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Growing Pennsylvania’s Film Industry

For Pennsylvania to be competitive there are many significant gaps that must be addressed. This includes post-
production talent, a highly trained intellectual workforce and infrastructure development such as sound stages,
music studios, and post-production facilities. In addition, technical and creative individuals are needed to address
the movement to digitally produced (i.e., gaming, video, etc.) and distributed content. To creatg
truly indigenous industry, the Pennsylvania Film program is intended to:

*  Foster economic growth and innovation in the film industry that is aligned with P
economic needs and goals.

— Attract production companies to the state and increase the number
Pennsylvania.

— Develop new programs and funding opportunities that provide a
local filmmakers.

»  Stem the decline and loss of jobs, wages, and capacity in the fil

— Strengthen Pennsylvania’s local talent base and
and educators.

workshops, lectures, training programs,

*  Leverage the film tax credit pro ourism industry.
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Section | — Introduction

The Commonwealth of Pennsylvania, through the Department of Community and Economic Development (the
“Department”) and the Pennsylvania Film Office (“PA Film Office), administers the Film Tax Credit Program
(the “Program”) authorized by Act 55 of July 25, 2007 as amended (the “Act”), a copy of which is_atta
Appendix A.

Applicants should read and understand the requirements of the Act prior to submitting an ap

are also strongly advised to consult with their legal and financial advisors prior to submitting‘@am¥application.

Section Il — Program Eligibility

Projects eligible for Film Tax Credits under the Program are: the productio
television talk or game show series, a television commercial
series intended as programming for a national audience.

funds, a production containing obscene material or p
obscene and other sexual materials and performances),

Productiont Expenses for the project. The term “Qualified Pennsylvania Production Expenses” includes nearly all
production (including pre- and post-production) expenses incurred in Pennsylvania, subject to certain limitations
and exceptions.

An eligible project may receive an additional 5% tax credit if the taxpayer films a feature film, television film, or
television series, which is intended as programming for a national audience, that meets the minimum stage
filming requirements and the taxpayer films the eligible project in a Qualified Production Facility.

2



Film Tax Credit Program Guidelines
01-21-2016

If a project is scheduled to be in production for more than 12 months the applicant may, at the time of application,
make a written request for the Film Tax Credit to be issued on an annual basis rather than upon completion of
production. The PA Film Office may, at its discretion, grant such a request subject to the following conditions:

*  The amount of the Film Tax Credit to be issued shall be limited to 25% of Qualified Pennsylvania
Production Expenses actually incurred in connection with the project during the relevant 12 month

period specified in the request;

*  The applicant shall comply with the Financial Compliance instructions for the Prog
respect to each Film Tax Credit to be issued under this provision; and

» Ifaccepted by the PA Film Office, the request may not be withdrawn or ¢

The PA Film Office will limit a Film Tax Credit award to an amount no great
fiscal year.

Marketing Requirements

Recipients of a Film Tax Credit will be required to do the following:

* Include with the production’s end credits an ackno pport provided by the PA Film
Office and any applicable regional film office( he PA Film Office and any
applicable regional film office(s). The acknowle

and eligible regional Film Offices may b i dix B of these Guidelines and are available at
filminpa.com. The PA Film Office reserves i e Pennsylvania’s name in the credits of a
motion picture filmed or produced in the com . will be indicated in the Film Tax Credit

Contract or at a later time in wri

packaging Waterial and hard media, unless such placement
al obligations.

er contractual obligations, and such is indicated in writing by an
officer of the produc second promotional video shall be approved and provided by the
Pennsylvapi ism i on with the Director of PA Film Office.

equired to provide the following:

still production photos in a digital format will be provided to the PA Film
ribution of the production, with rights cleared for Pennsylvania’s Tourism &
promotional use only.
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Section IV — Qualified and Non-Qualified
Production Expenses

Qualified Pennsylvania Production Expenses

Salaries and wages earned in Pennsylvania if such amounts are subject to Pennsyly,
However, there is a cap of $15 million in aggregate payments for “above the ling
provided by principal actors, whether directly or through a “loan-out” company.

Music and story rights only if the rights are acquired from a Pennsylvani
to Pennsylvania taxation.

The costs of production operations incurred in Pennsylvania inclu
— Construction

— Photography

— Visual effects

— Lighting, editing, sound synchronization
—  Wardrobe and accessories
— Food and lodging

— Fringe benefits

The cost of rental of facilities a ia taxpayer.

ance agent based in Pennsylvania.

egal and accounting fees if paid to a Pennsylvania taxpayer and all,
of the services are actually performed in Pennsylvania.

ncluded as part of the total production cost.

ylvania Production Expenses
osts, financing costs, marketing costs, and advertising costs.
osts incurred in connection with the sale or transfer of a tax credit.

order to promote jobs in Pennsylvania, the PA Film Office will not recognize the following as
lified Pennsylvania Production Expenses:

— Fees paid for production services performed outside of Pennsylvania, regardless of whether they
were performed by a Pennsylvania taxpayer; or
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— Purchases of products or services made through a person or entity not routinely engaged in the
business of providing such products or services to businesses other than Pennsylvania Film Tax
Credit applicants, regardless of whether such purchases or such vendors are subject to taxation in
Pennsylvania. A Pass Through, defined in Section XIII, does not qualify as a production expense. A
company established to exist as a Pass Through will be required to provide documentation that all
vendors utilized are Pennsylvania companies unless documentation is provided which shows there is
no Pennsylvania company available. Goods ordered from companies in the busines i
from out of state, that do not operate a rental or sales business, and do not maip
not qualify as a qualified film production expense.

Refer to Appendix C for a list of Qualifying and Non-Qualifying Expenditure.

Section V — How to Apply

ntation that 70% or more of the financing for the project has
e secured prior to the planned start date of principal photography

*  Applicants must pro
been secured and the

boards (commercials only).

ingle Application for Assistance” available at www.newPA.com. The “Single
Assistance” must be submitted electronically. Refer to Appendix F for “Instructions on

mpletion of all items listed above meets the requirements of and definition of a completed
package. Within 15 days of submitting the complete application package, the following must occur:

interview with the Film Tax Credit Program Manager (in person or by telephone) to discuss the
plication. Interested applicants should request an appointment by calling 717-720-1312. The Director
of the Regional Office, will be invited to participate in the interview process for projects anticipating to
film in their respective region.
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* An application fee of .2% (two-tenths) percentage of tax credit amount (ie. 25% or 30%) of your
estimated expenditures in Pennsylvania not to exceed $10,000. The application fee is non-refundable
unless the application is rejected due to a lack of guaranteed and/or conditional funds. Any amendments
to an application that was denied funding will constitute a new application; thus a new application fee is
required. The application fee does not apply to projects with a total production cost of one million
dollars or less. Checks must be payable to the “Commonwealth of Pennsylvania.”

*  Any other information or documentation deemed appropriate by the PA Film Office

*  Applications must be mailed to:

Janice Collier

Film Tax Credit Manager, Tax Credit Division
Pennsylvania Film Office

Department of Community & Economic Development
Commonwealth Keystone Building

400 North Street, 4th Floor

Harrisburg, PA 17120-0225

Phone: (717) 720-1312
jacollier@pa.gov

Complete application packages including an application fe
start date of principal photography in the common
Film Office. If an earlier date is requested, additional
Office to be submitted.

be filed n than 90 days prior to the
ier date that is approved by the Pennsylvania
be requested by the Pennsylvania Film

All applications will s and compliance with the Act and these Guidelines. Applicants
will be notified or non-compliance with the Guidelines. Applicants will have the
opportunity to ssions; however, an application will not be placed in the funding
queue until rmation is received by the PA Film Office. A complete application package will be
reviewed andi@pj e d within in a 90 day period: July 1st through September 30th; October 1st

through DecemB 8t; January 1stthrough March 31st and April 1st through June 30th.
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Section VIl — Application Evaluation

The PA Film Office will determine the competitiveness of application by conducting a quantitative analysis
based on the following criteria:

The anticipated number of production days in a qualified production facility.

The anticipated number of Pennsylvania employees.
The number of preproduction days through postproduction days in Pennsylvania$
The anticipated number of days spent in Pennsylvania hotels.

The Pennsylvania production expenses in comparison to the productio

The use of studio resources.

Al o

Other criteria that the Director of the Pennsylvania Film Office dee maximum

employment and benefit within the Commonwealth of Pennsyl

Applications not approved may be reviewed and considered in subsequen

Section VIl — Film Tax Cr

If an application for a Film Tax Credit is Offi ill prepare and send a Film Tax Credit
i amount of Film Tax Credits and the

»  All personal service i out companies engaged by the Applicant are incorporated, or
i d to do business in Pennsylvania prior to the commencement of

ines that it needs to register to do business in Pennsylvania, it will need to file
atement with the Pennsylvania Department of State, Bureau of Corporations
e Orgamzatlons For more information please see www.dos.pa.us or contact at

rovide monthly progress reports until completion of the production using the form in Appendix G.
onthly Reports are due within five business days after the end of each month following the

dplicant’s acceptance of the Film Tax Credit Contract. A Final Production & Economic Impact Report
must be submitted to the PA Film Office within 180 days of completion of the production using the
form found in Appendix H.
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*  Submit an independently audited report of Total Production Expenses and all Qualified Pennsylvania
Production Expenses upon completion of the project (i.e., completed film has been delivered to
investors and is ready for distribution). Each expense must be verifiable by an independent CPA,
including the amount and date the expense was incurred, the identification of vendors and employees
paid, and the tax ID or social security number of each payment recipient. The report shall be prepared in
accordance with the Financial Compliance instructions for the Program as stated in Section X

»  Adherence to the marketing requirements as outlined in Section III.
*  Such other terms and conditions as the PA Film Office deems appropriate.

Acceptance of the Film Tax Credit Contract must be made by returning one origin
Credit Contract to the PA Film Office within 30 days of the date the Film Tax C
Contracts must be returned to:

Janice Collier
Film Tax Credit Manager, Tax Credit Division
Pennsylvania Film Office

Department of Community & Economic Development
Commonwealth Keystone Building
400 North Street, 4th Floor
Harrisburg, PA 17120-0225

Revocation of Film Tax Credit
A Film Tax Credit that has been awarded tp an Applic WOKED if the Applicant:

»  Fails to return an original signed
Film Tax Credit Contract.

dit Contract within 30 days of the date on the

»  Fails to notify the P. date of principal photography has changed from the date

inal Pennsylvania Vendor/Subcontractors Report utilizing the form in Appendix 1.
al Cast & Crew Form in Appendix J.

* Audit. Refer to Section X for specific information on Financial Compliance.

*  Receipt of all marketing materials as outlined in Section II1.

*  Any other information requested by the PA Film Office.
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Provided the information supplied to the PA Film Office meets all requirements of the Program, a Film Tax
Credit Certificate will be issued within 45 days of receipt of the information. The amount of Film Tax Credits
issued may not exceed the amount requested in the application.

A Film Tax Credit Certificate can only be issued to entities that have a Pennsylvania state tax ID number. All
entities not incorporated or formed within Pennsylvania must register to do business in Pennsylvania in order to
obtain a state tax ID number.

Section X — Financial Compliance

The following procedures relate to the financial compliance requirements,o
guidelines and the Film Tax Credit Contract between the Applicant and
Report on Agreed Upon Procedures for projects in receipt of a Film Tax

ent encourage€s a competitive bidding process in selecting an
independent audit audit firms, as well as, those owned and controlled by

— All agreements tain a’statement giving the Department the right to review any
o reject any work it considers to be non-compliant with the

designate additional compliance factors.

ponents of the Agreed Upon Procedures Engagement

e Agreed Upon Procedures Engagement must be done in accordance with the attestation standards
blished by the American Institute of Certified Public Accountants, and must include, at a minimum,
the following:

— Accountant’s Report on Agreed Upon Procedures

1. The CPA will read the Act and Guidelines in effect as of the approval date of the Film Tax
Credit and any other material provided by the PA Film Office.
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The CPA will test, on a sample basis, payments to individuals (payroll), whether the payments
were made to an individual or a loan-out company, and verify the agreement of: the date the
expense was incurred, the vendor/individual and the amount of the expense. The CPA will also
inspect the invoice/documentation for evidence of the expense being incurred in Pennsylvania
if such invoice has been included in the report as a Qualified Pennsylvania Productlon Expense
in accordance with the Act and Guldehnes The crlterla for determining the sample

The CPA will test, on a sample basis, all expenses oth
payroll) and compare to the supporting invoices and pr i the agreement

Pennsylvania if such invoice has been inclu a Qualified Pennsylvania
Production Expense in accordance wit i The criteria for determining the
sample size for this procedure will be as

to accept th&’results of the initial testing and accept the
adjustments as calculated by the CPA as a result of

extrapolatin i
found that j cation as discussed above, the errors found in each

that Pennsylvania’s Production Expenses exceeded 60% of all production costs during
alified period.

Report of Estimated Pennsylvania Sales Tax and total Pennsylvania individual gross income taxes
withheld related to the project.

The CPA will inspect categories of expenses and payroll reports and prepare an estimate of sales
taxes and individual gross income taxes related to the Project. Report containing an attestation
that the Applicant has met the conditions set forth in the Act and the Film Tax Credit Contract.
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*  Submission of the Report of Agreed Upon Procedures

— Two copies of the report, engagement letter and Film Tax Credit Contract are required to be
submitted to the PA Film Office within 180 days after the completion of the production. Submit
these documents to:

Janice Collier

Film Tax Credit Manager, Tax Credit Division
Pennsylvania Film Office

Department of Community & Economic Development
Commonwealth Keystone Building

400 North Street, 4th Floor

Harrisburg, PA 17120-0225

— Questions regarding the performance or submission of the Re
be answered by the Audits & Compliance Office within th

Guidelines for Project Audits

This section applies to all projects approved for a Film Tax i r as stipulated in the
Film Tax Credit Contract.

e Selection of an Independent CPA

— The Audit must be performed by a CP. sylvania. The Department encourages a
competitive bidding process in selecting uditor and the use of small audit firms as
well as those owned and controlled by sogi ically disadvantaged individuals.

— The independent auditor mu ual e standards of the Government Auditing

Standards (GAGAS).
— All agreements for ontain a statement giving the Department the right to
review any work and to reject any work it considers to be in non-

compliance wit

— Prior Departme
notified in

Note: If using an accrual basis, it may be necessary for the Applicant to
g extension to the 180 days in order to review all expenditures adequately. Once a Project
mitted, there is no ability to make adjustments.)

8" may also be specified at the discretion of the Department.
ment reserves the right to designate additional compliance factors.

mponents of the Project Audit

The Project Audit must be done in accordance with the standards set forth in the Government Auditing
Standards (GAGAS), and its current revisions, and must include, at a minimum, the following:

1. Accountant’s Report
2. Financial Statements, including:

= Statement of Total Qualifying Pennsylvania Expenses and Total Production Expenses

11
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= Notes to the Statement of Total Qualifying Pennsylvania Expenses and Total Production
Expenses including Pennsylvania compensation.

= Report of all findings regardless of materiality. The Film Tax Credit will be reduced based
upon errors found.

Report of Estimated Pennsylvania Sales Tax and total Pennsylvania individual gross income
taxes withheld related to the Project.

The CPA will calculate the amount of the credit at percentage of the Quald
Production Expenses.

Report on internal control over financial reporting and on compli

Report on compliance with requirements that could have a
applicants Film Tax Credit: including all findings (e.g., in
deficiencies in the internal control structure), along wi

Applicant Response and Corrective Action Plan: The A
of corrective action to address all material findings of no i rnal control

weaknesses disclosed in the audit report, a i riate official of the
contracting entity. For each finding note i

= A description of the finding. If ther i occurred from the year before
this must be noted. It is the i

=  The specific steps to be taken to ion or specific reasons why corrective
action is not necess

erformed to ensure that the steps are taken.

To the extenfiti i CPA will verify through documentation of expenses that the
i the minimum direct expenditures relating to the use or rental of

Film Tax Credit Manager, Tax Credit Division
Pennsylvania Film Office

Department of Community & Economic Development
Commonwealth Keystone Building

400 North Street, 4th Floor

Harrisburg, PA 17120-0225

Questions regarding the performance or submission of the Project Audit can be answered by the
Audits & Compliance Office within the Department at 717-346-9023.
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Section XI — Use and Transfer of Film Tax Credits

Use or Sale of the Film Tax Credit

Film Tax Credits may be applied against tax liability under the following Pennsylvania taxes (un
IV, VII or IX of the Tax Reform Code of 1971):

*  Personal Income Tax (but not tax withheld by an employer from an employee)
e Corporate Net Income Tax
* Bank Shares Tax

e Insurance Premiums Tax

The Film Tax Credit must first be applied to the Applicant’s tax liability

*  May carry forward the unused portlon of the F11m Tax Cred1t for

issuance of the Film Tax Credit Certificate tate tax due as determined at settlement,
assessment or determination by th epartment of Revenue before the Film Tax Credit can be used

Pennsylvania taxes (Articles 11, IV, VII or IX of the Tax Reform Code of 1971):

sonal Income Tax (but not tax withheld by an employer from an employee)
porate Net Income Tax
* Bank Shares Tax

¢ Insurance Premiums Tax

13
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Any portion of the Film Tax Credit not used by the buyer in the year of the purchase is lost and may not be used
in any other tax year. The amount of the purchased credit may not be used to offset more than 50% of the
buyer’s tax liability in that taxable year. The buyer may not carry forward, carry back, obtain a refund of, or
assign the Film Tax Credit. Film Tax Credits may be sold only once.

Limited carry forward of tax credits by a purchaser or assignee.

Transfer of Film Tax Credits

The transfer of Film Tax Credits will be closely coordinated between the
Department of Revenue.

Film Tax Credits can only be sold or assigned to entities tha
entities not incorporated or formed within Pennsylvania
obtain a state tax ID number.

Applications for the transfer of all or a portion of the i it submitted to the PA Film Office will be
reviewed within 15 days of receipt by the PA Film O i
Film Office will forward the application to the Pennsy

The Pennsylvania Department of Revenue
compliance with all conditions befo
Pennsylvania Department of R
confirmation of the transfer t
completion of all transfers b
number in hand.

ia Department of Revenue will issue a written
Sellers and buyers of Film Tax Credits may confirm the

Application

ommonwealth Keystone Building
00 North Street, 4th Floor
risburg, PA 17120-0225

For specific questions, please contact Janice Collier at 717-720-1312 or jacollier@pa.gov.

14
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Expediting the Application Process

The PA Department of Revenue encourages Applicants to adhere to the following steps to ensure expeditious
processing on the use of or sale of the Film Tax Credit:

*  Properly complete the Corporate Tax Report (including authorized signatures).

*  Provide all required supporting documentation (see pages 1-3 of CT-1 Rev 1200 Corp
for more details).

*  Accurately identify the federal forms included with the corporate tax return.
(See page 1 of the RCT-101).

*  Provide an accurate and complete breakdown of production expenses.

Materials submitted to the PA Film Office an epartment are subject to the Pennsylvania Right to Know
Law, 65 P.S. § 67.101 et seq. S i this and other Pennsylvania laws will protect applicants

Under the Rig
upon request

1me of their Teceipt.

share information with the Applicant’s regional film office to help the Applicant forge

15
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Section Xlll — Definitions

Affiliate — a qualified taxpayer’s affiliated corporation that has been assigned any portion of the Film Tax Credit
amount by the qualified taxpayer.

Applicant — any corporation, partnership, limited partnership, limited liability company (LLC) g

taxpayer that upon final approval will receive the Film Tax Credit Certificate.

Completed Film — a film is considered complete when the film is ready to be dis

production at the qualified production facility, and (iii) subj .
include those paid or incurred for the use of tangible pro services at a qualified film

production facility as well as costs associated with the fa truction, electric and physical
facilities that are required by the production comp

Such budget categories, which will constitute eligible
include, but are not limited to, the following: (i) Facilit
Rental, Stage includes power/security, S i ities, Prep/Strike, Shoot, backlot rentals, dressing
room rental, parking space rental, prep-par i pster, cleaning, telephone, copiers (and use
charges for same), office rental, i ce equipment rentals, utilities, fee and administrative charges
for production services perfo eals and craft services; (ii) Set Construction - scissor
lifts/forklift, cranes, condors,
Operations - heating/air con rip package, camera and dolly rentals, cranes/condors;

package, rigging package, expendable; (v) Physical Facilities -

axpayers with a Pennsylvania production expense of less than $30,000,000 per production must:
Build at least one set at a qualified production facility;
Shoot for a minimum of ten days at a qualified production facility; and

(iii) Spend or incur a minimum of $1,500,000 in direct expenditures relating to the use or rental of
tangible property or for performance of services provided by a qualified production facility.

16
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2. Taxpayers with a Pennsylvania production expense of at least $30,000,000 per production must:
(i) Build at least two sets at a qualified production facility;
(i1) Shoot for a minimum of fifteen days at a qualified production facility; and

(iii) Spend or incur a minimum of $5,000,000 in direct expenditures relating to the use or rental of
tangible property at or for performance of services provided by a qualified production fa

Pass Through — companies that provide products or services to a production company of whi
regularly engaged in that business. Goods ordered from companies in the business of purch

services company to provide audio post-production services to a film. While the
taxpayer, this expenditure would be deemed a pass through transaction and w

Pennsylvania-based company — means a company, including sole pro

Pennsylvania Department of State.

Pre-production — the process of preparation for actual ph
has received a firm agreement of financial commitmespt.

ins after a qualified production
ot limited to, activities such as

personal property used within i of a qualified production. It includes payments,
he state in the production of same. Refer to the Act

111) Built-in power supply available at a minimum of 4,000 amps per sound stage without the need for
supplemental generators.

A height from sound stage floor to permanent grid of a minimum of 20 feet.
(v) A sound stage with a sliding or roll-up access door with a minimum height of 14 feet.

(vi) A built-in HVAC capacity during shoot days with a minimum of 50 tons of cooling capacity
available per sound stage.

17
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(vii)Perimeter security that includes a 24-hour, seven-days-a-week security presence and use of access
control identification badges.

(viii)  On-site lighting and grip department with an available inventory stored at the film production
facility with a minimum cost of investment of $500,000.

(ix) A sound stage with contiguous production offices with a minimum of 5,000 square feet per
sound stage.

clip licensing fees. Total Production Budget shall include wages, goods, and services
within and outside of Pennsylvania. It does not include costs which are not directly





