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Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas As Engrossed: S3/13/97
81st General Assembly A BI”
Regular Session, 1997 SENATE BILL 625

By: Senator Dowd

For An Act To Be Entitled
"AN ACT TO PROVI DE A FI NANCI AL | NCENTI VE FOR THE
PRODUCTI ON OF FI LMS FOR THE MOTI ON PlI CTURE AND TELEVI SI ON
I NDUSTRI ES | N THE STATE OF ARKANSAS; TO PROVI DE FOR THE
REG STRATI ON OF MOTI ON PI CTURE PRODUCTI ON COMPANI ES DOl NG
BUSI NESS | N THE STATE; AND FOR OTHER PURPOSES. "

Subtitle
“TO PROVI DE A FI NANCI AL | NCENTI VE FOR
THE PRODUCTI ON OF FI LMS FOR THE MOTI ON
Pl CTURE AND TELEVI SI ON | NDUSTRI ES I N THE
STATE OF ARKANSAS. "

BE I T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. SHORT TITLE. This Act may be referred to and cited as the
"Motion Picture Incentive Act of 1997".

SECTI ON 2. LEQ SLATIVE DETERM NATION. It is hereby found and

determ ned that:

(a) Arkansas' natural beauty and di verse topography provides a variety

of excellent settings fromwhich the notion picture industry m ght choose a

Il ocation for filmng a notion picture or television program

(b) Several successful notion pictures have been filmed in Arkansas,

due to the unique qualities of the State in terns of natural settings,

availability of |labor, materials, climte, and hospitality of its people;

(c) The notion picture industry brings with it a nuch needed i nfusion

of capital into areas of the State which nay be econonically depressed,

(d) The multiplier effect of the infusion of capital resulting from
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As Engrossed: S3/13/97 SB 625

the filmng of a nmotion picture or television program serves to stinmulate

econonic activity beyond that i medi ately apparent on the film set;

(e) Due to the distance of Arkansas fromthe filmindustry center on

the West Coast and due to the period of econonmic depression, it is necessary

to provide financial incentives to the filmindustry in order that Arkansas

m ght conpete with other states for filmng | ocations; and

(f) Since significant portion of the cost of a notion picture

production will not be eligible for a tax incentive due to the fact that

portions of the production are carried out in another state, this Act may al so

serve as an inducenent for the nmotion picture industry to |ocation operations

within the State of Arkansas in order to take advantage of the tax incentive

afforded by this Act.

SECTION 3. DEFINITIONS. As used in this Act:

(a) "Revenue Division" nmeans the Revenue Division of the Arkansas

Depart nent of Finance and Adm ni stration.

(b) "Motion Picture Production Conpany" nmeans a conpany engaged in the

busi ness of producing nmotion pictures intended for a theatrical rel ease or for

tel evi si on view ng.

(c) "Motion Picture Ofice" nmeans the division of the Arkansas

I ndustrial Devel opnment Conmi ssion charged with the responsibility of pronoting

and assisting the notion picture industry in Arkansas.

(d) "Resi dent" means natural persons and includes for the purpose of

deternmining eligibility for the tax incentive provided by this Act any person

domiciled in the State of Arkansas and any other person who maintains a

permanent place of abode within the State and spends in the aggregate nore

than six (6) nonths of the taxable year within the State.

(e) "Financial Institution" neans any bank or savings and loan in the

State which carried FDI C or FSLIC insurance

SECTI ON 4. REQUI REMENT FOR REG STRATI ON. Each notion picture production

conpany which plans to filmany scenes within the borders of the State of

Arkansas shall register with the Mdtion Picture Ofice prior to the

commencerrent of fil mng.

SECTION 5. TAX INCENTIVE. A qualifying production conpany, upon nmaki ng
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As Engrossed: S3/13/97 SB 625

application therefor and neeting other requirenments prescribed in this Act,

shall be entitled to a tax refund of one hundred percent (1009 of the tax

i nposed by Ark. Code Ann. £26-52-301, et seq., and Ark. Code Ann. ©26-53-101,

et seq., and paid on the purchase of property and services in Arkansas in

connection with the filmng and/ or production projects within Arkansas. To

qualify, a production conpany nust:

(a) Spend five hundred thousand dollars ($500,000) within a six (6)

month period in connection with the film ng and/ or production of one (1)

feature film telefilm music video, docunentary, episodic television show, or

comer ci al advertising project; or

(b) Spend in excess of one million dollars ($1,000,000) within a twelve

(12) nonth period in connection with the filni ng and/or production of one (1)

or nore feature filnms, telefilns, nusic video, docunentary, episodic

tel evision show, or commercial advertising projects.

SECTI ON 6. APPLI CATI ON FOR TAX | NCENTI VE.

(a) Any notion picture production conpany which desires to take

advant age of the tax incentive program provided for in this Act shall submt

an application along with a letter of support fromthe | ocal governnment(s) in

the affected area and provide an estinate of total expenditures to be made in

Arkansas in connection with the filnm ng and/ or production of such notion

picture. The application and estinate of expenditures shall be filed with the

Motion Picture OFfice and approved as eligible for the tax incentive provided

by this act prior to the commencenent of filnming in Arkansas.

(b) At the time the notion picture production conpany regi sters and

provi des the estinmate of expenditures to the Mtion Picture Ofice, it shal

al so designate a nenber, or representative, of the nption picture production

conpany to work with the Arkansas | ndustrial Devel opment Conmi ssion's Mdtion

Pi cture Devel opnent Office and the Departnent of Finance and Administration,

Revenue Division, on the reporting of expenditures and other information

necessary to take advantage of the tax incentive afforded by this Act.

(c) Wthin two (2) weeks after principal photography begins the notion

pi cture production conpany shall begin filing weekly expenditure reports.

Failure to file weekly expenditure reports may result in a delay in the

di sbursement of the tax incentive benefit as provided in Section 7 of this

Act. The weekly expenditure report shall be filed in accordance with, but not
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limted to, the foll owing provisions:

(1) In order to be eligible for the tax incentive provided for hy

this Act, paynments shall be made from a checki ng account from any Arkansas

financial institution; and

(2) Direct cash payments by the production conpany to Arkansas

vendors, businesses, or citizens hired as cast or crew, which are acconpani ed

by recei pts shall be all owed provided that the sum of the cash paynments does

not exceed 40 percent of the total verifiable expenditures; and

(3) Per diemexpenditures by the cast and/or crew for | odging,

when acconpani ed by receipts, shall be eligible expenditures; and

(4) Expenditure reports shall include, but are not linmted to;

check identification nunber, date of paynment, nanme of payee, address of payee,

anount paid, name of financial institution and other such information as my

be deenmed necessary by the Revenue Division to insure conpliance with this

Act; and

(5) Paynments for salaries or wages are linmted to Arkansas

residents who filed an Arkansas incone tax return in the previous tax year

and

(6) Paynments for penalties or fines, payments to non-profit

organi zati ons and paynents to federal and state entities that do not pay State

taxes are to be excl uded.

(7) Wen a notion picture production conpany hires a payrol

service conpany to handle the payroll of a production, the payroll paynents

ot herwi se all owabl e shall be allowed as eligible expenditures provided (i)

paynments nade by the nption picture production conpany to the payroll service

conpany are paid through an Arkansas financial institution account and (ii) if

the payroll checks issued by the payroll service conpany are drawn on a bank

or other entity which is outside the State of Arkansas, such out-of-state bank

or other entity guarantees paynent of the checks at an Arkansas fi nanci al

institution; and

(8) When a notion picture production conpany hires a food

catering service conpany which is outside the State of Arkansas, paynents

ot herwi se al |l owabl e which are nade by the out-of-state food catering service

to food businesses |located in Arkansas, shall be allowed as eligible

expenditures provided (i) actual receipts or copies of invoices fromsuch food

busi nesses |l ocated in Arkansas are filed with the weekly expenditure reports
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As Engrossed: S3/13/97 SB 625

and (ii) paynents nmade by the notion picture production conpany to the out-of-

state food catering service conpany are paid through an Arkansas financi al

institution account; and

(9) Pre-production and post-producti on expenses, which otherw se

qualify, nmay be made from a checking account froma financial institution

| ocated out of Arkansas.

(d) The twelve (12) nonth period and six (6) nonth period during which

expenditures may qualify for the tax incentive provided by this Act, begins on

the date of the earliest expenditure reported.

(e) Upon conpl etion of film ng and/ or production in Arkansas, the

notion picture production conpany shall file an application for the tax

i ncentive afforded by the Act. The application shall include a fina

expenditure report giving a total ampunt of expenditures which were nade in

the State in connection with the film ng and/or production of a nption picture

and which conply with the provisions of this Act. The nption picture

producti on conpany shall provide docunentation for expenditures in accordance

with regul ati ons pronul gated by the Revenue Division

SECTION 7. DI SBURSEMENT OF TAX | NCENTI VE.

The Revenue Division shall, upon receipt of an application for a tax

refund pursuant to this act and supporting docunentation, confirmthe

eligibility of the applicant based on total expenditures and the anpunt of

sal es and use tax paid by the applicant for which a refund is due. The

applicant shall provide, with the application for refund, a schedul e of

pur chases acconpani ed by i nvoi ces which show the property or service

purchased, the nane and | ocation of the vendor, and the anpunt of sales or use

tax paid. The Revenue Division shall calculate the tax refund to which the

applicant is entitled, and shall certify the sane to the Chief Fiscal Oficer

of the State. Upon receipt of all necessary docunentation to support the

applicant's claimfor refund, the Revenue Division shall certify to the Chief

Fiscal Oficer the ampbunt to be remtted to the notion picture production

conpany within 60 days of the final expenditure report.

The Chief Fiscal Oficer shall remt the tax refund to the nption

pi cture production conpany followi ng recei pt of the certification of the

anount thereof fromthe Revenue Division. Such benefit shall be paid from any

avail abl e funds appropriated for m scell aneous tax refunds by the Genera
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Assenbl y.

SECTI ON 8. PENALTI ES.

(a) Any notion picture production conpany failing to conply with

Section 4 of this Act nay be enjoined fromengaging in the business of

produci ng notion pictures in the State of Arkansas by any court of conpetent

jurisdiction until the requirenents of Section 4 are net.

(b) Any notion picture production conpany failing to conply with al

provi sions of this act may be denied any future application for participation

in this incentive program

SECTION 9. DI SCLAIMER. The State of Arkansas reserves the right to

refuse the use of Arkansas' nane in the credits of any notion picture fil nmed

and/ or produced in the State.

SECTION 10. AUDIT. The Revenue Division may require that reported

expenditures and the application for a tax incentive fromthe notion picture

producti on conpany be subjected to an audit by Revenue Division auditors to

verify expenditures.

SECTION 11. SUNSET. The opportunity for a tax incentive provided by
Section 5 of this Act shall expire on June 30, 2007.

SECTI ON 12. RULES AND REGULATI ONS. The Revenue Division and the

Arkansas | ndustrial Devel opnment Commi ssion shall pronul gate appropriate rul es

and regulations to carry out the intent and purposes of this Act and to

prevent abuse.

SECTION 13. All provisions of this act of a general and pernmnent
nature are anmendatory to the Arkansas Code of 1987 Annotated and the Arkansas

Code Revi sion Conmi ssion shall incorporate the sane in the Code.

SECTION 14. If any provision of this act or the application thereof to
any person or circunstance is held invalid, such invalidity shall not affect
ot her provisions or applications of the act which can be given effect w thout

the invalid provision or application, and to this end the provisions of this
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act are declared to be severable.

SECTION 15. All laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTI ON 16. EMERGENCY. It is hereby found and deternined by the

Ceneral Assenbly that the incentive afforded by this Act to the notion picture

i ndustry can serve to stinmulate the econony of the area in which filmng is

done; and that the incentive has a multiplier effect, in terns of economc

devel opnent, in the locality of the film ng and statew de; and that tax

revenues generated by the activities of notion picture filmng nore than

of fset the revenue | ost through the incentive provided by this Act.

Therefore, an enmergency is declared to exist and this act being i medi ately

necessary for the preservation of the public peace, health and safety shal

beconme effective on the date of its approval by the Governor. |If the bill is

nei ther approved nor vetoed by the Governor, it shall becone effective on the

expiration of the period of tinme during which the Governor may veto the bill.

If the bill is vetoed by the Governor and the veto is overridden, it shal

become effective on the date the | ast house overrides the veto.

/' s/ Dowd
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