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'title 10
Chap#er 7.75
CALIFt3RN1A FILM COMIViISSIt)N

Article 3.
CALIFORNIA FILM AND TELEVISION T~lX CREDIT PROGRAM 3.0

Section 5520. Definitions
{a}"Applicable period" refers to production outside the Los Angeles zone, but in
the state of California, that commences with preproduction and ends when
original photography concludes outside thelos Angeles.zone. It includes the
time necessary to strike. a remote location and return to the Los Angeles zone.
(b)"Apptecant" is any person, corporation, partnership, limited partnership,
limited liability company(LLC) or other entity that is principally engaged in the
production of a "qualified mofiion picture" and that controls fhe film or television
program during preproduction, production and postproduction. The applicant is
the qualified taxpayer that upon final approval will receive the tax credit
certificate.
{c)"C~lifore~ia ~~Im Commis~~o~"(CFC)is a state entity established and
.described in Government Code section 14998 et seq. that, among other
functions, facilitates and promotes motion picture and television production in the
State of California.
(d)"C~~cfo~-ni~ cn~s~~te ~e~do~-" is a vendor or supplier which has an office ar
other place of business in California, and is registered or qualified with the
California Secretary of State, or is required to file a return with the California
Franchise Tax Board under Parts 10 or 11 of the Revenue and Taxation Code.
(e)"Credit Allocation Letter"(CAL)is the document issued by the California
film Commission reserving an amount of tax credits to anapplicant having a
qualified motion plc#ure based on an estimate of qualified expenditures.
(fl "Contracted Services" means the hiring of a third party to work or perform
services on behalf of the applicant including, but not limited to, visual effect shot
.costs, makeup prosthetic packages., sound mixing, and creation of
pastproduction delivery items.

(g)'"Feature Film" means a production of a film with a minimum budget. of one
million dollars ($1,000,000) that has a running time of at least sevenfiy-five (75)
minutes.
(h)"Force Majeure" means`an event or series of events, which are not under the
control of the qualified tax payer, including death, disability, disfigurement or
breach by the motion picture director or principal cast member, an act of God,
including, but not limited to, fire, flood, earthquake, storm, hurricane or other
natural disaster, labor disruption, terrorist activities or government sanction.
(i) "Hiatus" means a break or interruption in the continuity of work.
(j)"Independent film" means a film with a running time of at least seventy-five
(75) minutes with a minimum budget of one million dollars ($1,000,000) which is
produced by a company that is not publicly traded and a publicly traded company
does not own, directly or indirectly, more than twenty-five percenf(25%)of the
producing company.
(k)"Jobs Ratio" means the amount of qualified wages paid to qualified
individuals divided by the amount of tax credit as further described in Revenue
and Taxation Code section 17053.98(b)(7) and 23698(b)(7}.
(I)"Local Hire Labor" refers to qualified individuals who reside in California, but
outside the Los Angeles zone, and who are working outside the Los Angeles
zone during the applicable period.
(m)"Miniseries" means a motion picture based on a single theme or storyline
that is resolved within the piece. A miniseries consists of two or more episodes
each longer than 40 minutes of running time, exclusive of commercials, with a
minimum production budget of one million dollars ($1,000,000) per episode.
(n)"Office or other place of business" means real property with a physical
address in California that is owned or leased by a vendor for the purpose of
conducting business. For purposes of these regulations, conducting business
includes maintaining a product inventory or otherwise creating, assembling or
offering for sale the product purchased or leased by a motion picture production
company.
(o)"Outside Los Angeles zone vendor" means a vendor or supplier in
California which maintains an office or place of business outside the Los Angeles
zone, and is registered ar qualified with the California Secretary of State, or is
required to file a return with the California Franchise Tax Board under Parts 10 ar
11 of the Revenue and Taxation Code and employs one or more full-time
employees, or is a sole proprietor working at the place of business outside the
Los Angeles zone. Pass-through businesses do not qualify as an "Outside Los
Angeles zone vendor:"

(p)"Pass-through business" means a company maintaining an office or other
place of business in California that primarily fulfills orders from a production.
company for products or third-party services from sources other than its own
inventories or employees.
{q)"Pick-up order" means a contractual obligation from alicensee-exhibitor that
a pilot ar television series has been ordered or renewed-for the production of an
initial episode or episodes to be delivered within a specific time frame.
(r) ``Pilofi" means the initial episode produced for a proposed television series that
is longer than 40 minutes of running time, exclusive of commercials, with a
minimum production budget of one million dollars ($1,000,000).
(s)"Principal photography days" means the number of days shot by the
principal unit with the director present and lead actors usually present. "Principal
photography days" in California does not include the filming of primarily
.backgrounds, visual effects, action, and/or crowd scenes by the second, stunt, or
visual effects units.
(t)"Producer" means any individual who receives an on-screen producer credif
including but not limited ~o any of the following titles producer, co-producer, line
producer, executive producer, co-executive producer, associate producer,
supervising producer, post producer, or visual effects producer.
(u)"~roduc~~or~ bu~g~t" means the budget used by the applicant and
production company and shall include qualified and non-qualified expenditures.
Production budget shah include wages, goods, and services performed and
incurred within and outside of California. It does not include costs which are not
directly associated with the preproduction, production or postproductior~ of the
project, such as, but not limited to, distribution prints and advertising, marketing,
film festival participation, financing, or distribution costs such as DVD
manufacturing.
(v)"Reasor~ai~le Ca~~e".means unforeseen circumstances beyond the control of
the applicant, including, but not limited to: an event of force majeure; the
cancellation of a television series prior to the completion of the scheduled
number of episodes; failure by third parties to perform; a change in essential
talent such as the director, principal cast and the associated costs; and/or a
change in production financing exigencies resulting in a significant reduction to
the production budget.
(w)"RecurrBng Series" means any television series that was approved and..
issued a SAL in a previous allocation period.
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(x)"Television Project" means pilots for new television series, new television
series, miniseries, and recurring television series.
(y)"Television Season" means the initial exhibition of a set of interrelated new
television episodes lasting no less than six (6)episodes and no more than thirty
(30)episodes within a period of twelve (12) months.
(z)"Television Series" also known as "episodic television," means a regularly
occurring production and may include a series with multiple episodes available to
the public in a single viewing and without regard to distribution transmission.
(aa)"Visual effects"(VFX) means the creation, alteration or enhancement of
images that cannot be captured on a set, or location during live action
photography and therefore is primarily accomplished in post-production. Visual
effects research, development, creation, alteration, or enhancement of images
may afsa occur in pre-production or principal photography. Visual effects
includes, but is not limited to, matte paintings, animation, set extensions,
computer generated objects, characters and environments, compositing
(combining two or more elements in a final image), and wire removals. "Visual
effects" does not include fully animated projects, whether created by traditional or
digital means.
Authority Cited: Sections 17053.98(b} and (e)and 23698(b)and (e), Revenue
and Taxation Code, Section 11152, Government Code.. Reference: Sections
6902.5, 17053.98 and 23698, Revenue and Taxation Code, Section 14998.1,
Government Code.
Section 5521. Application Process For Tax Credit Allocation
(a)The open allocation periods for the California Film &Television Tax Gredit Program
3.0 shall be announced by the Director of the CFC prior to each new fiscal year on the
CFC website. The California fiscal year is from July 1 to June 30. The announcement
shall identify the application categories: Independent films, feature films; relocating
television series, and television projects that may be submitted in each application period.
(b) An applicanf that begins principal photography in California prior to receiving a CAL
shall be disqualified from receiving such letter for that particular production.
(c) An applicant shall not submit a duplicate application for a project during any given
allocation period. Submittal of duplicate applications shall be good cause to disqualify an
applicant from the tax credit program.
(d)An applicant may submit a new application for the same project during any fiscal year
if the qualified production did not receive or retain a tax credit allocation from a previous
allocation period in the same fiscal year.
G~

g

(e)An applicant, including any affiliated entities, that has been issued a tax credit
allocation for a particularproduction that begins but does not complete principal
photography of that production, shall not be .eligible to reapply for a tax credit reservation
for that particular production.
{f) Any expenditures for services, wages, or goods incurred prior to application approval
shall not be considered qualified expenditures with the exception of production facility,
office rentals, completion bonds and insurance premiums, which may be prorated to
include the expenditures which are incurred on or after CAL issuance.
(g)An applicant of a television series shall submit one application for a television season
of that television series. A television series with an order for additional episodes for the.
same season may apply in a subsequent television allocation period.
(h)The application process for tax credit allocation shall occur in two phases. Phase I
requires applicants to complete and submit the online application as set forth on the CFC
website. Phase Il occurs after all applicants have been ranked by jobs ratios and the.
highest ranked productions per category are required to submit their documentation. The
applicant shall initiate the online application process by selecting a production category
from the following: feature film, independent film with a qualified expenditure budget of
#en .million dollars ($10,000,000) or less, independent film with a qualified expenditure
budget over ten million dollars ($10,000,000), new television series, recurring television
series, pilot, mini-series, relocating television series. The application shall include the
information-set forth below;
{1) Section 1: Applicant informafiion.
(A)Production title, date submitted, production category, principal photography stark date,
post production end date, estima#ed tax credit, Application Jobs Ratio, applicant entity
and #axpay~r iD number; Identify if the applicant is a corporation, limited liability company,
individual proprietorship, subchapterS corporation, partnership, or other.(A definition of
the applicant that will. receive the tax credit is included as per section 5520(b))
(2)Sec#ion2: Contact information
(A}Enter the contact type and provide the contact name, title, address, email and phone
for each of the following, as applicable: applicant contact, primary contact, praductian
company contact, parent company contact, budget.and schedule contact.
{3) Section 3: Financing sources and ownership.
(A)fist the fallowing information for financing sources
1. Names of financing sources, amounts, percentage of#ending. Named sources
must total a minimum of 60% of total production budget.
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(B)For Independents: List names of all equity investors including, without
limitations, all partners (including percentage of ownership). Attest that applicant
entity is not owned directly or indirectly more than 25% by a publicly traded
company.
(4)Section 4: Proposed project.
(A) If it is a new television series indicate if TV Pilofi was initially accepted in the
program, number of episodes, and confirm over forty(40) minutes of running
time exclusive of commercials. If it is a relocating television series indicate
previous location, number of episodes previously shot and number of episodes
included in this season. Indicate if the previous season was filmed in California
and if so, the number of principal photography days inside California and outside
California. If it is amini-series, indicate the number of episodes and confirm over
forty (40) minutes of running time exclusive of commercials.
(B)Production schedule. Provide start date of principal photography,`end date of
principal photography, estimated end date of post-production and projected or
actual release date.
(C)Key Creatives: Provide names of executive producers}, producer(s),
writer(s), director, lead actor(s), director of photography, and location manager.
(D)Synopsis. The synopsis must be a`minimum of 1600 and a maximum of 6000
characters and include a description of the main.characters, plotline, beginning
and ending, and major scene descriptions.
(5) Section 5: Production shoot days and Banus Points.
(A)Principal photography(PP)Days.
1. Enter the requested data for PP Days. The online application will
automatically calculate the totals.
a. Enter total PP days in Los Angeles(LA)zone.
b. Enter total PP days outside LA zone, but in California
c. Total California PP days equals a. plus b.
d. Total percentage of PP days outside LA zone equals b. divided by c. x 100.
e. Enter total non-California PP days.
f. Total PP days equals c: plus e.
g. Total percentage of California PP days equals c. divided by f. x 100
(B) If shooting outside of Los Angeles zone, indicate the California counties
where filming will occur.
(C) If shooting outside California, indicate state and/or country where filming will
occur.
(6)Section 6: Production statistics.
C7

(A} Provide the following information regarding labor statistics for in-state work:
1. Estimated total number of cast members.
2. Estimated. total number of base crew members(Base crew is the average
number of staff and shooting crew employed per principal photography day)..
3. Estimated total background performers/stand-in man-.days..(The.sum of the
number of days,full or partial, a person is estimated to work).
4. By checking the box, Applicant acknowledges the following required
documentation will be submitted if and when the Applicant applies for a tax credit
certificate: Subject to self-reported voluntary information, include separate
listings regarding. the ethnicity and gender statistics of all individuals who
received qualified wages(excluding background performers) and all individuals
who received non-qualified wages..
(B)Provide the following budget information.
1. Provide total production budget...
2. Provide total California expenditures (qua{ified and .non-qualified).
3. Indicate if seventy,-five percent(75%)or more of total production budget.will be
spent in California.
{C} Visual Effects: {excludes.independen#films with qualified expenditure
budgets of ten million dollars ($10,000,000)or less}. Provide total wor{dw de VFX
budget amount, total California VFX budget amount, and total California VFX
budget eligible for bonus poinfs. Indicate if the total California qualified VFX is
equal or greater #han 75°/o of total worldwide VFX budget or if the California
qualified VFX is at least ten million dollars($1.0,000.,000).
(7)Section 7: Additional tax credit calculation: Uplifts and bonus points.
A list of eligible expenditures and wages are provided as Mated in section
5523(a)(1) and 5524(e) and (f), as applicable.
(A) Out of zone Uplift.(~lon-Independent productions excluding relocating TV
.series)
9. Enter total budgeted out of zone wages excluding local hire labor (applicable
period ).
2. Enter total budgeted out of zone non-wages(applicable period) excluding the
#otal consumables.
3, Enter total non-wage expenditures totally consumed outside Las ,4ngeles Zone
(applicable Period).
4. Applicable period is defined as in Section 5520(a).
(B) Local Hire Labor Uplift: Total of out of zone local hire labor eligible for
additional tax credits.(includes independent films and relocating TV series).
(C)Total California Qualified Visual Effects(VFX) Uplift and/or bonus points.
excludes independent films with qualified expenditure budgets of ten million
7

dollars ($10,000,000) or less}. Total dollar amount for California VFX eligible for
additional 5%tax credit and/or additional bonus points.
(D) Music Wages:(excludes independent films with qualified expenditure
budgets of ten million dollars($10,000,000)or less).
Enter total California music scoring wages eligible for bonus points.
(E)Total Additional Tax Credit: The online application will automatically calculate
the following: The total out of zone amount(non-independent productions only)
and total California VFX amount and total local hire labor amount(includes.
independents and relocating 1`V series) which is eligible for an additional tax
credit.
1.Multiply total out of zone amounts by .05
2.Multiply total VFX amount by .05
3.Multiply total local hire labor amount by .10 far non-independent productions
and by .05 for independent films and relocating television series.
4.(Total additional amount of 1 + 2+ 3 above)
(8)Section 8: Estimated Credit Allocation and Jobs Ratia.
(A)Qualified Wages
(B)Qualified Non-wages
(C) If, applicable, enter total contingency, which can be no more than 10%of
qualified expenditures.
(D)If applicable, enter total completion bond fee, which can be no more than 2%
of qualified expenditures
(Ej Total qualified expenditures.
(F)Total tax credit uplifts
Total qualified expenditures shall be multiplied by 25%_ if production category is
an independent film or relocating television series; totals in this section shall be
multiplied by 20%for all other production categories. (Credit allocation applies
only to the first ten million ($10,000,000)of qualified expenditures for
independent films and the first ten million ($1 O,000,000)of qualified expenditures
eligible for uplifts. Credit allocation applies only to the first one hundred million
($100,000,000) of qualified expenditures for non-independent productions and
the first. one hundred million ($100,000,000) of qualified expenditures eligible far
uplifts.)
(G)Totai tax credit uplift amount.
(H)Total tax credit amount including uplifts.
A jobs ratio shall be assigned to fihe application, -based on the criteria in Section
5527 and the information provided by the applicant in this application. The jabs
ratio number for the production will be~ indicated once the application is complete.
(9)Section 9. Certification.
8

(A)Clicking submit an the Application Summary is the applicant's
acknowfedgemen#, agreement and certification that the applicant has `read and
reviewed the application, including all its attachments, and that the content
provided in the application by the appiicanfi is true and accurate to the best of his
or her knowledge ar at least the.knowledge of what would be expected of a
reasonable person in the same capacity.
(B)Provide name, title, and date.
{i) Applicants shall be selected for Phase 2 of the application process based on
the jobs ratio ranking of their application, pursuant to Section 5527.
(j} The CFC shall notify, by electronic mail, the top ranked projects in each
category of qualified motion pictures, as .provided for in sections 17053.98(1) and
23698(1) of the Revenue and Taxation Code. These applicants shall provide the
additional materials.and .supporting documentation as requEsted by CFC as
described in subsection (k)below within the timeframe provided on the electronic
notification, which shat! be within three(3} business days and can be extended to
no more than seven (7) business days from the electronic notification date far
legitimate business reasons.
(k)The applicant shall submit the following:
{1) An electronic copy of the qualified expenditure budget in an industry standard.
b~rdgeting program. The electronic copy shall be uploaded to the online
applicafiion portal for the qualified motion picture. The industry standard
. budgeting program shall provide the following:
(A)Qualified wage expenditures and qualified non-wage expenditures. If
applicable, also indicate costs which will be incurred outside the Los Angeles
zone during the applicable period.
(B)For non-independent productions (excluding relocating TV series in their first
season in California) indicate those accounts for which an additional five percent.
(5%)tax credit is allowed for qualified expenditures purchased or rented and
used outside the Los Angeles zone during preproduction through strike on
(oca#ion; qualified visual effects if at least ten million dollars ($10,000,000) or
seventy-five percent(75%)of worldwide visual effects paid or incurred in the
state; and qualified wages for services performed outside the Los Angeles zone
during preproduction through strike by individuals who reside v~rithin the Los
Angeles Zone. Productions shall also indicate those accounts for which an
additional ten percent(10%)tax credit is allowed for local hire labor.
-

{C)A #elevision series shall submit a qualified expenditure budget incMuding all
pattern and amortization costs, or separate amortization and pattern budgets.
The budget shall be in an industry standard budgeting program uploaded to the
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online application. The Production Budget shall indicate, as applicable, the
information required in subsection (k)(1)(A) and (B)above.
(D)For independent films and relocating television series in their first season in
California, indicate those accounts for which an additional five percent(5%)tax
credit is allowed for local hire labor.
(2) Fringe Benefit Matrix: Applicant shall submit information on fringe benefit
payments included in the qualified expenditure budget. After entering project title,
category, and date, applicant-provides a detailed breakdown of qualified fringe
benefit payments for union and/or non-union background perFormers, union
and/or non-union crew, Director's Guild of America(DGA)crew, as applicable.
Fringe payments include: state unemployment tax, payroll/handling fees,
pension, health, vacation and holiday, workers compensation, DGA fringe
benefit payments, and non-union health insurance payments. Casting fees are
not included as fringe benefif payments but should be included as a line item in
the budget.
(3) One-Line Schedule ("production board"). Applicant shall submit in PDF or
equivalent format aOne-Line Schedule which shalC include scene descriptions,
scene numbers, holidays and cast numbers and shall indicate which days are
scheduled for filming outside of the Los Angeles zone.
(A)A television series may submit, in PDF or equivalen# format, a production
calendar, including: the start and end dates of the season, the number of in-state
and out-of-state principal photography days; holidays, and the total number of
episodes in lieu of a one-line shooting schedule. The production calendar must
indicate which days are scheduled for filming outside the Los Angeles zone.
(4) Applicant shall submit in PDF or equivalent format the screenplay, including
scene numbers that match the submitted schedule for the production. If the
application is for a pilot that does not have a script, this requirement shall be
waived. This requirement is waived for recurring television series.
(5) Applicant shall submit supporting documentation that confirms at least 60% of
production financing. Applicant shall include documentation for each financing
source including, but not limited to, commitment letters, financing agreements,
term sheets, and/or bank statements in PDF or equivalenfformat. Applications
submitted without the sufficient documentation described above, which shall be
determined in the sole discretion of CFC, shall be considered incomplete and`
good cause to disqualify the application.
(6) Pick-up order. A pilot, new television series or relocating television series
shall submit evidence, in PDF or equivalent format, that the pilot or series is
scheduled for photography, e.g. apick-up order, when applying for a credit
allocation. Recurring television series may submit applications without spick-up
10

order but shall not receive a credit allocation until proof of a .pick-up order.has
been submi#ted. Any recurring television series that has not supplied spick-up
order within 140 calendar days of the CAL date #or the allocation period for which
it submitted an application will be removed from the queue and may reapply.
during the next television allocation period.
(7)Narrative statement pursuant. to sections 17053.98 {g)(2}(A)(x) and
23698~9)~2)~A)~X)•
(8) Relocating statement. Applicant certifies that the credit provided is the
primary reason for relocation to California (i#applicable). The Applicant must
state that at least 75 percent of principal photography days of its most recent
season was filmed outside of California. If submitting a relocating statement,the
detailed narrative statement as per Revenue and Tax code sections 17053.98.
(g){2)(A)(x) and 23698(g)(2)(A)(x) is not required. The certification shall be
submitted in PDF or equivalent format.
(9) Unlawful harassment policy. Applicant shall submit company's written policy
against unlawful harassment as set forth en section 17053.98(g)(2}(A)(xi) and
23698(g)(2)(A)(xi) of the Revenue and Taxation code.
{10)A summary of the applicant's voluntary programs to increase fihe
representation of women and minorities including a description of ~nrhat the
program is designed to accomplish and information about how the programs are
publicized to interested parties as set forth in sections 17053.98(g)(2)(A)(xiii) and
23698(g)(2)(A)(xiii). phis requirement is waived for independent films ~r~ith
qualified expenditures of ten million dollars ($10,000,000) or less.
(11) Company and financial information, if available and as applicable, as
required by sections 17053.98(g)(2)(A)(v),(vi),(vii) and 23698(g)(2)(A)(v),(vi),(vii),
{I) Within thirty (30) business days of receipt of the completed application and all
requested supporteng documenfis, the Director of the CFC, or his or her designee,
will notify the applicant whether the application is accepted or disqualified. An
approved application shall meet the Eligibility Requirements in Section 5522.
Upon approval, a Credit Allocation Letter,(CAL)CFC Form D3{New. June 25,
2019} hereby incorporated by reference,.shall be issued to the.applicant
indicating the amount of tax credits allocated., as provided. in Section 5526.
Failure to .timely submit all requested documents above, as applicable, shall be
good cause to disqualify the applicant.
{m)As soon as feasible, bit not less than four(4) weeks prior to the start of
principal photography,the production accountant is required to attend an
orientation meeting with the Director of the CFC or his or her designee, along
with any or al!of the following staff members: a primary producer, production
manager ar other appropriate .personnel as determined by the applicant.
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Applicants and staff members shall not be required to attend more than one (1}
orientation meeting for,a motion picture in the program.
(n) Any television series, relocated television series and any television series
based on a pilot that has been approved and issued a Credit Allocation Letter,.
shall be given first priority for a credit allocation during an open allocation period
in each subsequent year in the life of that series whenever credits are allocated
and available within a fiscal year.
(1) Each recurring television series shall submit a new applica#ion and pick-up
order, if available, for each season during any open television project application
period as specified by the CFC in its written notification. The narrative statement
requirement as set forth in sections 17053.98(8}(A)(x) and 23698(g)(A)(x) of the
Revenue and Taxation code for all projects shall be deemed as met for recurring
television series with the statement submitted by that series when it was
accepted into the program as `a pilot, new or relocating television series.
(2) Recurring television series will be prioritized in subsequent years based upon
the fiscal year of original credit allocation, with oldest television series
applications entitled to first priority. In the event that further prioritization is
necessary, the jobs ratio from the most current application for the series shall be
used.
(o) Principal photography in California shall commence no later than one hundred
eighty(18Q)calendar days after the credit allocation letter is issued.`Qualified
motion pictures with qualified expenditures of at least one. hundred million dollars
($10q,000,000) must begin principal photography(as defined in Section 5520(s))
no later than two hundred and forty (240)days after CAL issuance. If the
production does not begin principal photography prior to the 180 or 240 day
deadline, the tax credit allocation shall be revoked, unless a Force Majeure event
has occurred which directly prevented the production from commencing within
the deadline. With submission of documentation verifying such event, the CFC
may grant an extension. If a production implements a hiatus during the principal
photography period, any and all hiatus periad(s) may be no longer than one
hundred twenty (120)calendar days in aggregate for the entire duration of the
production.

Authority Cited: Sections 17053.98(e) and (j) and 23698(e)and (j), Revenue and
Taxation Code, Section 11152, Government Code. Reference: Sections 6902.5,
17053.98(8) and 23698(8), Revenue and Taxation Code, Section 14998.1,
Government Code:
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Section 5522. Eligibility Determination
{a) If applicant is planning to produce 'a "qualified motion picture," then applicant
shall ensure that.the"qualified motion picture"..complies with the provisions of
sections 9 7053.98 (b}(18) and 23698(b)(18)of the Revenue and Taxation .Code
and applicant must film at least seventy-five percent(75°!0) of principal
photography days whaily in California or seventy-five percent(75%)of the total
production budget shall be .incurred in California.
(b)To qualifiy as a new television series, the teMevision series, shall produce
episodes with a running time longer than forty(40) minutes, exclusive of
commercials, and with a minimum production budget of one million dollars
($1,000,000.00} per episode.
(c)Ta qualify as a television series #hat relocated to California, the television
series. shall meet the fo!lawing criteria:
(1) Provide a certification from the applicant that the tax credit provided pursuant
to this section is the primary reason for relocating to California.
{2)Produce episodes of any length, filmed its most recent season outside of
California, and have a minimum production budget of one million dollars
{$1.,000,000.00) per episode.
(3)At {east 75 percent of principal photography days of its most recent season
have been filmed outside of California.
(d)To qualify as a pilot for a new television series, the pilot episode shall have a
running time longer than forty (40) minutes, exclusive of commercials, shall be
produced in California with a minirreum budget of one million dollars ($1,000,000),
and sha(I be the initial episode in a proposed television series.
(e)An animated production is not considered a qualified motion picture and steal!
not be eligible for a tax credit. Animated production means content created #hat
does not utilize or .incorporate live ac#won footage but creates a motion picture
consisting principally of computer generated or hand painted images. An
animated praductior~ does no# engage in principal photography and therefore
does not meet the conditions for eligibility set forth in sections 17053.98(b)(13}
and 23698(b)(13)of the Revenue :and Taxation Code.
{fl Tax credits fora "feature film","television series","pilot" or "mini-series" shall
be applied to a maximum of one fiundred million dolCars {$100,000;000.00}of the
qualified expenditure budget. There shall be no maximum on the production
budget.
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(1) A one hundred million dollar($100,000,000.00) qualified expenditure
maximum applies to the 5% augmentation as per Section 5524(e)(1-3).
(2) A one hundred million dollar($100,000,000.QO) qualified expenditure
maximum applies to the 10% augmentation as per Section 5524 (f)(4}.
(3)A one hundred million dollar($100,000,000.00) qualified expenditure
maximum applies to the 5% augmentation as per Section 5524(8) with respect to
a relocating television series.
(g)Tax credits for an independent film shall be applied to a maximum of ten
million dollars($10,000,000.00} of the qualified expenditure budget. There shall
be no maximum on the production budget.
(1) A ten million dollar($10,000,000.00) qualified expenditure maximum applies
to the 5% augmentation as per Section 5524(8).
(h) Revocation of the tax credit allocation is final and shall not be subjecf to
administrative appeal or review.
Authority Cited: Sections 17053.98(e) and 23698(e), Revenue and Taxation
Code, Section 11152, Government Code. Reference: Sections 17053.98 and
23698 Revenue and Taxation Code, Section 14998.1, Government Code.
Section 5523. Qualified Expenditures
(a)The qualified expenditures shall be allowed as provided in sections
17Q53.98(b)(16) and 23698(b)(16) of the Revenue and Taxation Code.
(1) Qualified Wages shall also include payments to a qualified entity to the extent
its services are perFormed in California, including, but not limited to, Qualifietl
Expenditures as defined in sections 17053.98(b)(15) and 23698(b)(15} of the
Revenue and Taxation Code. Examples of Qualified Expenditures are set forth
on the Qualified Expenditure Charles as identified on the CFC website. These
charts are only provided as a reference for the applicant and should not be
considered conclusive or limiting.
(b)The`non-qualifying,expenditures are as provided in sections
17053.98(b)(21}(B) and 23698(b}(21)(B) of the Revenue and Taxation Code. The
following expenses shall not be allowed as qualified expenditures:
(1)State and federal income taxes.
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(2} Certified public accountant expenses for the report required in Section
5526(a)(6).
(3) Expenditures for rentals or purchases outside the state regardless if used in
the state, and services performed outside the state are not considered qualifie
d
expenditures including, but not limited to, digital visual effects work which is
physically performed out-af-state.
(4).Expenditures for the exhibition of the qualified motion picture .including,..but
nat limited. to, digital cinema distribution copies and release prints.
(5) Expenditures incurred thirty (30} days after the creation of the final elements,
such as, but not limited to, composite answer print, air master, and digital cinema
files. Ct~eation of additional versions for foreign distribution and/or archival
purposes are not considered final elements.
(6) Financial contribution expenditures related to the pilot career pathways
training program.
Authority Cited: Sections 17(353.98(b~ and (e) and 23698(b)and (e), Revenue
and Taxation Code, Section 11152, Government Code. Reference: 'Sections
17053.98 and 23698, Revenue and Taxation Code, Section 14998.1,
Government Code.
Se~tio~ ~52~e ~~~ C~°ed6~ ~lloc~tior~
(a) The amount of tax credit allocated shall be based on the percentage of the
qualified expenditures as provided in sections 17053.98(x) and 23698(x)of the
Revenue and Taxation bode.
{b) Allocation of unused credits as provided in Revenue and Taxation Code
17053.$5, 1X053.95, 23685, and 23695 shall be as follo~nrs: 20% of unused
credits each #iscaf year through 2024-25. Credits shall be divided by percentage
and project type as provided in sections ~ 7053.98{i)(Ej and 23698 (i}(E) of the
Revenue and Taxation Code.
(c) If all tax credits have been allocated for any application period, qualified
motion pictures shall be placed in a prioritized waiting list according to their
project Type and in the order of their jobs ratio ranking until one of the following
occurs: credits become available that allocation period, the production elects to
be removed from the queue, or until the allocation period ends.
{d)if the applicant is producing a seriesoffeature films that will be filmed
concurrently and the series of films continues the narrative of the original work
and financing is confirmed, then the CFC shall have the authority to divide the.
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allocation over multiple fiscal years if it is determined that the production..
schedule occurs over more than one fiscal year.
to
(e) For the purposes of this section, a five percent(5%)augmentation ("uplift")
relocating
the tax credit allocation for non-independent motion pictures (excluding
when
CFC
the
by
television series in its first season in California) shall be made
any of the following conditions have been met:.
(1)The production company pays. or incurs qualified expenditures relating to
qualified visual effects work totaling a minimum of ten million dollars
($1 Q,000,000) is incurred in California or at least seventy-five percent(75%)of
total worldwide visual effects expenditures is incurred in California.
(2)The production company pays or incurs qualified wages for services
g to
performed outside the Los Angeles zone during the applicable period relatin
original photography outside the Los Angeles zone by individuals who reside
by
within the Los Angeles zone. The foregoing amounts shall be substantiated
s
as
documentation including, but not limited to, timesheets and payroll record
ures.
requested by the CFG and/or the CPA perForming the Agreed Upon Proced
(3)The production company purchases or leases tangible personal property
outside the Los Angeles zone during the applicable period and the personal
al
property is used or consumed outside the Los Angeles zone. Tangible person
s
Angele
of
Los
outside
property must be purchased, rented or leased from an
vendor through an office or other place of business outside the Los Angeles
the
zone. Rentals or purchases from apass-through business do not qualify for
five percent(5%)augmentation.
s
(A} If the tangible personal property purchased or leased outside the Los Angele
zone,
zone was not completely used or consumed solely outside the Los Angeles
e
tangibl
d
far
incurre
the production company shall apportion amounts paid or
personal property outside the Los Angeles zane during the applicable period by
multiplying these non-wage outside the Los Angeles zone.expenditures by the
ratio of days of principal photography outside the Los Angeles zone to the total
number of days of principal photography.
s
(B) If the tangible personal property purchased or(eased outside the Los Angele
the
zone,
s
Angele
zone was completely used or consumed solely outside the Los
production company may elect to substantiate that with its records. Tangible
person property purchased or leased outside the Los Angeles zone shall be
type
deemed to be completely used or consumed provided the property was of a
or nature such that it would have no residual material value remaining after its
ty
use ar consumption outside the Los Angeles zone. Examples of such proper
include, but are not limited to, food and catering items, rented hotel or corporate
other
housing usage, construction supplies and materials for sets, automotive or
fees,
fuels, security services, location and stage services, government permit
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personnel services, printing, equipment rentals for the applicable period outside
the Los Angeles Zone, transportation services, dry cleaning, and shipping and
travel costs from within the state to and from the out of zone location.
(fib A ten percent.{10%). augmentation ("uplift") for non-independent productions
excluding relocating TV series, is available if the production company pays or
incurs qualified wages for services performed by local hire labor outside the. Los;
Angeles zone during the applicable period relating to original photography
outside the Los Angeles zone. The foregoing amounts shall be substantiated
by
documentation including but not limited to timesheets and payroll records as
requested by the CFC and/or the CPA pertorming the Agreed Upon Procedures.
(g)The.maximum.amount of tax credits allowed for independent films and/or
relocating television series for their initial season in California. is tvuenty-five
percent(25%)and therefore the five percent(5%)uplift is not applicable to such.
productions except for an additional five percent (5°~0) uplift for local hire labor.
As
noted in section (f}above, documentation will be required to determine if
applicant qualifies for this uplift.
Authority Cited: Sections 17053.98(a)(e}(i} and,(j) and 23698(a)(e)(i)and (j),
Revenue and Taxation Code,Section 11152, Government bode. Referen
ce:
Sections 17053.98 and 23698,.Revenue and Taxation Code, Section 14998.1,Government Code.
~ectiore 5525. ~~~~-e~~d ~~pUc~r~~ es~o~a~6b~~it~ — Ph~~~ 6~~
{a)An applicant issued a credit allocation letter shall be required to comply with'
the following during the production period:
(1) On fhe firsfi day of principal photography and after a hiatus period, if
applicable, submit by email to the CFC the daily calf sheet, signed by the
production manager or equivalent position, in PDF or equivalent format.
(2)Each week or as available, submit by email to the CFC fihe final production
:reports for each day of principal photography, signed by the Unit Production
tanager or equiva{er►t position, fn PDF or equivalent format.
(3~ (f applicable, submit an email notification to the CFC indicating any significant
changes to the project including anticipated changes in the estimated qualifie
d
expenditures, change of start date,':shooting location, number of television
episodes ordered; title change of project, financing, key personnel or any other
...factors that have significantly-changed since issuance of the CAL.
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(4) Participation in career-based learning, and training programs and public
service opportunities.approved by the CFC in consultation with the California
Department of Education(CDE)and/or California Community College
Chancellor's Office(CCCCO)aimed at exposing high school and community
college students to jobs in the entertainment industry. To meet the requirements
of this section,the applicant may do any of the following:
(A) Provide to students enrolled in an accredited California high school or
community college three (3) paid internship positions for a minimum of one.
hundred (100) hours each or a combination of internships or internship with a
minimum of one hundred (100} hours per studenf and three hundred (300) hours
in total. Interns must be 18 years of age or older. Internship experience must
include working with professionals in the film industry and hands-on work
assignments; or
(B)Provide to students enrolled in an accredited California high school or
community college classroom workshops, panels or demonstrations on aspects
of the film industry, which may include but is not limited to set operations, postproduction and specific technical crafts conducted by entertainment industry
professionals; or
(C} Provide to students enrolled in an accredited California high school or
community college a minimum of eight(8) hours of professional skills tours,
which may include visits to observe set operations, set construction, wardrobe
department, art department and editorial department; or
(D)Provide a minimum of eight(8) hours of continuing education foreducators
and/or faculty to observe the set operations, post-production, and other
specialized departments in the ~Im industry; or
(E) Make a financial contribution to a specific local or state educational agency or
higher education institution specializing in arts, media, and entertainment career
oriented programs. The contribution shall be based on 0.25 percent of the
estimated fax credit reservation with a minimum financial contribution of $5,000
and a maximum required financial contribution of $12,000.(Note: An applicant
may contribute an amount in excess of the maximum); or
(F)Provide a learning opportunity ar financial contribution of equal time or value
through other arts, media, and entertainment programs, workforce programs, etc.
which are not affiliated with CCCCO or CDE and is approved by the CFC.
m
(5) Make a financial contribution to fund a pilot career pathways training progra
to a non-profif fiscal agent as determined by CFC.
(A)The contribution shall be based on 0.25 percent of the estimated tax credit
reservation as stated on the CAL.

(B)The contribution shall be submitted to the CFC no later than ten (10)
business days after the. CAL date; failure to submit the contribution within this
#ime frame may result in revocation of the CAL.
(C)The contribution is refundable if the project does not receive a tax credit
certificate. A portion may also be refundable if the tax credit amount is
significantly reduced due to reasonable cause as per Section 5520 (v).
Authority Cited: Sections 17053.98(e)and 23698(e), Revenue and Taxation
Code, Section 11152, Government Code. Reference: Sections 17053.98 and
23698, Revenue and Taxation Code, Section 14998.1, Government Code..
Section- 5526. Credi# Certificate issuance Pe~ocess- Phase ICJ
{a)The applicant shall be required to submit the following documents upon
completion of the qualified motion picture, in an electronic format and /or hard
copy, as directed by the CFC.
(1}Proof of copyright registration of the screenplay, teleplay, motion picture,
television series or pilot.
{2} Documentation indicating the date of completion of pouf production.
Documentation may include, but not be limited to, the facility invoice evidencing
the date the final elemenfi vvas completed or other reasonable documentation as
determined by the CSC.
{3) List of all Cast and Crew for theproject.
(4) Copy of Script Supervisor's Lined Script or fhe continuity/spotting log of the
projecfi. TV series must submit episodes 2 and 5 of the series.
(5)Expenditure Summary Report as sefi foRh on the CFC website. The applicant
shall revise any contact information changes in the application portion of the
CFC
website including the CPA firm performing the Agreed Upon Procedures(AUP).
(A)Section 1. Applicant Information. The on-line application will automatica!!y
generate the applicant information. Input copyright registration number and
seifer's permit number, if applicable.
(B)Seetion 2. Con~acf In#ormation. The on-line application will automatically
generate the contact information for parent company and CPA firm.
(C)Section 3. Project Information. Jf television series, indicate number of
completed episodes. Report.start date of pre-production, principal photography,
hiatus start date,f applicable, hia#us return date if applicable, end of principal
photography, end :date of post-production {crea#ion of final element), projected or
actual release date (if known).
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(D)Section 4. Production Shoot Days and Locations. Provide production
shooting days inside and outside the Los Angeles zone, counties outside the LA
zone, other states or countries; and provide Local Community Expenditure
Report Form ~E3.(Rev. Sept.12, 2019), incorporated by reference, for each
county outside of Los Angeles county if applicable:
(E)Section 5A Production and Financial Statistics. Provide total number of cast,
base crew, extras and stand-in man days, residents and non-residents, CA
Vendors, number of outside zone local hires.
(F)Section 5B&C. Financial Statistics. Provide total worldwide expenditures; total
California expenditures; qualified and non-qualified; total worldwide VFX
qualified
expenditures; total CA expenditures, qualified and non-qualified; total
California VFX expenditures eligible for uplifts and/or bonus points(excludes
independent films with qualified expenditure budgets of ten million dollars
($10,000,000)or less).
(G)Section 5D. Total California music scoring/recording wages eligible for bonus
points(excludes independent films with qualified expenditure budgets of ten
}
million dollars ($10,OQ0,000) or less).
(H}Section 5H. Subject to self-reported voluntary information, include separate
d
listings regarding the ethnicity and gender statistics of all individuals that receive
that
uals
individ
qualified wages(excluding background performers) and all
received non-qualified wages.
(I)Section 6. Career Readiness and Pilot Skills Training Program.(i)Verifieation
of fulfillment of career readiness requirement utilizing one of the required forms
If
CR1, CR2, CR3, CR4, CR5(New. June 25, 2019), incorporated by reference.
of
tion
applicable, verify submission of career readiness payment. (ii) Verifica
pilot skills training program contribution with date paid and amount.
(J)Secton 7. Uplifts and Bonus Points(as per AUP findings}
(i) Out of zone Uplift.(Non-Independent productions only)
1. Enter total out of Los Angeles zone wages excluding Local Hire Labor
(applicable period).
2. Enter total out of Los Angeles zone non-.wages (applicable period)
excluding the total consumables;
3. Enter total nan=wage expenditures totally consumed outside Los Angeles
Zone (applicable period).
~4. Total out of Los Angeles zone uplift amount is calculated.
far uplift.
eligible
labor
(ii} Local hire labor uplift: Total of out of zone local hire
(iii) Visual Effects(VFX} uplift and/or bonus points (excludes independent
films with qualified expenditure budgets of ten million dollars ($10,000,000)
or less).
Total dollar amount for California VFX eligible for additional 5%tax credit.
and/or additional bonus points.
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(iv) Total music wages eligible for bonus points(excludes independent films.
with qualified expenditure budgets of ten million dollars ($10,000,000) or
less).
(v)Total additional tax credit: The online application wiU automatically
calculate the following: The Iota! out of Los Angeles zone amount{nonindependent productions only) and total Caiiforr~ia VFX amount and total
local hire labor amount which is eligible for an additional tax credit.
1. Multiply total out of zone amounts by .05
2. Multiply total VFX amount by .05
3. Multiply total Local Hire Labor amount by .10 for Non-Independent
productions and by .05 for Independent Films and Relocating
Television Ssries.
4. (Total add"itianal amount of 1 + 2+ 3 above calculated automatically)...
(K)Section 8. Credit Amount. As per the findings of the CPA performing the
AUP, provide the Total Qualified Wages; Total Qualified Non-Wages; and
completion bond fee, if applicable. Total Qualified Expenditures, Tax Credit
Amount, Uplifts tax credit amount, and Total Adjusted Credit Amount will be
automatically calculated by the on-line application.
(L) Section 9. Jobs Ratio and Final Tax Credit. The online application
automatically calculates the Jobs Ratio and the percentage change from the CAL
jobs ratio amount. If there is an overstatement, the penalty will be indicated. The
:final credit amount indicated uvill be the least of the CAL amount, the adjusted
credit amount or the Amount with Penalty.
((VI) Section 10. Signature certification. Print the Expenditure Summary Report.
By signing the Report, the applicant acknowledges, agrees and certifies that the
applicant has read and revieuved the summary, and that the content provided is
true and accurate to fhe best of his or her knowledge or at least the knowledge of
what would be expected of a reasonable person in the same capacity. Submit to
the CPA performing the AUP.
(6) An agreed upon procedures report in compliance with the Program 3.0 AUP
dated June 25, 201.9, hereby incorporated by reference. The agreed upon
procedures report shall be prepared and certified by a certified public accountant
(CPA)vvho meets the following criteria
{A) Maintains an active license or has proof of a valid out—of—state accounting
firm registration for the firm practicing attest services in California.

"

{B)The accounting firm performing the assurance services shall provide
documentation from fihe California Society of Certified Public Accountants or
other organization administering said review, indicating that a Peer Review
Report was completed within the last three years and the rating was a Pass. (f
.the firm performing attest services is newly formed, the firm must provide
evidence ,it is registered for review by an organization administering the review in
the state in which the firm .resides.
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(C)Successful completion of a California Film Commission Orientation Meeting
for CPAs performing Agreed Upon Procedures for the California Film`and
Television Tax Credit Program 3.0. The frequency of training shalt be offered on
an as needed basis as determined by the CFC.
{7)The actual layout of the main and end titles produced. by a title house or other
postproduction facility.
(8) Documentation from each visual effects, title, digital effects and/or post sound
company contracted by the production company, indicating the total dollar
amount of work performed within the State of California shall be certified by
managerial level personnel with knowledge of the project.
(9) Documentation from the designated representative of the California
Community Colleges Chancellor's office and/or the California Department of
Education or the CFC, verifying participation in the career-based learning and
training program as required in Section 5525 (a)(4).
(10} A miniseries shall submit documentation verifying that its initial distribution
consists of two or more episodes longer than forty (40} minutes each exclusive of
commercials.
(11) A listing of other jurisdictions in which any member of the applicants
combined reporting group has produced a qualified motion picture in the
preceding year pursuant to Section 17053.98 (g)(3)(C)(i)(1) of the Revenue and
Tax Code. Updated information as per Section 5521(k)(11) is'also required.
(12)'Documentation verifying that fihe applicable fee was paid by the qualified
taxpayer to fund a pilot career pathways technical skills training program.
(b)The production shall be completed within 30 months from the issuance date
of the CAL as required in sections 17053.98(b)(18)(B)(ii} and 23698(b)(18)(B)(ii)
of the Revenue and Taxation Code.
(c} The Qualified Motion Picture shall be considered'complete when the process
of postproduction has been finished and a final composite answer print, delivery
air master, or digital cinema'files of the qualified motion picture is completed.
(d)The CFC shall review all the required materials submitted by the applicant to
determine the sufficiency of therequired documentation and that the applicant
meets all the criteria for the program. During the review, the CFC may reject
insufficient documentation not in compliance with the requirements found in this
section or may'request additional documentation to determine if the production is
a qualified motion picture and to verify the''qualified expenditures: The CFC shall
approve or disapprove the request for the tax credif certificate.
22

(e) Upon rejection of insufficient documentation or disapproval of the request for:
a tax credit certificate, the CFC shall provide the applicant with a notice of
disapproval stating the reasons for the disapproval. Disapproval is final and shall
not be subject to administrative appeal or review.
(t~ Upon approval, the tax credit certificate, CFC Form M3(New. June 25, 2019),
hereby incorporated by reference, shalt be issued fio the applicant beginning on
July 1, 2020. !f the entity that incurs the qualified expenditures is a partnership,
limited liability company or subchapters corporation (pass-through entity}, that
entity is the applicant for purposes of filing the tax credit application anci receiving
the final tax credit certificate.
Authority Cited: Section 17053.98(a)(d)(e) and.(f} and 23698(a)(d)(e) and (~,
Revenue and Taxation.Code, Section 11.152, Government Code. Reference:
Sections 17053,98 and 23698, Revenue and Taxation:Code, Section 14998.1,
Government Code.
X527'. Jobs Ratio Ra~k~~g~ ~racess
{a) For the.purposes of the jobs ratio calculation, qualified wages shall include:
{1)C~ualified wages which are directly paid by the applicant or its payroll service,
plus(2)thirty-five percent(35%)of all qualified non-wage expenditures, including
contracted services in which the qualified wages are not directly paid by the
applicant, but by the vendor. Qualified 'VFX expenditures may be apportioned as
70%o qualified wage and 30%qualified non-wage for VFX work performed by
third party California vendors.
(b)l"he jobs-ratio as defined in Section 5520(k) may be increased by up to
twenty-five percent(25%} if the qualified motion picture demonstrates an
ncrease.,in economic activity in the .state. This. activity is based on the following:
(1)_One to.seven:bonus points based on the .visual effecfis expenditures per
project category, e.g., independent film, non-independent.feature, television
project. Excludes independent films with qualified expenditure budgets of ten
million do{lars($10,400,000)or less.
(2) One.to #en bonus points based on the percentage of principal photography
days outside the Los Angeles Zone in relation to the qualified motion picture's
total principal photography days in the state. To qualify for bonus points, a
principal photography day outside the Los Angeles Zone must include at
minimum filming the first scene of the day outside the Los Angeles Zone.
(3)One to five bonus points based on the wages paid to scoring musicians,
including the following positions: Instrumental musicians, vocalists,
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music arrangers, orchestrators, Musical Instrument Digital Interface(MIDI)
transcribers, music copyists, music librarians, conductors(unless also the
composer), and musician and choral contractors employed solely for the purpose
of recording music for the qualified motion picture. Excludes independent films
with qualified expenditure budgets of ten million dollars($10,000,000) or less.
(c)The CFC shall establish the bonus point ranges as follows
(1)Percentage points for principal photography days ouf of the Los Angeles zone
as provided in subsection (b)(2) shall be determined by applying percentage
points on a linear proportionate scale. Starting with 10% of principal photography
days, the applicants will receive one point for every 10 percent increase of out of
zone principal photography days(10% or more but less than 20% of the above
days = 1 point, 20% or more but less than 30% of the above days = 2 points,
etc.) until the maximum cap of points is received. The percentages are
determined by dividing, the out of zone principal photography days by the total
principal photography days.
(A) If the maximum number of points is not achieved by any project in a given
year's applicant pool, the CFC may decrease the step size (for example from
10% to 5% incremental steps) needed to gain an additional point in subsequent
allocations but maintain the linear proportionate structure.
(2) Bonus points fo.r VFX as provided in subsection (b)(1) shall be determined
utilizing the following method: The CFC shall use the- National Institute of
Standards and Technology formula to create cut-off values that sort an equal
number of projects into each point range as further described below.
Following the National Institute of Standards and Technology(N/ST)
"Engineering Statistics Handbook: Percentile"formula, the applicant pool is first
ranked from lowest to highest value in each of the three categories, where 1
corresponds to the lowest rank. The formula then finds the rank n associated with
each percentile cut-off as follows:

P is the percentile of interest. if there are ten possible point ranges for example,
then P = 10 would correspond to the 10th percentile, P = 20th to the 20th
percentile, and so forth, until the 100th percentile has been calculated. N is the
total n'umber'of applicants in the current applicant pool
The formula then uses a standard rounding and conversion procedure to turn the
rank n into a monetary cut-off value: The Excel function PERCENTILE
automatically does this calculation`according to the same NIST formula (see
citation: http://www,itl.nist.gov/div~98/handbook/prc/section2/prc262.htm)
The CFC shall use this Excel function to determine initial cut-offs, and
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then choose final cut-offs within +/- 10.percent of what the formula produces,
such that the ranges can'be rounded. Ranges maybe adjusted for future
application periods. based on the data collected from previous application
periods.
{3)Bonus points for music wages as provided in section (b)(3) shall be
determined by utilizing music wage data from submitted budgets in prior tax
credit programs and from music contractors. After determining the highest to
lowest qualified wage figures per .type of production, ranges with percentage
points. by production type were calculated.
{d) Ranges to establish the points for the above criteria shall be posted on the
CFC website prior toany application. period,
(e)The:jobs ratio calculation shall not include any increase to the tax credit from
work outside the Los Angeles zone or qualified visual effects incurred in
California as set forth in Section 5524.{e). It also .shall not. include.any increase.
to the #ax credit from expenditures relating to a contingency or completion bond.
(f) The jobs ratio multiplied by (total. points {acquired in (b)(1)-(3), as applicable)]
x 1/100)+ 1 shall be the adjusted jobs ratio which shall be utilized to rank
qualified motion pictures within each .category during the .application ..process,
pursuant to Section 552.1..{i).
(g)This process sha{I be automatically calculated on the online application,
based an the.information provided by the applicant.
(h) If:information .submitted by an applicant is overstated on the .application,.the
applicant will be penalized as provided in Revenue and,Taxation Code Sections
17053.98{d)(2) and 23698{d)(2).
Authority Cited:. Sections 17053.98(e).and 23698(e), Revsnue and.Taxation
Code, Section 111.52, Government Code: Reference: Sections 17053:98 and
23698, Revenue.and Taxation Code, Section 14998.1, Government Code
Section 5528. On Screen Credit and Promotional Requirements
{a) All productions that are issued a tax credit certificate shall be required to
comply with the ,following provisions

}

{1) Provide an on-screen acknowledgement to: THE STATE OF CALIFORNIA
AND THE CALIFORNIA FILM COMMISSfC~N and include the California Film
Commission Logo, to be provided by the CFC to the applicant,- except where that
acknowledgement may be prohibited by the Children's Television Act or any
other local, state, or #ederal government policy. Such acknowledgement and logo
25

shall appear on every episode of a television series except where prohibited- as
above.
(2) Provide five(5) production stills in digital file format cleared by the production
company and with cast approvals to illustrate the diversity of California locations
and/or job creation for promotional use by the CFC.
Authority Cited: Revenue and Taxation Code, Secfiion 14998.1, Section 11152
Government Code. Section 17053.98(e)and 23698(e), Revenue and Taxation
Code, Section 14998.1, Government Cade.
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CaaBforr~ia Fi1n~ and Television Tax Credit Program 3.0
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j

Credit Allocation Le#ter

~

Production Title

~

Praductian Type

~

I

D~~~

Fisca! Year

~ Independent Fiim

~_ __. a .~.. __... _ ~. ,~M.._A.... _ w... _ _ ~..._ ..~__~_ _ .~~._ ~...._~...

~
~

P~roductio~► Period _ _

~

ufifie

P

.... ~
.~..

~... _

_.

~

n

~
~.

a~p~yer

~
~ .
~

~

_..,

Taxpayer 1{} Number:
TYPe of Enti#y:
_ __._ _ .__. _ __.. _ _ ~ ~__, _ ___. LL _
_ _

~
~
a

-Zip:

j

Phone:
Cell:
Email

t

...,,i

_.Estimated S#art-pa#e ~f Pr~nc~pal-Rt~o#ograpMy
Es#imated End Date of Post-Production

Applicant Entity:
Production Contact, Title.:
Address:
_ ._
City'
State:

'~
~
k
1t
~
~
~.

t~
~

f
,

_ _.._ _ .

_

..~ ._ ..~ . a .. _._, _ ..__... ~ _ _... _ _..

T`~dC C~E~~T A~L~C~7'~t~N ~ES~Ri/~D
3
The allocation of tax credits indicated in this letter are not
guaranteed and are onty an estimate. Fina! granting of tax
credits is subject to
examination and verification of the claimed Qualified Expend
itures, pursuant to the laws and regulations of the Califor
nia ~itm and ?`elevision Job
Retention and Promotion Act.

,,.:,,

Granted....by:

'~~..
California Film Commission

Date
HOBO Hollywood 81vd, Suite 90~• Ho~ywood, CA 9(1028 • Tei: 323.860.2960
Fax: 323.860.2972 •We0sile: www.fiim.ca.gov •Email: incentiveprogram3~film.c
a.gov

CSC Form D3 June 25, 2019

~~~=_r:.
~..,.

in an effort #o report #fire .significant. impact a production

has an.the local economy,

the CFC requests an estimate.
of local expenditures and wagesfor each county(excluding L.A. count
y) where diming occurs, Please fill put
one form for each county where your production filmed..
,

t~tstructia~ns far Accountants: For all ou# of Los Angeles counfy purch
ases and/or rentals,.the county where
the vendor is located must be noted. Do not include items
purchased andlor rented in L:A. county. For wages
(local hire payroll only), note the county where.the work incurr
is
ed during prep, shoot, and strike. Please crea#e
a free field code for each coun#y, e.g., HG for.Humboldt cqunty, OC for
Orange coup#y, etc..so as to report the
spend'for each county. Exact spend is not crucial; estimates are
acceptabie.-

Product[on Title

Queue #~

~ourtt~!

S~o~~ dates

__

_

_

`Total Shoot Days for Entire Project
_ - Total # of Shoot~ays in Coun#y
Total #of Motet Roomy
4

Local Hired Cast

~

„

~"

Hotel Cost.
# of Cast

local Hired was
_
~acke~round
~~~formers
$
# of €~r~s-Background Performers

location Fees and Permits
Ali Other Local Rentals &
Purchases

~..00a1 h~IPBf~ .CP@W

# of Crew
T'ota! i.oCai P~yro(I

Tofat Lora! Vendor Spend

list any tbmmur~ity suppcxt, events,'and sponsorships vvitich the produc

tion mmparry provided in the county,if applicable.

This report was prepared by:
...
Title:

........Print Hams:
Email:

Phone:

Date:

~r'
7Q80 Hollywood Blvd. Suite 9Q0 •Hollywood, CA 90028•Tef: 323,660
.2960
Website: www.film.ca.gov •Email: incentiveordgram3Ca~fitm.ca.aov
CFC Form LE3.l~e~;~U~9-Rev. Sent 12.2019

California Fitrtt Commission
Fiim and Television Tax Gredit Program 3A

_

~ ~

_.:__ _~~._

E~°`~~verification Form: ~f,~L~~ ~~~`~~~~~P~~~'

Date

__~~.

Queue

Project Title
Pfimary Contact Name
Email Address

,

Office Phone

Cei! Phane

PRODIlCTiOt~t COMPAhfY VERiEfCATiON
Start Date

End Date

Department.

Tata1 # of Hours

Internship .Duties. Description:.

~_ .

'{
D Reviewed timecards and payroll records..
i""',
Submitted images of intern at work.U Yes

Verified intern is ai feast 18 years of age.
No

❑Verified intern is from CA High School; Community College, or approved career-based learning program..
Signature

Date

School 4R Career Based Learning program
Program Type 1 Degrees offered ~ Associate~ Certificates FI.S. Diploma ~ Other.

Q N!A

INTER[V ~t~~OR A►TtOPt d~ ACKN~~~.DGENI~7`
Name

Email

Area of lnteresi

Cell Phone

oReviewed stated hours worked.

~Survey completed.

Video testimonial submitted. ❑Yes ~lo

Signature

Daie

Form CR1 New!June 25. 2019
'7(1Rf1 4nIL...,.,...~ Of...n c,.:~.. rtnn _ u..~~_.......a i
,
.n....n~

r_~. +.... ...... ........

11 fllfflr

California Film Commission
Film and Television Tax Credit Program 3.0

(§

(=:·�,career Readiness Requirement
verification Form:

COtUHSSION

PROFESSIONAL SKILLS TOUR
PRODUCTION COMPANY VERIFICATION

Date ..... _________________ Queue# ----------------Project Title ------------,------------------------
Primary Contact Name ----------------------------------Email Address ---------------------------------Office Phone __________,__________ _ Cel l Phone-------------'-----Prof_eislonal SkJlls_Tour Verification
Tour Date(s } -------------------------------------

c.·

Location of Tour/ Department ______________ Total# of Hours __________
�rief description of tour activities and focus: _________________________

Submitted images of professional skills tour.

Signature ________________________ Date __________

CAREER REAE>INESS ORGANIZATl0N & AC�NOWl..1EE>GEMENT
Schoo l OR Career Based Learning Program _________________________
Program Type I Degrees Offered

D

Associate

D

Certificate

D

H.S. Diploma

D

Other ____

O

NIA

Classes Participating _________________# of Students Participating _______
Organizer's Name ____________,___ Position _________________
Email __________________ Phone ______-__________
-Signature ________________________ Date __________

Form CR2 New I June 25, 2019
7080 HollywOOd Blvd, Suite 900 • Hollywood, CA 90028 • Tel: 323.860.2960
Fax: 323.860.2972 • Website: www.film.ca.gov • Email: incentiveprogram3@film.ca.gov
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California FNm Commission.
Film and Television Tax Credit Program 3.0

-~~
-

~~ Verification Form. ~~~~~~~~,~~'~ ~. '~~~~~

l

~

~Ci~],
1~,~II~IC~~.~ 1►fi:~'\ `
Date

__-

~~~`

~l~i.il t~ia~~l~1►
Queue #

Project Titte
Primary Contact tVame
Email Address
Office:Phone

Celi Phone

PR~3DUC'flON COIk19PAMY VERIF6CAT1flP~
Externship Dates)
Location of ExEernship /Department

Total # of Hours

~_. s~rief desc~ip#ian a~ externship activities:

Submitted. irttages of extern.

❑Yes

QNo

Signature

Date

School
Program fiype I Degrees Offered ~ Associate ~Certificated M.S. Diploma
~Other

--

Name

Title

Email

Phone

~N/A

Courses Taught
❑Verified hours worked. ❑Survey completed.

Video testimonial submitted. ~ Yes

Signature

Date

Form CR3 New /June 25, 2019
7080 Hollywood Btvd, Suite 900 •Hollywood, CA 90028 •Tel: 323.860.2960

Q No

California Film Commission
~iim and Television Tan Credit Program 3A

Cap

r +eadi e

verification Form: ~

~qu~rement

~~; ~~~~~~

~

~' / 1~

Date

Queue #

Project Titte
Primary Contact Name
Email Address
Office Phane

Ceil flhone _

PRESENTA'T!t?N, UVCff2KSHOP, OR PANEL.PRESE~lTERS
Name

Titie

Name

Titie

Name

Title

Name

Titie

Name

Title

Presents#ion Date

Total # of Hours.

Primary Contact Signature

Date

School OR Career Based Learning Program
Program Type./ Degress O#fered ~Associate.❑ Certificate H.S, Diploma~ Uther
VNor~Cshap /Event "topics:
Ctasses Participating
arganize~'s Name
Email
~.-~~ Organizer's Signature
~t,

# of Students Participating
Position
~ Phone
Date

Form CR4 New /June 25, 2ot9
7080 Hollywood Bivd, Suite 900 •Hollywood, CA 30028 •Tel: 323.860.2960
F>~ z~z aan ~e~~.~~mti~~m ,.n...,sin, ,.> ,...,,,c.~~n ~,,,.e~.~.,e.,r...r~,,,~~ri,., ,.~ .....,

~ NIA

Calift~mia Fiirn Commission
Fiim and ~'etevision Tax Credit Program 3A

~~
~ ~~~ ~~ !1"~ ~~1~
..:;~1eri~i~aton Form: ~~[`~~,t~,lL ~'~~~~~~ ~-0~

Date

Queue #

Project Tins
Primary Contact Name
Email Address
Office Phone

Ceil Phane

~Donatian receipt from organization attached.
Signature.

+
Date

Organization / Eund
Amount of Contribution

USE ~~ ~'1J~t[9S; ~9i~h Schools
Teacher Professional Development &.Externships
Curriculum Development
a

Equipment, Materials, Facilities
Program Promotion

NOTE: Write the check to "Californians Dedicated to
Education Foundation" write an the cltiedc "career
Readiness Program" in the memo line. Please request a
receipt and submit it, along with the form, to the.CfC #or
verification of the eonMbution-when submitting final
documentation for a.tax credit certificate.

Convening Industry Partners
Student Leadership
C3ther
❑

No Preference

usE of FUNDS:corn unity co1le~~s
0

Non-Profit lntemship Fund

ATE: Write the check to °Faundafion for California
ommun ty Colleges;".write on the check "Non-Profile
temship Fund" in the memo line, Please request a
~ceipt and submit this form to the CFC for verification of
e contribution when submitting fiinal documentation for
tax credit ceRificate.

Form CR5 New / June 25.2019
7080 Hollywood Blvd, Suite 900 •Hollywood, GA 90028 ~ Tel: 323.860.2984

._
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1.

t

Ca6i#ornia Film and Television Tax Credit Program 3.0
•

tax Credit Certificate

Date.

Credit A1lacation ~.etter

~iscai Year

Prod~ct~on fii~le
Production Type

❑ Independent Film

Production Period

Start Date ofi Pn-Production
End Date of.Post-Production
__

Qualified Taxpayer
Applicant Entity:
Production Contact, Title;
Address:
City:
State:

'~~
__ _

f

~

_

~
f

Zip:.

Phone:
Cell:
Email:
Taxpayer ID Number:
Seller s Permit Number.
Type of Entity:
Copyright Registration Number,

i
j

~IN~4L T~ CREQOT AMOUNT

i~

Pursuant to Revenue and Taxation Code sections 17653.98 and 23698,
this document cert~es that the above identified qualified Taxpayer has
been granted the amount offilm and Teteveisian 3'ax Cretlit describe
d as Wx credit allocation.
This certificate does not guarantee any tax benefits. Credits may only claimed
on or after July t, 2020; and only in accorctance with the
be
Revenue and Taxation Code. Purchased coedits attributable to an independ
ent film may not be used to offset or obtain a refund of sales and use
taxes.

i

i

Granied by:
F"._
~t

California Film Commission

Date

CFC Form M3 June 25,2019
`
7080 Hollywood Blvd, Suite 900 ~ Hollywood, CA 94028 ~ Tel..323.860.2960
Fax:323.860.2972 • Website: wunu.fiim.ca.gov ~ Email: incentiveprogram3@film.ca.gov

Califiort~~a Film ~ `Teievesion `Tax Credit Program 300
,4GREED UPOfV PROCEDURES
For Projects with Credit ANocation Letters issued on or after .iuly 1, 2020
9. introductipn
`Program 3A provides tax credits far qualifiied expenditures incurred when prt~ducing qualified
motion pictures. The tax credits can be used to offset ei#her California personal or corporate
income taxes or sales and use taxes. A production company requesting a tax credit rnus#
submit an Independent Certified Public Accountants Report on Applying Agreed-Upon
Procedures (the `Report') to demonstrate compliance with the program's requiremen#s.
~1. StaY~tory References
CaJifnrnia.Revenue_and~axa#ion- Cade-Sections:
1. 6902.E (sales and use #ax);
2,.17053.98 {personal income tax)
3. 23698 (corporate incometax)
Q. California Cade ofi Regulations, Tit1~ 10, Chap#er 7.Z5, Sections 5520 - 5528
I81. ~~neral
The following Agreed lJpan Procedures(AUP)are to be performed by a certified public
accountant(CPA)with an active California license to pertorm attest sersices. The CPA cannot
provide production accounting services artd agreed upon procedures services to the same
prad~ction company as per Rule 101 of the American institute of Certified Public Accountants
Code of Professional Conduct and its interpretations and rulings. The CPA shall have
successfully completed a California Film 8~ Tetevision Tax Credit Program 3A Orientation
Meeting for CPAs. The accounting firm performing attest services must provide a letter from the.
board of review in the state in which the firm resides, evidencing the firm has actively
participated in a peer review program for CPA fiirms performing Agreed Upon Procedures within
the past 3 years from date services are rendered and has received a "pass" on said review. if
fhe firm performing attest services is newly formed,the firm must provide evidence it is
registered vu~ith the board of review in the state in which the firm resides for a peer review in the
future.
The selected CPA mus# have sufficient knowledge of accounting principles and practices
generally recognized in the film and teleNision production industry. The CPA shall read the
statute, regulations, guidelines, Qualified Expenditure Charts, Budget Tagging and Tracking
Tips, and other Program 3.0 materials posted on the California Film Commission website. The
appendices andlar exhibit numbers noted in red are .included with #his Report..
1

y
The following codes for expenses which are used to "tag" expenses by the production compan
ures;
ge
Expendit
are as follows: ZC —Out of Zone.Consumabies, ZE — Out of Zone Non-Wa
Q'IYV—Qualified Wages, t~E —Quai~fied Non-Wage Expenditures, MV1l-Music Wage
of
—
Expenditures, VU —Visual Effects Expenditures, ~Z — Ouf of Las Angeles Zone,ZVN Out
NonNQ
Los Angeles Zone Qualified Wages, LW=Local Hire labor Qualified Wages,
Qualified Expenditures, XX— hon-qualified expenditures purchased/rented outside of CA.
1. The Report shall be prepared for the use of the following specified parties:
a. The production company(Company);and
b.. The California Film-Commission (CFC}
2. The Report should include the California CPA license number ar proof of a valid out-ofstate accounting firm registration for the firm practicing attest services.
3. The name of the production, the category (Feature Film, Independent,.Film $10 Million
and under, Independent Film over$1~ million, Miniseries, Television Series, Relocating
Television Series, Pilot), Queue number and,its Credit Allocation Numbermus# also
appear on the Report.
4. The Report must be dated as of the last day of the performance of all procedures.
5. The Company's cost report must be presented in U.S. dollars.
6. The Company must provide documentation of all funds expended on the production both
within and outside. of California including pre-production, production and post-produc#ion
periods.
7. Please include CPp name and contact information for the CPA responsible for the
review and final sign off of the Report:
8. !f, in connection with the application of the agreed upon procedures, matters come to the
CPA's attention by other means that significantly contradict the subject matter or
assertion, the CPA should contact the CFC.
AGREED 9JPON PROCEDIlR~S
in
The CPA shall perform the following procedures. Any exceptions are to be listed as a finding
tMe CPA's report on applying agreed-upon procedures.
N. Eligibi0ity
1. Obtain the detailed cost ledger (e.g., Bible) of California Qualified Expenditures and
Total Production Expenditures.
2. Obtain access to Applicant's an-line Application and submitted materia►s from the
Company,including the CFC-approved Qualified Expenditure Budget and Adjusted Jobs
Ratio Comparison Calculator, ~~t~ik~iY 2

2

3. Obtain and read the Company's Credit ~411ocatiar~ Letter (CAL). Indicate in the Report Ette
CFC Approved Jobs Ratio as stated by the CFC on the Credit Allocation Letter. Note in
the Report the amount of tax credits reserved.:
4. Ob#ain and inspect post-production documents (e.g., facility invoices) evidencing the
date the final elements (e.g., final composite answer print, domestic air master, or digital.
cinema files} were created (foreign.language or archival element creation does not
apply). Determine and document in the Report the Qualified Period of the production,
which begins as of the date of the CAL and ends 30 days after creation of the final element. Verify that the Qualified Production Period does not exceed 30 months afterthe
date on which the CFC issued the CAL. Include Final Element Creation Letter as
attachment Exhibit A.
5. Obtain and inspect documentation {e.g., ca(I sheets and/or production reports, shooting
schedules)
following, for all principal photography days for the production in order to determine the
a. Based upon the inspection of the documentation, state the percentage of #otal
California principal photography days as a percentage of the total principal _
photography days.(The total principal photography days in California ratio can
be obfiained by dividing the number of days of principal photography in California
by the total number of principal photography days).
b. State the number of principal photography days outside the Los A;~geles zone
(OZ). As per Revenue and Taxation Code Section 17053.98(a)(4)(D)(i}(IIJ(ib) and
Section 23698{a)(4)(D)(i)(II)(ib); only include in the day count OZ principat
photography days in which the first scene of the day was photographed outside
the Los Angeles zone. Mote amounf of OZ days in fihe Report ~n~ ~tat~ the
percentage of principal photography days outside the Los Angeles zone.
6. If the produc#ion did not meet or exceed 75% per the procedure in Section 5(a) above,
perform the following procedures:
a. , Obtain a detailed cost ledger of Total California Expenditures (including qualified
and non-qualified expenditures) and the Total Production Expenditures. State.
the ratio of Total California Expenditures to the Total Production Expendi#ores.,
b.

Select a sample of expenditures from the Total California Expenditure
population (including qualified and non-qualified expenditures} according to the
sampling methodology noted in Appendix A2

c.

For each expenditure item selected, obtain and inspect invoices, proof of
payment(e.g., bank statements, check images, credit card statement and
reimbursement checks, if applicable) or other equivalent documentation. Verify
that the expenditure amount agrees with the invoice and was incurred and paid
for services and goods in California. The full value of all assets may be taken
when determining eligibility if assets were rented or purchased and used in
California. Adjust #or known. errors and recalculate Total California Expendi#ores
and determine if 75°l0 of Total Production Expenditures were spent in Califomi~.

3

7. Inspect the detailed cost ledger of Total Production Expenditures to determine that the
Totai Production Expenditures meat the. minimum thresholds for Feature Films,
Independent Films, Miniseries, Pilots, Refacating Television Series and Television
Series per the statute.
8. Career Readiness requirement:, Obtain appropriate verification fo~rr►(CR1-CR5)from the
Company issued by the designated representative of a California high school,
comrnunitycollege or career-based learning and training: program approved by the CFC
which states that the Company his satisfied all the Career Readiness requirements.
This form is a requirement to be eligible for the issuance of the tax credit certificate. If
the Company made a financial contribution,.verify contribution of-.25% of estimated tax
credit(minimum contribution of _$5,400, maximum contribution of $12;000) and include
proof of payment and a copy of the Career Readiness Verification form with the Report,
Exhibit B.
9. Pi(of Skil(s Training Program: Obtain verification and copy'of the receipt from the
Company issued. by the Pilot Skills Training program fiscal agent that a cantr'rbution of no
less than 0.25% of the estimated.tax credit(per the CAL)was paid. A portion may be
:refundable if the tax credit amount is significantly reduced due•to reasonable cause
(contact the CFC if reasonable cause may be``a factor). Include proof as attachment
~chibit ~.
10.if Company has not met:eligibility standards as noted above, There is no need to
continue with the AUP. Nofi~y the Company's management to inform the:CFC that they
are ineligible for the tax credit program.
V, Qualifped Non~VVage expenditures (t~E)- 9nsicle and Outside the Los Angeles Zone
1. Inspect the- detailed cost ledger and verify thatall QE are qualified as defined in
California Revenue and Taxation Code ~7053,98(b)(16) and 23698(b)(16) and da not
include Non-Qua{+fled Expenditures(NQ)as defined in 17053.98(b)(21)(B,)(i)-(ivy or
23698(b}(21)(B)(i}-(iv). Adjust QE for any NQ noted. Remove any findings from the
population to be sampled below,
2. Select the non-payroll samples from the detailed cost ledger according to thesampling
methodology noted in Ap~er~dix A2. For Television Series, the CPA must sample items
from each episode, including amortization costs. Far each expenditure item selecfed in
the samples perform the fallowing procedures:
a.

Inspect invoices, proof of payment (e.g., bank statements, check images, credit
card statement and reimbursement checks, if applicable) or other equivalent
documentation. Verify that expenditure amount is correct, incurred and paid for
services incurred and goods purchased or rented and used in QE must be
purchased or rented from a California In-State Vendor as per Section 5520(d) in
the Regulations. If purchased from an Internet source, verify item was
purchased from entity registered to do business in California and shipped from a
California location to a California location.

b.

Verify that the expenditure was not associated with activities specifically
excluded by the statute.
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c. Verify that the expenditure was allowable as defined by sections
1~053.98(b){16) and (b)(18)(B)(i)-(iv)and sections 23698(b}{16j and
(b)(18)(B}(i)-(iv)of the statute. In particular, inspect travel costs.
d. Verify that the expenditure was not for in-kind services.
e. Verify that the expenditure was recorded net of any refunds,- insurance claims,
credit notes received for discounts, rebates, invoicing errors, and .purchase
returns, as recorded in the cost report.
f.

Verify that the expenditure was recorded net of proceeds from any sale ofi the
production assets.

g.

Verify that the expenditures purchased andfor rented.in California are prorated.
to reflect any usage out of the state.

h.

If applicable, and expenditure is de#ermined to be an electronic asset with a
purchase price of $250 or more or an asset with a purchase price of $10,000 or
mare, verify the asset is included in the correct asset listing. If it is not included,
include in asset listing, ~xh~bit D.

i.

Verify that the expenditure {regardless of when paid) was not incurred prior #o
the date on v✓hich the CALvvas issued. For insurance premiums, stage rentals,
completion bond, or office rent payments made prior to the issuance of the CAS,
confirm that these costs are prorated by the number of pre-production,
production and post-production weeks and that only the prorated costs after the
CAL date are included in QE. With the exception of insurance premiums, stage
rentals, completion bond and/or office rental, prorations are not allowed; if a -proration has been rr~ade iro error, make adjustment and include in the Report.

r
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j.

Verify that the expenditure (regardless of when paid) was not incurred more
than 30 days after creation of the final element.

3. For exceptions noted in the QE testing in procedure 2 above:
a. For the sample identified in the Tap Stratum of Appendix A2(Non-Payrr~ll), adjust
CAE for known errors noted during your testing.
b. For the samples identified in Appendix A2(Non-Payroll)as Stratum 1 and
Stratum 2, adjust QE for known errors noted during your testing and project the
misstatement results of the samples to all items from which the samples were.
selected. For purposes of calculating the projected misstatement, divide fih~
monetary amount of misstatement of the exceptions identified by the sample
population total amount (rate of misstatement). Multiply this rate of misstatement
to the total expenditure population from which the Stratum 1 and Stratum 2
samples were selected (refer to Appendix B for a misstatement examp{e).
Perform the following procedures based upon the results of the calculation of the
projected misstatement:

S

_-

1} Jf the projected misstatement does not exceed 2% of Qualified California
Production Expenditures (non-payroll), document the projected
misstatement in Exhibit E, the list of noted non-payroll exceptions. Do not
make any adjustment to QE for a projected misstatement.

'

2) if the projected misstatement exceeds 2% of Qualified Caiifarnia non-payroll
Production Expenditures, select a second additional sample according to the
sampling methodology noted in Appendix A2(Non-Payroll)far Steatum 1
and Stratum 2. Recalculate the projected misstatement-.for the second
additional samples. If the projected misstatement for the second additional
samples does not exceed 2%, dacumer~t the projected misstatement in the
Report. Do not make an adjustment to QE for a projected misstatement;
however, do adjust QE for noted known errors in the second samples. If the
projected misstatement from the second samples exceeds 2% of QE,adjust
QEfor the average of the two projected misstatements to QE population not
sampled.
c. Attach a -listing of any known exceptions noted in the QE tests in procedures 2
and 3(b) above in Exhibit E. The listing should include amount, vendor/person,
and nature of discrepancy.

4. CObta n from fhe Gornpany a statement, either separately or within the representation
le#ter, that alt outstanding purchase orders and all invoices for qualified expenditures
` :have been paid and at#ach as Exhibit F. If applicable, fiar any invoices or purcfiases
orders that have not been paid, deduct expenditures from total 4E.
`5. Sort the detailed cost ledger by invoice/ledger posting dates. Inspect the descrip#ipns in
the ledger for invoice/ledger posting dates which are prior to the Qualified Period and
14 days after issuance of the CAL. Afterfinal element creation, inspect the de#ailed cost
ledger 14 days after element creation and thereafter. Based on this description
determine if expenditures were incurred within the Qualified Period. Sumrrtarize and
.inquire with client those expenditures which appear to be outside the Qualified Period.
Based on your inspection and the inquiries with Company,adjust QE forany amounts
outside the Qualified Period.
6. For the qualified items listed which requEred full or partial payment, such as insurance.
...premiums; stage rentals, completion bond, or office rent (if not reviewed in procedure
{V}(2)(i), made prior to the issuance of the CAL, confirm that these costs. are prorated by
the number of pre-production, production and post-production weeks or obtain a
statement of allocation from the California based broker and/or completion bond
company. Confirm only the prora#ed costs after the CAL date and no more than 30 days
after creation of the final element are included in QE.
7. Obtain fixed asset listings from the Company of all assets used. in the production as
follows:(1) all electronic equipment with a purchase price equal to or greater thin $250;
and (2) all other assets not considered electronic equipment with an original purchase
price equal or over $10,000. The listings should indicate the status of the assets (fi g.,
destroyed, sold, donated, being held for future productions, given to cast or crew, etc.}.
Attach a copy of both asset listings as Exhib6t D. For all assets on the listings perform
the following procedures
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a. For all electronic assets (include electronic assets purchased for set dressing
and/or prop purposes) including but not limited to computers, hardware and
relevant components, printers, copiers, etc. with a purchase price equal to or
greater than $250, verify that the QE is the lesser of the net costs of the asset
after sales proceeds (if assets sold) or 20% ofi the original cost.-if asset was given
to anon-qualifying cast or crew member or sold to anon-qualifying cast or crew
member for less than 20% of original purchase price, verify that the cast of such
asset is not included in the QE.
-

b. For all assets equal or over $10,000 not including electronic equipment, veri#y the
- foNowing:(1) if the asset is sold, verify that the QE is the lesser of the net casts
of the asset after sales proceeds or 50% of the original cost of such asset; (2) If
the asset is retained, verify that the QE is 50°/a of the original cost of such asset;
(3) If the asset is destroyed during the process of production, verify that the
production company maintains documentation to support the destruction of the
asset (e.g., caH sheets, production reports, still photographs, video footage, etc.)
and allow 100% of tha# asset; and (4) If the asset is given to anon-qualifying Gast
or crew member or sold to anon-qualifying cast or crew member for Jess than
50% of original purchase.-price, verify that the cost of such asset is not includedin the QE.
c. `Based on description in the detailed cost ledger, search the detailed cost ledger
for primary electronic assets by description name, including cameras, copiers,
priniers, computers, televisions ana monitors. inspect QE found for any
purchased. electronic assets equal or over $250.00 not included on electronic
asset list and include in electronic asset listing.
d; Fir exceptior?s noted ir. pro~ed~res {a), (b;, and (c)above, adjust CAE far l~r~c~wn
errors noted and include the listing of those errors in E~ch~~o4 ~.

$. Obtain a listing of customized leased or rented items which are manufactured,
assembled, or fabricated to specification ~.~ith lease payments aggregating $10,OOQ or
more. Verify that these items are included an the asset listing noted above
.(Expenditures, procedure 7) if they meet any one of the following four conditions:
a.

1f the term of the lease exceeds 75% of the life of the asset;"

b.

If there is a transfer of ownership to the lessee at the end of the lease term;

c.

If there is an option to purchase the asset for substantially less than fair market
value ("Bargain price")at the end of the lease term;

d. !f the present value of the lease payments, discounted at an appropriate
discount rate, exceeds 90% of the fair market value of the asset.
Any such rental or lease agreement that meets the above standards for a capi#al lease
wi11 be considered a purchase and subject to the 50% limitation for purposes of
determining QE as per above expenditure procedure 7(b).
'`!f the asset value or asset life is not explicit, please contact the:CFC to discuss.
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9. Verify with the Company the names of any and ail visual effects, digital effects, post
production sound and/or title companies which worked on the production whose cosfs
are being claimed.as QE. Verify that a{I listed parties have provided the Company with
documer~tatian (e,g., letter on lett$rhead signed by managerial.:level personnel with
knowledge of the project, with contact information including address and phone number)
indicating the dollar amount of work which was'performed in the. state. If applicable, the
letter must state the names of any subcontrac#ors and indicate the dollar amount of work
that was performed in the state through those subcontracted vendors. Verify that only
the amount of work performed within the state of California is included in the total QE.
Adjus# QE far any. work which was not performed in California: Applicant must include
vendor letters and list of such vendors..i~ Exhibit G,-the verification letters.
10. Verify with the Company that any insurance claims.related t~ QE have been properly
creditetl in the cost report and obtain a signed letter from a Company representative (or
as part of the representation fetter) stating that the. applicant (indicated in the CAL) has
properly disclosed all insurance claims whose costs are being claimed as QE..Verify
that completion bond expenditures, if applicable,. are reported net after rebate and
include in Euhibit F.
Vi. Qualified ll~fage Expenditures (QVI/)- Inside.and Outside the-Los Angels.Zone
1, Ob#ain documentation (e.g„ email or fe#ter on letterhead's gned by authorized
representative} from the payroll service verifying that there are no outstanding invoices
pending for work incurred up to 3Q days after the creation of the final etement. Adjust
QW (and QE if applicable) for any non-paid invoices. Applicant must include a payroll
representative letter or email with documentation submitted as Exhibit H,
2. Inspect the detailed cost ledger and verify that it only contains account codes enfered for
qualified individuals as defined in California Revenue and Taxation Code Section
17053.98(b)(17)(A) and (B)(i-ii) or 23698(b)(17)(A) and (B)(i-ii), and that all wages are
qualified as defined in 17053.98(b)(21 }(A)(i)-(iv) or 23698(b)(21)(A)(i)-(iv). Adjust QW for
any non-qualified individuals or misclassified wages. Remove findings from population
in the next procedure.
3. Select a sample of employees from.-the Qualified Wages in the detailed cost ledger
according to the sampling methodology noted in appendix A2 {Payroll}. For a Television
Series, the CPA must sample #rorn each episode, including amortization costs. For each
employee selected in the sample perform the following procedures:
a. Compare the amount of the QW in the detailed cost ledger for fhe individual with
the payroll register from payroll company which incorporates payro{I with week
ending dates within the Qualified Period. For any variances determine if tf~e cause
is due to vacation pay, holiday pay or equivalent reconciling items. Disqualify all
salaries, wages, and fees included in the detailed cost ledger that are not included
in the payroll register or unknown variances.
b. Inspect time cards, production reports, call sheets or other equivalent
documentation. Verify that wage amount is incurred for services performed in
California.

~.

c. Inspect invoices from "qualified entities". Verify the date the expenditure was
incurred, and that the loan out company nameand the amount of the expenditure
agrees with supporting payroll records. Verify that the expenditure was incurred in
..California.
d. Verify that the QW only include #hose expenses listed in Revenue and Taxation
Code Section 17053.98(b)(21)(A)()-(ivj or Section 23698(b)(21)(A)(i)-{iv) and do
not include any of the expenses listed in Section 17053.98(b)(21 }(B){i)-(iv) or
Section 23698(b)(21){B)(i)-(iv).
e. Determine that only "qualified individua►s" as defined in Revenue and Taxation
Code Section 17053.98(b)(97) or 23698(b)(17), received QW.
f. Verify that all QW do not include compensation for any work incurred out of the
state.
g. Verify that the QW (regardless of when paid) was not incurred prfor to the date on
which the CAL was issued.
h. Verify that QW (regardless of when paid) was not incurred more than 30 days after
:creation of the final elements.
i. Verify that the QW are paid by the Company or its payroll service and only .include
those items indicated as QW on the Ca~aalified Expenditure Charts. If payroll entity
has a different federal ID for signatory purposes, contact CFC.
4. For exceptions noted in the QW test in procedure 3 above:
a. for- the sample identified in the T'op Stratum of appendix A2 {Payroll), adjust QW
for known errors noted during your tesfiing.
b...For exceptions noted in the C~~/test in procedure 3(a) through (i) above,for
the
sample identified in Stratum 1 in ,appendix A2(Payroll), adjust Q1/V forknown
errors noted during your testing and project the misstatement results of the
sample to all items from which the sample was selected. For purposes of
calculating the projected misstatement, divide the monetary amount of
misstatement of tF~e exceptions identified by the sample population tat~l amount
.(rate of misstatement). nAuftiply this rate of misstatement to the total QW
population from which the Stratum 1 sample was selected. PerForrn the following
procedures based upon the results of the calculation of the projected
misstatement:
1. If the projected misstatement does not exceed 2% of Q1N,document the
projected misstatement in the Report. Do not make adjustments to Q1Nfor
the projected misstatement.
2. If the projected misstatement exceeds 2°/a of QW,select a second additional
sample according to the sampling methodology noted in Appendix A2
(Payroll)forStratum 1. Reca#culate the projected misstatemEnt forthe
second sample. if the projected missta#emsnt for the second sample does not
exceed 2%,.document the projected misstatement in the Report. Da not
g
i

make adjustments to QW for a projected misstatement; however, do adjust
QW for Hated known errors in this second sample. If the projected
misstatement from the second sarnp{e selec#ion exceeds 2°/o of QW,adjust
QW for the average of the two projected misstatements,fo the'QW population
not sampled.
in
c. Attach a listing in Exhibit J of any payroll exceptions noted in the QW tests
entity,
or
person
amount,
procedures 3 and 4(b) above. The listing should include

and nature of discrepancy.,
5. Sock the detailed cost ledger by invoice!(edger posting dates. Inspect the descriptions
in the ledger for invoice/ledger posting da#es which are prior to -the Qualified Period
and 14 days after issuance of the CAt~. After the final element creation, inspect the
detailed cost ledger 14 days after element creation and thereafter. Based on this
description, determine if QW including qualified fringes were incurred within the
Qualified Period. Summarize and inquire with client those QW which`appear to be
outside the Qualified Period. Based on your inspection and the inquiries with
Company,adjust the QW for any amounts outsitle the Qualified Period.
6. Obtain the final."galley" or "checker" or electronic version of the main (if applicable}
.and end title credifs for the'production.
a: For those individuals. recei~ingboth above the line {ATL)and below.the line (BTL)
credits(Dual Role Employees),please note the names, qualified compensation,
and end title credits received and attach in E~hi6it K.
b. For any Dual Role Employee whose BTL wages are-not within industry:standards
or equivalent with other crew in similar positions, adjust QW.Additionally, verify
thaf QW for DGA Unit Production Managers and/or Assistant Directors with ATE
credits have no mare than $100,000 in wages (exclusive of guild or union or other
qualified taxes, fees, or fringes, if applicable). If determination cannot be reached,
contact the CFC to discuss.
c. Inspect the main and end tit{e credits for all individuals working in non-qualified
positions (e.g., performers, producers, directors, composer, etc.). Perform a
search in QW to ensure their individual wages are not included. Verify that al!
non-qualified individuals receiving only an A7L credit have no qualified wages
included in QW. Adjust the QW for known errors and note such findings in
Exhibit K.
d. Inspect end credits and note in the Report 'tf CFC acknowledgement and logo are
included or not included. For a television series or mini-series, the
acknowledgement and logo are required on each episode.
7. Verify with the Company that any insurance claims related to QW have been properly
credited in the cost report andobtain a signed letter from a Company representative
stating that the applicant (indicated in the CAL)has properly disclosed ~1l insurance
claims whose costs are being claimed as QW.The information in this letter can be
incorporated into the representation letter, Exhibi# F.
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8. Out of Los Angetes Zane Qualified Wages.Excluding Locat Hire i.abor (ZVk1}(Excluding
Independent Productions and Relocating N Series)
a. Select the top 15 highest paid employees from the detailed cost ledger.indicated
as ZW.!f the percentage of principal photagraphydays outside the ~,os Angeles
zone is over54% .per Eligibility procedure 5{b) aba~re, select the top 30 Z1N
employees.
b. Mnspect time cards and/or individual weekly payroll summary reports and note the
dates in which OZ location is indicated. Time cards may designate "bus-to" for a
nearby location outside the Los Angeles Zone and should include county.
c. Confirm OZ location is defined as an OZ location as per Revenue and :Taxation
Code Section 17053.98(a}(4)((II)(ib) or Section 23698(a)(4)(II)(ib}.
d. inspect shooting schedule, call sheets and production reports to determine that
ZW was incurred at the OZ location during the Applicable Period (~s defined in
Section 5520(a) of the Regulations).
e.. Obtain daily payroll report by individual or other relevant payroll raport and
reconcile the OZ wages identified in the ledger with the OZ wages in the daily
payroll reports by individual
9. l~or exceptions noted in ~Iil testing on procedure 8 above:
a. Adjust ZW for known errors noted during your testing.
_.

__

b. Project fihe misstatement results of fihe sample to the 71Iu from +~~ai~h tF~e simple.uvas selected. For purposes of calculating the projected misstatement, divide #h~
monetary amount of misstatement of the exceptions identified by the. sample
popula#ion total amount (rate of misstatement). fvlultiply this rate of misstatement
to the total ZW population from which the sample was selected. If the known
errors noted during testing result in an adjustment to NQ, rather than an
adjustment to QW,do not include these errors when calculating the rate of
misstatement.
c. If the projected misstatement does not exceed 2% o~ ZW,document tS~e.prtajected
misstatement in the Report. Do not make adjustments to ZVV for the projected
misstatement.
d. If the projected misstatement exceeds 2%, adjust ZW for the projected
misstatement amount to the ZW population that was not sampled.and reclassify
errors to CAW.
e. Attach known errors ar~d projected misstatement (if applicable) from the above
ZW procedures 8 and 9 as Exhibit L, the summary of wage exceptions related to
uplift and bonus points.
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10. Local Hire Labor,Qualitied Wages(LW)
a. Select the top 15 highest paid employees from the detailed cost ledger indicated
as L:W. If the percentage of principal photography days outside the Los Angeles
zone is over 50°lo per Eligibility procedure 5(b)above, select the top 30 LW
employees. `
b. Inspect documentation provided by production accountant and/or payroll service
and verify employee address is outside the Los Angeles zone. Payroll reports
should indicate employees by zip code to help identify individuals residing
outside the Los Angeles zone(as per section (d) below): If address is not outside
the Los Angeles zone, reclassify as QW or ZW,as applicable. If required
dacurnents are not.readily available and completed,the:wages will not qualify for
the ~W'uplift.
c. Inspect time cards and/or individual weekly payroll summary reports and note the
dates'in which OZ location is indicated: Time cards may designate "bus-to" for a
nearby location outside the dos Angeles Zone and shoultl :include county.
d. Confirm OZ location is defined as an OZ location a5 per Revenue and Taxation
Code Section 17053.98(a)(4~(11)(b) or Section 23698(a)(4)(11)(ia).
e. Inspect shooting schedule, call sheets,and production reports to `determine that
the qualified Loaa!Hire Wages were incurred outside the dos Angeles zone
during the applicable period (as defined in Section 5520(x) of the Regulations}.
f. Obtain daily payroll report by individual or other relevanf payroll report ar~d
reconci4e LW identified in the ledger with the qualified Local Hire wages in the
daily payroll reports by individual.
11. For exceptions noted in the LW testing in procedure 10 above:
a. Adjust LW for known errors noted during your testing.
b. Project the misstatement results of the sample to the LW from which the sample
was selected. For purposes of calculating:the projected misstatement, divide the
'monetary amount of misstatement ofthe exceptions identified by the sample
population total amount (rate of misstatement), Multiply this rate of misstatement
to the total LW population from which the sample was selected. If the known
errors noted during testing result in an adjustment to NQ, rather than an
adjustment to QW or ZW, do not include these errors when calculating fhe rate of
misstatement.
c. {f the projected misstatement does not exceec# 2°/a of t~W, documen#the projected
misstatement in Exhibi# L. Do not make adjustments to LW for the projected
misstatement.
d. if the projected misstatement exceeds 2%, adjust LW for the projected
misstatement amount to the !.W populatwn that was not samp{ed. Reclassify the
projected misstatement amount.proportionally to.QW and ZW,as applicable.
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VI#. MusBc lidage Expenditures (ti4l1lV)(does not apply to Independent FBims with
t~udgets of
$10 f~Ai6ieora Dollars and under)
o-

1. Identify MW wages in the detail~cf cost ledger paid to individuals with the following job
classifications;:instrumental musicians, vocalists, music arrangers, orchestra#ors,
Muskat Instrument Digital lnterface(MlDI)transcribers, music copyists, music librarians,
conductors(unless also composer), musician and choral contractors.
2. If wages were paid by the Com pany or its payroll service, select a sample of the top 14
wage earners and verify through payroll ledger that the individuals had MW qualified job
titles per the listing in procedure (Vil)(1).
3. If wages were paid by a third-party music payroll service, select a sample of the top.5
transactions (by dollar value), examine backup documentation (such as invoices,and
check copies) and verify that all tested amounts represent MW qualified }ob titles. per
the
listing in procedure (V!i)(1).
4. Adjust total. MW wages for any errors noted and attach #findings to Exhibit L.
Vt~l. ~on~~alified ~x~eneiiture Testing (non~ay~o91)
1. Select a sample of hIQ (other than payroll) from the detailed cost I~dger which includes all
items $25,000 or over and haphazardly select an additional 15 items.
2. For each expenditure item, inspect invoices, proof of payment or other equivalent
documentafion. Verify that the expenditure was not qualified as per Revenue &Tax
code
_.—
17fl~.y8(~}{21)~B)(i-iv) or 2.s~98(b)(21)(~3)(i-iv) and was not purchased or rented and used
in
California during the applicable period.
3. Far exceptions noted in t6~e prior procedure, adjust for known errors and as per findings,
reclassify as QE or QW. Utilize these additional findings, if applicable, whin calculating
Jobs
Ratio and tax credit amount. Attach findings and stateerror rate in ~xhibi~ ~HH, the lis# of no#ed
NQ reclassifications.

IX. Relayed Parties ~ Other Affiliations
7. Obtain from the Company a schedule listing of a(I related party transactions {including
parties with a 5% or greater ownership in or affiliation with the Company)forwhich the
Company is including the transactions in the California Quaiified,~xpenditures. The
lis#ing should note the type of relationship between the related party and the Company
and the nature and amount of the transactions.
2. Obtain a signed letter from a Company representative stating that the applicant
(indicated in the CAL)has properly disclosed all related parties and relafied party
transactions and that the schedules produced in accordance ~nrith item numl3er 9 above
are complete and accurate. This statement maybe included in the applicant
representation. letter, Exhibit ~.
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3. From the schedule obtained in item numbeC 1,select a sample of related party
transactions far testing. Select al! transactions greater than $25,000; if related party
issues were addressed, it is not necessary to retest items tested in QE procedure V{2)
and/or procedure QW procedure VC(3}. For the transactions less than $25,000,
haphazardly select;15 transactions #or testing. Perform thefollowing procedures for
each rela#ed party transaction selection:
a For selected QE paid #o related parties:
(1) Inspect studio rate cards or comparison bids obtained by the Company to
determine that related party transactions did not exceed t1-~e highest
rate/bid. In addition, inspect pass=Through vendor invoices to determine
no markup was added. Any expenditures above the'highest- ratefbid
and/or which were marked up when passed'through the'related party
must be Hated and explained on the related party transaction listing
attachment; see`procedure #4.
(2) Verify that the expenditure is allowable as per QE procedure V(2).
b. For selected QW paid to related parties:
(1) Verify that any arnaunts paid #0 individuals as defined in Revenue and
Taxation Code Sections 17053:98 (b)(17)(B}(i-ii) and 23698(b)(17)(B)(i-ii)
are-riot included in QW.
(2) Verify that the wage is aHawable as per QW procedure VI(3):
(3) Compare rate of pay with applicable union rate or industry standard far
position. If industry standard wages for type of position in relation to
.production type and budget levels are not explicit, contact the CFC.
(4) For any qualified wages paid by a related parry, verify that the wages paid
by the related party are by the same entity (same federal ID #)in which
the Applicant is paying wages. If not, expenditure must be considered
'non-wade. (If paying enEity has a diffe~entfederal ID for signatory
purposes,.contact the CFC.)
a. Request documentation from related party to verify that employee of
related party worked on the production (e.g., time card, crew list,
production report, screen credit).
b. For studio personnel whose wages are prorated based on work on
other studio productions, request documentation to verify proration is
accurate, based on comparing salary with payments on other studio
productions.
(5) Attach. an electronic listing as exhibit N of aN related party transactions
obtained in procedure 1 above. Note and explain any sampled
transactions that did not have comparison bids, were above the higher
rate/bid, and/or were marked up when passed through the related party.
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X. ion-l~c~eper~de~t ~rodt~ctec~ns: At#cl ~~onai ~~x crec~mt calcsa~a~~oat (Uplifts}
Note: This. procedtare is not applicable to Relocating.Series in their first season in
California,
7. Visual Effects
a. Obtain from the Company a detailed listing of ail worldwide visual effects(VFX)
expenditures from the detailed cost ledger and cross reference amounts from VFX
vendor letters in QE procedure V{9)with inspection of invoices, ledgers, etc.
(Exhibit G). Determine if the production spent either a minimum of $10million
dflifars or 75% of their total worldwide VFX expenditures on qualified VEX in
California. ff so, note percentages and amount in the Report.
b. Obtain a signed letter from a Company representative stating that the applicant
(indicated in the CAL)has properly disclosed all visual effects expenditures
wot'Idwide. Include as part of the representation letter Exhibit F.
Note: If VFX spend does not qualify for uplift but the Company has qu~li~ed VFX
.expenditures, perform procedure below to determine amount of qua/~ed VFX in
order to complete Jobs Ratio bonus points procedure in Section Xll(1)(a).
e. Selecf a sample from the detailed cost ledger items identified as qualified far the
visual effects uplift(W)containing the top 5 highest costs and 5 additional
haphazardly selected costs.
d. Verify the sampled costs were incurred in California and qualify far the additional.
5°/o tax credit(VU UpiifY) as per section 5520(aa) of the Regulations by reviewing
VFX categories indicated in green on the applicable Qualified Expendi#ure Chart
(QEC). Adjust W for expenditures which do not qualify for VlJ l~~li~t (or bonus ---points) and include in attachment ~xhebi~ S3, visual effects adjustment and
reclassification. If the sampled ~/U costs represent Oufside Contract Bids / VFX
~fendor costs, verify that the costs are prorated 70% QW and 34°Jo CAE as per
Revenue and Tax Code Sections 17053.98(b)(7} and 2369${b)(7). Reclassify
between QW and QE as necessary, based upon the errors noted.(Exhibit Q}
e. Note findings in ~xhib~~ Q, uplifts ana bonus points.
2. Out ofZone Expenditures:
a. Nan-wages— C.lutpf Zone Consumables Expenditures(ZC)
(t) Select top 15 ZC expenditures and hapha2ardly select an additional 70
items labeled ZC and verify that the expenditures were purchased or
rented from an auY of the zone vendor and meet the definition of a
consumable as defined in Section 5524(e)(3)(~) in the Regulations. In
particular, scrutinize equipment and/or box rentals from non-local
personnel, as #hey do nc~t qualify as ZC.
(2) Perform procedures in QE Section V{2)~ntess previously tested ,
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(3) For exceptions noted above, adjust ZC for known errors and project the
misstatement results of the sample to all items from which the sample
was selected.
(4) If the projected misstatement does not exceed 2% of ZC, document the
projected misstatement in attachment Exhibit P,summary of OZ
nonwages. Do not make adjustments to ZC for the projected
misstatement.
(5) If the projected misstatement exceeds 2%, adjust ZC for the projected
misstatement amount to the`ZC population that was not sampled and.
include findings in Exhibit P.,
(6) Utilizing findings from above procedures and calculate total amount of ZC
eligible for additional 5°!o tax credit. Note in attachment ~~hibit Q and in
exhibit 1R,.
b: Nan-wages = but of Zona Non-Wage Expendi#ures (ZE)
(1) Select top 15 ZE expenditures and haphazardly select an additional '{0
items labeled ZE and verify that the expenditures were purchased or
rented from an out of zonE vendor.
(2) Perform procedures in QE Section V(2)unless previously tested.
(3~ For exceptions, adjust ZE for known errors and project the misstatement
results of the sample to all items from which the sample was selected. If
the projected misstatement does not exceed 2% of ZE, document the
projected misstatement in the Report. Do not make adjustments to ZE for
the projected misstatement. If the projected misstatement exceed526/o,
adjust ZE for the projected misstatement to the out of zone ZE population
that was not sampled and attach findings in Exhibit P.
(4) Utilize findings in Eligibility Section IV (5)(b) to prorate the sum from
procedure above by utilizing the percentage of principal photography OZ
days in relation to total California .principal photography days to calculate
total amount of ZE eligible for additional 5%tax credit. Note in attachment
Exhibit Q and ~xhik~if '~/~.
c. Out of Zone Wages
(1) Utilize population in the ledger tagged as ZW incorporating findings in
QW procedures VI(8) and (9)to determine amount of ZW eligible fay
additional 5% tax credit during the Applicable Period. Include findings in
Exhibit (~.
(2) Utilize population in the ledger tagged as LW incorporating findings in QW
procedures VI(10) and (111) to determine amount of LW eligible foradditional 10% tax credit during the Applicable Period.. IncVude findings in
exhibit {~.
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XI: Independent Fitms anc9 Relocating TV Series: Additianai tax credit.calculation (Uplifts)
1. Local Hire 1~abor Qualified Wages {E.W)
a. Utilize findings from Section VI(10) and (11) to calculate LW uplift(5%~ for
Independent Films and Relocating TV Series, if applicable, and note findings in
Exhibit C~ and in ~~hibit ~ ~.
2. Visual Effects
~. For Independent Films with qualified expenditures $10 million or under, and
Relocating N Series, utilize findings in QE procedure V(8) and if applicable,
verify that top 5 highest cost and 5 haphazardly chosen expenditures tagged VU
were incurred in California and qualify for bonus points as per section 552?(b)(1)
of the Regulations by comparing to the VFX categories indicated in green on the.
applicable QEC.Adjust VFX expenditures .for costs which do not qualify for
bonus points. Verify that sampled Uutside-Contract Bids / VFX Vendor costs are

prorated 74°Io_QW and 30%o QE as per Revenue and Taxation Sections
17053.98(b}(7) and 23698{b)(7) and reclassify between QW and QE a~
necessary, based upon the errors noted. include findings in attachment
Exhibit O.

X9@a ~e-~~rn~~a~a~i~e~ ref Jobs Ratio
1. Qualified Visual effects
__.

_ _.

a. Utilizing findings from procedure 1 in Section X and ~rcacedure 2 in Section ~!,
state the amount of qualified visual effects performed in California eligib4e for
additional bonus points (no minimum VFX spend requirements for additional
bonus points) in attachment Exhabit Q.
2. Out of Los Angeles Zone Days
a. Utilizing findings from Eligibility Section iV (5)(b), state the number of principal
photography days outside the Los Angeles zone as defined in Revenue and
Taxation Code Section 17053.9~(a)(4)(D)(i)(II)(ib) and Section
23698(a)(4)(D)(i}(I1)(ib); state the percentage of principal photography days
outside the l.os Angeles zone as a percentage of the total ~rincipak photography

.days in California.

3. Musician Scoring/Track Recording Wages {exctudes Independent Films with qualified
expenditures of $10 Million Daftars and under)
a. U#ilizing findings from Section VH, state the amount of wages eligible for bonus
points. {Exhibit Q}
4. fJbtain ~4djusted Jobs Rafio Comparison Calculator (~xhibig 2)from the CFC website
- portal. Input findings related to schedule from Section 1V (Eligibility) and verified QW
and QE excluding completion bond fees or any "uplifts". Note maximum tax credit
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amount in re-computation is capped at CAL amount. Include the completed form
exhibit 2 in Excel format.
Note final jobs ratio in Exhibit 1A or 1B as applicable.
5. Compare original CFCapproved Adjusted. Jobs Ratio from Eligibility procedure N(3)to
the re-computed Adjusted Jobs Ratio. If the new Adjusted Jobs Ratio is significantly
lower than the original Jabs Ratio, a penalty may apply. If the Jobs Ratio has been
reduced by more than 10 percent, the credit will 6e reduced by the total percentage,
(e.g., if 9°l0, no reduction; if 12% reduction, then the penalty percentage is 12°~0). ff the
penalty percentage is over 20%, reduce by total percentage and'state in the Report.
6. If the Company states there is reasonable cause as defined in fhe Regulations,
Section 5520 (v.) tojustify the reduction `rn tfie Jobs Ratia, please inforrn a
representative of the Company to contact the CFC. Once the CFC has made a
determination, obtain verification from..the CFC antl recalculate the Jobs Ratio if
necessary.
XIIL Wrap~up Procedures
1.

As appiicabie, verify and note that the Independent Fi(m did not exceed a maximum of
$2.5 rnillian dollars in tax credits (the $10 million-dollar qualified expenditure threshold
.exclusive of uplifts] or the non-independent project did not exceed $20 million dollars
in -tax credits (the $100 million qualified expenditure threshold exclusive of uplifts.
Verify that uplift amounts do not exceed the maximum allowabte as per Section 5522
(f)and'(g) of the Regulations.

2.

If applicable (if the production does not meet the 75% principal photography threshold
in Section IV Eligibility procedure 5), recalculate the 75°/Q spend test (e.g., Eligibility
procedure 6)after accounting records are revised for findings in QE and QV1f
procedures. Confirm that 75% of TotaF Production Expenditures were spent for
California Expenditures.

3.

If completion band casts are included in qualified spend, obtain total completion bond
costs and recalculate as a percentage of qualified expenditures not to exceed 2%. If
cost exceeds 2%, reduce completion bond fee to no more than 2% of qualified spend.

4. Complete and attach ~xh6b6r ti~ or 1~ as applicable, based on findings in ~~hatait 2.
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Test #1 findings
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25
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25
25

ftems$500
and less

Stratum 2

*For aTelevision Series;excluding payroll, thesamplingshould be based upon aggregating all episodeand amortization costs
'together from a'series for purposes of determiningthe total qualified expenditures above. Once a sample size is determined,the
CPA must sample itemsfrom each episode, including amortization costs
**Local Hire Labor refers to qualified individuals who reside in California but outside the Los Angeles zone and who are r
the los Angeles zone.

Total Qualified Expenditures
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$1,000,001-$5,00,000
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Payroll
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California Film &Television lax Credit Program 3.0
Sampling Chart
Feature FilmsJindependent Films/Miniseries/PilotsJTelevision Series*
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