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Date of Hearing: April 22, 2025

ASSEMBLY COMMITTEE ON ARTS, ENTERTAINMENT, SPORTS, AND TOURISM
Christopher M. Ward, Chair
AB 1138 (Zbur) — As Amended March 28, 2025

SUBJECT: Income and corporate taxes: tax credits: motion pictures

SUMMARY: This bill would make modifications to the California Motion Picture Credit 4.0,
which will be in place from July 1, 2025 to July 1, 2030, in order to increase the competitiveness
of the credit in relation to other states and counties.

Specifically, this bill:

1) Revises the definition of a qualified motion picture to include the following:
a) Live action and animated series with episodes averaging 20 minutes or more.
b) Animated films.
c) Large-scale competition shows.

2) Increased the base applicable credit percentage of qualified expenditures to 35% or 40%, as
specified, while maintaining the existing 5% uplift in credits available for certain
expenditures, such as those related to original photography outside the Los Angeles zone or
qualified visual effects.

3) Increases the qualified expenditures of an independent feature to $20 million.

4) Provides the California Film Commission (CFC) with additional flexibility to move tax credit
dollars across different categories to meet current demands.

5) Increases the aggregate amount of credits that may be allocated in a fiscal year to $750
million.

6) Makes numerous technical changes.
EXISTING LAW:

1) Allows, effective for taxable years starting on or after January 1, 2020, the California Film
Commission (CFC) to issue a credit certificate to qualified taxpayers for a tax credit of either
20% or 25% of qualified expenditures for producing a qualified motion picture in California.
The credit is applicable in the taxable year when CFC issues the credit certificate, but not
before July 1, 2020. Additionally, for taxable years beginning on or after January 1, 2022,
and before January 1, 2032, the credit is also available for qualified motion pictures produced
at certified studio construction projects. (Revenue and Taxation Code (RTC) Section
17053.98)

a) A qualified motion picture is a feature with qualified expenditures of up to $100 million,
a miniseries with qualified expenditures of up to $100 million, a television series with
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qualified expenditures of up to $100 million per season, or an independent film with
qualified expenditures of up to $10 million.

The applicable credit percentage of qualified expenditures is 20% for a feature or a
television series that relocated to California that is in its second or subsequent years of
receiving a tax credit allocation, 25% for a television series that relocated to California in
its first year of receiving a tax credit allocation, and 25% for an independent film. An
extra 5% credit is available for certain expenditures, such as those related to original
photography outside the Los Angeles zone or qualified visual effects.

“Certified studio construction project” is defined as a construction or renovation project
certified for a period of five years by CFC, including soundstages located in the state
where actual construction or renovation expenditures are at least $25 million.

In order to receive the credit, a qualified tax payer must provide information to CFC
including the specific start and end dates of production; total wages paid; aggregate data
for individuals whose wages are excluded from qualified wages including their gender,
ethnic, and racial makeup; and data regarding the diversity of the workforce employed by
an applicant on a qualified motion picture.

Excluded from qualified wages are expenses, including wages, paid per person per
qualified motion picture for writers, directors, music directors, music composers, music
supervisors, producers, and performers, other than background actors with no scripted
lines.

If CFC determines that a qualified motion picture applicant has met or made a good faith
effort to meet the diversity goals in its diversity workplan, an applicant’s credit
percentage described will be increased by up to four percentage points.

Allows qualified taxpayers to receive a refund if the credit exceeds their tax liability for the
taxable year, for taxable years beginning on or after January 1, 2025. (RTC 17053.98.1)

a)

b)

This section re-established the motion picture tax credit for taxable years beginning on or
after January 1, 2025. The credit is applicable in the taxable year when CFC issues the
credit certificate, but not before July 1, 2025.

A qualified taxpayer may make a one-time election to be paid a refund for each taxable

year of the refundable period, not to exceed the annual refundable amount, which is 20%
of the total refundable amount. “Total refundable amount” if defined to mean 90% of the
credit amount that exceeds the “net tax” in the first taxable year of the refundable period.

Beginning January 1, 2025, CFC is required to collect information to the extent available
and based on data provided by the Career Pathways Training program. This includes a
breakdown of spending by the Career Pathways Program, how participation in the Career
Pathways Program by both program partners and participants has changed in comparison
to prior years, whether graduates of the program are accessing jobs in the film industry
upon completion of the program, what projects the students have worked on, whether
those projects received a tax credit, whether students are employed in California or
another state, and the aggregated self-reported and voluntarily provided ethnic, racial,
gender, and disability status of such individuals.
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d) Beginning in January 1, 2028, CFC, in collaboration with labor and industry
stakeholders, has the authority to increase the Career Pathways Training program fee by
0.25% per year, up to 1% of the approved credit amount for a qualified motion picture,
based on evaluation of available information, including, but not limited to, the number of
jobs available, job growth in the industry, and information included in the required
annual reports of the Career Pathways Training program.

e) On or before May 1, 2028, the Legislative Analyst’s Office shall provide to the Assembly
Committee on Revenue and Taxation, the Senate Committee on Governance and Finance,
and the public a report evaluating the effectiveness of the tax credits allowed by this
section.

Provides, effective for taxable years starting on or after January 1, 2020, a tax credit to
corporate taxpayers of either 20% or 25% of qualified expenditures for producing a qualified
motion picture in California. The specific percentage depends on criteria outlined in the
statute. The credit is applicable in the taxable year when the California Film Commission
issues the credit certificate, but not before July 1, 2020. Additionally, for taxable years
beginning on or after January 1, 2022, and before January 1, 2032, the credit is also available
for qualified motion pictures produced at certified studio construction projects. (RTC 23698)

Allows corporate taxpayers to receive a refund if the credit exceeds their tax liability for the
taxable year, for taxable years beginning on or after January 1, 2025. (RTC 23698.1)

Sets the aggregate amount of credits that may be allocated for the film tax credit per fiscal
year at $330 million. (RTC 17053.98, 17053.98.1, 23698, and 23698.1 sections

(MEB)H(D)A)

FISCAL EFFECT: Unknown. This measure has been keyed fiscal by the Legislative Counsel.

COMMENTS:

1)

Author’s statement. According to the author, “California’s iconic film and television
production industry is in crisis. As more states and countries are competing aggressively for
film and television production, California has seen an unprecedented drop in jobs that is
resulting in extreme hardship for the workers and small businesses in our signature industry.

“Since it was first established by the State Legislature in 2009, California’s Film &
Television Tax Credit Program has generated over $26 billion in economic activity, helped
create nearly 200,000 jobs, and more than paid for itself in tax revenue generation. Every
dollar allocated by the program generates $1.07 in direct state and local tax revenues and
creates at least $24.40 in economic output, according to a study by the Los Angeles
Economic Development Corporation (LAEDC).

“The loss of production and economic output harms the hard-working cast and crew
members who struggle to find work and the small businesses that support the industry. Many
workers report being out of work for 6 months, 12 months and even longer. According to
reports on contributions to the Motion Picture Pension Plan, the decline in production in
California has led to an estimated 30% drop in union jobs since 2022. Due to a lack of
employment opportunities, many workers are forced to travel to other states to work or must
consider changing fields.


https://laedc.org/research/reports/ca-film-tv-tax-credit-program-2-0/
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“AB 1138 will address this crisis by strengthening and modernizing the Film and TV Tax
Credit Program. This bill increases the base tax credit rate to be more competitive with other
jurisdictions, expands eligibility for a broader range of types of production, enhances the
program for independent films, and addresses administrative and other barriers. These
enhancements seek to retain and expand entertainment industry jobs, boost small businesses
that support production, and reinforce California’s status as the global leader in creativity and
innovation.”

Background. The California Film & Television Tax Credit Program was enacted as a part of
an economic stimulus plan to promote production spending, jobs, and tax revenues in
California. The program is administered by the CFC. The credit first became available in July
of 2009. To be eligible for the credit, a project must meet have a minimum 75% of its
production days or total production budget in California, and must be a qualifying motion
picture.

California's Film and TV Tax Credit Program has struggled to compete with more attractive
incentives from states like New York and Georgia, along with the UK. The decline in
production is impacting the state’s film industry and the cast and crew who depend on
consistent work, prompting some to seek opportunities out of state. The Motion Picture
Pension Plan reported a significant decrease in union jobs, with a loss of over 17,000 full-
time jobs between 2022 and 2024. To revitalize California’s film industry, collective action
is crucial to protect existing jobs and create new opportunities, restoring the state’s position
as a hub of creativity and innovation.

Programs in New York, the United Kingdom, and Georgia have been particularly effective in
drawing work away from California. In 2023, a report by the California Film Commission
found that the state lost 74% of production spending by those projects that applied for but did
not receive a California tax credit; 39 out of 66 projects that did not receive a tax credits, left
California to be produced out-of-state. These runaway projects accounted for $1.5 billion in
production spending loss. These figures however do not include jobs and economic losses for
film and television production.

The LAEDC reported that the economic output from 2015-2020 showed that 157 out of the
312 projects that applied for but did not receive a California tax credit left California for
another state. The loss of this spending in California cost the state $7.7 billion in generated
economic activity, 28,000 total jobs, labor income of approximately $2.6 billion, and state
and local tax revenues, which have totaled $345.4 million.

The loss of production and economic output harms one of California’s longest-standing
industries and the hard-working cast and crew members who struggle to find work. Due to a
lack of employment opportunities and high costs of living, workers are forced to work out of
state or consider changing fields. According to reports on contributions to the Motion Picture
Pension Plan, the decline in production in California has led to a sharp drop in union jobs,
particularly in 2022 and 2024. In that same time frame, reported hours to the Motion Picture
Pension Plan dropped by 34,654,648. This represents a loss of over 17,000 full-time
equivalent jobs. It is critical that the state act to increase production to save and create jobs.

Legislative Analyst Office (LAO). In February 2025, the LAO released a report on
California’s film tax credit that raised a number of questions about its value to the state. In



https://cdn.film.ca.gov/wp-content/uploads/2024/04/Progress-Report-2023.pdf
https://laedc.org/research/reports/ca-film-tv-tax-credit-program-2-0/
https://www.latimes.com/entertainment-arts/business/story/2024-06-24/leaving-los-angeles-hollywood-strike-no-jobs-cost-of-living
https://www.latimes.com/entertainment-arts/business/story/2024-06-24/leaving-los-angeles-hollywood-strike-no-jobs-cost-of-living
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their assessment, they say that the evidence is clear that increasing the size of the credit will
lead to an increase in the number of productions that choose to film in California; however,
the evidence is lacking from their perspective that expanding the tax credit will have a
benefit to the economy when compared to other economically beneficial programs. For
example, according to their research on two of California’s U.S. competitors for film and
production, New York and Georgia, every $1 of credit allocation provided significantly less
than a $1 return in state revenue. Georgia has no cap on their film tax credit, whereas New
York’s is $700 million, or $50 million less that California is proposing to increase the credit
to under Program 4.0. California is also dealing with competition from outside of the U.S.,
with many productions choosing to film in Canada and the United Kingdom.

The LAEDC responded to the LAO reports, saying that their numbers reflect date provided
by CFC from 169 productions that were allocated credits as of February 2020. They found
that from $915 million in tax credits that these productions generated a total of $7.4 billion in
production spending, and that for each $1 of credit allocated led to $24.40 in economic
activity.

Of note, LAEDC’s data does not take into account the significant downturn in statewide film
production due to disruptions including the COVID-19 pandemic, the SAG-AFTRA and
Writer’s Guild of America strikes, and the recent wildfires in the Los Angeles area.

Refundability. Starting with the Film and Television Tax Credit 4.0 when it goes into effect
on July 1, 2025, regardless of changes made during the current legislative session,
participants in program with insufficient tax liability to make use of the certified tax credits
awarded, may make a one-time election to utilize the refundability option. The election to
utilize the refundability option must be made in the first taxable year in which the tax credit
certificate is issued to the applicant. Refundability is not an option for an applicant allocated
credits under any previous iteration of the program, such as Program 2.0 or Program 3.0, or
under the Soundstage Filming Program.

Under the current law version of Program 4.0, the total amount of tax credits an applicant
may elect to make refundable is 90% of the certified tax credit amount that exceeds the
applicants tax liability in the first taxable year. Once the election has been made, tax credits
will be refunded over five years (refundable period), including the year of election. This
means that the permitted maximum annual amount is 20% of the total refundable amount
which effectively results in a maximum annual amount of 18% of the certified tax credit
amount that exceeds the applicants tax liability in the first taxable year.

The election to utilize the refundability option is irreversible and must be made on the
entity’s tax return filed with the California Franchise Tax Board (FTB) in accordance with
FTB requirements. However, this bill would make the refundability of the credit 100%,
meaning that there seems to be less risk in electing to choose that option.

If the taxpayer does not make the one-time irrevocable election to potentially get a refund,
then the film tax credit will be administered similarly to prior versions of the program. The
taxpayer will be able to use the credit against tax liability and to carry the credit forward in
the following nine years following the first year.
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Tax credits must be applied to any tax liability, annually, and only the excess is subject to
refundability. If an applicant elects to utilize the refundability option, no amount of tax
credits will be allowed after the maximum refundable period of five years, meaning the
applicant cannot elect to hold on to tax credits for use against future liability.

Impacts to tourism. Film and television production in California can boost the state's tourism
industry by attracting visitors who are looking to visit the settings of their favorite movies
and shows. Cities and various filming locations across California can become global
landmarks in part due to their frequent appearances on screen. Tourists visit places like
Hollywood Boulevard, the Hollywood Walk of Fame, and film studios such as Universal and
Warner Bros., where behind-the-scenes tours offer a glimpse into the filmmaking process.
These attractions not only bring in revenue through ticket sales and merchandise but also
support local hotels, restaurants, and other businesses.

The state's diverse geography enables filmmakers to shoot a wide array of scenes without
leaving the state, and in turn, helps these areas gain recognition and tourist traffic. Local
governments often embrace these opportunities by promoting their towns as filming-friendly
and capitalizing on the resulting tourism. California also benefits from international exposure
due to its prominence in global entertainment. As a result, the entertainment industry not only
plays a key role in the state’s economy through direct employment and production but also
indirectly drives significant revenue through tourism.

Arguments in support. According to the Entertainment Union Coalition in support, “We are
facing an unprecedented economic crisis for the workers in this industry. Between 2022-
2024, the Motion Picture Industry Pension & Health Plans, the plan for crew members,
reported a loss of 35 million work hours, the equivalent of 17,000 jobs. The Guilds are
reporting a 40% drop in production. Just last week, a FilmLA report revealed that soundstage
occupancy, historically around 90%, has fallen to 63%, the lowest ever recorded. And when
there is little production in Los Angeles, it is even worse across the rest of the state.

“Producers, looking for where to shoot no longer even include California in their
‘calculations’. That’s because California is no longer competitive with other states and
increasingly other countries. The funding for the California Film & Television Jobs Program
has not changed since 2014. Meanwhile, far smaller states outpace us and globalization
threatens to decimate what is left of the California industry. The structure of the program also
has not changed much since 2014, but our industry has radically changed in every way
imaginable. Other places have incentives that evolved with the times, while California’s
program, even with all of the state’s built in advantages, continues to try but fails to
compete...

“The California Film and Television Jobs Program is just that, a jobs program. Unlike other
places where incentives are simply tied to direct payments to corporations, California’s Film
& Television Jobs Program prioritizes workers. The prioritization on the most jobs, the
transparent application process, the career pathways emphasis and reporting structure and the
first in the nation set safety program all reflect California value. AB 1138 addresses program
changes that will modernize the program to reflect the environment within which we
compete and the realities of a changing industry.”
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7) Double-referral. Should this bill pass out of this committee, it will be re-referred to the
Assembly Committee on Revenue and Taxation.

8)

9)

Amendments and policy considerations. Due to the extensive amendments that the author’s

office has negotiated in partnership with studios and the entertainment unions, this analysis
reflects the language of the bill as it is proposed to be amended. Due to timing constraints,
the amendments will be processed by the Assembly Committee on Revenue and Taxation.
The committee will continue to monitor changes to the bill as it moves through the legislative
process, and hopes to see additional changes that will enhance the ways that the film tax
credit can provide extended benefits to areas outside of the Los Angeles area.

Prior and related legislation:

a)

b)

d)

f)

9)

h)

AB 1377 (McKinnor), of 2025, for Film and Television Tax Credit 4.0, would remove
the good faith effort standard if a qualified taxpayer chooses to submit a diversity
workplan, and requires CFC to determine whether the diversity goals in the workplan
were met. The bill is currently in the Assembly Committee of Arts, Entertainment,
Sports, and Tourism,

SB 630 (Allen), of 2025, makes numerous changes to the Film and Television Tax Credit
4.0 program in a similar manner to AB 1138 (Zbur). The bill is currently in the Senate
Revenue and Taxation Committee.

SB 132 (Senate Committee on Budget and Fiscal Review), Chapter 56, Statutes of 2023,
extended the authority for CFC to allocate, and for qualified taxpayers to claim, the Film
and Television Tax Credit for an additional five years, starting in 2025-26, authorized at
$330 million per year, and makes the credit. In addition, this bill made various changes to
the current version of the credit (Film and Television Credit 3.0) and the California
Soundstage Filming Tax Credit and includes set safety provisions.

SB 144 (Portantino), Chapter 114, Statutes of 2021, made changes to the Film and
Television Credit 3.0, including allocating an additional $90 million in the 2021-22 and
2022-23 fiscal years, and established a new credit for productions filmed at certified
studio construction projects.

SB 871 (Senate Committee on Budget and Fiscal Review), Chapter 54, Statutes of 2018,
enacts Film and TV Tax Credit 3.0 from July 1, 2020 to July 1, 2025.

AB 1839 (Gatto), Chapter 413, Statutes of 2014, increased the annual amount of tax
credits available for film and television productions, from $100 million to $330 million
per year, and extended the program for five more years. It also broadened the eligibility
criteria to include big-budget feature films, network television shows, and pilots, which
had previously been excluded.

AB 2026 (Fuentes) Chapter 841, Statutes of 2012, extended the film production tax credit
program for two years, until 2017

AB 1069 (Fuentes), Chapter 731, Statutes of 2011, extended the film production tax
credit program for one year, until 2015.
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i) ABXA3 15 (Krekorian), Chapter 10, Statutes of the 2009-10 Third Extraordinary Session,
established a five-year $500M tax credit for qualified expenditures on qualified
productions. Limited allocations to $100M/year.

REGISTERED SUPPORT / OPPOSITION:
Support

American Federation of Musicians Local 47
Bardas Investment Group

California International Alliance of Theatrical Stage Employees (IATSE) Council
California State Council of Laborers
California Travel Association (CalTravel)
Central City Association of Los Angeles
Directors Guild of America, INC.
Entertainment Union Coalition

Film Liaisons in California Statewide Flics
Film This Production Services, INC.
Hollywood Chamber of Commerce
Hollywood Professional Association
IATSE Local 119

IATSE Local 122

IATSE Local 16

IATSE Local 44

IATSE Local 695

IATSE Local 700

IATSE Local 705

IATSE Local 706

IATSE Local 728

IATSE Local 729

IATSE Local 80

IATSE Local 800

IATSE Local 839

IATSE Local 871

IATSE Local 892

Latino Film Industry

Motion Picture Association

Netflix

Paramount Pictures

Sony Pictures Entertainment

The Valley Economic Alliance

Walt Disney Company and its Affiliated Entities; the
Warner Bros. Discovery

West Hollywood/Hernan Molina, Governmental Affairs Liaison
Writers Guild of America West

20 Individuals

Support if Amended
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Bay Area Video Coalition
Out-of-zone Coalition

Opposition
There is no opposition on file.

Analysis Prepared by: Brian V. Anderson, Jr./ A.,E.,S., & T./(916) 319-3450



