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SECOND SUBSTI TUTE SENATE BI LL 6558

AS AMENDED BY THE HOUSE
Passed Legislature - 2006 Regul ar Session
State of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on

By Senate Conmttee on Ways & Means (originally sponsored by
Senators Brown, Hewitt, Eide, Kohl-Wlles, Benson, MAuliffe, Benton
Kl i ne and Kei ser)

READ FI RST TI ME 02/ 17/ 06.

AN ACT Relating to the state of Wshington's econom c, cultural
and educational standing in the notion picture industry; adding a new
section to chapter 82.04 RCW and adding a new chapter to Title 43 RCW

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The Ilegislature recognizes the notion
picture industry in Washington as a valuable commodity contributing
greatly to the economc vitality of the state and the cultural
integrity of our conmmunities. The legislature further recognizes the
production of in-state notion pictures, television prograns, and
television commercials creates a marked increase in tourism famly
wage jobs, and the sale of |ocal goods and services generating revenue
for the state. Furthernore, with captive national and internationa
audi ences, the world is introduced to the state's pristine scenic
venues and rem nded that the Pacific Northwest is a great place to live

and raise a famly. The legislature also recognizes the inherent
educational value of pronoting arts and culture as well as the benefits
of training young notion picture professionals who wll build a

fruitful industry for years to cone.
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The legislature finds in recent years that the state has realized
a drastic decline in notion picture production that precludes econonic
expansion and threatens the state's reputation as a production
destinati on. Wth the emergence of tax incentives in thirty states
nati onw de, in-state producers are taking their projects to nore
conpetitive economc climtes, such as Oregon and Vancouver, British
Col unbia, where conpelling tax incentive packages and subsidies are
already in effect.

The legislature also finds that in recent vyears increasingly
wor kers in Washington state are wi thout health insurance coverage and
retirement income protections, causing hardshi ps on workers and their
famlies and higher costs to the state.

Therefore, it is the intent of the legislature to recogni ze both
national and international conpetition in the notion picture production
mar ket pl ace. The legislature is commtted to | eveling the conpetitive
playing field and interested in a partnership with the private sector
to regain Washington's place as a premer destination to nmake notion
pictures, television, and television commercials. \Wile at the sane
time the legislature is commtted to ensuring that workers in the
nmotion picture and television industry are covered under health
i nsurance and retirenment inconme plans.

NEW SECTION. Sec. 2. The following definitions apply to this
chapter, unless the context clearly requires otherw se.

(1) "Approved notion picture conpetitiveness progrant neans a
nonprofit organization wunder the internal revenue code, section
501(c)(6), wth the sole purpose of revitalizing the state's economc,
cultural, and educational standing in the national and internationa
market of notion picture production by recomending and awarding
financial assistance for costs associated with notion pictures in the
state of Washi ngt on.

(2) "Contribution" nmeans cash contributions.

(3) "Costs" nmeans actual expenses of production and postproduction
expended in Washington state for the production of notion pictures,
including but not limted to paynents made for salaries, wages, and
heal th i nsurance and retirenent benefits, the rental costs of nachi nery
and equi pnent and the purchase of services, food, property, |odging,
and permts for work conducted in Washi ngton state.
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(4) "Departnent” mneans the departnent of community, trade, and
econom ¢ devel opnent .

(5 "Mdtion picture” neans a recorded audio-visual production
intended for distribution to theaters, DVD, video, or the internet, or
television, or one or nore episodes of a single television series,
television pilots or presentations, or a commercial. "Mbtion picture"
does not mean production of a television commercial of an anount | ess
than two hundred fifty thousand dollars in actual total investnent or
one or nore segnents of a newscast or sporting event.

(6) "Fundi ng assi stance" neans cash expenditures from an approved
notion picture conpetitiveness program

(7) "Person" has the sanme neaning as provided in RCW82. 04. 030.

NEW SECTION. Sec. 3. (1) The departnent shall adopt criteria for
an approved notion picture conpetitiveness program wth the sole
purpose of revitalizing the state's economc, cultural, and educati onal
standing in the national and international market of notion picture
production. Rules adopted by the departnent shall allow the program
within the established criteria, to provide funding assistance only
when it captures econom c opportunities for Washington's conmunities
and businesses and shall only be provided under a contractual
arrangenent with a private entity. |In establishing the criteria, the
departnment shall consi der:

(a) The additional incone and tax revenue to be retained in the
state for general purposes;

(b) The creation and retention of famly wage jobs which provide
health insurance and paynents into a retirenent plan;

(c) The inpact of notion picture projects to naximze in-state
| abor and the use of in-state film production and fil m post production
conpani es;

(d) The inpact upon the | ocal economes and the state econony as a
whol e, including nultiplier effects;

(e) The intangible inpact on the state and | ocal comrmunities that
cones with notion picture projects;

(f) The regional, national, and international conpetitiveness of
the notion picture filmng industry;

(g) The revitalization of the state as a prem er venue for notion
pi cture production and national television comrercial canpaigns;

p. 3 2SSB 6558. PL
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(h) Partnerships with the private sector to bolster film production
in the state and serve as an educational and cultural purpose for its
citizens;

(1) The vitality of the state's notion picture industry as a
necessary and critical factor in pronoting the state as a premer
tourist and cultural destination;

(j) Gving preference to additional seasons of television series
t hat have previously qualified;

(k) OQher factors the departnent may deem appropriate for the
i npl enmentation of this chapter.

(2) The board of directors created under section 4 of this act
shall create and adm nister an account for carrying out the purposes of
subsection (3) of this section.

(3) Money received by an approved notion picture conpetitiveness
program shall be used only for: (a) Health insurance and paynents into
a retirenent plan, and other costs associated with film production; (b)
a tax credit marketer to market the tax credits authorized under
section 5 of this act; and (c) staff and rel ated expenses to naintain
the program s proper adm nistration and operation.

(4) Maxi mum funding assistance from an approved notion picture
conpetitiveness programis limted to:

(a) Twenty percent of a total actual investnent in the state of at
| east five hundred thousand dollars, for a single feature fil m produced
i n Washi ngton st ate;

(b) Twenty percent of a total actual investnent in the state of at
| east three hundred thousand doll ars per television episode produced in
Washi ngton state; or

(c) Twenty percent of a total actual investnent in the state of at
least two hundred fifty thousand dollars for an infonercial or
tel evision conmmerci al associated wth a national or regiona
adverti senent canpai gn produced in Washi ngton state.

(5 No single notion picture production or episodic television
project may be awarded an anmount greater than one mllion dollars from
an approved notion picture conpetitiveness program

(6) Funding assi stance approval nust be determ ned by the approved
notion picture conpetitiveness program within a maximum of thirty
cal endar days fromwhen the application is received, if the application
is submtted after August 15, 2006.
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NEW SECTION.  Sec. 4. (1) A Washi ngton noti on pi cture
conpetitiveness program under this chapter shall be adm nistered by a
board of directors appointed by the governor, and the appointnents
shall be made within sixty days follow ng enactnment. The departnent,
after consulting with the board, shall adopt rules for the standards
that shall be used to evaluate the applications for funding assistance
prior to June 30, 2006.

(2) The board shall evaluate and award financial assistance to
nmotion picture projects under rules set forth under section 3 of this
act .

(3) The board shall consist of the follow ng nenbers:

(a) One nenber representing the Washington notion picture
production industry;

(b) ©One nenber representing the Washington notion picture
post production i ndustry;

(c) Two nenbers representing |l|abor wunions affiliated wth
Washi ngt on notion picture production;

(d) One nenber representing the Washington visitors and convention
bur eaus;

(e) One nenber representing the Washington tourismindustry;

(f) One nenber representing the Washi ngton restaurant, hotel, and
airline industry; and

(g) A chairperson, chosen at |arge, shall serve at the pleasure of
t he governor.

(4) The term of the board nenbers, other than the chair, is four
years. A board nenber appointed by the governor may be renoved by the
governor for cause under RCW43.06.070 and 43. 06. 080.

(5) Five nmenbers of the board constitute a quorum

(6) The board shall elect a treasurer and secretary annual ly, and
other officers as the board nenbers determ ne necessary, and nay adopt
bylaws or rules for its own governnent.

(7) The board shall make any information avail able at the request
of the departnment to adm nister this chapter.

(8) Contributions received by a board shall be deposited into the
account described in section 3(2) of this act.

NEW SECTION. Sec. 5. A new section is added to chapter 82.04 RCW
to read as foll ows:

p. 5 2SSB 6558. PL
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(1) Subject tothe limtations in this section, a credit is allowed
agai nst the tax inposed under this chapter for contributions nmade by a
person to a Washi ngton notion picture conpetitiveness program

(2) The person must make the contribution before claimng a credit
aut hori zed under this section. Credits earned under this section may
be clainmed against taxes due for the calendar year in which the
contribution is made. The anount of credit claimed for a reporting
period shall not exceed the tax otherw se due under this chapter for

that reporting period. No person may claim nore than one mllion
dollars of credit in any cal endar year, including credit carried over
from a previous cal endar year. No refunds may be granted for any

unused credits.

(3) The maximum credit that nay be earned for each cal endar year
under this section for a person is limted to the |esser of:

(a) One mllion dollars; or

(b) (i) Through cal endar year 2008, an anpunt equal to one hundred
percent of the contributions nmade by the person to a programduring the
cal endar year; and

(ii1) For calendar years after 2008, an amobunt equal to ninety
percent of the contributions nmade by the person to a programduring the
cal endar year.

(4) Except as provided under subsection (5) of this section, a tax
credit clained under this section nmay not be carried over to another
year.

(5) Any anmount of tax credit otherw se allowable under this section
not clainmed by the person in any cal endar year may be carried over and
claimed against the person's tax liability for the next succeeding
cal endar year. Any credit remaining unused in the next succeeding
cal endar year may be carried forward and cl ai med agai nst the person's
tax liability for the second succeedi ng cal endar year; and any credit
not used in that second succeedi ng cal endar year may be carried over
and cl ai ned against the person's tax liability for the third succeedi ng
cal endar year, but may not be carried over for any calendar year
thereafter.

(6) Credits are available on a first in-tine basis. The departnent
shall disallow any credits, or portion thereof, that would cause the
total amount of credits clainmed under this section during any cal endar
year to exceed three mllion five hundred thousand doll ars. If this
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limtation is reached, the departnent shall notify all Washington
notion picture conpetitiveness prograns that the annual statewide [imt
has been net. |In addition, the departnent shall provide witten notice
to any person who has claimed tax credits in excess of the three
mllion five hundred thousand dollar limtation in this subsection

The notice shall indicate the amunt of tax due and shall provide that
the tax be paid within thirty days fromthe date of such notice. The
departnent shall not assess penalties and interest as provided in
chapter 82.32 RCWon the anmount due in the initial notice if the anount
due is paid by the due date specified in the notice, or any extension
t her eof .

(7) To claim a credit wunder this section, a person nust
electronically file with the departnment all returns, fornms, and any
other information required by the departnent, in an el ectronic format
as provided or approved by the departnent. Any return, form or
information required to be filed in an electronic format under this
section is not filed until received by the departnment in an electronic
format. As used in this subsection, "returns" has the sane neani ng as
"return” in RCW82. 32. 050.

(8) No application is necessary for the tax credit. The person
nmust keep records necessary for the departnent to verify eligibility
under this section.

(9) A Washington notion picture conpetitiveness program shall
provide to the departnment, upon request, such information needed to
verify eligibility for credit under this section, including information
regardi ng contributions received by the program

(10) The departnent shall not allow any credit under this section
before July 1, 2006.

(11) For the purposes of this section, "Washington notion picture
conpetitiveness progrant or "program neans an organi zation establi shed
pursuant to chapter 43.-- RCW (sections 1 through 4 of this act).

(12) No credit may be earned for contributions nade on or after
July 1, 2011.

NEW  SECTION.  Sec. 6. (1) The | egi sl ature finds t hat
accountability and effectiveness are inportant aspects of setting tax
policy. In order to make policy choices regarding the best use of
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limted state resources the legislature needs information on how
i ncentives are used.

(2) Each notion picture production receiving funding assistance
under section 3 of this act shall report information to the departnent
by filing a conplete annual survey. The survey is due by March 31st of
the year follow ng any cal endar year in which fundi ng assi stance under
section 4 of this act is taken. The departnment may extend the due date
for tinmely filing of annual surveys under this section if failure to
file was the result of circunstances beyond the control of the notion
pi cture production receiving the fundi ng assi stance.

(3) The survey shall include the anmpbunt of funding assistance
received. The survey shall also include the follow ng information for
enpl oynent positions in Washington by the notion picture production
receiving funding assistance, including indirect enploynment by
contractors or other affiliates:

(a) The nunber of total enploynent positions;

(b) Full-time, part-tinme, and tenporary enploynent positions as a
percent of total enploynent;

(c) The nunber of enploynment positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand dollars
or greater, but less than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
i ndi vi dual s may be conbi ned w th anot her wage band; and

(d) The nunber of enploynment positions that have enpl oyer-provi ded
medi cal , dental, and retirenent benefits, by each of the wage bands.

(4) The departnent may request additional information necessary to
measure the results of the funding assistance program to be submtted
at the sane tine as the survey.

(5) If a person fails to submt an annual survey under subsection
(2) of this section by the due date of the report or any extension the
departnment shall declare the amount of funding assistance for the

previous calendar year to be imediately due and payable. The
departnent shall assess interest, but not penalties, on the anounts due
under this section. The interest shall be assessed at the rate

provi ded for delingquent taxes under chapter 82.32 RCW retroactively to
the date the funding assistance was received, and shall accrue unti
t he fundi ng assi stance is repaid.
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(6) The departnent shall use the information fromthis section to
prepare summary descriptive statistics. The departnent shall report
these statistics to the legislature each year by Septenber 1st. The
departnent shall provide the conplete annual surveys to the joint
| egislative audit and review conm ttee.

NEW SECTION. Sec. 7. The provisions of section 5 of this act are
subject to review by the joint legislative audit and review conm ttee.
The joint legislative audit and review commttee wll make a

recommendation to the house finance conmmttee and the senate ways and
means commttee by Decenber 1, 2010, regarding the effectiveness of the
notion picture conpetitiveness programincluding, but not limted to,
t he anobunt of state revenue generated, the anobunt of famly wages jobs
with benefits created, adherence to the criteria in section 3 of this
act, and any other factors deened appropriate by the joint |egislative
audit and review commttee.

NEW SECTION. Sec. 8. Sections 1 through 4, 6, and 7 of this act
constitute a new chapter in Title 43 RCW

~-- END ---
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