minutesor morein length
which are created for anational audience. To be eligible for the creditable costs, 60 percent of total
production expenses, exclusive of post-production costs, must be incurred in New Jersey. The total
amount of approved creditsin any fisca year cannot exceed $10 million and no credit may be issued after
June 30, 2015. Credit recipients may transfer their credits to other taxpayers.

FISCAL ANALYSIS

Office of Legislative Services Legislative Budget and Finance Office
State House Annex ’— oLS — Phone (609) 292-8030
P.O. Box 068 Fax (609) 777-2442

Trenton, New Jersey 08625 www.njleg.state.nj.us
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EXECUTIVE BRANCH

None received.

OFFICE OF LEGISLATIVE SERVICES

TheOL Sprojectsthishill to reduce State revenue collectionsby $10.0 million annually fromfiscal year
2006 through fisca year 2015, after which the agency projects no further impact, asthe bill doesnot dlow
for the gpprova of tax creditsafter June 30, 2015. The OL Sestimatesthat about $8.5 million of the annudl
revenue losswill accrueto the General Fund asreduced corporation businesstax revenue and that the
remaining $1.5 million will accrueto the Property Tax Relief Fund in the form of depressed grossincome
tax collections. Thisestimate assumesthat the year for which atax credit will be granted to abusinesswill
betheyear inwhich the businesswill apply thefull credit amount against itstax liability. Since business
could sell their tax credit to other taxpayersif they did not have atax liability in New Jersey, the OLS
expectsbusinessesto claimthefull credit amount to which they would be entitled even if they had no tax
liability.

To gaugethetax credit's anticipated cost, the OL S obtains datafrom the New Jersey Motion Picture
and Televison Commission, indicating that thefilm and television productionindustry had $70.2 millionin
New Jersey production expensesin 2002, $78.1 million in 2003, and $83.0 million in 2004.

Toqudify for thetax credit, afilm project cannot beacommercid, indugtria filmor musicvideo. The
commission reports that about 30 percent of total New Jersey film production expensestend to befor such
film projects. Taking 70 percent of total New Jersey production expenses, the OLS arrives at $49.1
million in creditable expenses in 2002, $54.7 million in 2003, and $58.1 million in 2004.

Sincethehill capsthetotd annual credit amount to be allowed a $10 million and sincethe creditisfor
20 percent of eligible New Jersey production expenses, no more than $50 million in statewide production
expenses could qualify for thecredit. Given that these expenses exceeded $50 millionin 2003 and 2004,
the OL S assumes that the cap will be reached in each fiscal year, an expectation the agency shares with
thecommission. The OL Snotes, however, that thisassumption impliesthat amost dl eigible New Jersey
production expenses meet the credit's qualifying criterion that sixty percent of afilm project's total
production expenses, exclusive of post-production costs, must be incurred in New Jersey.

Next, the OL S dividesthe bill's estimated cost in corporation business tax revenue loss and gross
incometax revenuelossbased onthe 2002 Statistics of Income Bulletin® by the Internal Revenue Service,
ascited by the New Jersey Department of the Treasury initsfiscal estimate for Senate Bill No. 484 of
2004, according to which corporate businesses claimed 85 percent of business deductionsin 2002
(impacting corporation business tax revenue to the General Fund) and that partnerships and sole
proprietorships claimed theremaining 15 percent (affecting the grossincometax revenueto the Property
Tax Reief Fund). In the absence of detailed knowledge on the compaosition of the film industry, the OLS
appliesthisratio to the credit's estimated total cost.

Section: Revenue, Finance and Appropriations

Analyst: Thomas Koenig
Associate Fiscal Analyst
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Approved:  David J. Rosen
Legislative Budget and Finance Officer

Thislegidativefisca estimate has been produced by the Office of Legidative Servicesduetothefailure of
the Executive Branch to respond to our request for afiscal note.

Thisfiscal estimate has been prepared pursuant to P.L.1980, c.67.



STATEMENT TO

[First Reprint]
SENATE, No. 2533

with Senate Floor Amendments
(Proposed By Senator ADLER)

ADOPTED: DECEMBER 8, 2005

This amendment provides that any gross income tax credit under
this bill istreated as are other allowed gross income tax credits: as an
overpayment of tax that may be refunded if in excess of the taxpayer's
taxable year liability, or carried over as a credit for the following
taxable year.



ASSEMBLY, No. 4508

STATE OF NEW JERSEY
211th LEGISLATURE

INTRODUCED DECEMBER 8, 2005

Sponsor ed by:
Assemblyman ALBIO SIRES
District 33 (Hudson)

SYNOPSIS
Provides a credit under the corporation business tax and gross income tax
for film production expenses incurred in New Jersey.

CURRENT VERSION OF TEXT
As introduced.
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AN AcCT providing acredit under the corporation business tax and the
gross income tax for certain film production expenses incurred in
New Jersey, and supplementing chapter 4 of Title 54A of the New
Jersey Statutes and P.L.1945, ¢.162 (C.54:10A-1 et seq.).

BE IT ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. a. A taxpayer shall be allowed a credit against the tax imposed
pursuant to section 5 of P.L.1945, ¢.162 (C.54:10A-5), in an amount
equal to 20 percent of the qualified film production expenses paid by
the taxpayer during a privilege period provided that at |east 60 percent
of the total production expenses paid by the taxpayer are incurred for
services performed and goods used or consumed in New Jersey.

b. The amount of the credit applied under this section against the
tax imposed pursuant to section 5 of P.L.1945, ¢.162, for aprivilege
period, when taken together with any other credits allowed against the
tax imposed pursuant to section 5 of P.L.1945, ¢.162, shall not exceed
50 percent of the tax liability otherwise due and shall not reduce the
tax liability to an amount less than the statutory minimum provided in
subsection (e) of section 5 of P.L.1945, ¢.162. The priority in which
credits allowed pursuant to this section and any other credits shall be
taken shall be as determined by the Director of the Division of
Taxation. The amount of the credit otherwise allowable under this
section which cannot be applied for the privilege period due to the
limitations of this subsection or under other provisions of P.L.1945,
c.162 may be carried over, if necessary, to the seven privilege periods
following the privilege period for which the credit was allowed.

c. Asused in this section:

"Film" means afeature film, atelevision series or atelevision show
of 15 minutes or more in length, intended for a national audience.
"Film" shall not include a production featuring news, current events,
weather and market reports or public programming, talk show, game
show, sports event, award show or other gala event, a production that
solicits funds, a production containing obscene material as defined
under N.J.S.2C:34-2 and N.J.S.2C:34-3, or a production primarily for
private, industrial, corporate or institutional purposes.

"Qualified film production expenses’ means an expense incurredin
the production of a film. Qualified film production expenses shall
include but shall not be limited to wages and salaries of individuals
employed in the production of a film on which the tax imposed by
"New Jersey Gross Income Tax Act,” N.J.S.54A:1-1 et seq. has been
paid or are due; the costs of construction, operations, editing,
photography, sound synchronization, lighting, wardrobe and
accessories and the cost of rental of facilities and equipment. Qualified
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film production expenses shall not include expenses incurred in
marketing or advertising a film.

d. The Division of Taxation in the Department of the Treasury, in
consultation with the New Jersey Motion Picture and Television
Development Commission, shall adopt rules in accordance with the
"Administrative Procedure Act,” P.L.1968, c.410 (C.52:14B-1 et
seq.), asare necessary to implement this act including examples of
gualified film production expenses. The value of credits approved by
the division pursuant to this section and pursuant to section 2 of
PL. ,c. (C. ) (now pending before the Legislature as this
bill) shall not exceed a total of $10,000,000 in any fiscal year. The
Executive Director of the New Jersey Motion Picture and Television
Development Commission, in conjunction with the Director of the
Division of Taxation shall prepare and submit areport to the Governor
and the Legislature on the effectiveness of the credit as an incentive
for encouraging film productions to locate in New Jersey which shall
be completed before the third taxable year or privilege period in which
acredit may be claimed.

2. a. A taxpayer shall be allowed a credit against the tax otherwise
due for the taxable year under the "New Jersey Gross Income Tax
Act,” N.J.S.54A:1-1 et seq., in an amount equal to 20 percent of the
qualified film production expenses paid by the taxpayer during a
taxable year provided that at least 60 percent of the total production
expenses paid by the taxpayer are incurred for services performed and
goods used or consumed in New Jersey.

b. The amount of the credits applied under this section for a
taxable year, when taken together with any other credits allowed
against the tax imposed pursuant to N.J.S.54A:1-1 et seq., shall not
exceed 50 percent of the liability otherwise due for the taxable year.
The priority in which credits allowed pursuant to this section and any
other credits shall be taken shall be as determined by the Director of
the Division of Taxation. The amount of the credit otherwise
allowable under this section which cannot be applied for the taxable
year due to the limitations of this subsection may be carried over, if
necessary, to the seven taxable years following the taxable year for
which the credit was allowed.

c. A partnership shall not be allowed a credit under this section
directly, but the amount of credit of a taxpayer in respect of a
distributive share of partnership income under the "New Jersey Gross
Income Tax Act,” N.J.S.54A:1-1 et seq., shall be determined by
allocating to the taxpayer that proportion of the credit acquired by the
partnership that is equal to the taxpayer's share, whether or not
distributed, of the total distributive income or gain of the partnership
for its taxable year ending within or with the taxpayer's taxable year.
For the purposes of subsection b. of this section, the amount of tax
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liability that would be otherwise due of ataxpayer is that proportion
of the total liability of the taxpayer that the taxpayer's share of the
partnership income or gain included in gross income bears to the total
gross income of the taxpayer.

d. Asused in this section:

"Film" means afeature film, atelevision series or atelevision show
of 15 minutes or more in length, intended for a national audience.
Film shall not include a production featuring news, current events,
weather and market reports or public programming, talk show, game
show, sports event, award show or other gala event, a production that
solicits funds, a production containing obscene material as defined in
N.J.S.2C:34-2 and N.J.S.2C:34-3, or a production primarily for
private, industrial, corporate or institutional purposes.

"Qualified film production expenses’ means an expense incurredin
the production of a film. Qualified film production expenses shall
include but shall not be limited to wages and salaries of individuals
employed in the production of a film on which the tax imposed by
"New Jersey Gross Income Tax Act,” N.J.S.54A:1-1 et seq. has been
paid or are due; the costs of construction, operations, editing,
photography, sound synchronization, lighting, wardrobe and
accessories and the cost of rental of facilities and equipment.
Qualified film production expenses shall not include expensesincurred
in marketing or advertising afilm.

e. The Division of Taxation in the Department of the Treasury, in
consultation with the New Jersey Motion Picture and Television
Development Commission, shall adopt rules in accordance with the
"Administrative Procedure Act,” P.L.1968, c.410 (C.52:14B-1 et
seq.), asare necessary to implement this act including examples of
qualified film production expenses. The amount of credits approved
by the division pursuant to this section and pursuant to section 1 of
PL. ,c (C. ) (now pending before the Legislature as this
bill) shall not exceed a total of $10,000,000 in any fiscal year. The
Executive Director of the New Jersey Motion Picture and Television
Development Commission, in conjunction with the Director of the
Division of Taxation shall prepare and submit areport to the Governor
and the Legislature on the effectiveness of the credit as an incentive
for encouraging film productions to locate in New Jersey which shall
be completed before the third taxable year or privilege period in which
acredit may be claimed.

3. Thisact shall take effect immediately, and sections 1 and 2 shall
apply respectively to privilege periods and taxable years beginning on
and after January 1 next following enactment and shall expire with
privilege periods and taxable years first commencing after December
31, 2015.
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STATEMENT

This bill provides atax credit to businesses in an amount equal to
20 percent of the expenses incurred in New Jersey in the production
of afeature film, television series or television show of 15 minutes or
more in length which are created for a national audience. The credit
Is intended to give film makers an additional incentive to locate
productionsto the Garden State at atime when interest in filming here
isat an all-time high for many reasons, including the state's location
diversity.

To be eligible for the creditable costs, 60 percent of the total
production expenses must be incurred in New Jersey. Expenses that
are eligible for a credit include wages and salaries, construction,
operations, editing, photography, sound, lighting, wardrobe and
accessories and rental facilities and equipment. The bill requires that
the Division of Taxation, in conjunction with the New Jersey Motion
Picture and Television Development Commission, develop rules for
the administration of the credit. Creditswill not be allowed in excess
of $10,000,000 per fiscal year and may be claimed for the next ten tax
years. The bill also requires the commission and the division to report
to the Governor and the L egislature regarding the effectiveness of the
credit as an incentive for encouraging film productions to locate in
New Jersey.



ASSEMBLY APPROPRIATIONS COMMITTEE
STATEMENT TO

ASSEMBLY, No. 4508

with Assembly committee amendments

STATE OF NEW JERSEY

DATED: JANUARY 5, 2006

The Assembly Appropriations Committee reports favorably
Assembly Bill No. 4508, with committee amendments.

Assembly Bill No. 4508, as amended, provides a tax credit to
businesses under the corporation business tax and the gross income tax
for certain film production expenses incurred in New Jersey and
provides for the transfer of those tax credits to other New Jersey
taxpayers under atax credit certificate transfer program. A tax credit
will be allowed in an amount equal to 20 percent of the expenses
incurred in New Jersey in the production of afeature film, television
series or television show of 15 minutes or more in length which are
created for a national audience. The credit is intended to give film
makers an additional incentive to locate productions to the Garden
State at atime when interest in filming here is at an all-time high for
many reasons, including the state's location diversity.

To be eligible for the creditable costs, 60 percent of the total
production expenses, exclusive of post-production costs, must be
incurred in New Jersey and principal photography must commence
within 150 days after approval of a credit application. Expenses that
are eligible for a credit include wages and salaries, construction,
operations, editing, photography, sound, lighting, wardrobe and
accessories, rental facilities and equipment and post-production costs
if incurred in New Jersey. The bill requires that the Director of the
Division of Taxation, in conjunction with the Executive Directors of
the New Jersey Motion Picture and Television Development
Commission and the New Jersey Economic Development Authority,
develop rules for the administration of the credit. Credits and
transferable tax credit certificates will not be allowed in excess of
$10,000,000 per State fiscal year and may be used in full or in part for
the next ten tax years. The transfer of a credit amount must provide
the seller of the credit amount with private financial assistance equal
to at least 75% of the amount of the credit transferred. If credit
applications exceed $10,000,000 during a fiscal year then taxpayers
will be allowed credits beginning in the next fiscal year based on the
order in which they had applied for credits during the prior year. The
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bill also requiresthe Executive Director of the Economic Devel opment
Authority and the Director of the Division of Taxation to report to the
Governor and the Legislature regarding the effectiveness of the credit
as an incentive for encouraging film productions to locate in New

Jersey.

FISCAL IMPACT:

The Office of Legidlative Services (OLS) estimates that the State
General Fund and the Property Tax Relief Fund combined may
experience a combined annual revenue cost of up to $10,000,000 in
each of the 10 fiscal yearsin which new credits will be allowed under
this bill, fiscal years 2006 through 2015.

The OL S notes that the bill imposes an annual $10 million cap on
the cumulative amount of tax credits granted, thereby implying that at
most $50 million of eligible New Jersey film production expenses will
qualify annually for the tax credit. New Jersey Motion Picture and
Television Commission dataindicate that qualifying expenses exceeded
$50 million in 2003 and 2004, and the OL S assumes that these levels
of credit-eligible production expenses will continue to be incurred in
future years so that the cap will be reached in each fiscal year.

COMMITTEE AMENDMENTS:

The amendments restructure the credit, restructure the application
process, and establish the process for receiving tax credit transfer
certificates. To claim the credit, the threshold for production expenses
that must be incurred in New Jersey of 60% of total production
expenses will be measured disregarding post-production expenses.
However, to calculate the credit amount, qualified film expenses
incurred in New Jersey may include post-production expensesincurred
in New Jersey. Also, principal photography of the film must
commence within 150 days after approval of the application for the
credit in order to be allowed to claim or transfer any credit amount.
The amendments al so establish the requirement that the seller of atax
credit receive private financial assistance as consideration for the
transfer equal to at least 75% of the amount of the credit transferred.
The amendments allow tax credit certificate amounts to be transferred
between both the corporation business tax and the gross income tax.
This amendments provide that agrossincome tax credit under this bill
may be refunded if in excess of the taxpayer's taxable year liability, or
carried over as a credit for the following taxable year. The
amendments also update the effective date to cover qualified film
production expenses incurred on or after the date of enactment of the
bill and allow credits for tax years beginning on and after July 1, 2005.






