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	The Council of the City of New York

Finance Division

Michael Keogh, Director

Fiscal Impact Statement
Preconsidered Intro. No: 


Committee:
Finance



	Title: A Local Law to amend local law number 2 for the year 2005, in relation to film production tax credits.


	Sponsors: The Speaker (Council Member

Quinn) and Council Members Yassky, Weprin, Recchia, James and Gioia (in conjunction with the Mayor) 



	Summary of Legislation: This local law would extend New York City’s Film Production Credit beyond its current sunset on August 20, 2008, until December 31, 2011. It will also increase cap on the Credit from its current level of $12.5 million per calendar year to $30 million per calendar year, starting in 2006.

New York City’s Film Production Credit was enacted by the Council on December 15, 2004. It offers a refundable credit against the City’s General Corporation Tax (GCT) and Unincorporated Business Tax (UBT) for certain costs incurred in the production of films in the City of New York, for the purpose of providing financial incentives for the production of films and television shows in the City. 

The credit equals five percent of ‘qualified production costs’ incurred in the production of a film or television show (with certain exceptions).  Eligible costs are ‘below the line’ production costs such as costs for film studios, props, makeup and sets, while above the line costs such as actors, directors, and writers salaries and scripts are not considered production costs. The types of films to which the legislation applies are feature length films, television films and television pilots.  The credit does not apply to commercials, music videos, documentaries, news programs, talk shows, instructional films and other exceptions noted in the legislation.
In terms of the value of the credit, if the amount spent on below the line costs for stage work (excluding postproduction costs) at qualified production facilities in the City exceeds $3 million, then the production company would be eligible to receive that credit against all of its below the line expenses occurring in the City.  If the amount spent on below the line costs for stage work at qualified production facilities in the City is less than $3 million, the credit would only be available against below the line costs incurred on location if the number of days spent on location in the City are at least 75 percent of the total number of days spent on location.
Finally, the film production credit would be taken after all other credits against the GCT or UBT are taken.



	Effective Date: This local law shall take effect immediately and apply to taxable years beginning on or after January 1, 2006.
On August 20, 2004 New York State enacted a law providing a State “Empire State Film Production Credit,” and authorizing the City to provide a film production credit as well. On April 28, 2006 New York State enacted legislation extending and raising the credit cap on the Empire State Film Production Credit and authorizing the City do same for the City’s Film Production Credit.  


	Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal 2009


	Fiscal Impact Statement:
Effective FY07
FY Succeeding

Effective FY08

Full Fiscal

Impact FY09
Revenues (+)

($17,500,000)

($17,500,000)

($30,00,000)

Expenditures (-)

$0

$0

$0

Net

($17,500,000)

($17,500,000)

($30,000,000)



	Impact on Revenues:  The total amount of City credits (under the GCT and UBT) cannot exceed $30 million in any calendar year.  If applications are received for any tax year in excess of that amount, the excess will be treated as having been applied for on the first day of the next tax year. As of April 2006 all credits allowable under current law were committed through the law’s sunset on August 20, 2008.   This legislation would make an additional $17.5 million available in credits during calendar years, 2006, through 2008, and an additional $30 million available in calendar years 2009 to 2011.  There is considerable time between application for the credit, the completion of the film, the issuance of the credit and use of the credit to offset tax liabilities. So credits committed in 2007 may not actually be used by the taxpayer till 2008 or 2009.  Given these lags, the Fiscal 2007 and Fiscal 2008 estimates represent the upper limits of revenue reductions from the credit in those years.  Actual reductions are likely to be significantly lower.  


	Impact on Expenditures:  There would be no impact on expenditures resulting from the enactment of this legislation.



	Source of Funds To Cover Estimated Costs:
  Not applicable



	Source of Information:
City Council Finance Division



	Estimate Prepared By:
Raymond Majewski, Chief Economist/Special Advisor


	FIS History:


To be considered by the Committee on June 29, 2006.

State-authorizing legislation enacted April 28, 2006.
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