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What,exactly,is a Qualified Motion Picture?
See APPENDIX A atthe end ofthis docum ent.

Whatis an “Independent Film ?
An Independent Film (“Indie”) is a project intended forcommercial

distribution to a motion picture theater,home video,television or via the
internet, with a running time ofatleast 75 minutes.lt must have a
minimum budget of $Imillion (“$IM”) and be produced bya company
that
L. isnotpubliclytraded and
2. a publiclytraded company does not directly orindirectly own
more than 25%ofthe producing company.

Indies are the only projects permitted to selltheirtaxcredits.

Can a production begin principalphotography outside of California
before receiving a Credit Allocation Letter (CAD)?

Yes,howeverany principalphotography filming in California before the
CALdate willdisqualify the project from the program.

Ifprincipalphotography cannotbegin priorto receiving CALapproval,
whatabout pre-production spending? Is that allowed?

It is permitted butitis not qualified.Please exclude any costs prior to

CALfrom your qualified spend budget when submitting it for evaluation.

Ifwe spend less money than ourestimated credit amount,willwe be

penalized?
There is no penalty ifyour budgetdecreases,but you maybe penalized
ifyour Jobs Ratio is reduced by more than 10%afteran auditofall your

expenditures. Please refer to the Program Guidelines for more

mform ation.

Ifourbudget goes up,willwe be eligible for the additionalamount?

No.Productions are capped by the amount on the Credit Allocation
Letter.
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Q: Willour Detailed Narrative Statement (on why we would like to shoot in
California versus anotherlocation) be used to make a decision as to

whetherour production willbe granted approvalfortaxcredits?

A: No.However,it willbe requested in Phase lofthe application process. It
is a written statement which describes the extent to which the credit is
expected to influence the choice offilming locations with respect to
financialconsiderations. It should include otherlocales which have or

would be considered in the absence ofa California tax credit.

Q: If50 projects applyand 10 are accepted,am Icorrectthatthese are the
projects with the highest Jobs Ratio figures?

A: The projects are ranked by Jobs Ratios within their categories;those
with the highest Jobs Ratios willreceive a taxcredit reservation.Once a
series is accepted into the program,it willbe awarded credits for the life

ofthe series regardless ofits Jobs Ratio,as long as funds are available.

Q: How are insurance premiums prorated?

A: Insurance premiums are usually prorated 10% for pre-production, 70%
for production and 20%for post-production. However,applicants may
requesta statement from theirinsurance brokers which would state the

amountofpremium proration.

Q: Can you explain what constitutes the $IMminimum spend with regards
to the Total Production Budget?

A: The $SIMminimum spend refers to both Qualified and Non-Qualified
expenditures in California.So ATL(“above-the-line”) talent,although a

non-qualified expenditure,would count toward your Total Production
Budgetas long as services are provided in California. Overhead costs

do not count towards the $IMminimum spend requirement.

Q: Are half-hour TV series eligible to apply for the California taxcredit?
Once theyare in the program,are they eligible to stay in the program
each yearuntilthe show is cancelled?

A: Half-hourshows are only eligible to apply ifthey are relocating to

California from anotherlocale.Once accepted to the Program they will
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be eligible to stay in the program for the life ofthe series at the length

they entered the program at,as long as funds are available.

Is a stop motion project eligible to apply to the Tax Credit Program ?

Yes,stop motion projects are eligible for the Tax Credit Program,as they

are notpartofthe animation exclusion.

Ifa film project has come to a haltduring preproduction/production as
a result ofthe coronavirus pandemic,do Force Majeure conditions
apply?

In general,yes.Please refer to the Force Majeure section in the Program
Guidelines. This is not the same as a hiatus.

HIATUS

Q:

We are planning to film one day ofprincipalphotography and then go
on hiatus fora while,as described in the Guidelines.Ihave some
questions about thatsingle shooting day:

Does the footage need to appearin the finalcut ofthe show?

No,it does not.

Do we have to shoota minimum numberofhours,orscreen time or
script pages,etc.?

The regulations state:

Principalphotography refers to days in which the principalunit director
and lead actors are usually present.lt does notinclude the filming of
primarily backgrounds,visualeffects,action,and/orcrowd scenes by
second,stunt,establishing shots,inserts or visualeffects units.

Once you assemble the crew,along with the principaldirector and
actors (lead orsupporting ordayplayers),and shoota single scripted
scene ormore,you have complied. We usually see atleasta 6-to-8-
hourdayas the crewand castare normallybeing paid foratleast 8

hours. There is no minimum page countorscreen-time requirement.

Can the daybe shot entirely on location?

There is no obligation to shoot on a stage.
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Q: When does ournew 120-day hiatus begin? The day afterourshootor
upon CFC approval?

A: There is no “new” hiatus period. The first day following the day you shoot
willbe Hiatus Day # 1. You must begin Principal Photographyno later
than 120 calendardays afterthat Day ofshooting.

Q: Do we need to complete our orientation before commencing principal?
A: Yes.
Q: Are there any otherbest practices to ensure our hiatus approvalor

things we should avoid?

A: Do notrestart Principal Photography on Day # 21ofthe Hiatus,lest your
count putyou ldaylate,and you lose eligibility entirely. Try to start a fter
118 or 119 days,justto be safe.Understand that once you shoota day in
California,if you do not resume within 120 days,the project willno longer
be eligible for the program,now orin the future.
The CFC willneed to receive the first day’s callsheet,production report,
and a copy ofthe first day’s dailies. You can send the documentation to
the CFC Incentive emailbox.

Q: Can we add the two-week Christmas and New Year’s Eve end-of-year

holiday extension to the 180-days start date or hiatus requirement?

A: No.There is no exclusion for the last two weeks ofthe year.

Q: After resuming principalphotography,we wantto take a break from
filming to allow forthe change ofseasons.Can we take more than one
hiatus without losing ourtaxcredit?

A: The hiatus that we registerdays foris when the production shoots one
ormore days within the 1§0/240 period after the CALdate in order to
qualify the project,and then stops tilming for up to 20 calendardays
before resuming Principal Photography.

There is no “Completion of Principal Photography”requirement in the
program.Once a project begins/resumes Principal,it doesn’t matter if
you shoot2 days a week for 20 weeks or40 days in a row with no days
off.
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PRODUCTION COMPANY FORMATION

Q: Two different companies are financing my film and both members are
partners in the production company. Both ofthem have a taxliability in
the state. Do Ineed to provide the taxID forboth?

A: We acceptonly one taxpayerIDon the application,which should be the
taxIDofthe companythatis formed to produce the project. One thing
to be aware of,however,is the disproportionate allocation rules
governed by the IRS. California conforms to IRS code section 704(b).
Applicants should consult theirtaxadvisors with respectto allocating

credits to investing entities.

Q: The project we are budgeting is below $I0M. We are setting up a
separate LLC for this project which willbe a subsidiary ofa publicly
traded company. The LIC willnotbe publicly traded,however. Would
this project qualify for the 25%credit? Could we then “sell’or transfer
the taxcredits to the publicly traded company for their tax liability in

California ?

A: No. Ifthe LIC is owned wholly or partially (over 25%) by the publicly
traded company the show mustapplyas a non-independent project
and as such willonly qualify fora 20%credit. In this case credits cannot

be sold,but the IC may assign its credits to an a ffilia te.

Q: Iam an independent producer. Allofthe financing for the movie [am
producing is coming from a studio subsidiary,butthey have no
involvement in the production beyond the financing.Does our project
qua lify in the Independentcategory?

A: As long as the applicantcompany (forexample,your HC or "special
purpose vehicle") is not publicly traded orowned more than 25%by a
publicly traded company,the project willbe considered hdependent.
To qualifyas an Independent,the studio maynotbe directly or

indirectly involved in the actualproduction.
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Q: Can Iuse a foreign production companytaxpayer Dnumber? My
projectis an independent production,and we would be transferring the

credits.

A: A foreign corporation willneed to register to do business in the state
and obtain a California [IDnumberissued by the California Secretary of

State. Here is the link to their website.

Q: When applying forthe taxcreditas an independent producer,do Ineed
to have established the production-specific entity in orderto apply? Or
canlapplyundermycompany fornow,and update myapplication
with the production-specific LIC when it has been created?

A: Yes,applicants mayapplyundera parentcompany orother entity or
individualthatis principally engaged in the production ofthe qualified
motion picture and that controls the film ortelevision program during
pre-production,production,and post-production. Ifa specialpurpose
vehicle entity or lIC is created for the project,the applicantmay subm it
a request to the CFC to reissue the Credit Allocation letter to the specific
LIC.

Q: Whatifmy production entity is not registered to do business in
California ?

A: We can initially issue a CALusing your US-based or foreign entity (which
we assume is notregistered to do business in CA). However, either that
entity or whatevernew SPV (Special Purpose Vehicle) you create to
produce this movie,mustregister with the state immediately upon
issuance ofthe CAL Once you have an entity registered with the state,

we can reissue the CAL

Q: Whatis the timeline for complying with this process?
A: We need a taxpayerIDno later than the CALdate,and your state-
registered IDno laterthan the start of principalphotography.
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Q:

A:

Does thatmean thatonce filming starts,we are neverable to change
the Applicant Name and/or Tax Credit number?

Taxcredits may only be issued to the entity which controls the
production,which is why the entity and taxpayerIDofthat entity must
be determined priorto the start of principalphotography.

Can lapplyas a sole proprietor?

Yes,the taxcreditcan be issued to a sole proprietor,using his/her social
security number. It’s unusualnotto create a company with its own
taxpayer IDwhen making a film,but there is nothing in the statute that

prevents us from issuing a taxcertificate using someone’s SS# .

Iam planning to apply with Indie projectand have 60%ofmybudgetin

place.If Netflixtakes over the financing ofthe movie,can Ichange my

category to non-independent Feature?

The shortansweris NO;once you apply with a project you cannotchange

categories. If, however,they were to step in as distributors with a

negative pickup,the answer would be YES.

APPIICATION

Z R

What kind of proofoffinancing do you require?

The production company must show a viable plan to finance the
production with evidence thatithas atleast 60%ofthe financing in
place. The application requires a detailed listing of your funding
sources and verification ofthis funding mustbe submitted upon
request. Acceptable forms ofdocumentation include financing
agreements with signed letter(s) on letterhead from your investor(s),
stating the amountoffunds secured from the investoralong with a
bankorbrokerage statement which verifies the funds are on hand. If
you have concerns regarding confidentiality,please callthe CFC to

discuss.
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Regarding the 75%spend test: Whatiflam shooting a portion ofthe
film in anotherstate?

The 75%spend testis based on totalproduction spend — not just
qualified expenditures. We recommend breaking the out-of-state
rentals/purchases onto separate budgetlines and tagging them
separately,forease ofcalculation. (See “Tagging”section forrelated
question.)

How does the waitlist work?

Ifthere are more qualified applicants than funds available,the
applicants within the top 200%ranked projects which did not receive
taxcredits willbe notified and placed on the waitlist within their project
category.Should taxcredits become available in a category,the CFC
willnotify the applicantatthe top ofthe waitlist in that category to
determine ifthe applicantis stillinterested in receiving a taxcredit
allocation.Ifthey are,they willbe asked to submitupdated budget,
schedule,and any changes in their financing situation. The waitlist

expires when the next allocation period begins forthat projectcategory.

Ifmyprojectis on the waitlist,can Irevise my budgetand credit
estimation?

The initialcredit reservation cannotbe increased,buta budget and
corresponding schedule maybe modified to reflect the anticipated

production plan more accurately.

Iunderstand thatthe contingency amountofup to 0%ofallqualified
expenditures can be added to the budget when figuring out the tax
creditamount. Does the contingency gettagged as expenditures or
can some ofitbe tagged as wages?

Neither. Contingencies (as wellas completion bonds) need to be setup
as contractualcharges on the top sheet ofthe qualified expenditure
budget. They are not line items. They should also be reflected in the

application.
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TELEVISION/ STREAMING PROJECTS

Can Isubmitan application fora pilot even ifit’s cast-contingent?
The regulations require thata pilot must have a pick-up order to qua lify.

Do Thave to have my pickup in orderto apply?

> 0% R

It depends on whatkind ofshow you’re applying for. ANew Series,
Relocating Series, Limited Series or Pilot must subm it a pickup order in
Phase lofthe application.Recurring TV projects have 40 (calendar)
days from the CALdate to submit theirs.

Q: We received our pickup letterlast month,but we messed up and
neglected to send it to you untiltoday. Meanwhile,we’ve been prepping
forseveralweeks already — can those expenditures be qualified?

A: No expenditures made priorto the date ofissuance on the CALqua lify.
Once a pickup orderis received,the CFC issues a CALon the following
Monday. We do notdate CALs retroactively.

Q: One requirement is that the script supervisor’s lined script be subm itted
with finaldocumentation. Fora TVseries,how many episodes are
required?

A: When submitting finaldocumentation,a copy ofthe lined scripts for
episodes #2 and # 5 mustbe included. Aspotting/continuity for those

episodes maybe substituted.

Q: Ourscript Supervisor submitted herlined script to us in SHOOTING
ORDERratherthan in SCRIPTorder.Is it ok ifwe subm it the lined script to
the CFC in that format?

A: Yes.

2

Can a Limited Series applyas an independent film project?

A: Limited Series fallunderthe TVcategoryand as such are only open to

non-independents.
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Q:

Ifourpilotis accepted into the taxcredit program and we subsequently
receive a pickup order for the series,willwe need to apply separately for
the series?

Yes,you would need to apply forthe series with a separate application during a TV
allocation period. Aserics based on a pilotin the program willget priority over new
applications in the selection process.

Ifwe shoota pilothere in CA,can we apply for Season las a “New TV”

project even ifthat originalpilot was not in the program ?

Yes,the taxcredit program considers a “pilot”as its own type of
production,and therefore a series from a pilot mayapply for the

program regardless ofhaving shot the pilot in the state.

How would a mid-season additionalepisode orderbe treated? Let’s
say there isa 10-episode orderthat qualifies for credit,then mid-season

more episodes are ordered.

Television producers can apply fortaxcredits foradditionalepisode
orders in the TVallocation period prior to when the producers anticipate
filming ofthe additionalepisodes. ACredit Allocation [etter willnotbe
issued untila pick-up orderis confirmed. As a Recurring TV series, the
additionalepisode order willbe automaticallyaccepted into the
program.Having said that,ifthe series received its capped taxcredit
amount from the previous season,no additionaltaxcredits can be
allocated.

Does a TVproduction have to resubmitevery year for consideration for
continued taxcredits?

Forshows that skip a yearormore between seasons,producers must 1)
notify the CFC and 2) confirm the projectis returning prior to the TV

allocation period.In addition,a new application must be subm itted.

Are copyright forms required foreach episode ofa series?
Proofofcopyright registration (Form PA) is required for only one

episode perseason.

Whataboutcopyright forms forback-orderepisodes? They have a

separate creditallocation letterand Agreed Upon Procedures.
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A:

No,ifyou’ve submitted proofofcopyright registration foran episode
from the first batch,that will suffice for the entire elongated season.
Given that the pickup orderepisodes are from the same season as the
originalseries order,a submission ofany episode within the same
season will qualify for this requirement when subm itting documentation
forthe pick-up orderepisodes.

Does the copyright have to be in the applicant’s name,orcanitbe in
anyone's name?

There is no stipulation in the statute thatthe applicantbe the copyright

owner. Only proofofcopyright registration is required.

We have a straight-to-series show. We plan to shoot one ormore

“enhanced”episodes. Do the extra days forthose episodes qua lify?

Yes,enhanced episodes are allowed. The additionalcosts should be

specified as line items in the amortization budget.

RELIOCATING TV

Q:

My TV series is moving to California from out ofstate. Is there a form for

the relocation statement?

AllRelocating Series applicants must submita letter on letterhead
stating that the taxcredit provided is the primary reason forrelocating.
A Detailed Narrative Statementis not required if subm itting this

docum ent.

Ifourpilot was shot outside CAand we wantto bring the series backto

[A,would thatbe considered a Relocating Series?

To qualify as a Relocating Series a television series must meet the

following criteria:

e Provide a certification (statement) from the applicant thatthe tax
credit provided is the primary reason forrelocating to California.

e Produce episodes ofany program length,filmed atleast 75%ofits
mostrecent secason outside of California,and have a minimum

production budget ofone million dollars ($L000,000) perepisode.
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Atelevision season is defined as the mitial exhibition ofa setof

mterrelated new television episodes lasting no less than six (6)

episodes and no more than thirty (30) episodes within a period of

twelve (2) months.

e Therefore,a proposed series based on an out-of-state pilot would
notbe eligible as a Relocating Series. However,the series would be

eligible to applyas a New Television Series.

Q: KFmy TVseries films 6 episodes out of state,can Ithen apply to the

program as a Relocating Series for the remaining 5 episodes?

A: ATVseries "season"is defined as a minimum of6 episodes. However,
the statutory requirements for Program 3.0 have this added provision:
Applicant must state thatatleast 75 percent ofprincipalphotography
days ofits mostrecent season was filmed outside of California.

Therefore,you would need to have shotatleast 75%ofyourseason

outside of CAbefore you could applyas a Relocating TV series.

BUDGET/ TAGGING

Q: The Application form says to submita budgetof“qualifying
expenditures.” What’s that?

A: The budget ofqualifying expenditures (“Qualified Expenditure Budget"
or "QEB") is a budgetin industry-standard format which includes only
those line items which the state of California considers qualified wages
and expenditures (see the Qualified Expenditure Chart.)

Q: Whatis The Qualified Expenditure Chart?
A: Itisa guide to whatis qualified in the taxcredit program and which
tagstoapplytothe mostcommon expenditures in your budget. Please

read itand use itas you prepare yourbudget.It willanswermany

questions.
Q: Are there otherresources to be aware of?
A: YES:

IncentiveProgram3@film .ca.gov | Page 13 of45 | Film .CAgov/Tax-Credit
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e The CFC Guidelines are essential.
e Refertothe BudgetTagging and Tracking Tips 3.0 fora full

explanation as to how to create a qualified budget.

e Inaddition,there are multiple tutorials on the website to help guide

you through the tagging process.

Q: What are the most frequent errors from applications you've reviewed?
A: Receiving application materials in which
In the QEB,Federalfringes (FICA, MEDIC ARE, FUTA) ARENOT set to 0%
2. Scripts are notnumbered
3. Oneline schedules do not
a. match script’s scene numbers
b. match application’s dates/numberofshootdays
c. properlyreflect planned holidays,traveldays,hiatus dates.
Costs incurred priorto CALdate are (mistakenly) qualified.
5. Tags are misused,particularly
a. “ZW”vs “ZC”vs “ZE’(Tip — “ZE’is almost neverused)
b. Indies mistakenly tagging with “Z’s
c. “ILW”(see p25 fora deeperdive)
6. Producers, Writers, Directors,Cast are (mistakenly) tagged as though
qua lified
7. Equipment,office,boxand carallowance spans do not match the
respective crew spans
8. Remember:
a. Boxrentals are QW:the ONLY fringe they receive is PR
b. Carallowances are QW;the ONLY fringe they receive is PR+WC

Q: When calculating the Jobs Ratio,can items like fringes,mealpenalties,

cellphone allowances and perdiems be included as qualified wages?

A: The Qualified Expenditure Chartis a reliable guide to whatis considered

wage and non-wage.Ofthe items you listed,allare considered a
qualified wage.This applies to qualified labor only. Please note that
Housing and Living Allowance should be split: Housing allowance is QE;

Living allowance is QW (up to guild orstate perdiem rates.)
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Q: Do Thave to use the same Chart of Accounts (template) as the CFC

qualified expenditure charts?

A: No,butplease referto the QEC to be clear which expenditures are
qua lified.

Q: One castmemberhas a clause in hercontractrequiring that the
production pay for (forlackofa better word) herentourage. The
contractlanguage is below:

Company willprovide reasonable and customary ‘crew”traveland
expenses for Artist’s designated Security Guard, hair stylist, makeup
artist,and wardrobe personnel.

Do these payments qua lify?

A: Ifthe entourage memberis paid directly by the production for work
performed during the qualified period,the wages qualify. Ifthey are
paid through the artist’s loan-outit willbe considered part ofthe artist's
compensation and is therefore NQ.

Q: Do pension and health payments and California state income tax
withholding count as qualified wages in the Jobs Ratio calculations?
A: FICA, FU,Medicare FUTA and California solvency taxdo not qua lify.

(Please be sure to zero out those fringes when you submit your
Qualified Expenditure Budget!) Pension and health payments DO

qua lify.
Q: Does Per Diem forcast (orothernon-qualified personnel) qua lify?
A: No

Q: Are Covid stipends everconsidered QW?

A: NO. Stipends are NEVERQW,no matterhow they are paid. Stipends are
always QE There is no exception to this policy. Covid stipends paid to
non-qualified cast orcrew do not qua lify.

Q: Whataboutstipend related fringes? Are THEYconsidered QW?
A: No.They are QE
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Do preview costs qua lify?

No. Items such as preview travel,screening room rentals,projectionist,
audience recruitment costs,focus group costs and any additionallabor

(outside ofthe normalpicture and sound editorialcrew) do not qua lify.

The production paid $10,000 to the banklendertoward legalfees.Is this
qua lified ?

No. [egalfees related to financing, distribution, litiga tion,or marketing
are not qualified. However,allotherlegalfees paid to a CAbased

attorney are qualified.

Do purchases from food delivery services such as Postmates,Caviar,
and Uber Eats qualify as QE? How about tips?

Yes,and yes,provided receipts are turned In and legible.

Alcoholis clearly denoted as NQ in the food/craft purchases sections of
the QEC. However,a production was wondering whetherornot vodka
purchased by a wardrobe department and used exclusively to clean
fabric could qualify? Iguessitis a fairly common practice to use vodka
toclean certain types offabrics (rubbing alcoholis too harsh).
So,Iguess the question is: Do alcoholpurchases qualify ifthey are
utilized for cleaning/utility purposes ratherthan forhuman
consumption? Orare they always NQ,no matterthe purpose/intended
use?

As it is impossible for the CPAto verify thatthe alcoholwas used

exclusively for that purpose,I'm afraid it must remain NQ.

Are internet purchases permitted?

Yes,with qualified back-up receipts verifying the item was purchased in
California from an in-state California vendorand shipped from a
California location.
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2

Ifa vendorhas a presence in California,but their billing comes from
another state (like Staples),willthey qualify for California tax credits?

The definition ofan in-state vendoris “..a vendor or supplier which has
an office orotherplace ofbusiness in California and is registered or
qualified with the California secretary ofstate oris required to file a
return with the California Franchise Tax Board under Parts 10 or llofthe
Revenue and Taxation Code.” Checkhere to see ifa company is

registered with the Secretary of State.

Here are the guidelines:

e Goods purchased orrented from an out-of-California business that
is registered to do business in California qualify,as long as those
goods are rented orpurchased in California.

e Internetpurchases from online vendors such as Best Buy or Staples
which have physicalstores in California qualify as long as the goods
are purchased in California (shipping labelverification).

e Goods purchased online thatare shipped from a California
fulfilment center (e.g., Amazon) would not qualify,as a fulfilment

centeris considered a “pass through business”.

[ocation rentals where the paymentis made to an individual: Do these
individuals need to be registered as a vendorin CAin order for the
expense to qua lify?

Individuals renting CAproperty do notneed to be registered as a

vendor. The site rentalfee is QE, even ifpaid to an individual.

The California Healthy Workplace Family Act requires employers to
provide paid sickleave to employees. Willwages forthose days be

considered qualified?
Yes. The sickdays taken must be indicated on the timecard as wellas listed on the
daily production report to qualify. Please bearin mind that this requirement only goes

into effect afterthe employee has worked atleast 90 days on the production.

Are promo dubs eligible?
No. Publicity-related costs do not qua lify.
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Q: We willbe broadcasting our show live. How do we dealwith the final

elementdate and letterrequirement?

A: Since your finalelement willbe created atthe time ofthe live
broadcast,the date ofairing willbe the date used for finalelement
creation. Aletter from the producerstating thatthe finalelement was
created during the broadcast willsuffice; the letter must include the

mitialairdate.

Q: Ifwe are using a church fora location,does the fee qua lify?

A: Ifa location fee is paid,and there is a location agreement,and the
production is actually utilizing the location in CA, it would qua lify. There
is no restriction on paying non-profits. However,ifthe money is paid

strictly as a donation,then it would not qua lify.

Q: Are charitable donations qualified?
A: No,as there is no tangible personalproperty rented or purchased in the

state.

Q: Ifa production donates an assetatthe end,do theystillgetthe 20%tax
credit?
A: Ifan assetis donated so thatit constitutes a charitable contribution, it

willnot qualify fora taxcredit.

Q: We incurred charges prior to the CALdate forservices that willbe
rendered afterthe CALdate. Willthose charges qua lify?

A: Services rendered during the qualified period qualify; services/costs
incurred prior to CALissuance do not qua lify, with the exception of
office/stage rentals,completion bonds,and insurance premiums,which

maybe pro-rated.

Q: Do stage holding fees qualify for the incentive? If so,is there a cap on
the qualifying amount? Also,ifthe fees were incurred 30 days after the
finalelement would they be a qualified expense forthe following season
assuming we received our CAL?

A: Stage hold fees qualify within the qualified period,so as long as the fees
are incurred as ofthe date ofthe CAL(or prorated as ofthe date ofthe

CAD and no more than 30 days aftercreation ofthe finalelement the
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expense would qua lify.

Ifthe CALfor yournext season is dated afterthe 30-day finalelement
deadline forthe previous season,there willlikely be a gap in terms of
“hold”fees thatare notcovered by either CAL However,ifthere is
overlap,then the following season’s CALcould pickup the hold fees
within its qualifying period.

Q: Are there incentives given fora production thatis ONLYdoing post-
production in California ?
A: No. However,almostallpost-production expenses are eligible for

incentives forany project that has qualified fora taxincentive.

Q: On live shows,do technicaldirectors qua lify?
A: Yes,theyactunderthe direction ofthe director, like assistant directors.
Q: Ifa parentcompanypurchases personalprotective equipment (PPE),

and then be reimbursed by productions,would these costs qualify for
the incentive?

A: This transaction would be seen as a reimbursement.In order for it to
qualify,you would need to provide documentation to the CPA
performing the audit that the materials were purchased from a CA

vendor,ora vendorregistered to do business in CA.

Q: Severalexpensive cars were donated to “Just Donate,”and were
reduced to 50%forabout $17,000 each. Since they are donated and
getting a taxdeduction,do they stillqualify fora taxcredit?

A: Tax-deductible donated items do not qualify fora taxcreditas it would
be a double credit.

Q: How should we handle reimbursements for ATLpeople foritems
purchased in CA, with backup forthe reimbursement?

A: The production should directly pay forany production-related items for
non-qualified individuals. Reimbursements to non-qualified ATL

personneldo not qua lify.

Q: Do subscriptions to Synchronize and Dropbox qua lify?
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A:

The statute states that "licenses"don't qualify, which is why purchased
software and licenses forartwork don't qualify. Buying a subscription to
an online service is a bit ofa gray area.Although software expenses
and subscriptions,by and large,do not qua lify,these two do,since

they're California companies.

When calculating the 75%test for the CA VFEXuplift,are 3D post-
Production amounts included in the numerator?

As 3Dis a type ofdistribution format,the only uplift for processes in your
listing would be VFXvendorcosts for3Delements. (See below fora

sample list of 3D post-Production accountnumbers and descriptions.)

£ 3000 - 30 POST PRODUCTION

< P A 0 e = oo
1 |5001 3D EDITORIAL LABOR
2 (5002 OTHER LABOR
3 (5003 STEREOGRAPHER
4 |5005 COMVERSION VENDOR
5 (5010 SCREEMINGS
6 5015 EXPEMDABLES (DRIVES & MISC EQY)
T |5016 SHIPPING & FORWARDING
8 |5017 COORDIMATORS
9 5018 EQUIPMENT AMD OFFICE REMNTALS
10 (5020 REVIEW/COMNFORM
11 |5024 TITLES
12 5025 3D DIGITAL INTERMEGATIVES
13 (5027 MASTERS & DELIVERABLES
14 5032 SCAMMIMNG
15 (5044 VEX VEMDOR COSTS FOR ELEMENTS
16 (5099 Total Fringes
17 |Total |

How do we handle allowances,paid through payrollor directly, for
home internet and home office expenses? Does it matter how itis paid?
What ifthe individualis being paid as a loan out?

These are allQEas long as theyare related to the production and

individualreceives qualified wages.

How do we tag BoxRentals from qualified employees from out-of-

state?
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A:

Any qualified labor should have their Box Rentals considered QW.

Since there is no residency requirement foremployees,itis immaterial
whetherthey are from out ofstate ornot,as long as they are working in
CA. Iftheyrentequipment to the production as a vendor,those rentals
would be NQ,unless their vendor entity is registered to do business in
California with the Secretary of State,in which case it would be QE
However,qualified labor from out of state with boxrentals would not
receive ZW or LW on theirboxrentals as they were not purchased out of
the LA zone.

How should we handle prepaid gas receipts?
We must have actualgas receipts provided from the gas station for

review.

Iam the production accountant for (Show X). We are ready to start
sending documents to satisfy the finalrequirements.Can you tellme
how we can open a new portalforuploading documents to you?

Who is your auditor? We can add them to the portal,no problem. Also,
you can refer to this checklist for the required documentation in order to
receive the finaltaxcredit certificate. The fullpacket willbe sent to us,
normally by the CPA,oryou,once theyare complete and ready for
review. You do notneed to upload anydocuments at this time.One
requirement,however,that youcanemailto us are production

stills. Please send JPG files and we can cross this off the checklist.

Do we need to do any tax withholdings on [loanouts?
Thatis not what the California Film Commission does. We do not audit
forthat. You should check with yourlegaldepartment and with the

California Franchise Tax Board what yourtaxobligations are.
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Q: We'llbe rehearsing dancers and singers - they would then qua lify,
correct? Whataboutouractors who are rehearsing for months prior to
photography - can we allocate a portion oftheirsalary to qualifying
labor?

A: Ifthey are paid on extra vouchers,yourdancers and singer will qua lify.

Your actors willnot.

Q: Whathappens ifwe encounter a situation where a production has a
Directorthatalso gets paid a weekly salary to serve as a Director of
Photography? Do we get to qualify the payments re:DPas QW?

A: Yes,the DPsalary qualifies,up to a maximum of$100,000. You have to
make sure the individualgets credited in both positions so the BTL

salary qualifies.

Q: Studio XYZworks with payrollcompany "Sabron"who pays their
musicians. They are a separate payrollcompany.Sabron pays the
musicians,then Studio XYZpays Sabron via AP.Should these costs be
considered QW,and would they be eligible for MW" Or should these
costs be tagged as QEsince they are paid through AP?

A: Musicians and any other positions outlined in ourregulations that
qualify for music labor bonus points which are paid through a music
payrollservice like Sabron (or EPor Cast & Crew) can be tagged
QW/MW.

Q: Is it true that there are now additionalrequirements for the stills we are
required to subm it?

A: Yes.In Program 3.0 the requirementis now:
Applicants must subm it five (5) production stills in digital file format
(JPG or PNG). The stills must be cleared by the production company,
with cast approvals ifcast members are in the photographs. These
photos may be used by the CFC to promote filming in the state of

California. To this end, stills that showcase the diversity of Ca lifornia

locations and employmentare required.
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Z R

Mustcrew members be California residents?

No.There is no residency requirem ent.

Do productions have to be signatories to Unions, IA, Team sters, SAG,
DGA, WGA?

No,there are no Union or Guild requirements.

Can an individualpaid via AP/1099 qualify as QW assuming they

provide services in CA?

Individuals working in qualified positions who are paid via APcan be
tagged QW.

Our Line Produceris also the UPM. How are the wages treated with

respectto qualified and nonqualified wages?

Produceror Director hyphenates (ATL/ BTLfunctions) are allowed a
maximum of$100,000 exclusive of fringes,boxrental,etc.;the rest ofthe
salary/fee is NQ. The BTLsalary and rentals mustbe commensurate
with those ofotherdepartment heads atthe project’s budget level The
BTLfunction must be credited on-screen for the BTLsalary to qua lify.
This is true forany such combination: DP/Director, Editor/Co-producer,
I* AD/ Associate Producer.

Willa boxrentalorcarallowance fora producerbe qualified?
Ifa qualified hyphenate,the rate equalto otherdepartment heads will
be qualified. Otherwise, it would not qua lify.

Are the payments to Extra Casting Agencies (a percentage ofthe

moneys paid to the background players) properly included as fringes?
NO. This must be shown as a line item and tagged QE
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Q: Are dancers considered qualified labor?
A: Ifthey are paid undera background actorcontract,the payments are
QUALFIED; if they are paid under a SAG/AFTRAtalent contract,they are

considered performers and do not qua lify.

Q: Are individuals hired as partofa Covid-19 Safety Crew qualified labor?

A: Covid-related occupations are safety-related and qualified. Ifthey are
paid directly through payrollor via AP,they would be considered QW. If
paid through a third party,it would be QE. However,the third-party
companymustbe registered to do business in California for the

expense to qua lify

Q: When we were shooting in a watertank,we had ourstuntriggers
working in the water,helping to pullthe on-camera stunt person
through the water. They were neveron-camera;however,they were
paid stuntadjustments due to working in the water. Would Ibe able to
count those stuntadjustments as qualified spend since they were
provided to qualified labor?

A: Yes.

Q: On the finalform for diversity,ifan individualdoes notidentify as male
orfemale,is there an option otherthan N/ A?
A: Yes.See Portal

Q: One ofthe shows we are working on had to paypenalties related to late
payroll for several SAG extras. Should this be tagged QW or NQ?

A: NQ. We liken it to union grievances,which are also NQ.

Q: If we outsource set construction to a company thatbreaks outlabor

versus materials,does the laborqualify as labororexpenditure?

A: In order foran expenditure to be considered qualified wage,the wage
mustbe paid directly by the production company orits payroll
company. Wages paid by a vendorare QE
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Q:

A:

Iwas wondering ifthe below categories are eligible for the 70% QW /
30% QEsplitifnotdetailed.

e Q(reens

e Set Construction Shop Set-up

e SetDecoration Warehouse Shop Set-up

e Wardrobe Shop Set-up

e Tow Truck Driver and Rental

e AdditionalPicture Vehicle Trailer

e (Camera/Hair/Makeup Tests

Only the following categories in the Tracking Tips allow for splits in non-
detailed budgets (all70% QW / 30% QEexceptas noted):

e Construction

e Set Striking (80% QW / 20% QE)

e Custom Signage

e 2"oradditionalunits (80% QW / 20% QE)

e Music Scoring Costs

e VEX(forboth budgeting and finalaudit)

e Covid Health & Safety Expenses (40% QW / 60% QE)

Money is being paid to our music producer with the understanding that
they will,in turn,pay the otheremployees. Qualified?

Any payments made to a non-qualified individualsuch as a music
producer willnot qua lify. The production must pay the costs directly In
order to qua lify.

We have a projectthatmaybe scoring in California and currently have
composercontracts thatare "all-in"package deals. Meaning,we don't
process hard costs on the show level,butpaya package fee to the
composerthatcovers the composerfee and scoring costs thatthey
manage themselves. fwe wanted to capture the music scoring costs
forthe CAtaxincentive,whatdo we need to provide to show the split
between the music composer fee &the rest ofthe package?

Package deals in which allpayments go to the composerare
considered NQ. Ifyou want to qualify music expenditures,the
production must pay forthem directly and paythe composera
separate non-quallified fee.
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Q:

Ourcomposeris also a band musician. Instead oforchestra work, we
are doing a lot ofrecording ofbands. Can we deductthe musician fee
from his composerfee?

Acomposer who is performing as a musician - a BlLcapacity - can be
compensated for BlLworkas long as his timecard/invoice is for his
workas a musician and the compensationis atthe same rate as other

band musicians.

JOBS RATIO & BONUS POINTS

Q:

2

Does the money we spend ona completion bond countas a Qua lified
Expense when it comes to calculating our FinalJobs Ratio?
No,the bond is calculated outside ofthe Jobs Ratio,both before and

after filming.

Why doesn’t the contingency counttoward the Jobs Ratio calculation?

Contingencies are notincluded in the Jobs Ratio calculation since they
are funds that might notbe spent,and itis difficult to estimate wage vs.

non-wage.Also,many projects do notinclude contingencies.

Ifour post-production house provides a letter indicating how much of
their invoice is labor,willit countas QW and not QE,even though it does
not go through our payroll?

[aborthatis paid via a third-party entity mustbe tagged QE.

Ourprojecthas a budget of §130Min qualified spend. When calculating
the Jobs Ratio (on both the initialapplication and finalreport),should
we ignore the $100Mcap and calculate the Jobs Ratio based on the
entire $130M?

When calculating the Jobs Ratio,you should input the correct qualified
wages and non-wages,even ifthatamountis higher than the qualified
expenditures cap in yourcategory. The Tax Credit willautomatically be

capped by the maximum eligible qualified expenditures amount.
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Ineed clarity on the Jobs Ratio penalty.
Ifthe CFC determines thatthe Jobs Ratio has been reduced by more

than 10%,the credit willbe reduced by an equalpercentage,unless the
qualified applicantdemonstrates reasonable cause exists for the
reduction. Ifthe Jobs Ratio has been reduced by more than 20%, in
addition to the reduction ofthe creditas described above,the CFC shall
notacceptan application from thatcompany’s entire combined reporting

group (orthe company and its affiliates) for one year from the date of

determ mnation.

UPLIFTS

Q:

2

Since the taxcredit fornon-indies is based ona cap of $100M in

qualified expenditures,is that inclusive ofany up lifts?

No. Uplifts are on top ofthe amount. The statute allows a maximum 5%
ofthe qualified expenditures with respectto taxcredits above the $20M

cap,which means a non-indie could receive up to $25Min tax credits.

Can a movie lump multiple uplifts togetherto receive as much as 20%
up lift?
No.. Uplifts are calculated on specific spend ordays ofprincipal

photographyand cannotbe aggregated above 30%.

How do we get the uplift for hiring locallabor?
IocalHire [aborshould be tagged “QW/LW”in order to receive the up lift.

There ISa requirement for this: local Hire employees need to
demonstrate thattheyreside outside ofthe LA.zone by providing a
California driver’s license or State ID Card PLUS one ofthe following as
proofofdomicile outside the [A Zone:

e utility billdated within the last three months

e currenthome orapartmentrentalagreement

e mortgage statement

e home internet/phone provider

e apartmentrenter’s insurance orhomeowner’s insurance bill
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Proofmustbe requested by production accountants atthe time ofhire
and provided to the CPAperforming the audit.l[ackofproofofa crew
member’s domicile willresult in the denialofthe LocalHire [abor Up lift

forthatcrew member.

Q: Does a camera package which willbe rented in [os Angeles,but
broughtto San Francisco for our production, qualify for the 5% up lift?

A: No. Tangible personalproperty used outside the Los Angeles zone must
be purchased,rented,orleased from a vendorthrough an office or
otherplace ofbusiness outside the Los Angeles zone to qualify foran
up lift.

Q: Visualeffects: Do allwages and non-wage expenses credited to VFX
including practicalshooting costs, qualify for the up lift.

A: No. VEXProducers do not qua lify. The qualified expenditure charts
indicate those VFXexpenditures that qualify for the VFXuplift and for

VFEXbonus points (they are the same accounts).

e VFXDigital Artists and VFEXuppermanagementstaff(as indicated on
the Qualified Expenditure Chart) who are hired directly by the
production company do qualify and should be tagged “QW/VU”
(both qualified wage and VFXuplift).

e AllVFXaccounts concerning third party vendors providing CG asset
creation qualify for the VEX Uplift.

e Allvendorpayments mustbe split 70% Wages (QW) and 30% Non-
wages (QE). Such expenditures willbe figured atthe same ratio by
the CPAhandling the audit for the AUP.

e Qualified VFXexpenditures in-state mustequalatleast $10M OR75%
ofthe totalworldwide VFXcosts to qualify for uplifts. (Indies with
qualified spend budgets $10Mand underare not eligible for the VFX
up lift.)

Q: Is that $10M in QUALFIED spend?
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A: Yes.Nonqualified expenditures,such as VFEXProducers DO NOT QUALIFY
and should notbe included in the calculation ofthe minimum VFX

spending for eligibility purposes.

Q: In calculating the VFEX$10Mspend / 75%threshold: can any qualified
costs in the VFXcategory on the Chart of Accounts count,even ifnot
tagged for VU? Expenditures like craft service,meals, furniture rentals,
equipmentrentals, mo-cap,office rentals,on-set PAs?

A: Yes. When determining the spend test,we can take into accountallin-
state VFXspend,even ifitdoesn't garneran upliftas long as it pertains
to the VFXdepartment.

Q: Do visualeffects expenditures qualify foruplift during prep and post-
production periods?

A: VFXexpenditures which are indicated on the Qualified Expenditure
Charts as qualifying for the uplift (with VU) qualify during prep,shoot,

and/orpost.

Q: Is motion capture work considered VFX?

A: Not for purposes ofthe 5%uplift or bonus points. However,they should
be included when calculating the percentage of VFEXwork incurred in
California.

Q: Whatabout virtualproduction costs?

A: Virtualproduction costs qualify which pertain to digitalasset creation,

world capture (location/setscanning,volumetric capture,and

visua liza tion.

OUT- OF- ZONE

There is a comprehensive explanation of Out-of-Zone uplifts in the
preface ofthe QEC.

Q: Iunderstand that fornon-independent productions there is a 5% uplift

for shooting out ofthe studio zone.How is the studio zone defined?

A: “los Angeles Zone means the area within a circle 30 miles in radius

from Beverly Boulevard and [a Cienega Boulevard, los Angeles, CAand
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2

mcludes Agua Dulce, Castaic (including lake Castaic), leo Ca rrillo
State Beach, Ontario International Airport, Piru, and Pomona (mcluding
the Llos Angeles County Fairgrounds). The Metro Goldwyn Ma yer, Inc.
Conejo Ranch property is within the los Angeles zone.”

Please utilize this link to view the studio zone.

Whataboutthe “secondary studio zone’?

Forpurposes ofthe uplift,the taxcredit program only recognizes the

studio zone — not the secondary studio zone.

So,are you saying that films eligible fora 25%taxcredit could receive
as much as 30% with the uplift?

Yes.Independent films and Relocating TVseries qualify fora 5% local
Hire [abor uplift ifshooting outside-the-zone.

Regarding tagging for out-of-zone expenditures,whatis the difference
between ZEand ZC?

Outside the LA.zone consumables (ZC) are items purchased orrented

outside-the-zone which are used/consumed entirely outside-the-zone.

e Forexample:fuel security personnelhired through a security
company,dry cleaning,food,hotelrooms,

e cquipmentrented outside-the-zone and used solely outside-the-
zone

e please referto Appendix Aofthe Guidelines fora list of zone
consumables

Outside the zone expenditures (ZE) are items purchased orrented

outside the zone and could be used both inside- and outside-the-zone.

e Forexample: ifyou are shooting in San Francisco and rent your
equipmentin SF.butalso use itin [os Angeles,the equipment rental
would be tagged ZE as it willbe prorated based on the numberof
principalphotography days both in and out ofthe [A zone.

IncentiveProgram3@film .ca.gov | Page 30 of45 | Film.CAgov/Tax-Credit



mailto:IncentiveProgram3@film.ca.gov
http://www.film.ca.gov/Tax-Credit
http://film.ca.gov/locations/interactive-map/

Frequently Asked Questions January 2024

2

Does a camera package which willbe rented in [os Angeles,but

broughtto San Francisco for our production, qualify for the 5% up lift?

No. Tangible personalproperty used outside the Los Angeles zone must
be purchased,rented,orleased from a vendorthrough an office or
otherplace ofbusiness outside the Los Angeles zone to qualify foran

up lift.

e An “Outside Los Angeles Zone Vendor”is a supplier in the State which
maintains an office orplace ofbusiness outside the Los Angeles
zone and is registered or qualified with the California Secretary of
State;oris required to file a return with the California Franchise Tax
Board under Parts 10 or llofthe Revenue and Taxation Code and
employs one ormore fulltime employees;oris a sole proprietor
working atthe place ofbusiness outside the Los Angeles zone. Pass-
through businesses do not qualify as an “Outside [os Angeles Zone
Vendor”(ltems purchased out ofstate which are shipped to

fulfilment centers do not qua lify).

Ourcrew is building a set outside ofthe zone that willbe used inside the
zone. Do the laborand set both qualify for the uplift? How about the

meals we serve?

The labor working outside the zone is eligible for uplift and should be
tagged QW/ZW.

e Since the set willnot be used outside the zone,it is not eligible for uplift and
should be tagged QE

o Ifthe meals are purchased and consumed outside the zone,theycan be
tagged QF ZC.

e Ifthe laborrequired to provide those meals takes place out ofzone,itcan
alsobe tagged QW/ZW.

Do 2"/ Stunt/ VEXunit expenditures count for the 5% Out of Zone uplift?

Wages for work performed outside the zone and tangible personal
property purchased orrented and used outside the zone are eligible for
the uplift for both principalphotography and additionalunits.
Verifica tion, utilizing sufficient documentation,payrollrecords,call

sheets,timecards,etc.,willbe necessary.
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Q: Does the extra 5% for outside the 30-Mile Zone apply to projects shot in
San Francisco?

A: Yes.San Francisco is outside the Los Angeles zone. The Uplift applies to
allqualified wages and qualified purchases/ rentals utilized in San

Francisco related to the applicable period:prep,shoot and strike.

Q: Dopermitfees forout-of-zone locations qualify for the up lift?
A: Permit fees foroutside the zone locations paid to offices outside the
zone do qualify foruplift. However,ifthe vendoris within the Los

Angeles zone,they do not qualify for the up lift.

Q: We are using an in-zone vendorto coordinate an outside-the-zone
shoot. Do wages and service fees paid for outside-the-zone work
qua lify for the uplift?

A: No. Since the vendoris within the Los Angeles zone allexpenditures are
considered inside the zone and are tagged QE

Q: Do we need to shoot the fullday out-of-zone to qualify for the upLift?
A: No,but the first scene ofthe day mustbe atthe outside-the-zone
location.

Q: Does 2" unit work count as one day out-of-zone orare OZdays only for
Ftunit work that starts the day OZ?

A: Only Funit PPdays counttoward OZbonus pointdays.

Q: Ifwe parkthe crew inside the zone and shuttle them out to the location
every day,is that stillconsidered outside-the-zone spend forthose
shooting days? I'm unsure because the website says thatifa day is
splitbetween places in and outside the zone that you have to start
outside the zone.In this instance, my first shooting location would be
outside the zone,but theirreport to location would be inside the zone.

A: As long as the main unit’s first scene ofanydayis filmed outside the
zone,thatday willqualify as an out-of-zone principalphotography day.
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2

Ifwe travelthe crew to an out-of-zone location and shooton the same
day,would the day stillcountasan OZDay (even though some ofthe

day was travel)?

Travelsalaries out ofthe zone count toward the 5% uplift. You would
need to shoot the first scene ofthe daythe same day you travelto have
thatdaycountas an OZprincipalphotography day. Travelto an out-
of-zone location without shooting stillcounts towards the 5%uplift —

justnotas a principalphotography OZDay.

Ifwe purchase lumberout ofzone,bring it into the zone to build the sets
and then bring the sets out ofthe zone to shoot,can we qualify the
lumbertowards the 5% uplift?

The umber would qualify for the uplift; the labor to build the sets in the

zone would not.

Does the out-of-zone uplift apply to sales taxes on items purchased

and used outofthe zone?

Yes,forany expenditures eligible for the out of zone uplift. Tota lly
consumed items,along with the sales tax,should be tagged QFE ZC;all
otherout ofzone purchases with sales taxes should be tagged QF ZE

Do carallowances forout-of-zone labor qualify for the uplift?

Carallowances paid to qualified out-of-zone labordoes qualify and
should be tagged QW/ZW. Ifitis fora carthatis rented from an out-of-
zone vendorand used both in- and out-of-the-zone,it would be
tagged QE/ZE Ifitis used only out ofthe zone,it would be tagged

QF ZC.

Would location scouting laborthatoccurs OZbe considered ZW — even
ifno principalphotography occurred on those days,orifprincipal
photography was occurring in-zone?

As long as allofthe scouting can be shown to be OZ, YES, it would be ZW.
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Q:

2

Would a VFEXCoordinator qualify for both VUand ZW if they
accompanied the production to an OZshootand were paid forthat
day?

Yes.

Ifwe have a VFXData Wrangler (LA hire) working during the shoot and

the individualtravels out ofthe zone (San Diego),are we allowed totag
both ZW and VU?

Yes, for both.

Would build laborand expenses thatoccur OZbe considered “ZW,ZC” —
even ifno principalphotography occurred on those days,orifprincipal
photography was occurring in-zone? Forexample,whatifa
Construction Coordinator who lives in,say Ventura,has his entire shop
and crew out ofthe zone and do alltheir work out ofthe zone fora show
thatis shooting in the zone.

The uplift is for work performed out of zone which pertains to filming
outside the [Azone. Work performed out ofthe zone for filming inside
the zone does not qualify for the up lift.

Ifwe hire a vendorin San Francisco to shoot miniatures,willthese days
qualify as principalshoot days and the costs eligible for the 5% uplift?
Principalphotography days involve the principaldirector and usually
the lead actors,so a miniature shoot carried outbya vendor would
not qualify as principalphotography. Ifyou contract with an out-of-
zone vendorto perform services outside the zone,payments to that
vendor will qua lify for the uplift (ZC).

How should we handle boxrentals while out ofthe zone?

It willbe "QW,ZW” for [A-zone residents working on an out-of-zone day
(e.g.— a los Angeles resident, working in Ventura), and “QW,LW” forany
out-of-zone residents working an out-of-zone day (e.g.— a San

Francisco resident working in San Francisco).
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Q: Foran individualwho is hired from out ofstate with a boxrental,but
works in San Francisco,is theirbox "QW,[W”(as it would be for outside-
the-zone residents), QW (as it would be for [Aresidents who bring their
boxes),or NQ because they're from outofstate? (Assume that the
boxes willbe used solely outside the zone in San Francisco,and not in
Los Angeles.

A: The boxrentalwould be treated the same wayas it would in the LA zone
— ZW.lt does not garneran uplift since the individualis not from that
out-of-zone location.

Additionally, when used out ofstate,they are XX

Q: Ifa vendoris located outside the LA. Zone,but not in the county where
filming occurs, does the expenditure in the ledgerrequire an out-of-
zone county tag ifthe item IS NOTutilized in the out-of-zone county
being filmed in? (Forexample,an item is purchased in Oakland County,
but is utilized in Los Angeles County and notatthe out-of-zone filming
site)

A: The IocalCom munity Expenditure Report reflects the amount of money

spentin a given out-of-zone county for filming in that county.

e IJfanexpenditure is made in an OZcounty butis used for filming in the
[Azone : itdoes not qualify forany uplifts;it does not qualify forany
bonus points;it does notrequire a localCommunity Expenditure Report.

e Ifanexpenditure is made in an OZcounty and is used in a different OZ
county,itcannot be said to be an expenditure made in the county
where filming takes place. Therefore,it would not be tagged with either

the county it was made in orthe county it was used in.

Q: Ifa vendoris located outside the LA. Zone,but not in the county where
filming occurs, does the expenditure in the ledgerrequire an out-of-
zone county tag ifthe item IS utilized in the out-of-zone county being
filmed in? (Forexample,an item purchased in Oakland County is
utilized atthe filming site in Alameda County)

A: The answeris the same - the localCommunity Expenditure Report
reflects the amountofmoney spentin a given out-of-zone county for

filming in that county:

e Asabove,ifan expenditure is made in an OZcounty (Oakland) and is used

in a different OZcounty (Alameda),itcannotbe said to be an expenditure
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made in the county where filming takes place (Alameda). Therefore, it
would NOTbe tagged with either the county it was made in (Oakland) or
the county it was used in (Alameda).

e Exceptforlndependent Films,which do not get the Zuplifts,the fullamount
ofthe expenditure would be tagged ZC.

Q: Ifa production films in Alameda County,but has [ocalCrew that
renders services in LA. County,does this laborgetreported on the local
community expenditure report?

A: Ifthe projectis filming OZ (in Alameda County,perthe example) but
the crew is working in LA (the Accounting staff,some wardrobe
people orprop people buying stuff,postproduction,vfxetc),their wages
are NOTreported in the local Community Expenditure Report. They
would notbe eligible for any uplifts,no ZW and no LW.

Q: Ifa crew from [Agoes to film OZ,do their wages getreported on the
[ocalCommunity Expenditure Report?

A: The answeris NO. Their wages are not expenditures made in the OZ
county where filming takes place. The same is true ofnon-wage
expenditures such as equipmentrentals made in [Abutused in an OZ
county. However,the [Acrew filming OZshould be tagged ZW.

OTOH, the non-wage expenditures are NOTtagged ZEor ZC when

rented or purchased in the LA zone.

Q: Ifairfare is purchased from a CAvendorbutitis fortraveloutside of CA,
is it NQ or XX?
A: It would be considered XX To qualify,both the ORIGIN and DESTINATION

must be within California (“intrastate”.)

Q: Would the travelagent fee qualify as QE?
A: No,the travelagency fee only qualifies for travel within CA.

IncentiveProgram3@film .ca.gov | Page 36 0f45 | Film .CAgov/Tax-Credit



mailto:IncentiveProgram3@film.ca.gov
http://www.film.ca.gov/Tax-Credit

Frequently Asked Questions January 2024

Q: Does a CAtravelagencyneed to have a specific numberofemployees

located in the CAoffice? (oratleastone?)

A: There is nothing in the statute that sets the minimum numberof
employees ofthe travelagency. However,it must be registered to do
business in CAand have whatever other qualifications are necessary to
form a travelagency business. There may be standards or

certifications forsomeone to actas a travelagentas well.

Q: Is it required that the travelbooking be done within the CAoffice? (ie.,
would the travelbe disqualified ifbooked out ofa NYoffice?)
A: The booking needs to be made in California through a California travel

agency. This includes the billing and the ticketing.

Q: Does the travelagency need to charge any specific taxes for the travel
and their fees to qua lify?
A: Ifyou are working with a travelagencyregistered to do business in CA,

they willbe aware ofany taxes and fees that mustbe charged.

Q: Would a private jet from [Ato San Francisco or Palm Springs qua lify?
A: As long as the companyis registered to do business in CA,yes it would.
However,the CFC discourages the use ofprivate jets and would hope if

they are used,the company willpurchase carbon offsets.

Q: Can travelinvoices come from the travelagencyordoes itneed to
come from the airline/hotel/etc.? Do the film production and the travel
agencyneed to enterany sort ofagreement for the traveland fees to
qua lify?

A: The CPAperforming the auditis tasked with verifying that expenditures
are qualified,and thatincludes thatthey were made with a qualified CA

vendor. Please keep in mind thatany transactions made with a vendor

who does notmeetprogram standards willnot qua lify.
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Q: Iunderstand thatairfare outside of California does not qualify. What
abouttraveldaysalary payments to qualified crew?
A: Travel Day payments to crew flying out oforinto California are not

considered qualified expenditures.

Q: For intrastate airfare,forexample Burbankto Sacramento,do we need
to purchase tickets through a California travelagent for it to qualify, or

can we simply purchase tickets from the airline, Southwest forexample?

A: Airfare,ancillary charges,and agency fees DO qua lify when purchased
from a California travelagency for intrastate travel. f you purchase a

flight from an airline’s website,this cost willnot qua lify.

Q: Whataboutairfare forcompanion tickets based on contractual
obligations?

A: The following must BOTHbe true for the cost to qualify: The person
whose companion is being considered mustbe QW,and travelmustbe
within the state of California.

Q: Whatifa castmemberpays forsuch expenditures.Can theybe
reimbursed?

A: Ifa castmemberis compensated foroutlaying these expenditures,

those costs willnot qualify;any monies paid to a castmemberare NQ.

Q: For intrastate flights,ifthe airfare orluggage fee was purchased via a
show purchasing card ora personalcredit card,would that travel-
related cost qualify based on the fact thatthe costwas absolutelya
California expense?

A: As long as the airfare was purchased from a CAtravelagency/agent
for travel within California,ancillary fees would also qualify. The use ofa
companyorpersonalcredit card willrequire the CPAperforming the
audit to request multiple statements to make sure thatthe airfares
were notrefunded atsome future date (unless there are boarding
passes to provide proofthatthe airfare was utilized),ortheymay look

for credits in the ledger.
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Q: Do payments to Airbnb foraccommodations qua lify?

A: Yes. In Program 3.0 Airbnb costs qua lify.

CAREER READINESS

Q: How do we find interns, instructors,or schools who want to participate in

the Career Readiness requirement?

A: The CFC has a database to help match productions with localschools,
community colleges (no four-year institutions) and career-based
learning programs,both in [Aand throughout California. Producers
wishing to work with specific schools orprograms should contact the
CFC to inquire ifthe organizations they are interested in are approved
by the CFC.Ifthey are not currently on the database,itis possible they
canbe added.

Q: Does a production have to use the CFC list to locate interns/teachers to

fulfill the careerreadiness program,orare we able to look forourown?

A: Producers wishing to work with specific schools orprograms should
contactthe CFC to inquire ifthe organizations they are interested in are
approved by the CFC.Ifthey are not currently on the database,itis
possible theycan be added ifthey conform to our program

requirements. Any interns employed on the production mustbe over 18

vears old and residing in California.

Q: Ourproduction wants to make a financialcontribution — how do we do
that?
A: The Career Readiness page has a section for financial contributions

which includes forms and copies of W9 forms for both the high school
and community college funds that willbe receiving the contributions.
Be sure to go to the individualwebsites for either the high schools or
community colleges formore detailed information. The filled-out form
and checkshould be mailed to one ofthe funds listed. The check should
indicate thatthe contribution is for the Career Readiness program and
a receipt should be requested for submittalto the CPAperforming the

Agreed Upon Procedures,along with a verification form.
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Q: We would like to hire interns fora craft position

(grip/electric/sound/camera/etc.).Is it necessary to notify the unions?

A: Yes,when hiring interns in any union categories,productions must
contactthe prevailing union to inform them ofthe names and dates
when interns willbe on set. Union crew members on your show may not
understand the situation and notify their unions that non-union workers

are on set.

Q: If we hired paid interns forthe Career Readiness requirement,is the
salary qualified?
A: Yes. In Program 3.0 the salary ofpaid interns qualifies fora taxcredit.

Q: How much do we have to pay them?
A: Generally, CAminimum wage,but there is nothing to keep you from

choosing to pay them more.

Q: Can interns work a fullday?
A: Typically,they worka reduced schedule,generally 8 hours a day and

perhaps three days a week,but this is nota requirement

Q: How has the pandemic affected the Career Readiness Program ?

A: Should you choose one ofthe in-person careerreadiness options
(Professional Skills Tour,Paid Internship,Educator Externship) it is
imperative to maintain strict Covid-19 protocols,taking any and all
actions needed to ensure the safetyofallparticipants. Individuals
participating in said events should be informed and consent to any
risks prior to participation,and theiracknowledgment and consent
should be memorialized in writing.

e Since the Covid situation continues to be in flux,always observe the

prevailing safetyrecommendations.
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Q: Ikeep hearing about asking interns and others to provide video
testimonials about theirtime on the show.Is this a requirement ofthe
program?

A: No,itisnt a requirement. But it generates so much goodwill with the
Commission,its legislators and stakeholders thatitis highly
encouraged. (Extra “Brownie Points”are awarded ifthey mention their

gratitude to the Film Commission by name!)

Q: Can we use an intern as a production assistant? Can they make runs?
A: The intent ofthe Career Readiness Program is for the people involved to
be exposed to jobs in the industry and to learn. They should notbe

making deliveries and pickups.Such tasks are not considered learning

experiences and willnot satisfy the Career Readiness requirements.
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END CREDITS

Q: A Production Alert was issued on January 12,2024,about changes in
end credits requirements.lam currently in the program;am Isubject to
this new rule?

A: Ifyou have a Credit Allocation letter (CAL) issued on orbefore

December21,2023,the end credit requirements in effect were as

follows:

Provide an on-screen acknowledgement to THE STATE OF
CALFORNIA AND THE C ALIFORNIA FIIM COMMISSION and include
the California Film Commission logo.

Approved projects with CALdates on orafter December22,2023,are
subject to the new end credit requirements, which states:

Provide an on-screen acknowledgement to THE STATE OF
CALFORNIA and THE C ALUFORNIA FIIM COMMISSION and include a
five-second-long static California Film Commission [ogo in the
end credits before the below-the-line crew crawl, for the life ofthe
project.

NOTE: The California Film Commission (CFC) is currently in the process
ofmodifying current regulations to address conflicting laws between
CFC regulations and specific bargaining unit or guild agreements within
the motion picture and television industry.

The CFC is currently aligning the end credit requirements to conform

with terms ofrelevant collective bargaining agreem ents.

For specific questions,please contact the California Film Com mission.
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UTILIZATION OF TAX CREDITS

Q: How does the cap ontaxcreditusage affectthe carryover of film tax
credits forboth Program 2.0 and Program 3.0 projects?

A: The Program 2.0 carryoverlanguage reads:
(3) In the case where the credit allowed..exceeds the net tax, the
excess creditmay be carried over to reduce the net tax’in the
following taxable year,and succeeding five taxable years, ifnecessary,

untilthe credit has been exhausted.

Translation: Even though the only numberthat shows up in that
paragraph is five,the numberofcarryover years is “five plus the
following taxable year,”or six. There is a similarissue with the Program

30 language.

Please see the section on the website regarding the $5Mcap on tax
credit usage forthe period beginning Jan.,,2020 and before Jan. 12023:
CFC Using Your Tax Credits Jan 2021(ca.gov)

Q: Is there a list ofavailable qualified California companies who can
brokerthe taxcredits?

A: Alist oftaxcredit buyers and brokers is available upon request.
Q: Can the taxcreditbe used by a company with the same ownership as
the production company?

A: Affiliated companies may utilize the tax credits.

Q: Does the cap of $5Mperfiscalyearapply to income taxes atthe

combined reporting group level?
A: Yes,forbuyers ofboth hdependentand Non-Independent project

credits.
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Q: Does the cap of $5Mperfiscalyearapplyto sales and use taxes at the

combined reporting group level?
A: Yes,but only fornon-indies,as independent project credits cannotbe

used againstsales and use tax liability.

Q: Whatelse do Inced to know?

A: More inform ation here.

Q: How does this affect credits for entities purchasing credits from
independent projects?

A: Such companies willhave the same limitations as the original
recipients when they elect to utilize their credits against state income

tax lia bilities.

DIVERSITY PROGRAM REQUIREMENT

Q: Is everyapplicantrequired to submita summary ofits voluntary

programs to increase representation ofwomen and minorities?

A: Yes. There used to be a carve-out for Indies under $10M,but that no

longerapplies. AlLshows must now submi it this summary.
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APPENDIX A

(18) (A) “Qualified motion picture’means a motion picture thatis produced
for distribution to the generalpublic,regardless of medium,thatis one
ofthe following:

(i) Afeature with a minimum production budget ofone million
dollars ($1000,000).

(i) Aminiseries consisting of two ormore episodes,each longer
than 40 minutes ofrunning time,exclusive of commercials,that is
produced in California, with a minimum production budget ofone
m illion dollars ($1000,000) perepisode.

(i) Anew television series ofepisodes longerthan 40 minutes
each ofrunning time,exclusive ofcommercials,thatis produced in
California,with a minimum production budget ofone million dollars
($1000,000) perepisode.

(iv) An independent film.

(v) Atelevision series thatrelocated to California.

(vi) Apilot fora new television series thatis longerthan 40
minutes of running time,exclusive ofcommercials,thatis produced in
California,and with a minimum production budget ofone million
dollars ($1000,000).
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