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MINUTES

California Film Commission Board Meeting
May 1, 2009
10:00 a.m. – 12:00 p.m.
5757 Wilshire Blvd.
Los Angeles, California

COMMISSIONERS IN ATTENDANCE

Dan Adler

Stan Brooks
Steve Dayan
Kate Duhamel

Bill Duke

Chris Essel

Janet Knutsen

Joe Hartwick
Frank Stiefel

Gary Tobey
Keith Weaver

EX-OFFICIOS/DESIGNEES IN ATTENDANCE

Amy Lemisch, Director, California Film Commission

Frank Quon, Deputy District Director, Dept. of Transportation
GUESTS

Al Adams, State Fire Marshal’s Office

Cathy Anderson, San Diego Film Commission
Paul Audley, FilmL.A. Inc.

Susan Cleary, IFTA

Karen Constine, Consultant
Bruce Doering, IATSE Local 600
Ed Duffy, Teamsters Local 399

Pauline East, Antelope Valley Film Commission

Pamm Fair, SAG

Kathy Garmezy, DGA

Tony Hoffman, State Parks

Wendy Holt, AMPTP

Sarah Walsh, MPAA

Ben Golombek, Office of Councilmember Wendy Greuel

Gabor Morocz, Business, Transportation & Housing Agency

Steve Nissen, NBC Universal

Jennifer Roper, The Film Dept.

Ken Sharp, Modern Props

Senta Schiering, CFC
Rochelle Silsbee – Office of Mayor Antonio Villaragoisa

Bob Solomon, Hollywood Post Alliance

Nancy Stone, CFC

Bill Thomas, AFTRA

Michael Walbrecht, Warner Bros.

Sarah Walsh, MPAA

Daniela Zuehlke, CFC

I.
CALL TO ORDER and WELCOME; INTRODUCTION OF MEMBERS/GUESTS

Meeting began at 10:15 a.m. with welcome and self introductions by board members and guests. Chairman Brooks thanked Bill Thomas and AFTRA for the use of their conference room.
II.
APPROVAL OF MINUTES 
Motion to approve minutes from February 27, 2009 was seconded and passed.
III.
CHAIRMAN’S REPORT – Stan Brooks

Chairman Brooks outlined the Board meeting agenda which includes the Film & Television Tax Credit Program overview summary, question and answer segment procedures and board vote for delegation of the Film & TV Tax Credit Program administrative authority to the Director of the California Film Commission.
IV.
DIRECTOR’S REPORT –  Amy Lemisch
Production Issues

Nelles Youth Correctional Facility is still open for filming but site maintenance continues to be a problem including no water to hydrants and untended dry brush.  A water truck is required for all productions working at this facility.  CA Dept. of Corrections & Rehabilitation has engaged contracts to work on the water system and CA Conservation Corp is clearing brush in unused areas.  Productions are required to clear brush in frequently filmed areas.

Caltrans - The CFC coordinated filming of a TV pilot called ‘Trauma’ which staged a complex sequence on the 280 Freeway in San Francisco for five consecutive days.  Caltrans and the City of San Francisco agreed to close the 280 Fwy in San Francisco for the stunt sequence which involved a huge fire ball on a tanker truck.  State Fire Marshal Al Adams, CFC Deputy Director Jim Fitzpatrick and CHP Officer Cheyenne Quesada attended meetings with all affected jurisdictions in San Francisco. The shoot was successful with only a few minor complaints from the public.   
CFC Staff – Permit Coordinators Rotation – The three permit coordinators who cover a specific desk (Parks, Caltrans and State Buildings) have been rotated in order to complete cross-training.  
Production Alert – FilmLA assisted the CFC in getting out a production alert regarding Los Angeles Crest Highway.  There was an accident involving a large truck which resulted in a fatality.  Caltrans implemented a 90 day prohibition against five-axel vehicles going through Los Angeles Crest.  AB1361  has been introduced by Assemblymember Anthony Portantino, that would institute a prohibition permanently.  Sarah Walsh of the MPAA has been working with the Legislature on this bill and gave a summary of AB1361.
Production Stats – Filming Days on State Property
January – March
2008       
     2009
Difference (Increase/Decrease)
Feature                
 205                           61

 -70%

TV                              
 147                         283

+92%

Commercial                     169                           82

 -51%

 

Total Filming Days 1st Quarter

2008


2009

Difference
521


426

-18%

Outreach 

 

· On Feb. 28th the CFC coordinated with the FLICS in hosting the 2nd annual California Locations Trade Show.   30 FLICS participated in the event held in a downtown loft and included wine tasting provided by a dozen of California’s wineries.  The event was paid for by sponsorships – Morongo Casino, KHospitality Partners, Enterprise Rent-a-Car, PES Payroll, Town & Country Event Rentals, Fairplex, and Studio Air Conditioning.  

· Entertainment Partners has again committed to supporting the CFC’s annual VIP Breakfast Reception which is being held at the London Hotel in June.

State Fiscal Status  
State mandated furloughs ( 2 per month) remain in effect.  The two day per month office closures are no longer in effect and the CFC is mandated to stay open with the reduced staff.  This has proved to be a burden on overall operations and to each staff member.  The legislature has not yet voted on an agreement to reduce the furloughs to one day per month.

Incentive Program Administration

Director Amy Lemisch introduced Nancy Rae Stone who was hired as a consultant on a temporary basis to assist Ms. Lemisch in creating the Film & TV Tax Credit Program guidelines, procedures and regulations in order to commence the program in July.  Business, Transportation and Housing Agency (BTH) and Karin Fish, Dep. Secretary for Administration and Finance, were extremely helpful in expediting this staffing request.
Incentive Program Timeline
March / April – The CFC has gathered input from stakeholder groups, reviewed other state procedures, consulted with the Franchise Tax Board and Board Of Equalization, researched Audits (Agreed Upon Procedures) to develop criteria for final verification of credit allocation, created all required forms and applications, and consulted with production accountants on financial tracking requirements.  
May

The CFC will for 5 days accept public comment, then the regulations will go to the Office of Administrative Law for a 10 day review and following that procedure the regulations will be approved.  Website interface development and guideline drafting will continue.
June

Once the regulations are approved, the CFC will post full guidelines, application, and all required forms on the website.
July 1

CFC will begin accepting applications.
Incentive Program Staffing / Admin Request 
Immediately after the passage of the bill Ms. Lemisch submitted a program administration funding request. The request was approved by Dept. of Finance and has moved to the budget committees for approval.  Ms. Lemisch testified at the Senate Budget Subcommittee hearing in April.  The Senate did not yet vote but left the funding request as an open item.  The Assembly Budget Subcommittee approved a reduced funding request which included 3 full time positions plus up front equipment costs.  Total funding request = $417,000 in FY 09/10 and $294,000 ongoing.

Incentive Program Potential Problems/ Issues  
Potential program problems / issues include:

· No per project cap

· Most larger independents do not have a tax liability to offset and because they produce movies over $10 million, they will not have the ability to transfer the credit.  
· Small independents – it will take time for a market to develop for the sale of credits.  

· The CFC will need to develop baseline statistics.
Incentive Program Legislative Fixes  
Legislative fixes will need to be addressed with the Legislature at a later time.  Ms. Lemisch plans to get through the first round of applications before attempting any legislative fixes.  

Program Overview  
· The CFC has been given the authority to allocate $100 million of tax credits per fiscal year for 5 years through fiscal year 2013 / 2014.
· $10 million of that money must be set aside each year for independent productions.

· Projects that can apply for the tax credit include:

· Feature Films with a budget between $1 million and $75 million  
· Movies of the Week or Mini-Series  
· TV series that are licensed for original distribution on basic cable 
· TV series that plan on relocating to California from out of state.

· Independent Films with budgets between $1million and $10 million that are produced by a company that is not publicly traded.

· Projects will get a 20% tax credit on their qualified expenditures, except TV series that relocate to California from out of state or independent films which would get a 25% tax credit.
· Either 75% of the total production budget must be spent in California or 75% of principal photography days must be shot in California.  

· Qualified expenditures include everything except: salaries paid to writers, directors, composers, producers and performers (only background extras would qualify), music rights, licensing, out of state travel  (only in state travel would qualify), distribution, overhead, and turnaround costs.
· Applications must be submitted 30 days prior to the start of principal photography; no costs incurred prior to being accepted into the program will be qualified expenditures.
· Once an application has been accepted companies will be issued a Credit Allocation Letter which is a “reservation” based on the company’s estimate of their qualified expenditures.  
· Principal photography must commence within 180 days of issuance of the Credit Allocation Letter.  If principal photography does not begin before the 180 day deadline the credit allocation will be revoked. 

· Production including post-production must to be completed within 30 months of being issued the credit allocation letter.
· The statute mandates a first-come first-serve basis for accepting applications.  In the event that more than one application is received on any one date, a random selection process will determine the order for processing those applications.
· If there are more applications than funds available a queue will be created and maintained.
· Tax credits can be applied against income tax or sales and use tax liability or both.  Independent productions with a budget between $1 - $10 million may transfer their credits to a 3rd party. 
The meeting was opened up for the questions on the Film & TV Tax Credit Program, first by board members and then by the public. 

V.
DELEGATION OF FILM & TELEVISION TAX CREDIT PROGRAM 
Chairman Brooks discussed the statute of the Film & TV Tax Credit Program which only references the California Film Commission for all program administration responsibilities.  Since it is impractical for the CFC Board to meet every day to oversee the program, the Board needs to delegate their administrative authority to the CFC Director.  CFC Board Secretary Keith Weaver read the motion to the board to delegate the regulatory authority granted in Revenue and Taxation Code sections 17053.85(e) and 23685(e) to the Director of the California Film Commission.  The delegation extends to drafting emergency and then permanent regulations and processing them with the Office of Administrative Law on behalf of the Commission.  The motion was seconded and unanimously approved and passed by the CFC Board. 
VI.
NEW BUSINESS

CFC and Governor’s Office screening of Disney’s “UP” will be held on June 2nd in Sacramento.  Next CFC Board meeting will be on September 11th.
VII.
OLD BUSINESS
None

VIII.
PUBLIC COMMENT
None

IX.
ADJOURNMENT
Meeting was adjourned at 11:40 a.m.
Submitted by Joseph Cruz
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