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STATE OF CALIFORNIA

AUTHENTICATED

ELECTRONIC LEGAL MATERIAL

Senate Bill No. 132

CHAPTER 17

An act to amend Sections 6041.2, 6295, 7292.8, 17039, 17039.4,
17052.10, 17053.91, 17053.98.1, 17055, 19282, 23691, 23698.1, 25128,
and 36001 of, to amend the heading of Part 16 (commencing with Section
36001) of Division 2 of, to add Section 36006 to, to repeal Section 7292.9
of, to add and repeal Sections 17052.11, 17132.9, 17132.10, 17138.7,
17157.5, 24309.2, and 24309.9 of, and to add and repeal Part 10.4.1
(commencing with Section 19910) of Division 2 of, the Revenue and
Taxation Code, and to add Section 10010 to the Welfare and Institutions
Code, relating to taxation, and making an appropriation therefor, to take
effect immediately, bill related to the budget.

[Approved by Governor June 27, 2025. Filed with Secretary of
State June 27, 2025.]

LEGISLATIVE COUNSEL’S DIGEST

SB 132, Committee on Budget and Fiscal Review. Taxation.

(1) Existing state sales and use tax laws impose a tax on retailers
measured by the gross receipts from the sale of tangible personal property
sold at retail in this state or on the storage, use, or other consumptionin this
state of tangible personal property purchased from a retailer for storage,
use, or other consumptioninthisstate. The Salesand Use Tax Law generdly
provides that the taxes are due and payabl e to the California Department of
Tax and Fee Administration (CDTFA) quarterly on or before the last day
of the month next succeeding each quarterly period and requires, for purposes
of sales tax, a return to be filed by a seller that contains, among other
information, the gross receipts of the seller during the preceding reporting
period.

The Bradley-Burns Uniform Loca Sales and Use Tax Law authorizes
counties and cities to impose local sales and use taxes in conformity with
the Salesand Use Tax Law, and existing laws authorize districts, as specified,
to impose transactions and use taxes in accordance with the Transactions
and Use Tax Law, which generally conformsto the Salesand Use Tax Law.
Amendments to the Sales and Use Tax Law are automatically incorporated
into the local tax laws.

Existing law, with respect to specified vehicles sold at retail on and after
January 1, 2021, by alicensed dealer, except a new motor vehicle dealer,
requires the dealer to pay the applicable salestax, or usetax pursuant to the
Transactionsand Use Tax Law, to the Department of Motor Vehicles(DMV)
acting for and on behalf of CDTFA within 30 daysfrom the date of the sale.
That law does not relieve the dedler of the obligation to file a return with
CDTFA.
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This bill, for reporting periods beginning on or after January 1, 2021,
would instead require an application filed with DMV to be deemed afiled
return with CDTFA, as provided. The bill would also authorize CDTFA to
exempt alicensed dealer from the requirement to pay the applicable taxes
to DMV if the dedler sold 1,000 or more vehicles at retail in the current or
preceding calendar year and the dealer’s account is in good standing, as
defined, with CDTFA.

(2) Existing law, the Marketplace Facilitator Act, administered by the
CDTFA, provides that a marketplace facilitator, as defined, is considered
thesdller, retailer, and dealer for each salefacilitated through its marketpl ace,
asdefined, for purposes of determining whether that marketplace facilitator
isrequired to register with the department under the Salesand Use Tax Law.
That act provides, among other things, that any marketplace facilitator that
isregistered or required to register with the department under the Sales and
Use Tax Law and who facilitates aretail sale of tangible personal property
by a marketplace seller, as defined, istheretailer selling or making the sale
of the tangible personal property sold through its marketplace for purposes
of paying or collecting specified taxes and fees, including afee administered
pursuant to the Fee Collection Procedures L aw, defined to include acovered
electronic waste recycling fee pursuant to the Electronic Waste Recycling
Act of 2003, as specified.

This bill would expand the application the Marketplace Facilitator Act
to instead include any fee imposed pursuant to the Electronic Waste
Recycling Act of 2003, as specified.

(3) Existing law authorizes cities and counties, subject to certain
limitations and approval requirements, to levy a transactions and use tax
for general or specific purposes, in accordance with the procedures and
requirements set forth in the Transactions and Use Tax Law, including a
requirement that the combined rate of all taxes that may be imposed in
accordance with that law in the county not exceed 2%. Existing law
authorizes the County of Sonomaor any city within the County of Sonoma
to impose a transactions and use tax for general or specific purposes, and
authorizes the Sonoma County Transportation Authority to impose a
transactions and use tax for specific purposes, at arate of no more than 1%
that, in combination with other transactions and use taxes, would exceed
the above-described combined rate limit of 2%, if certain requirements are
met. Existing law conditionally repeals the additional authorization for the
County of Sonoma, any city within that county, and the Sonoma County
Transportation Authority, on January 1, 2026, if an ordinance proposing
the tax has not been approved by that date.

This bill would recast and restate the authority granted to the County of
Sonoma, any city within that county, or the Sonoma County Transportation
Authority to clarify that the authority for each of those public entities is
determined separately. The bill would state that this changeis not a change
in, but is declaratory of, existing law.

Thishill would repeal the provision that conditionally repeal sthe authority
granted to the County of Sonoma, any city within that county, or the Sonoma
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County Transportation Authority. The bill would instead require that any
ordinance exercising this authority be approved by the voters voting on the
ordinance before January 1, 2026.

(4) The Personal Income Tax Law, in conformity with federal income
tax laws, defines “ grossincome” as income from whatever source derived,
except as specifically excluded, and provides various exclusionsfrom gross
income.

This bill, for taxable years beginning on or after January 1, 2025, and
before January 1, 2030, would exclude from gross income retirement pay
received by a qualified taxpayer, as defined, during the taxable year, not to
exceed $20,000, from the federal government for service performed in the
uniformed services, as defined. The hill, for taxable years beginning on or
after January 1, 2025, and before January 1, 2030, would a so exclude from
grossincome annuity payments received by aqualified taxpayer, as defined,
during the taxable year, not to exceed $20,000, pursuant to a United States
Department of Defense Survivor Benefit Plan.

This bill, for taxable years beginning on or after January 1, 2021, and
before January 1, 2030, would provide an exclusion from gross income for
any qualified taxpayer, as defined, for amounts received in settlement in
connection with awildfire in the state, as provided.

This bill, for taxable years beginning on or after January 1, 2024, and
before January 1, 2029, would provide an exclusion from gross income for
amounts received, on or after March 1, 2024, as compensation for specified
costs and losses rel ated to the Chiquita Canyon elevated temperature landfill
event in the County of LosAngeles, as provided.

(5) Existing law establishes various means-tested public socia services
programsadministered by countiesto provide eligible recipientswith certain
benefits, including, but not limited to, cash assistance under the California
Work Opportunity and Responsibility to Kids (CaWORKS) program,
nutrition assistance under the CalFresh program, and health care services
under the Medi-Cal program.

Existing law requires the State Department of Social Services, subject to
an appropriation in the annual Budget Act, to administer the California
Guaranteed Income Pilot Program to provide grants to eligible entities for
the purpose of administering pilot programs and projects that provide a
guaranteed income to participants. Existing law defines an eligible entity,
for purposes of the program, as a nonprofit organization, as specified, or a
city, county, or city and county.

This bill, to the extent permitted by federal law, would prohibit any
Chiquita Canyon elevated temperature landfill event payment, as defined,
received by a taxpayer from being considered income or resources when
determining eligibility or benefit amounts for any means-tested program or
guaranteed income payments, as defined. To the extent that the bill would
expand eligibility for programs administered by counties, the bill would
impose a state-mandated local program.

(6) The Personal Income Tax Law and the Corporation Tax Law, in
maodified conformity with federal incometax law, allow a credit against the
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taxesimposed by those laws, for taxabl e years beginning on or after January
1, 2021, and before January 1, 2027, a credit for rehabilitation of certified
historic structures, as defined, and, under the Personal Income Tax Law,
for a qualified residence, as defined. Existing law limits the amount of
rehabilitation tax credits that may be allocated to $50,000,000 per calendar
year in the aggregate, plus any amount of unallocated tax credits from the
prior calendar year. Existing law requires that $2,000,000 of that amount
be set asidein each calendar year for taxpayers with qualified rehabilitation
expenditures, as defined, for a certified historic structure that is a qualified
residence. Existing law further requires that $8,000,000 of the total amount
of credits be set aside for taxpayerswith qualified rehabilitation expenditures
of less than $1,000,000 for any other certified historic building that is not
a qualified residence. Existing law requires that any amount of the
$2,000,000 or $8,000,000 set aside, asdescribed, that isnot allocated during
that calendar year becomes availablefor allocation in the next calendar year,
as provided.

This bill would, beginning July 1, 2025, instead require that any amount
of the $2,000,000 or $8,000,000 set aside, as described above, not allocated
during the calendar year be made available within 90 daysto taxpayerswith
qualified rehabilitation expenditures of $1,000,000 or more for affordable
housing projects that were eligible for, but did not receive, an alocation,
as provided. The bill would aso provide that awards shall be made until
the tax credits are depl eted.

(7) The Personal Income Tax Law and the Corporation Tax Law allow
numerous motion picture credits. Existing law, for taxable years beginning
on or after January 1, 2025, allows a motion picture credit (motion picture
credit 4.0) to be alocated by the California Film Commission on or after
July 1, 2025, and before July 1, 2030, in an amount equal to 20% or 25%
of qualified expenditures for the production of a qualified motion picture
in this state, and limits the aggregate amount of the credit that may be
allocated for afiscal year to $330,000,000, as specified. Existing law allows
aqualified taxpayer to elect to be paid arefund if the amount allowable as
acredit under the motion picture credit 4.0 exceeds the qualified taxpayer’s
tax liability for the taxable year, and allows the excess to be carried over,
as specified.

This hill, for the above-described motion picture credit, would increase
the aggregate amount of the credit that may be allocated for afiscal year to
$750,000,000, as specified, and would correct erroneous cross-references
inthose provisions. By requiring additional moneysto be paid from the Tax
Relief and Refund A ccount, acontinuously appropriated fund, the bill would
make an appropriation.

(8) The Personal Income Tax Law also imposes an annual tax on every
limited partnership, limited liability partnership, and limited liability
company doing business in this state, as specified, in an amount equal to
the minimum franchise tax. The Corporation Tax Law imposes an annual
tax on“S’ corporations at arate of 1.5% of itsnet income, or if greater, the
minimum franchise tax, as specified.
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Existing law, for taxable years beginning on or after January 1, 2021, and
before January 1, 2026, authorizes a partnership or “S’ corporation that
meets certain other requirements, including a requirement that the entity
make a payment of a specified amount on or before June 15 of the year of
the election, to elect to pay an elective tax at arate based on its net income,
as specified, for the taxable year. That law, for taxable years beginning on
or after January 1, 2021, and before January 1, 2026, allows acredit against
the persona income tax to a taxpayer, other than a partnership, that is a
partner, shareholder, or member of an entity that elects to pay the elective
tax, in an amount equal to a specified percentage of the partner’s,
shareholder’s, or member’spro ratashare or distributive share, asapplicable,
of income subject to the elective tax paid by the entity.

This bill would allow the above-referenced credit in the qualified
taxpayer’s taxable year beginning on or after January 1, 2026, and before
January 1, 2027, if the qualified taxpayer isapartner, shareholder, or member
of an entity that electsto pay the elective tax for their taxable year beginning
on or after January 1, 2025, and before January 1, 2026, and filesits return
on afiscal year basis, as provided.

This bill would also extend the operation of both the elective tax and the
credit described above for taxable years beginning on or after January 1,
2026, and before January 1, 2031. The bill would remove the requirement
that the electing entity make the specified payment by June 15. The bill
would a so reduce the credit allowed to ataxpayer against personal income
tax if the electing entity does not make a payment by June 15, or makes a
payment that isless than the required amount, as specified.

This bill would make additional conforming changes.

(9) The Corporation Tax Law imposes taxes measured by income and,
in the case of a business with business income derived from or attributable
to sources both within and without this state, apportions the businessincome
between this state and other states and foreign countriesin accordance with
a sales factor, as specified, except that in the case of an apportioning trade
or business that derives more than 50% of its gross business receipts from
conducting one or more qualified business activities, business income is
apportioned in accordance with a specified 3-factor formula. Existing law
defines qualified business activitiesfor this purposeto include, among other
things, banking and financial business activities, as defined.

Thisbill, for taxable years beginning on or after January 1, 2025, would
remove banking and financial business activities from the definition of
qualified business activities for purposes of apportionment.

(10) Existing law authorizes a juvenile or superior court, county, the
state, or the State Bar to refer any fine, monetary sanction, state or local
penalty, bail, forfeiture, restitution fine, restitution order, or any other amount
to the Franchise Tax Board for collection under guidelines prescribed by
the Franchise Tax Board, as specified. Existing law requires amounts
collected pursuant to the above-described provisions, except as specified,
to be transmitted to the Treasurer and deposited in the State Treasury to the
credit of the Court Collection Account in the General Fund. Existing law
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states the intent of the Legislature that costs to the Franchise Tax Board to
administer the above-described provisions for the 1997-98 fiscal year and
each fiscal year thereafter not exceed 15% of the amount it collects, as
provided.

Thisbill would instead state the intent of the L egislature that coststo the
Franchise Tax Board to administer the above-described provisions for the
202526 fiscal year and each fiscal year thereafter not exceed 20% of the
amount it collects, as provided.

(11) The Cadifornia Department of Tax and Fee Administration
administers various taxes, fees, and surcharges, including, among others,
an excisetax ontheretail salein this state of any firearm, firearm precursor
part, or ammunition. Existing law requires collection of the excise tax
pursuant to the Fee Collections Procedures Law, the violation of which is
acrime.

Thisbill would name the provisions governing the above-described excise
tax the “California Firearm Excise Tax Law.” The bill would deem, for
purposes of the California Firearm Excise Tax Law, a licensed firearms
dealer, firearms manufacturer, or ammunition vendor in this state who
transfers physical possession of any firearm, firearm precursor part, or
ammunition to a purchaser in this state on behalf of an out-of-state retailer
engaging in business in this state the retailer, as specified. By expanding
the scope of an existing crime, thisbill would impose astate-mandated local
program.

(12) Existing law requires any bill authorizing a new tax expenditure to
contain, among other things, specific goals that the tax expenditure will
achieve, detailed performance indicators, and data collection requirements.

Thishill would provide that additiona information for the above-described
exclusions from the Personal Income Tax Law and would provide that the
provisions requiring additional information for any bill authorizing a new
tax expenditure do not apply to the other provisions of this measure, except
as specified.

(13) This bill would include a change in state statute that would result
in ataxpayer paying ahigher tax within the meaning of Section 3 of Article
XIII A of the California Constitution, and thus would require for passage
the approval of %; of the membership of each house of the Legislature.

(14) The Cdlifornia Constitution requires the state to reimburse local
agenciesand school districtsfor certain costs mandated by the state. Statutory
provisions establish procedures for making that reimbursement.

This bill would provide that with regard to certain mandates no
reimbursement is required by this act for a specified reason.

With regard to any other mandates, this bill would provide that, if the
Commission on State Mandates determines that the bill contains costs so
mandated by the state, reimbursement for those costs shall be made pursuant
to the statutory provisions noted above.

(15) Thisbhill would declarethat it isto take effect immediately asabill
providing for appropriations related to the Budget Bill.

Appropriation: yes.
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The people of the Sate of California do enact as follows:

SECTION 1. Section 6041.2 of the Revenue and Taxation Code is
amended to read:

6041.2. For purposes of this chapter, the following shall apply:

(@) A person isrelated to another person if both persons are related to
each other pursuant to Section 267(b) of the Internal Revenue Code and the
regulations thereunder.

(b) (1) A “fee administered pursuant to Part 30 (commencing with
Section 55001)” shall include a charge pursuant to the Lead-Acid Battery
Recycling Act of 2016 (Article 10.5 (commencing with Section 25215) of
Chapter 6.5 of Division 20 of the Health and Safety Code), alumber products
assessment pursuant to Article 9.5 (commencing with Section 4629) of
Chapter 8 of Part 2 of Division 4 of the Public Resources Code, a fee
imposed pursuant to the Electronic Waste Recycling Act of 2003 (Chapter
8.5 (commencing with Section 42460) of Part 3 of Division 30 of the Public
Resources Code), and aCaliforniatirefee pursuant toArticle 5 (commencing
with Section 42885) of Chapter 17 of Part 3 of Division 30 of the Public
Resources Code.

(2) A “fee administered pursuant to Part 30 (commencing with Section
55001)" shal not include the fee administered pursuant to Part 21.1
(commencing with Section 42100).

SEC. 2. Section 6295 of the Revenue and Taxation Code is amended to
read:

6295. (a) (1) Except as provided in subdivision (h), when a motor
vehicle required to be registered under the Vehicle Code, except for a
recreational vehicle that is either truck-mounted, permanently towable on
the highways without a permit or a park trailer, as these terms are used in
Section 18010 of the Health and Safety Code, is sold at retail by a dealer
holding alicense issued pursuant to Chapter 4 (commencing with Section
11700) of Division 5 of theVehicle Code, the dealer shall pay the applicable
sales tax and any applicable use tax due under the Transactions and Use
Tax Law (Part 1.6 (commencing with Section 7251)) to the Department of
Motor Vehicles acting for and on behalf of the California Department of
Tax and Fee Administration pursuant to Sections 4456 and 4750.6 of the
Vehicle Code.

(2) The amendments to this subdivision made by Section 11 of Chapter
256 of the Statutes of 2021 do not constitute achangein, but are declaratory
of, existing law.

(b) If the dedler makes an application to the Department of Motor
Vehiclesthat isnot timely, and is subject to penalty because of delinquency
in effecting registration or transfer of registration of the vehicle, the dealer
shall aso beliable for penalty as specified in Section 6591, but no interest
shall accrue.

(c) (1) Application to the Department of Motor Vehicles by the dealer
shall be deemed a return filed with the California Department of Tax and
Fee Administration pursuant to Article 1 (commencing with Section 6451)
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of Chapter 5 with respect to amounts reported to the Department of Motor
Vehicles pursuant to subdivision (a).

(A) An application submitted to the Department of Motor Vehicles that
isdeemed afiled return pursuant to this subdivision shall be treated asfiled
on the date the application is submitted.

(B) An application submitted to the Department of Motor Vehicles that
is deemed afiled return pursuant to this subdivision shall be subject to the
requirements of this part.

(2) The amendments made to this subdivision by the act adding this
paragraph shall apply to salesreported to the Department of Motor Vehicles
for reporting periods beginning on and after January 1, 2021.

(d) (1) If the dealer fails to make an application to the Department of
Motor Vehicles, fails to pay the amount of sales or use tax due, or fails to
timely file a return with the California Department of Tax and Fee
Administration under Section 6452, interest and penalties shall apply with
respect to the unpaid amount as provided in Chapter 5 (commencing with
Section 6451).

(2) The amendments to this section made by the act adding this
subdivision do not constitute a change in, but are declaratory of, existing
law.

(e) For purposes of this section, the following shall apply:

(1) “Deaer” shal not include a franchisee as defined in Section 331.1
of the Vehicle Code, a franchisee of a recreational vehicle franchise as
defined in Section 331.3, amanufacturer or remanufacturer holding alicense
issued pursuant to Chapter 4 (commencing with Section 11700) of Division
5 of the Vehicle Code, an automobile dismantler holding a license and
certificate issued pursuant to Chapter 3 (commencing with Section 11500)
of Division 5 of the Vehicle Code, or a lessor-retailer holding a license
issued pursuant to Chapter 3.5 (commencing with Section 11600) of Division
5 of the Vehicle Code, and subject to the provisions of Section 11615.5 of
the Vehicle Code.

(2) “Newly licensed dealer” means adealer who was originally licensed
by the Department of Motor Vehicles on or after January 1, 2019.

(f) The Department of Motor Vehicles shall, through the adoption of
regulations, establish any additional requirements for the implementation
of this section.

(9) (1) Subject to paragraph (2), this section shall apply to sales of
vehicles occurring on and after January 1, 2021.

(2) Based upon operational needs to effectively enforce the collection
of taxes pursuant to this section, the Department of Motor Vehicles may
establish the following compliance schedule for this section:

(A) Newly licensed dealers, dealerswhose seller’s permit was reinstated
within the last two years, and dealers with a previous finding of
underreporting within the last two years shall comply beginning January 1,
2021.

(B) Except as provided in paragraph (3), al other dealers shall comply
by January 1, 2023.
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(3) Based upon operationa needs to effectively enforce the collection
of taxes pursuant to this section, the California Department of Tax and Fee
Administration, in consultation with the Department of Motor Vehicles,
may delay the compliance schedule set forth in subparagraph (B) of
paragraph (2) to no later than January 1, 2026, for dealers that made more
than 300 retail vehicle salesin the previous calendar year and are not subject
to the compliance schedule set forth in subparagraph (A) of paragraph (2).

(h) (1) The California Department of Tax and Fee Administration, in
consultation with the Department of Motor Vehicles, may exempt from the
requirements of subdivision (a) any dealer, including any dealer that has
paid the applicable salestax and any applicable usetax dueto the Department
of Motor Vehicles pursuant to subdivision (@) prior to the operative date of
the act adding this subdivision, if the dealer sold 1,000 or more vehicles at
retail in the current or preceding calendar year and the dealer’s account is
in good standing with the California Department of Tax and Fee
Administration.

(2) TheCadliforniaDepartment of Tax and Fee Administration may revoke
the exemption provided by this subdivision after 30 days following the date
the department provides notice to the dealer that either of the following has
occurred:

(A) Thedeaderisno longer in good standing.

(B) The dealer’s retail vehicle sales drop below 1,000 vehicles in any
calendar year beginning on or after the operative date of the act adding this
subdivision.

(3) For purposes of this subdivision, “good standing” means that the
dealer has timely filed and remitted applicable payments, including
applicable prepayments, for all required sales and use tax returnsfor the 12
quarterly reporting periods immediately preceding the issuance of the
exemption.

SEC. 3. Section 7292.8 of the Revenue and Taxation Code is amended
to read:

7292.8. (&) (1) Notwithstanding any other law, the County of Sonoma
may impose a transactions and use tax or combination of transactions and
use taxes for general or specific purposes at a combined rate totaling no
more than 1 percent that would, in combination with all taxes imposed in
accordance with the Transactions and Use Tax Law (Part 1.6 (commencing
with Section 7251)), exceed the limit established by Section 7251.1.

(2) Notwithstanding any other law, any city within the County of Sonoma
may impose a transactions and use tax or combination of transactions and
use taxes for general or specific purposes, at a combined rate totaling no
more than 1 percent that would, in combination with all taxes imposed in
accordance with the Transactions and Use Tax Law (Part 1.6 (commencing
with Section 7251)), exceed the limit established by Section 7251.1.

(3) Notwithstanding any other law, the Sonoma County Transportation
Authority may impose a transactions and use tax or combination of
transactions and use taxes for specific purposes, at acombined ratetotaling
no more than 1 percent that would, in combination with all taxes imposed
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in accordance with the Transactionsand Use Tax Law (Part 1.6 (commencing
with Section 7251)), exceed the limit established by Section 7251.1.

(b) An ordinance adopted pursuant to subdivision (a) shall meet all of
the following requirements:

(1) The County of Sonoma, a city within the county, or the Sonoma
County Transportation Authority adopts an ordinance proposing the
transactions and use tax by any applicable voting approval reguirement.

(2) The ordinance proposing the transactions and use tax is approved by
the voters voting on the ordinance in accordance with Article X111 C of the
Cdlifornia Constitution. The election on the ordinance proposing the
transactions and use tax shall occur on or after November 6, 2018, and
before January 1, 2026.

(3) The transactions and use tax conforms to the Transactions and Use
Tax Law (Part 1.6 (commencing with Section 7251)), other than Section
7251.1.

(c) The changes made to this section by the act adding this subdivision,
except for the change made to paragraph (2) of subdivision (b) requiring
the ordinance to be approved by the voters prior to January 1, 2026, do not
constitute a change in, but are declaratory of, existing law.

SEC. 4. Section 7292.9 of the Revenue and Taxation Code is repeal ed.

SEC. 5. Section 17039 of the Revenue and Taxation Code is amended
to read:

17039. (a) Notwithstanding any provision in this part to the contrary,
for the purposes of computing tax credits, the term “net tax” means the tax
imposed under either Section 17041 or 17048 plus the tax imposed under
Section 17504 (relating to lump-sum distributions) less the credits allowed
by Section 17054 (relating to persona exemption credits) and any amount
imposed under paragraph (1) of subdivision (d) and paragraph (1) of
subdivision (e) of Section 17560. Notwithstanding the preceding sentence,
the “net tax” shall not be less than the tax imposed under Section 17504
(relating to the separate tax on lump-sum distributions), if any. Credits shall
be alowed against “net tax” in the following order:

(1) Creditsthat do not contain carryover or refundable provisions, except
those described in paragraphs (4) and (5).

(2) Creditsthat contain carryover provisionsbut do not contain refundable
provisions, except for those that are allowed to reduce “net tax” below the
tentative minimum tax, as defined by Section 17062.

(3) Creditsthat contain both carryover and refundable provisions, except
the credit described in paragraph (9).

(4) The minimum tax credit allowed by Section 17063 (relating to the
aternative minimum tax).

(5) (A) For taxable years beginning on or after January 1, 2002, and
before January 1, 2022, credits that are allowed to reduce “ net tax” below
the tentative minimum tax, as defined by Section 17062.

(B) For taxable years beginning on or after January 1, 2022, credits that
aredlowed to reduce“ net tax” bel ow the tentative minimum tax, as defined
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by Section 17062, except the credit described in paragraph (7) and the credit
described in paragraph (9).

(6) Credits for taxes paid to other states allowed by Chapter 12
(commencing with Section 18001).

(7) For taxable years beginning on or after January 1, 2022, the credit
allowed by Section 17052.10 (relating to the elective tax under the Small
Business Relief Act).

(8) For taxable years beginning on or after January 1, 2026, the credit
allowed by Section 17052.11 (relating to the elective tax under the Small
Business Relief Act).

(9) Creditsthat contain refundable provisionsbut do not contain carryover
provisions.

(10) For taxable years beginning on or after January 1, 2025, the credit
alowed by Section 17053.98.1.

(11) For taxable years beginning on or after January 1, 2027, the credit
allowed by Section 17039.5.

(12) Thecreditsprovided by Sections 17061 (relating to refunds pursuant
to the Unemployment Insurance Code) and 19002 (relating to tax
withholding).

(b) Theorder within each paragraph of subdivision (a) shall be determined
by the Franchise Tax Board.

(c) (1) Notwithstanding any other provision of this part, no tax credit
shall reduce the tax imposed under Section 17041 or 17048 plus the tax
imposed under Section 17504 (relating to the separate tax on lump-sum
distributions) below the tentative minimum tax, as defined by Section 17062,
except the following credits:

(A) The credit alowed by former Section 17052.2 (relating to teacher
retention tax credit, repealed on August 24, 2007).

(B) The credit allowed by former Section 17052.4 (relating to solar
energy, repealed on December 1, 1989).

(C) The credit allowed by former Section 17052.5 (relating to solar
energy, repealed on January 1, 1987).

(D) The credit alowed by former Section 17052.5 (relating to solar
energy, repealed on December 1, 1994).

(E) The credit allowed by Section 17052.12 (relating to research
expenses).

(F) Thecredit allowed by former Section 17052.13 (relating to salesand
usetax credit, repealed on January 1, 1997).

(G) The credit allowed by former Section 17052.15 (relating to Los
Angeles Revitalization Zone salestax credit, repealed on December 1, 1998).

(H) The credit allowed by Section 17052.25 (relating to the adoption
costs credit).

(I) Thecredit allowed by Section 17053.5 (relating to the renter’s credit).

(J) Thecredit allowed by former Section 17053.8 (relating to enterprise
zone hiring credit, repealed on October 3, 1997).

(K) The credit alowed by former Section 17053.10 (relating to Los
Angeles Revitalization Zone hiring credit, repealed on December 1, 1998).
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(L) Thecredit allowed by former Section 17053.11 (relating to program
area hiring credit, repealed on January 1, 1997).

(M) For each taxable year beginning on or after January 1, 1994, the
credit allowed by former Section 17053.17 (relating to Los Angeles
Revitalization Zone hiring credit, repealed on December 1, 1998).

(N) The credit allowed by former Section 17053.33 (relating to targeted
tax area sales or use tax credit, repealed on December 1, 2015).

(O) Thecredit dlowed by former Section 17053.34 (relating to targeted
tax area hiring credit, repealed on December 1, 2019).

(P) Thecredit allowed by former Section 17053.49 (relating to qualified
property, repealed on January 1, 2004).

(Q) Thecredit allowed by former Section 17053.70 (relating to enterprise
zone sales or use tax credit, repealed on December 1, 2015).

(R) Thecredit allowed by former Section 17053.74 (relating to enterprise
zone hiring credit, repealed on December 1, 2019).

(S) Thecredit allowed by Section 17054 (relating to credits for personal
exemption).

(T) The credit allowed by Section 17054.5 (relating to the credits for a
qualified joint custody head of household and a qualified taxpayer with a
dependent parent).

(U) The credit alowed by Section 17054.7 (relating to the credit for a
senior head of household).

(V) The credit alowed by former Section 17057 (relating to clinical
testing expenses, repealed on December 1, 1993).

(W) The credit allowed by Section 17058 (relating to low-income
housing).

(X) For taxable years beginning on or after January 1, 2014, the credit
allowed by Section 17059.2 (relating to GO-Biz California Competes Credit).

(Y) The credit allowed by Section 17061 (relating to refunds pursuant
to the Unemployment Insurance Code).

(Z2) Credits for taxes paid to other states alowed by Chapter 12
(commencing with Section 18001).

(AA) Thecredit allowed by Section 19002 (relating to tax withholding).

(AB) For taxable years beginning on or after January 1, 2014, the credit
allowed by former Section 17053.86 (relating to the College Access Tax
Credit Fund, repealed on December 1, 2017).

(AC) For taxable years beginning on or after January 1, 2017, the credit
alowed by Section 17053.87 (relating to the College Access Tax Credit
Fund).

(AD) For taxable years beginning on or after January 1, 2021, the credit
allowed by Section 17052.10 (relating to the elective tax under the Small
Business Relief Act).

(AE) For taxable years beginning on or after January 1, 2020, the credit
allowed by Section 17053.98 (relating to the California Motion Picture and
Television Production Credit).
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(AF) For taxable years beginning on or after January 1, 2025, the credit
allowed by Section 17053.98.1 (relating to the California Motion Picture
and Television Production Credit).

(AG) For taxable years beginning on or after January 1, 2027, the credit
allowed by Section 17039.5.

(AH) For taxable years beginning on or after January 1, 2026, the credit
allowed by Section 17052.11 (relating to the elective tax under the Small
Business Relief Act).

(2) Any credit that ispartialy or totally denied under paragraph (1) shall
be allowed to be carried over and applied to the net tax in succeeding taxable
years, if the provisionsrelating to that credit include a provision to allow a
carryover when that credit exceeds the net tax.

(d) Unless otherwise provided, any remaining carryover of a credit
alowed by a section that has been repealed or made inoperative shall
continueto be allowed to be carried over under the provisions of that section
asit read immediately before being repealed or becoming inoperative.

() (1) Unlessotherwise provided, if two or more taxpayers (other than
spouses) sharein costs that would be eligible for atax credit allowed under
this part, each taxpayer shall be digibleto receivethetax credit in proportion
to the taxpayer’s respective share of the costs paid or incurred.

(2) Inthe case of a partnership, the credit shall be allocated among the
partners pursuant to a written partnership agreement in accordance with
Section 704 of the Internal Revenue Code, relating to partner’s distributive
share.

(3) In the case of spouses who file separate returns, the credit may be
taken by either or equally divided between them.

(f) Unless otherwise provided, in the case of a partnership, any credit
allowed by this part shall be computed at the partnership level, and any
limitation on the expenses qualifying for the credit or limitation upon the
amount of the credit shall be applied to the partnership and to each partner.

(9) (1) With respect to any taxpayer that directly or indirectly owns an
interest in a business entity that is disregarded for tax purposes pursuant to
Section 23038 and any regulations thereunder, the amount of any credit or
credit carryforward alowable for any taxable year attributable to the
disregarded business entity shall be limited in accordance with paragraphs
(2) and (3).

(2) Theamount of any credit otherwise allowed under thispart, including
any credit carryover from prior years, that may be applied to reduce the
taxpayer's“net tax,” as defined in subdivision (a), for the taxable year shall
be limited to an amount equal to the excess of the taxpayer’s regular tax (as
defined in Section 17062), determined by including income attributable to
the disregarded business entity that generated the credit or credit carryover,
over the taxpayer’'s regular tax (as defined in Section 17062), determined
by excluding the income attributable to that disregarded business entity. A
credit shall not be allowed if the taxpayer’sregular tax (as defined in Section
17062), determined by including the income attributabl e to the disregarded
business entity, isless than the taxpayer’s regular tax (as defined in Section
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17062), determined by excluding the income attributable to the disregarded
business entity.

(3) If theamount of acredit allowed pursuant to the section establishing
the credit exceeds the amount all owable under this subdivisionin any taxable
year, the excess amount may be carried over to subsequent taxable years
pursuant to subdivisions (c) and (d).

(h) (1) Unlessotherwise specifically provided, in the case of ataxpayer
that is a partner or shareholder of an eligible pass-thru entity described in
paragraph (2), any credit passed through to the taxpayer in the taxpayer’s
first taxable year beginning on or after the date the credit is no longer
operative may be clamed by the taxpayer in that taxable year,
notwithstanding the repeal of the statute authorizing the credit before the
close of that taxable year.

(2) For purposes of this subdivision, “digible pass-thru entity” means
any partnership or “S” corporation that filesits return on afiscal year basis
pursuant to Section 18566, and that is entitled to a credit pursuant to this
part for the taxable year that begins during the last year the credit is
operative.

(3) Thissubdivision appliesto creditsthat becomeinoperative on or after
January 1, 2002.

(i) The amendments made to this section by Chapter 3 of the Statutes of
2022 shall apply asfollows:

(1) The amendments to subdivisions (a), (€), and (h) shall be operative
for taxable years beginning on or after January 1, 2022.

(2) The amendments to subdivision (c) shall be operative for taxable
years beginning on or after January 1, 2021.

(i) The amendments made to this section by Chapter 56 of the Statutes
of 2023 shall apply asfollows:

(1) The amendments to paragraphs (3), (5), and (9) of subdivision (@)
shall be operative for taxable years beginning on or after January 1, 2025.

(2) Theamendmentsto subparagraph (AE) of paragraph (1) of subdivision
(c) shall be operative for taxable years beginning on or after January 1,
2020.

(3) Theamendmentsto subparagraph (AF) of paragraph (1) of subdivision
(c) shall be operative for taxable years beginning on or after January 1,
2025.

SEC. 6. Section 17039.4 of the Revenue and Taxation Codeis amended
to read:

17039.4. (@) Notwithstanding any provision of this part or Part 10.2
(commencing with Section 18401) to the contrary, for taxpayers not required
to be included in a combined report under Section 25101 or 25110, or
taxpayers not authorized to be included in a combined report under Section
25101.15, for each taxable year beginning on or after January 1, 2024, and
before January 1, 2027, the total of all business credits otherwise allowable
under any provision of Chapter 2 (commencing with Section 17041),
including the carryover of any business credit under aformer provision of
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that chapter, for the taxable year shall not reduce the “net tax,” as defined
in Section 17039, by more than five million dollars ($5,000,000).

(b) Notwithstanding any provision of thispart or Part 10.2 (commencing
with Section 18401) to the contrary, for taxpayers required to be included
in acombined report under Section 25101 or 25110, or taxpayers authorized
to beincluded in acombined report under Section 25101.15, for each taxable
year beginning on or after January 1, 2024, and before January 1, 2027, the
total of all business credits otherwise alowable under any provision of
Chapter 2 (commencing with Section 17041), including the carryover of
any business credit under aformer provision of that chapter, by all members
of the combined report shall not reduce the aggregate amount of “tax,” as
defined in Section 23036, of all members of the combined report by more
than five million dollars ($5,000,000).

(c) For purposesof thissection, “businesscredit” meansacredit allowable
under any provision of Chapter 2 (commencing with Section 17041) other
than the following credits:

(1) The credit allowed by Section 17052 (relating to credit for earned
income).

(2) The credit allowed by Section 17052.1 (relating to credit for young
child).

(3) The credit allowed by Section 17052.2 (relating to credit for foster
youth).

(4) Thecredit alowed by Section 17052.6 (relating to credit for household
and dependent care).

(5) The credit allowed by Section 17052.10 or 17052.11 (relating to the
elective tax under the Small Business Relief Act).

(6) Thecredit alowed by Section 17052.25 (relating to credit for adoption
costs).

(7) Thecredit alowed by Section 17053.5 (relating to renter’ stax credit).

(8) The credit allowed by Section 17054 (relating to credit for personal
exemption).

(9) Thecredit allowed by Section 17054.5 (relating to credit for qualified
joint custody head of household and a qualified taxpayer with a dependent
parent).

(10) Thecredit alowed by Section 17054.7 (relating to credit for qudified
senior head of househol d).

(11) The credit alowed by Section 17058 (relating to credit for
low-income housing).

(12) The credit alowed by Section 17061 (relating to refunds pursuant
to the Unemployment Insurance Code).

(d) Any amounts included in an election pursuant to Section 6902.5,
relating to an irrevocable election to apply credit amounts under Section
17053.85, 17053.95, 17053.98, 17053.98.1, 23685, 23695, 23698, or 23698.1
against qualified sales and use tax, as defined in Section 6902.5, are not
included in the five-million-dollar ($5,000,000) limitation set forth in
subdivision (a) or (b).
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(e) The amount of any credit otherwise alowable for the taxable year
under Section 17039 that is not allowed due to application of this section
shall remain acredit carryover amount under this part.

(f) The carryover period for any credit that is not alowed due to the
application of this section shall beincreased by the number of taxable years
the credit or any portion thereof was not allowed.

(g) Notwithstanding anything to the contrary in this part or Part 10.2
(commencing with Section 18401), the creditslisted in subdivision (c) shall
be applied after any business credits, as limited by subdivision (a) or (b),
are applied.

(h) For taxpayersthat make the election under subdivision (k) of Section
17053.98.1, any amount of refundable credits pursuant to that subdivision
over the five million dollar ($5,000,000) limitation under this section shall
be allowed in thefirst taxable year for which the limitation under this section
is not operative.

(i) If a taxpayer makes the election under both Section 17039.5 and
subdivision (k) of Section 17053.98.1 with respect to the credit amount
under Section 17053.98.1, the total amount of credit allowed pursuant to
both elections shall not exceed the credit amount alowed under subdivision
() of Section 17053.98.1.

(i) Chapter 3.5 (commencing with Section 11340) of Part 1 of Division
3 of Title 2 of the Government Code does not apply to any standard,
criterion, procedure, determination, rule, notice, or guideline established or
issued by the Franchise Tax Board pursuant to this section.

(K) (1) For taxable years beginning on or after January 1, 2025, and
before January 1, 2026, this section shall not apply if, by May 14, 2025, the
Director of Finance determinesthat General Fund money over the multiyear
forecast is sufficient without the revenue impact of the net operating loss
suspension and credit limitation, and pursuant to legislation in the annual
Budget Act to not apply this section of law.

(2) For taxable years beginning on or after January 1, 2026, and before
January 1, 2027, this section shall not apply if, by May 14, 2026, the Director
of Finance determinesthat General Fund money over the multiyear forecast
issufficient without the revenue impact of the net operating | oss suspension
and credit limitation, and pursuant to legislation in the annual Budget Act
to not apply this section of law.

() Theamendments madeto thissection by the act adding this subdivision
shall be operative for taxable years beginning on or after January 1, 2026.

SEC. 7. Section 17052.10 of the Revenue and Taxation Code isamended
to read:

17052.10. (a) For taxable years beginning on or after January 1, 2021,
and before January 1, 2026, there shall be allowed to a qualified taxpayer
a credit against the “net tax,” as defined in Section 17039, in an amount
equal to the qualified amount.

(b) For purposes of this section:
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(1) “Electing qualified entity” means a qualified entity, as defined by
Section 19902, that has elected to pay the elective tax under Part 10.4
(commencing with Section 19900).

(2) “Qualified amount” meansan amount equal to 9.3 percent of the sum
of the qualified taxpayer’s guaranteed payments as defined by Section 707(c)
of the Internal Revenue Code, relating to guaranteed payments, and the
qualified taxpayer’s pro rata share or distributive share, as applicable, of
income, as determined under thispart and Part 11 (commencing with Section
23001), subject to tax under this part included in qualified net income, as
defined in Section 19900, subject to the election made by an electing
qualified entity under Part 10.4 (commencing with Section 19900).

(3) “Quadlified taxpayer” means.

(A) A taxpayer, asdefined in Section 17004, excluding partnerships, that
is a partner, shareholder, or member of an electing qualified entity that
consented to have the sum of their guaranteed payments and pro rata share
or distributive share of income, as determined under this part and Part 11
(commencing with Section 23001), subject to tax under this part included
in the qualified net income, as defined in Section 19900, of the electing
qualified entity.

(B) "Qualified taxpayer” does not include a business entity that is
disregarded for federal tax purposes, as described in Section 23038, or its
partners or members.

(C) Subparagraph (B) shall not apply to alimited liability company that
is disregarded for federal tax purposes, as described in Section 23038, and
meets both of the following:

(i) Is owned by a taxpayer, as defined in Section 17004, excluding
partnerships, that consented to have the sum of their guaranteed payments
and pro rata share or distributive share of income, as determined under this
part and Part 11 (commencing with Section 23001), subject to tax under
this part included in the qualified net income, as defined in Section 19900,
of the electing qualified entity.

(ii) Isapartner, shareholder, or member of an electing qualified entity.

(c) Inthe case where the credit allowed by this section exceeds the “ net
tax,” the excess may be carried over to reduce the “net tax” in the following
taxable year, and succeeding four years, if necessary, until the credit is
exhausted.

(d) Notwithstanding subdivision (a), aqualified taxpayer that isapartner,
shareholder, or member of an electing qualified entity that makesthe election
under Section 19900 for their taxable year beginning on or after January 1,
2025, and before January 1, 2026, and filesits return on afiscal year basis
pursuant to Section 18566, shall be allowed the credit pursuant to this section
in the qualified taxpayer’s taxable year beginning on or after January 1,
2026, and before January 1, 2027.

(e) (1) Any disallowance of acredit under this section due to any of the
following conditions shall be treated as a mathematical error appearing on
the return:
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(A) Timely payment was not made under subdivision (b) of Section
19904.

(B) Paymentsmadefor thetaxable year exceed the el ective tax computed
under Part 10.4 (commencing with Section 19900).

(C) No election was made or allowed under Part 10.4 (commencing with
Section 19900).

(2) Any amount of tax resulting from such disallowance may be assessed
by the Franchise Tax Board in the same manner as provided by Section
19051.

(f) (1) For each taxable year the credit is alowed, for purposes of
Sections 18001 and 18002, “‘ net tax’ (as defined by Section 17039) payable
under thispart” shall beincreased by the amount of credit under thissection
that reduced the * net tax,” as defined in Section 17039, in that taxable year.

(2) Thissubdivision shall apply for taxable years beginning on or after
January 1, 2022, and before January 1, 2027.

(3) Section41 shal not apply to the expansion of existing tax expenditures
resulting from application of this subdivision.

(9) (1) TheFranchiseTax Board may adopt regulationsthat are necessary
or appropriate to implement this section.

(2) Chapter 3.5 (commencing with Section 11340) of Part 1 of Division
3 of Title 2 of the Government Code shall not apply to any regulation, rule,
guideline, or procedure prescribed by the Franchise Tax Board pursuant to
this section.

(h) For the purposes of complying with Section 41, the L egislature finds
and declares that the goal of thistax credit isto provide tax relief to small
busi nesses facing unprecedented economic hurdles due to COVID-19.

(i) The amendments made to this section by Chapter 3 of the Statutes of
2022 shall apply for taxable years beginning on or after January 1, 2021,
and before January 1, 2027.

(1) Theamendments madeto thissection by the act adding this subdivision
shall apply for taxable years beginning on or after January 1, 2026, and
before January 1, 2027.

(k) Thissection shall remain in effect only until December 1, 2027, and
as of that dateis repealed.

SEC. 8. Section 17052.11 is added to the Revenue and Taxation Code,
to read:

17052.11. (a) For taxable years beginning on or after January 1, 2026,
and before January 1, 2031, there shall be allowed to a qualified taxpayer
a credit against the “net tax,” as defined in Section 17039, in an amount
equal to the qualified amount.

(b) For purposes of this section:

(1) “Electing qualified entity” means a qualified entity, as defined by
Section 19912, that has elected to pay the elective tax under Part 10.4.1
(commencing with Section 19910).

(2) (A) “Qualified amount” means an amount equal to 9.3 percent of
the sum of the qualified taxpayer's guaranteed payments as defined by
Section 707(c) of the Internal Revenue Code, relating to guaranteed
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payments, and the qualified taxpayer’s pro rata share or distributive share,
as applicable, of income, as determined under this part and Part 11
(commencing with Section 23001), subject to tax under this part included
in qualified net income, as defined in Section 19910, subject to the election
made by an electing qualified entity under Part 10.4.1 (commencing with
Section 19910).

(B) Inthe case of aqualified taxpayer who is a partner, shareholder, or
member of an electing qualified entity that does not make the payment
required by paragraph (1) of subdivision (a) of Section 19914, or makes a
payment that is less than the amount due pursuant to paragraph (1) of
subdivision (a) of Section 19914, “qualified amount” means an amount
equal to the amount described in subparagraph (A), reduced by an amount
equal to 12.5 percent of the qualified taxpayer’s pro rata share of the amount
due but not paid under paragraph (1) of subdivision (a) of Section 19914.

(3) “Qualified taxpayer” means:

(A) A taxpayer, asdefined in Section 17004, excluding partnerships, that
is a partner, shareholder, or member of an electing qualified entity that
consented to have the sum of their guaranteed payments and pro rata share
or distributive share of income, as determined under this part and Part 11
(commencing with Section 23001), subject to tax under this part included
in the qualified net income, as defined in Section 19910, of the electing
qualified entity.

(B) “Qualified taxpayer” does not include a business entity that is
disregarded for federal tax purposes, as described in Section 23038, or its
partners or members.

(C) Subparagraph (B) shall not apply to alimited liability company that
is disregarded for federal tax purposes, as described in Section 23038, and
meets both of the following:

(i) Is owned by a taxpayer, as defined in Section 17004, excluding
partnerships, that consented to have the sum of their guaranteed payments
and pro rata share or distributive share of income, as determined under this
part and Part 11 (commencing with Section 23001), subject to tax under
this part included in the qualified net income, as defined in Section 19910,
of the electing qualified entity.

(ii) Isapartner, shareholder, or member of an electing qualified entity.

(c) Inthe case where the credit allowed by this section exceeds the “ net
tax,” the excess may be carried over to reduce the “ net tax” in the following
taxable year, and succeeding four years, if necessary, until the credit is
exhausted.

(d) Notwithstanding subdivision (a), aqualified taxpayer that isapartner,
shareholder, or member of an electing quaified entity that makesthe election
under Section 19910 for their taxable year beginning on or after January 1,
2030, and before January 1, 2031, and filesits return on afiscal year basis
pursuant to Section 18566, shall be allowed the credit pursuant to this section
in the qualified taxpayer’s taxable year beginning on or after January 1,
2031, and before January 1, 2032.
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() (1) Any disallowance of acredit under this section due to any of the
following conditions shall be treated as a mathematical error appearing on
the return:

(A) Timely payment was not made under subdivision (b) of Section
19914.

(B) Payments madefor the taxable year exceed the el ective tax computed
under Part 10.4.1 (commencing with Section 19910).

(C) No election was made or allowed under Part 10.4.1 (commencing
with Section 19910).

(D) The amount of the credit claimed exceeds the credit amount
determined pursuant to subparagraph (B) of paragraph (2) of subdivision
(b).

(2) Any amount of tax resulting from such disallowance may be assessed
by the Franchise Tax Board in the same manner as provided by Section
19051.

(f) For each taxable year the credit is allowed, for purposes of Sections
18001 and 18002, “‘net tax’ (as defined by Section 17039) payable under
this part” shall be increased by the amount of credit under this section that
reduced the “net tax,” as defined in Section 17039, in that taxable year.

(9) (1) TheFranchiseTax Board may adopt regulationsthat are necessary
or appropriate to implement this section.

(2) Chapter 3.5 (commencing with Section 11340) of Part 1 of Division
3 of Title 2 of the Government Code shall not apply to any regulation, rule,
guideline, or procedure prescribed by the Franchise Tax Board pursuant to
this section.

(h) This section shall only become operative if the operation of Section
164(b)(6) of the Internal Revenue Code, relating to the limitation on
individual deductions for taxable years 2018 through 2025, is extended.

(i) This section shall remain in effect only until December 1, 2032, and
as of that dateis repealed.

SEC. 9. Section 17053.91 of the Revenue and Taxation Codeisamended
to read:

17053.91. For each taxable year beginning on or after January 1, 2021,
and before January 1, 2027, there shall be allowed to ataxpayer that receives
atax credit allocation a credit against the “net tax,” as defined in Section
17039, in an amount determined in accordance with Section 47 of the Interna
Revenue Code, except as follows:

(@ (1) Inlieu of the percentage specified in Section 47(a) of the Internal
Revenue Code, except as provided in paragraph (2), the applicable
percentage shall be 20 percent of the qualified rehabilitation expenditures
with respect to a certified historic structure.

(2) The applicable percentage shall be 25 percent of the qualified
rehabilitation expenditures with respect to a certified historic structure if
that certified historic structure meets one of the following criteria:

(A) The structure is located on federal surplus property, if obtained by
alocal agency under Section 54142 of the Government Code, on surplus
state real property, as defined by Section 11011.1 of the Government Code,
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or on surplus land, as defined by subdivision (b) of Section 54221 of the
Government Code.

(B) The rehabilitated structure includes affordable housing for
lower-income households, as defined by Section 50079.5 of the Health and
Safety Code.

(C) The structure is located in a designated census tract, as defined in
paragraph (7) of subdivision (b) of Section 17053.73.

(D) Therehabilitated structureisapart of amilitary base reuse authority
established pursuant to Title 7.86 (commencing with Section 67800) of the
Government Code.

(E) Thestructureisatransit-oriented development that isahigher density,
mixed-use development within a walking distance of one-half mile of a
transit station.

(3) (A) The credit shall be alowed for qualified rehabilitation
expenditures for a qualified residence determined by the California Tax
Credit Allocation Committee and the Office of Historic Preservation to
rehabilitate the historic character and improve the integrity of the residence
in the year of completion in the percentages specified in paragraphs (1) and
(2), as applicable, except that the credit shall only be allowed in an amount
equal to or more than five thousand dollars ($5,000) but not exceeding
twenty-five thousand dollars ($25,000). A taxpayer shall only be allowed
acredit pursuant to this paragraph once every 10 taxable years.

(B) Section 47(c)(1)(B)(ii) of the Internal Revenue Code, relating to
specia rule for phased rehabilitation, shall not apply.

(b) For purposes of this section, the following definitions shall apply:

(1) “Certified historic structure” has the same meaning as defined in
Section 47(c)(3) of the Internal Revenue Code, that is a structure in this
state and is listed on the California Register of Historical Resources.

(2) “Quadlified residence” has the same meaning as that term is defined
in Section 163(h)(4) of the Internal Revenue Code, that will be owned and
occupied by an individua taxpayer who has a modified adjusted gross
income, as defined by Section 86(b)(2) of the Internal Revenue Code, of
two hundred thousand dollars ($200,000) or less, asthe taxpayer’s principal
residence or what will bethetaxpayer’s principal residence within two years
after the rehabilitation of the residence.

(3) (A) “Qualified rehabilitation expenditure” has the same meaning as
that term isdefined in Section 47(c)(2) of the Internal Revenue Code, except
that qualified rehabilitation expenditures may include expenditures in
connection with the rehabilitation of a building without regard to whether
any portion of the building is or is reasonably expected to be tax-exempt
use property.

(B) “Qualified rehabilitation expenditure” has the same meaning as that
term is defined in Section 47(c)(2) of the Internal Revenue Code and also
means rehabilitation expenditures incurred by the taxpayer with respect to
aqualified residence for the rehabilitation of the exterior of the building or
rehabilitation necessary for the functioning of the home, including, but not
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limited to, rehabilitation of the electrical, plumbing, or foundation of the
qualified residence.

(c) (1) To be€ligible for the credit alowed by this section, a taxpayer
shall request atax credit alocation from the CaliforniaTax Credit Allocation
Committee, in conjunction with the Office of Historic Preservation.

(2) Toobtainatax credit allocation, the taxpayer shall provide necessary
information, as determined by the Office of Historic Preservation and the
Cdlifornia Tax Credit Allocation Committee.

(3) A tax credit allocation provided to a taxpayer shall not constitute a
determination by the California Tax Credit Allocation Committee with
respect to any of the requirements of this section regarding a taxpayer’'s
eligibility for the credit authorized by this section.

(4) The Office of Historic Preservation shall establish in regulations the
time period that a taxpayer who receives a tax credit alocation must
commence rehabilitation after the issuance of the tax credit alocation. If
rehabilitation is not commenced within the time period established by the
office, the tax credit alocation shall be forfeited and the credit amount
associated with the tax credit allocation shall be treated as an unused
allocation tax credit amount.

(d) A deduction shall not be alowed under this part for any expense for
which a credit for that expense is alowed by this section.

(e) If acreditisallowed under this section with respect to any property,
the basis of that property shall be reduced by the amount of the credit
allowed.

(f) (1) A credit allowed under this section shall be claimed in the first
taxable year in which the structure is placed in service.

(2) Inthe case where the credit allowed by this section exceeds the “ net
tax,” the excess may be carried over to reduce the “net tax” in the following
year, and the seven succeeding years, if necessary, until the credit is
exhausted.

(g) For purposes of this section, the Office of Historic Preservation shall
do all of the following:

(1) Adopt regulationsto implement the requirements of this section. The
regulations shall comply with the requirements of the rulemaking provisions
of theAdministrative ProcedureAct (Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code).

(2) Establish a written application, on a form jointly prescribed by the
officeand the California Tax Credit Allocation Committee, for the allocation
of thetax credit. Thewritten application shall require the applicant toinclude
asummary of the expected economic benefits of the project. The economic
benefits shall include, but are not limited to, all of the following:

(A) Thenumber of jobs created by the rehabilitation project, both during
and after the rehabilitation of the structure.

(B) The expected increase in state and local tax revenues derived from
the rehabilitation project, including those from increased wages and property
taxes.
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(C) Any additional incentives or contributions included in the
rehabilitation project from federal, state, or local governments.

(D) For thequalified rehabilitation expenditureswith respect to aqualified
residence, the rehabilitation has a public benefit, as determined jointly with
the Office of Historic Preservation.

(3) Establish aprocessto determinethat applicants meet the requirements
of thissection and to ensure that the rehabilitation project meetsthe Secretary
of the Interior’'s Standards for Rehabilitation, as found in Part 67 of Title
36 of the Code of Federal Regulations.

(4) Establish a process to approve, or regject, al tax credit allocation
applications.

(h) For purposes of this section, the California Tax Credit Allocation
Committee shall do al of the following:

(1) Establish a process jointly with the Office of Historic Preservation
to implement the provisions of this section.

(2) (A) Subject totheannual cap established as provided in subdivision
(i), alocate on afirst-come-first-served basis an aggregate amount of credits
under this section and Section 23691, and alocate any carryover of
unallocated credits from prior years.

(B) A taxpayer shall be allocated atax credit pursuant to the taxpayer’s
tax credit allocation upon receipt by the California Tax Credit Allocation
Committee of acost certification for the qualified rehabilitation expenditures.
For projects with qualified rehabilitation expenditures in excess of two
hundred fifty thousand dollars ($250,000), the cost certification shall be
issued by alicensed certified public accountant.

(3) Certify tax credits allocated to taxpayers.

(4) Provide the Franchise Tax Board an annual list of the taxpayers that
were alocated acredit pursuant to this section and Section 23691, including
each taxpayer’s taxpayer identification number, and the amount allocated
to each taxpayer.

(5) Establish proceduresfor the recapture of amounts allocated for atax
credit allowed to ataxpayer for the rehabilitation of a qualified residence
if the taxpayer does not use the qualified residence as their principal
residence within two years after the rehabilitation of the residence.

(i) (1) The aggregate amount of credits that may be allocated in any
calendar year pursuant to this section and Section 23691 shall be an amount
equal to the sum of all of the following:

(A) Fifty milliondollars($50,000,000) intax creditsfor the 2021 calendar
year and each calendar year thereafter, through and including the 2027
calendar year.

(B) The unused alocation tax credit amount, if any, for the preceding
calendar year.

(2) Notwithstanding the foregoing, the California Tax Credit Allocation
Committee shall set aside ten million dollars ($10,000,000) of tax credits
that may be allocated each calendar year for taxpayers in the aggregate,
pursuant to this paragraph and paragraph (2) of subdivision (i) of Section
23691, asfollows:
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(A) Two million dollars ($2,000,000) of tax credits, in the aggregate, for
taxpayers with qualified rehabilitation expenditures for a certified historic
structure that is a qualified residence. After providing for the reallocation
pursuant to subparagraph (C), to the extent that this amount is not fully
alocated in any calendar year, the unused portion shall become available
in subsequent calendar yearsfor allocation to other taxpayerswith qualified
rehabilitation expendituresfor acertified historic structurethat isaqualified
residence.

(B) Eight million dollars ($8,000,000) of tax credits, in the aggregate,
for taxpayers with qualified rehabilitation expenditures of less than one
million dollars ($1,000,000) for any other certified historic building that is
not a qualified residence. After providing for the reallocation pursuant to
subparagraph (C), to the extent that thisamount isnot fully allocated in any
calendar year, the unused portion shall become available in subsequent
calendar years for alocation to other taxpayers, except those taxpayers
subject to subparagraph (A).

(C) Beginning July 1, 2025, any unused allocation set aside in
subparagraphs (A) and (B) for the 2025 calendar year shall be made available
within 90 days to taxpayers with qualified rehabilitation expenditures of
one million dollars ($1,000,000) or more that submitted applicationsin that
same calendar year and did not receive any alocation, are eligibleto receive
an alocation, and would have been the next affordable housing project
application to receive an award.

(i) Inthe case of any application for tax credits by an entity treated as a
partnership for income tax purposes.

(1) Creditsawarded to a partnership shall be alocated to the partners of
that partnership in accordance with the partnership agreement, regardless
of how thefederal historic rehabilitation tax credit with respect to the project
is alocated to the partners, or whether the allocation of the credit under the
terms of the partnership agreement has substantial economic effect, within
the meaning of Section 704(b) of the Internal Revenue Code.

(2) Totheextent theallocation of the credit to a partner under this section
lacks substantial economic effect, any loss or deduction otherwise alowable
under this part that is attributable to the sale or other disposition of that
partner’s partnership interest made prior to the expiration of the tax credit
recapture period for the project described in paragraph (1) shall not be
allowed in the taxable year in which the sale or other disposition occurs,
but shall instead be deferred until, and treated as if, it occurred in the first
taxable year immediately following the taxable year in which the tax credit
recapture period expires for the project described in paragraph (1). The
credits awarded to a partnership shall be alocated to the partners of that
partnership in accordance with the partnership agreement.

(K) For purposes of thissection, the provisions of subsection (a) of Section
50 of the Internal Revenue Code shall apply.

(I) Notwithstanding any other provision of this part, a credit allowed
pursuant to this section may reduce the tax imposed under Section 17041
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or 17048 plusthe tax imposed under Section 17504, relating to the separate
tax on lump-sum distributions, below the tentative minimum tax.

(m) This section shall remain in effect regardless of the expiration or
repeal of Section 47 of the Internal Revenue Code, relating to rehabilitation
credit.

(n) The Cdlifornia Tax Credit Allocation Committee and the Office of
Historic Preservation may charge a reasonable fee in an amount that does
not exceed the reasonable costs incurred by the California Tax Credit
Allocation Committee and the Office of Historic Preservation in fulfilling
the responsihilities described in paragraphs (4) and (5) of subdivision (g)
and subdivision (h) and paragraphs (4) and (5) of subdivision (g) and
subdivision (h) of Section 23691.

(0) (1) Thissection shal remain in effect only until December 1, 2027,
and as of that date is repealed.

(2) Unless otherwise specified in any bill providing for appropriations
related to the Budget Act, for taxable years beginning on or after January
1, 2021, and before January 1, 2027, the amount of credit allowed pursuant
to this section shall be zero dollars ($0).

SEC. 10. Section 17053.98.1 of the Revenue and Taxation Code is
amended to read:

17053.98.1. (a) (1) For taxable years beginning on or after January 1,
2025, there shall be allowed to aqualified taxpayer a credit against the “ net
tax,” as defined in Section 17039, subject to a computation and ranking by
the CadliforniaFilm Commission in subdivision (g) and the allocation amount
categories described in subdivision (i), in an amount equal to 20 or 25
percent, whichever isthe applicable credit percentage described in paragraph
(4), of the qualified expenditures for the production of a qualified motion
picture in California. A credit shall not be alowed under this section for
any qualified expenditures for the production of a motion picture in
Cdliforniaif a credit has been claimed for those same expenditures under
Section 17053.85, 17053.95, or 17053.98.

(2) Except as otherwise provided in this section, the credit shall be
allowed for the taxable year in which the CaliforniaFilm Commission issues
the credit certificate pursuant to subdivision (g) for the qualified motion
picture, but in no instance prior to July 1, 2025, and shall be for the
applicable percentage of all qualified expenditures paid or incurred by the
qualified taxpayer in al taxable years for that qualified motion picture.

(3) (A) The amount of the credit allowed to a qualified taxpayer shall
be limited to the amount specified in the credit certificate issued to the
qualified taxpayer by the California Film Commission pursuant to
subdivision (g).

(B) In determining the amount specified in the credit certificate in
subparagraph (A), the California Film Commission shall be limited to the
following amounts of qualified expenditures for each qualified motion
picture:

(i) In the case of a feature, up to one hundred million dollars
($200,000,000).
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(ii) In the case of aminiseries or limited series described in clause (ii)
of subparagraph (A) of paragraph (19) of subdivision (b), up to one hundred
million dollars ($100,000,000).

(iii) In the case of atelevision series described in clause (iii) or clause
(v) of subparagraph (A) of paragraph (19) of subdivision (b), up to one
hundred million dollars ($100,000,000) per season.

(iv) In the case of an independent film, up to ten million dollars
($20,000,000).

(4) For purposes of paragraphs (1) and (2), the applicable credit
percentage shall be as follows:

(A) Twenty percent of the qualified expenditures attributable to the
production of a qualified motion picture in California, including, but not
limited to, afeature or atelevision seriesthat relocated to Californiathat is
inits second or subsequent years of receiving atax credit allocation pursuant
to this section, or Section 17053.85, 17053.95, or 17053.98.

(B) Twenty-five percent of the qualified expenditures attributable to the
production of a qualified motion picture in California where the qualified
motion picture is atelevision series that relocated to Californiain its first
year of receiving atax credit allocation pursuant to this section.

(C) Twenty-five percent of the qualified expenditures attributable to the
production of a qualified motion picture that is an independent film.

(D) Additiona credits shall be allowed for the production of aqualified
motion picture which applicable credit percentage is determined pursuant
to subparagraph (A), in an aggregate amount not to exceed 5 percent of the
qualified expenditures under that subparagraph, asfollows:

(i) (1) Fivepercent of qualified expenditures, excluding qualified wages
described in subparagraph (E), relating to original photography outside the
LosAngeles zone.

(I For purposes of this clause and subparagraph (E):

(ia) “Applicable period” means the period that commences with
preproduction and endswhen original photography concludes. The applicable
period includes the time necessary to strike a remote location and return to
the Los Angeles zone.

(ib) “LosAngeleszone’ meanstheareawithinacircle 30 milesinradius
from Beverly Boulevard and La CienegaBoulevard, LosAngeles, Caifornia,
and includes Agua Dulce, Castaic, including Castaic Lake, Leo Carrillo
State Beach, Ontario International Airport, Piru, and Pomona, including the
LosAngeles County Fairgrounds. The Metro-Goldwyn-Mayer, Inc. Congjo
Ranch property is within the Los Angeles zone.

(ic) “Original photography” includes principal photography and
reshooting original footage.

(id) “Qualified expendituresrelating to original photography outside the
Los Angeles zone” means amounts paid or incurred during the applicable
period for tangible personal property purchased or leased and used or
consumed outside the LosAngeles zone and relating to original photography
outside the Los Angeles zone and qualified wages paid for services
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performed outside the L osAngeles zone and rel ating to original photography
outside the Los Angeles zone.

(if) Five percent of the qualified expendituresrelating to qualified visual
effects attributable to the production of a qualified motion picture in
Cdlifornia.

(E) (i) Notwithstanding subparagraph (D), an amount equal to 10 percent
of qualified wages paid for services performed relating to original
photography outside of the Los Angeles zone to qualified individuals who
reside in California but outside the Los Angeles zone shall be allowed as
an additional credit for the production of a qualified motion picture which
applicable credit percentage is determined pursuant to subparagraph (A).

(ii) Notwithstanding subparagraph (D), an amount equal to 5 percent of
qualified wages paid for services performed relating to original photography
outside of the Los Angeles zone to qualified individuals who reside in
Cadliforniabut outside the LosAngeles zone shall be allowed as an additional
credit for the production of a qualified motion picture which applicable
credit percentage is determined pursuant to subparagraph (B) or (C).

(b) For purposes of this section:

(1) “Ancillary product” means any article for sale to the public that
contains a portion of, or any element of, the qualified motion picture.

(2) “Budget” means an estimate of all expenses paid or incurred during
the production period of a qualified motion picture. It shall be the same
budget used by the qualified taxpayer and production company for all
qualified motion picture purposes.

(3) “Clip use” meansause of any portion of amotion picture, other than
the qualified motion picture, used in the qualified motion picture.

(4) “Credit certificate” means the certificate issued by the California
Film Commission pursuant to subparagraph (D) of paragraph (3) of
subdivision (g).

(5) “Diversity workplan checklist” means a checklist developed by
regulation by the CaliforniaFilm Commission that may include consideration
of inclusive hiring above the line, inclusive hiring below the line, equity
education, industry capacity building and supplier diversity as part of any
diversity workplan.

(6) (A) “Employee fringe benefits’ means the amount allowable as a
deduction under this part to the qualified taxpayer involved in the production
of the qualified motion picture, exclusive of any amounts contributed by
employees, for any year during the production period with respect to any
of the following:

(i) Employer contributions under any pension, profit sharing, annuity,
or similar plan.

(ii) Employer-provided coverage under any accident or health plan for
employees.

(iii) The employer’s cost of life or disability insurance provided to
employees.

(B) Any amount treated as wages under clause (i) of subparagraph (A)
of paragraph (21) shall not be taken into account under this paragraph.
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(7) “Independent film” means a motion picture with a minimum budget
of one million dollars ($1,000,000) that is produced by a company that is
not publicly traded and publicly traded companies do not own, directly or
indirectly, more than 25 percent of the producing company.

(8) “Jobsratio” means the amount of qualified wages paid to qualified
individuals divided by the amount of tax credit, not including any additional
credit allowed pursuant to subparagraphs (D) and (E) of paragraph (4) of
subdivision (@), as computed by the California Film Commission. For the
purposes of the calculation of the jobs ratio only, 70 percent of qualified
expendituresfor visua effects paid to third-party vendorsfor work performed
in California shall be deemed to be qualified wages paid to a qualified
individual.

(9) “Licensing” means any grant of rights to distribute the qualified
motion picture, in whole or in part.

(10) “New use” means any use of a motion picture in a medium other
than the medium for which it was initially created.

(11) “Pilot for anew television series’ meanstheinitial episode produced
for aproposed television series.

(12) (A) “Postproduction” meansthefinal activitiesin aqualified motion
picture' s production, including editing, foley recording, automatic dialogue
replacement, sound editing, scoring, music track recording by musicians
and music editing, beginning and end credits, negative cutting, negative
processing and duplication, the addition of sound and visual effects, sound
mixing, film-to-tape transfers, encoding, and color correction.

(B) “Postproduction” does not include the manufacture or shipping of
release prints or their equivalent.

(13) “Preproduction” meansthe process of preparation for actual physical
production which begins after aqualified motion picture hasreceived afirm
agreement of financial commitment, or is greenlit, with, for example, the
establishment of a dedicated production office, the hiring of key crew
members, and includes, but is not limited to, activities that include location
scouting and execution of contracts with vendors of equipment and stage
space.

(14) “Principal photography” means the phase of production during
which the motion picture is actually shot, as distinguished from
preproduction and postproduction.

(15) “Production period” meansthe period beginning with preproduction
and ending upon completion of postproduction.

(16) “Qualified entity” means a personal service corporation as defined
in Section 269A(b)(1) of the Interna Revenue Code, a payroll services
corporation, or any entity receiving qualified wages with respect to services
performed by a qualified individual.

(17) *Qualified expenditures’ meansamountspaid or incurred for tangible
personal property purchased or leased, and used, within this state in the
production of aqualified motion picture and payments, including qualified
wages, for services performed within this state in the production of a
qualified motion picture.
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(18) (A) “Quadified individual” means any individual who performs
services during the production period in an activity related to the production
of aqualified motion picture.

(B) “Quadlified individual” shall not include either of the following:

(i) Any individual related to the qualified taxpayer as described in
subparagraph (A), (B), or (C) of Section 51(i)(1) of the Internal Revenue
Code.

(ii) Any 5-percent owner, as defined in Section 416(i)(1)(B) of the Internal
Revenue Code, of the qualified taxpayer.

(19) (A) “Quadified motion picture’” means a motion picture that is
produced for distribution to the general public, regardliess of medium, that
is one of the following:

(i) A feature with a minimum production budget of one million dollars
($1,000,000).

(if) A miniseries or limited series consisting of two or more episodes,
each longer than 40 minutes of running time, exclusive of commercials,
that is produced in California, with a minimum production budget of one
million dollars ($1,000,000) per episode.

(iii) A new television series of episodes longer than 40 minutes each of
running time, exclusive of commercials, that is produced in California, with
a minimum production budget of one million dollars ($1,000,000) per
episode.

(iv) Anindependent film.

(v) A television seriesthat relocated to California.

(vi) A pilot for anew television series that is longer than 40 minutes of
running time, exclusive of commercials, that is produced in California, and
with a minimum production budget of one million dollars ($1,000,000).

(B) To qudify as a “qualified motion picture” al of the following
conditions shall be satisfied:

(i) Atleast 75 percent of the principal photography days occur wholly
in Californiaor 75 percent of the production budget isincurred for payment
for services performed within the state and the purchase or renta of property
used within the state.

(ii) Production of the qualified motion picture is completed within 30
months from the date on which the qualified taxpayer's application is
approved by the California Film Commission. For purposes of this section,
aqualified motion pictureis* completed” when the process of postproduction
has been finished.

(iif) The copyright for the motion picture is registered with the United
States Copyright Office pursuant to Title 17 of the United States Code.

(iv) Principal photography of the qualified motion picture commences
after the date on which the application is approved by the California Film
Commission, but no later than 180 days after the date of that approval if the
qualified motion picture has a budget with qualified expenditures of less
than one hundred million dollars ($100,000,000), and no later than 240 days
after the date of that approval in the case of a qualified motion picture with
abudget of qualified expenditures with at least one hundred million dollars
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($200,000,000), unless death, disability, or disfigurement of the director or
of aprincipal cast member; an act of God, including, but not limited to, fire,
flood, earthquake, storm, hurricane, or other natural disaster; terrorist
activities; or government sanction has directly prevented a production’s
ability to begin principal photography within the prescribed 180- or 240-day
commencement period.

(v) (I) At least 75 percent of production costs for picture editing and
postproduction sound labor and services shall be incurred in California

(I1) This requirement shall only apply to a qualified motion picture
applying for an allocation of credits under this section pursuant to
subparagraph (G) of paragraph (8) of subdivision (k) of Section 17053.98
or Section 23698.

(vi) Providesadiversity workplan checklist.

(C) For the purposes of subparagraph (A), in computing the total wages
paid or incurred for the production of aqualified motion picture, all amounts
paid or incurred by all persons or entities that share in the costs of the
qualified motion picture shall be aggregated.

(D) “Qualified motion picture” shall not include commercial advertising,
music videos, a motion picture produced for private noncommercial use,
such asweddings, graduations, or as part of an educational course and made
by students, a news program, current events or public events program, talk
show, game show, sporting event or activity, awards show, telethon or other
production that solicits funds, reality television program, clip-based
programming if more than 50 percent of the content is comprised of licensed
footage, documentaries, variety programs, daytime dramas, strip shows,
one-half hour (air time) episodic television shows, or any production that
falls within the recordkeeping requirements of Section 2257 of Title 18 of
the United States Code.

(20) (A) “Quadified taxpayer” meansataxpayer who haspaid or incurred
qualified expenditures, participated in the Career Readiness requirement in
Section 17053.95, and has been issued a credit certificate by the California
Film Commission pursuant to subdivision (g).

(B) In the case of any pass-thru entity, the determination of whether a
taxpayer isaqualified taxpayer under this section shall be made at the entity
level and any credit under this sectionis not allowed to the pass-thru entity,
but shall be passed through to the partners or shareholders in accordance
with applicable provisions of Part 10 (commencing with Section 17001) or
Part 11 (commencing with Section 23001). For purposes of this paragraph,
“pass-thru entity” meansany entity taxed asapartnership or “S’ corporation.

(21) “Qualified visua effects’ means visual effects where at least 75
percent or aminimum of ten million dollars ($10,000,000) of the qualified
expenditures for the visual effects are paid or incurred in California.

(22) (A) “Qualified wages’ means all of the following:

(i) Any wages subject to withholding under Division 6 (commencing
with Section 13000) of the Unemployment Insurance Code that were paid
or incurred by any taxpayer involved in the production of aqualified motion
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picture with respect to a qualified individual for services performed on the
qualified motion picture production within this state.

(if) The portion of any employee fringe benefits paid or incurred by any
taxpayer involved in the production of the qualified motion picture that are
properly alocable to qualified wage amounts described in clauses (i), (iii),
and (iv).

(iii) Any payments made to a qualified entity for services performed in
this state by qualified individuals within the meaning of paragraph (17).

(iv) Remuneration paid to an independent contractor who is a qualified
individual for services performed within this state by that qualified
individual.

(B) "Qualified wages’ shall not include any of the following:

(i) Expenses, including wages, related to new use, reuse, clip use,
licensing, secondary markets, or residual compensation, or the creation of
any ancillary product, including, but not limited to, a soundtrack album,
toy, game, trailer, or teaser.

(ii) Expenses, including wages, paid or incurred with respect to
acquisition, development, turnaround, or any rights thereto.

(iii) Expenses, including wages, related to financing, overhead, marketing,
promotion, or distribution of a qualified motion picture.

(iv) 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.

(23) “Recurring television series’ means any television series that was
previously approved and issued acredit alocation letter under this section.

(24) “Residua compensation” means supplemental compensation paid
at the time that a motion picture is exhibited through new use, reuse, clip
use, or in secondary markets, as distinguished from payments made during
production.

(25) “Reuse” means any use of a qualified maotion picture in the same
medium for which it was created, following the initial use in that medium.

(26) “Secondary markets’ means media in which a qualified motion
picture is exhibited following the initial mediain which it is exhibited.

(27) “Television series that relocated to California’ means atelevision
series, without regard to episode length or initial media exhibition, with a
minimum production budget of one million dollars ($1,000,000) per episode,
that filmed at least 75 percent of principal photography days in its most
recent season outside of California or has filmed all seasons outside of
Cdlifornia and for which the taxpayer certifies that the credit provided
pursuant to this section is the primary reason for relocating to California.

(©) (1) Notwithstanding any other law, aqualified taxpayer may sell any
credit allowed under this section that is attributable to an independent film,
as defined in paragraph (7) of subdivision (b), to an unrelated party.

(2) The qualified taxpayer shall report to the Franchise Tax Board prior
to the sale of the credit, in the form and manner specified by the Franchise
Tax Board, al required information regarding the purchase and sale of the
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credit, including the social security or other taxpayer identification number
of the unrelated party to whom the credit has been sold, the face amount of
the credit sold, and the amount of consideration received by the qualified
taxpayer for the sale of the credit.

(3) In the case where the credit allowed under this section exceeds the
“net tax,” the excess credit may be carried over to reduce the “net tax” in
thefollowing taxable year, and succeeding eight taxable years, if necessary,
until the credit has been exhausted.

(4) A credit shall not be sold pursuant to this subdivision to more than
one taxpayer, nor may the credit be resold by the unrelated party to another
taxpayer or other party.

(5) A party that has acquired tax credits under this subdivision shall be
subject to the requirements of this section.

(6) In no event may a qualified taxpayer assign or sell any tax credit to
the extent the tax credit allowed by this section is claimed on any tax return
of the qualified taxpayer.

(7) Intheevent that both the taxpayer originally allocated a credit under
this section by the California Film Commission and a taxpayer to whom
the credit has been sold both claim the same amount of credit on their tax
returns, the Franchise Tax Board may disallow the credit of either taxpayer,
so long as the statute of limitations upon assessment remains open.

(8) Chapter 3.5 (commencing with Section 11340) of Part 1 of Division
3 of Title 2 of the Government Code does not apply to any standard,
criterion, procedure, determination, rule, notice, or guideline established or
issued by the Franchise Tax Board pursuant to this subdivision.

(9) Subdivision (g) of Section 17039 shall not apply to any credit sold
pursuant to this subdivision.

(10) For purposes of this subdivision, the unrelated party or parties that
purchase a credit pursuant to this subdivision shall be treated as a qualified
taxpayer pursuant to paragraph (1) of subdivision (a).

(d) (1) No credit shall be alowed pursuant to this section unless the
qualified taxpayer providesthefollowingto the CaliforniaFilm Commission:

(A) Identification of each qualified individual.

(B) The specific start and end dates of production.

(C) Thetota wages paid.

(D) Thetotal amount of qualified wages paid to qualified individuals.

(E) Aggregate data for individuals whose wages are excluded from
qualified wages by clause (iv) of subparagraph (B) of paragraph (22) of
subdivision (b), including their gender, ethnic, and racial makeup.

(F) The copyright registration number, as reflected on the certificate of
registration issued under the authority of Section 410 of Title 17 of the
United States Code, relating to registration of claim and issuance of
certificate. Theregistration number shall be provided on the return claiming
the credit.

(G) The total amounts paid or incurred to purchase or lease tangible
personal property used in the production of a qualified motion picture.

(H) Information to substantiate its qualified expenditures.
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() Information required by the Cdifornia Film Commission under
regulations promulgated pursuant to subdivision (g) necessary to verify the
amount of credit claimed.

(J) Data regarding the diversity of the workforce employed by the
applicant on the qualified motion picture, as described in subdivision (g).

(K) Documentation verifying completion of the Career Readiness
reguirement.

(L) Documentation verifying that the qualified taxpayer paid the Career
Pathways Program fee.

(2) (A) Based on the information provided in paragraph (1), the
Cdifornia Film Commission shall recompute the jobs ratio previously
computed in subdivision (g) and compare this recomputed jobs ratio to the
jobs ratio that the qualified taxpayer previoudly listed on the application
submitted pursuant to subdivision (g).

(B) (i) If the CaliforniaFilm Commission determinesthat the jobsratio
has been reduced by more than 10 percent for a qualified motion picture,
the California Film Commission shall reduce the amount of credit allowed
by an equal percentage, unlessthe qualified taxpayer demonstrates, and the
California Film Commission determines, that reasonable cause exists for
the jobs ratio reduction.

(i) If the CaliforniaFilm Commission determinesthat thejobsratio has
been reduced by more than 20 percent for a qualified motion picture, the
Cdifornia Film Commission shall not accept an application described in
subdivision (g) from that qualified taxpayer or any member of the qualified
taxpayer’s controlled group for a period of not less than one year from the
date of that determination, unless the qualified taxpayer demonstrates, and
the California Film Commission determines, that reasonable cause exists
for the jobs ratio reduction.

(C) For the purposes of this paragraph, “reasonable cause’” means
unforeseen circumstances beyond the control of the qualified taxpayer, such
as, but not limited to, the cancellation of a television series prior to the
completion of the scheduled number of episodes or other similar
circumstances as determined by the California Film Commission in
regulations to be adopted pursuant to subdivision (€).

() (1) (A) Subject to the Administrative Procedure Act (Chapter 3.5
(commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code), the California Film Commission shall prescribe rules
and regulations to carry out the purposes of this section, including, but not
limited to, the following:

(i) Subparagraph (D) of paragraph (4) of subdivision (a) and clause (iv)
of subparagraph (D) of paragraph (2) of subdivision (g).

(if) Any rulesand regulations necessary to establish procedures, processes,
requirements, and applications.

(iii) (1) Continuing a Career Pathways Program established pursuant to
subdivision (€) of Sections 17053.98 and 23698 to fund technical skills
training for individuals from underserved communities for entry into film
and television jobs. The program shall be funded by afee equal to 0.5 percent
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of the approved credit amount for a qualified motion picture. The program
shall work with nonprofit organizations that have an established record of
training and job placement in the entertainment industry, focus on training
individuals from traditionally underserved communities, and offer training
courses focused on skilled, technical positions that would be €ligible for
qualified wages if performed on a qualified motion picture as well as
administrative- and industry-related technical occupations or soft skills
training for the motion picture industry.

(I1) Notwithstanding subclause (1), independent films are required to pay
afee equal to 0.25 percent of the approved credit amount for a qualified
motion picture.

(iv) (1) Beginningin January 1, 2028, the California Film Commission,
in collaboration with labor and industry stakeholders, has the authority to
increase the Career Pathways Training program fee by 0.25 percent per
year, up to 1 percent 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 annual reports of the Career Pathways Training
program required pursuant to paragraph (10) of subdivision (g). The
evaluation shall beincluded in the annual report to the Legislature.

(1) Independent films are not subject to an increase to the fee pursuant
to subclause (1).

(B) Notwithstanding any other law, prior to preparing anotice of proposed
action pursuant to Section 11346.4 of the Government Code and prior to
making any revision to the proposed regulation other than a change that is
nonsubstantial or solely grammatical in nature, the Governor’s Office of
Business and Economic Development shall first approve the proposed
regulation or proposed change to aproposed regulation regarding allocating
the credit pursuant to subdivision (i), computing the jobs ratio as described
in subdivisions (d) and (g), and defining “reasonable cause” pursuant to
subparagraph (C) of paragraph (2) of subdivision (d).

(2) The CdiforniaFilm Commission shall not be required to prepare an
economic impact analysis pursuant to the Administrative Procedure Act
(Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of
Title 2 of the Government Code) with regard to any rules and regulations
adopted pursuant to this subdivision.

(f) If the qualified taxpayer fails to provide the copyright registration
number as required in subparagraph (E) of paragraph (1) of subdivision (d),
the credit shall be disallowed and assessed and collected under Section
19051 until the procedures are satisfied.

(g) For purposes of this section, the California Film Commission shall
do all of the following:

(1) Subject to the requirements of subparagraphs (A) to (E), inclusive,
of paragraph (2), on or after July 1, 2025, and before July 1, 2030, in two
or more allocation periods per fiscal year, alocate tax credits to applicants.

(2) (A) Establish a procedure for applicants to file with the California
Film Commission awritten application, on aform jointly prescribed by the
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CaliforniaFilm Commission and the Franchise Tax Board for the allocation
of the tax credit. The application shall include, but not be limited to, all of
the following information:

(i) The budget for the motion picture production.

(ii) The number of production days.

(iii) A financing plan for the production.

(iv) Thediversity of the workforce employed by the applicant, including,
but not limited to, the ethnic and racial makeup of the individuals employed
by the applicant during the production of the qualified motion picture, to
the extent possible.

(v) The amount of qualified wages the applicant expects to pay to
qualified individuals.

(vi) Theamount of tax credit the applicant computesthe qualified motion
picture will receive, applying the applicable credit percentages described
in paragraph (4) of subdivision (a).

(vii) A statement establishing that the tax credit described in this section
isasignificant factor in the applicant’s choice of location for the qualified
motion picture. The statement shall include information about whether the
qualified motion picture is at risk of not being filmed or specify the
jurisdiction or jurisdictions in which the qualified motion picture will be
located in the absence of the tax credit. The statement shall be signed by an
officer or executive of the applicant.

(viii) The applicant’'s written policy against unlawful harassment,
including, but not limited to, sexual harassment, which includes procedures
for reporting and investigating harassment claims, a phone number for an
individual who will be responsible for receiving harassment claims, and a
statement that the company will not retaliate against an individua who
reports harassment. The applicant shall also indicate how the policy will be
distributed to employees and include a summary of education training
resources, including the prohibition against, and prevention and correction
of, sexual harassment and remedies available.

(ix) If applicable, summary of the applicant’s voluntary programs to
increase the representation of minorities and women inthejob classifications
that are not included in qualified wages as set forth in clause (iv) of
subparagraph (B) of paragraph (22) of subdivision (b) and information about
how these programs are publicized to interested parties. The officer or
executive referenced in clause (xi) who is signing the statement shall provide
additional information about these programs, if needed and upon request,
to the California Film Commission.

(X) Any other information deemed relevant by the California Film
Commission or the Franchise Tax Board.

(B) Establish criteria, consistent with the requirements of this section,
for allocating tax credits.

(C) Determine and designate applicants who meet the requirements of
this section.
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(D) For purposesof alocating the credit amounts subject to the categories
described in subdivision (i) in any fiscal year, the Caifornia Film
Commission shall do all of the following:

(i) For each dlocation date and for each category, list each applicant
from highest to lowest according to the jobs ratio as computed by the
California Film Commission.

(ii) Subject to the applicable credit percentage, allocate the credit to each
applicant according to the highest jobs ratio, working down the list, until
the credit amount is exhausted.

(iii) (1) Pursuant to regulations adopted pursuant to subdivision (€), the
CdiforniaFilm Commission may increasethejobsratio by up to 25 percent
if a qualified motion picture increases economic activity in California
according to criteria developed by the California Film Commission that
would include, but not be limited to, those factors as, the amount of the
production and postproduction spending in California, the utilization of
scoring musicians in California, and other criteria measuring economic
impact in California as determined by the California Film Commission.

(I For qualified motion pictures that are described in clause (i) of
subparagraph (G) of paragraph (8) of subdivision (k) of Section 17053.98
and Section 23698, the jobs ratio shall be equal to the product of the jobs
ratio calculated in paragraph (8) of subdivision (b) and 133 percent.

(iv) Notwithstanding any other law, any television series, relocating
television series, or any new television series based on a pilot for a new
television series that has been approved and issued a credit allocation by
the California Film Commission under this section, Section 17053.85,
17053.95, 17053.98, 23685, 23695, or 23698.1 shall be issued a credit for
each subsequent season, for thelife of that television serieswhenever credits
are allocated within a fiscal year. The California Film Commission shall
limit the amount of credits any recurring television series receives in a
subsequent season to no more than the amount reserved in its prior fiscal
year Credit Allocation Letter or Letters, or if no amounts were reserved in
the prior fiscal year, the most immediate prior fiscal year in which a Credit
Allocation Letter or Letters were received. In the event that insufficient tax
credits are available to fund all recurring television series pursuant to this
clause for any fiscal year or in the event the California Film Commission
projects, in collaboration with the Department of Finance, that there will
be insufficient tax credits available to fund al recurring television seriesin
either of the subsequent two fiscal years, the California Film Commission
shall make the following adjustments in the order given until the shortfall,
or any projected shortfall for the two subsequent fiscal years, for recurring
television seriesis eliminated:

(1) Notwithstanding clause (iii) of subparagraph (A) of paragraph (2) of
subdivision (i), the Cdifornia Film Commission may redirect up to 100
percent of the credit amounts alocated to the relocating television series
category to recurring television series for that fiscal year until the shortfall
or projected shortfall is eliminated.
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(1) Notwithstanding clause (iv) of subparagraph (A) of paragraph (2) of
subdivision (i), the Cdifornia Film Commission may redirect up to 100
percent of the credit amounts allocated to anew television seriesto recurring
television series for that fiscal year until the shortfall or projected shortfall
is eliminated.

(1) Notwithstanding clause (ii) of subparagraph (A) of paragraph (2)
of subdivision (i), the California Film Commission may redirect up to 100
percent of the credit allocations from the features category to the recurring
television series category for that fiscal year until the shortfall iseliminated.

(IV) Allocate up to 25 percent of total credit allocations that would
otherwise be allocated in the 2029-30 fiscal year to recurring television
seriesinthe current fiscal year until the shortfall iseliminated. Any amounts
transferred for allocation in the current fiscal year shall be subtracted from
the amount allowed to be allocated in the 202930 fiscal year as specified
insubdivision (i). Notwithstanding paragraph (3), the credit allocations that
are subtracted from the 202930 fiscal year shall not be certified until July
1, 2030 or later.

(V) The Cdlifornia Film Commission shall consult with the qualified
taxpayers who are producing the recurring television series for purposes of
negotiating aminimally impactful reduction in the amount of credits awarded
to each recurring television series for that fiscal year until the shortfall is
eliminated.

(E) Subject totheannual cap and the allocation credit amounts based on
categories described in subdivision (i), alocate an aggregate amount of
credits under this section and Section 23698.1, and allocate any carryover
of unallocated or unused credits from prior years and Sections 17053.85,
17053.95, 17053.98, 23685, 23695, and 23698 and the amount of any credits
reduced pursuant to paragraph (2) of subdivision (d).

(3) Certify tax credits allocated to qualified taxpayers and do al of the
following:

(A) Establish averification procedure to do both of the following:

(i) Update the information in subparagraph (A) of paragraph (2) of
subdivision (g), including, but not limited to, the amounts of qualified
expenditures paid or incurred by the applicant.

(ii) Ensure that the final safety evaluation report required pursuant to
Section 9152 of the Labor Code has been submitted.

(B) Establish audit requirements that shall be satisfied before a credit
certificate may beissued by the California Film Commission.

(C) Issue acredit certificate to a qualified taxpayer upon completion of
the qualified motion picture reflecting the credit amount allocated after
qualified expenditures have been verified and the jobs ratio computed under
this section. The amount of credit shown on the credit certificate shall not
exceed the amount of credit allocated to that qualified taxpayer pursuant to
this section.

(D) (i) Notwithstanding any other law, the CaliforniaFilm Commission
shall certify a credit amount equal to 96 percent of the total credit allocated
to the qualified taxpayer, unless the qualified taxpayer chooses to submit a
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diversity workplan and the California Film Commission determinesthat the
qualified taxpayer has met or made a good-faith effort to meet the diversity
goasinits diversity workplan, pursuant to clause (ii).

(ii) The Cadlifornia Film Commission shall certify an additional credit
amount equal to 4 percent of the total credit alocated to the qualified
taxpayer if aqualified taxpayer submitsto the CaliforniaFilm Commission,
in the form and manner required by the commission, al of the following:

(I) A diversity workplan within 30 days after receiving acredit allocation
letter. The workplan shall be consistent with the diversity workplan checklist
to address diversity and be broadly reflective of California’s population in
terms of race, ethnicity, gender, and disability status, and shall include all
of the following:

(ia) A statement of the diversity goals the motion picture will seek to
achieve in terms of qualified wages.

(ib) A statement of the diversity goals the motion picture will seek to
achieve for individuals whose wages are excluded from qualified wages.

(ic) A plan of what strategies the mation picture will employ to achieve
the goalsin this subclause and subclause (11).

(id) Other regquirements as the California Film Commission shall
determine by regulation.

(I An interim assessment on the qualified taxpayer’s efforts to meet
the diversity workplan prior to the commencement of principal photography.
Upon review pursuant to aprocedure prescribed in regulations, the California
Film Commission shall determine whether the interim assessment indicates
that the qualified motion picture is making a good-faith effort to meet the
goasof thediversity workplan and shall notify the qualified motion picture
of itsfindings.

(1) A fina diversity assessment that includes information about how
the project met or made a good-faith effort to meet the diversity workplan,
including, but not limited to, aggregate data, voluntarily self-reported by
individuals whose wages are included in qualified wages and individuals
whose wages are excluded from qualified wages, with regard to their race,
ethnicity, gender, and disability status.

(iii) TheCdiforniaFilm Commission, in consultation with the Governor’'s
Office of Business and Economic Development, shall establish guidelines
to evaluate diversity workplans as described in this subparagraph. The
guidelines shall be posted on the California Film Commission’s internet
website.

(iv) TheCaliforniaFilm Commission shall approve or reject the diversity
workplan of an applicant, to the extent allowed by federal and state law.

(v) This subparagraph shall not apply to an independent film with
qualified expenditures of ten million dollars ($10,000,000) or less.

(vi) Thereguirementsof this subparagraph shall not apply to arecurring
television seriesreceiving an alocation of credits under this section pursuant
to clause (ii) of subparagraph (G) of paragraph (8) of subdivision (k) of
Section 17053.98 or Section 23698 and fulfills the diversity workplan and
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report requirements pursuant to subdivision (k) of Section 17053.98 or
Section 23698.

(vii) A qualified motion picture described in subparagraph (D) of
paragraph (8) of subdivision (k) of Section 17053.98 or Section 23698 that
appliesfor an alocation of credits under this section shall be subject to the
requirements of this subparagraph and not those of clause (iv) of
subparagraph (B) of paragraph (2) of subdivision (k) of Sections 17053.98
and 23698 and paragraph (3) of subdivision (k) of Sections 17053.98 and
23698.

(4) Obtain, when possible, the following information from applicants
that do not receive an allocation of credit:

(A) Whether the qualified motion picture that was the subject of the
application was compl eted.

(B) If completed, in which state or foreign jurisdiction was the primary
principal photography completed.

(C) Whether the applicant received any financial incentives from the
state or foreign jurisdiction to make the qualified motion picture in that
location.

(5) Provide the Legidative Analyst’s Office, upon request, any or all
application materials or any other materials received from, or submitted by,
applicants for which a credit allocation decision has been made, including,
but not limited to, applicantsthat did not receive acredit allocation. Materias
provided to the Legidative Analyst’s Office shal be in electronic format
when available and include, but not be limited to, information provided
pursuant to subclauses (1) to (111), inclusive, of clause (ii) of subparagraph
(D) of paragraph (3).

(6) Theinformation provided to the CaliforniaFilm Commission pursuant
to this section shall constitute confidential tax information for purposes of
Article 2 (commencing with Section 19542) of Chapter 7 of Part 10.2.

(7) (A) Notwithstanding any other law, on or after July 1, 2030, the
Cdifornia Film Commission may allocate, pursuant to this section, any
previoudy allocated credits not certified that have not previoudly been added
to credit amounts available for allocation under this section or a successor
section or sections.

(B) For purposes of this section, “previoudly alocated credits not
certified” means either of the following:

(i) Creditsallocated under paragraph (1) for which the qualified taxpayer
to which the credit amounts were originally allocated has notified the
California Film Commission in writing that the qualified taxpayer will not
request certification for the allocated credits.

(ii) The difference between the amount of credits allocated under
paragraph (1) to aqualified taxpayer and the amount of creditsthe California
Film Commission certified, for that qualified taxpayer. For purposes of
calculating the difference, the CaiforniaFilm Commission shall not consider
any credit amounts for which the qualified taxpayer notifies the California
Film Commission under clause (i).
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(8) Notwithstanding any other law, on or after July 1, 2030, the Cdlifornia
Film Commission may allocate, pursuant to this section, any credit amounts
described in subparagraphs (B) and (E) of paragraph (1) of subdivision (i)
that have not previoudly been added to credit amounts availablefor alocation
under this section or a successor section or sections.

(9) The Cdifornia Film Commission shall submit a report to the
Legidature, on an annual basisbeginning June 30, 2027, containing diversity
data provided by the applicants. The report shall contain, in the aggregate
and per project, an assessment of whether the diversity workplan goals
required by this section were met for qualified motion picturesthat submitted
the final assessment to the California Film Commission in the prior fiscal
year. The assessment shall contain an account of diversity workplans
submitted, interim assessments submitted, and final assessments submitted,
aswell as which categories of the diversity workplan checklist established
pursuant paragraph (5) of subdivision (b) were included. In the event that
areport is required pursuant to paragraph (9) of subdivision (g) of Section
17053.98 and Section 23698 in the same year as areport is required under
this paragraph, the reports may be combined to one report.

(10) Beginning January 1, 2025, the California Film Commission shall
collect information to the extent available and based on data provided by
the Career Pathways Training program, about the 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
jobsin the film industry upon completion of the program, what projectsthe
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, racia, gender,
and disability status of such individuals. The California Film Commission
shall report to the Legidature, in compliance with Section 9795 of the
Government Code, and publish onitsinternet website an annual report about
the Career Pathways Training program, with the above information. Such
information shall be reported for participants for five years following a
participant’s completion of the Career Pathways Training program, to the
extent the information is available. This paragraph shall be applicable
consistent with federal and state law.

(h) (1) The Cadlifornia Film Commission shall annually provide the
Legidative Analyst's Office, the Franchise Tax Board, and the California
Department of Tax and FeeAdministration with alist of qualified taxpayers
and the tax credit amounts allocated to each qualified taxpayer by the
CdiforniaFilm Commission. Thelist shall include the names and taxpayer
identification numbers, including taxpayer identification numbers of each
partner or shareholder, as applicable, of the qualified taxpayer.

(2) (A) Notwithstanding paragraph (6) of subdivision (g), the California
Film Commission shall annually post on its internet website and make
available for public release all of the following:
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(i) A table which includes al of the following information: a list of
qualified taxpayers and the tax credit amounts allocated to each qualified
taxpayer by the California Film Commission, the number of production
daysin Californiathe qualified taxpayer represented in its application would
occur, the number of Californiajobsthat the qualified taxpayer represented
in its application would be directly created by the production, and the total
amount of qualified expenditures expected to be spent by the production.

(ii) A narrative staff summary describing the production of the qualified
taxpayer aswell asbackground information regarding the qualified taxpayer
contained in the qualified taxpayer’'s application for the credit.

(iii) Thediversity report submitted annually to the L egislature described
in paragraph (2) of subdivision (g) organized per production and an aggregate
compilation describing the voluntary programs collected pursuant to clause
(xiii) of subparagraph (A) of paragraph (2) of subdivision (g).

(B) Nothinginthissubdivision shall be construed to make theinformation
submitted by an applicant for atax credit under this section apublic record,
including for the purposes of the California Public Records Act (Division
10 (commencing with Section 7920.000) of Title 1 of the Government
Code).

(3) The CdliforniaFilm Commission shall provide each city and county
in Californiawith an instructional guide that includes, but is not limited to,
areview of best practices for facilitating motion picture productionin local
jurisdictions, resources on hosting and encouraging motion picture
production, and the CaliforniaFilm Commission’'sModel Filming Ordinance.
The Cdlifornia Film Commission shall maintain on its internet website a
list of initiatives by locality that encourage motion picture production in
regions across the state. The list shall be distributed to each approved
applicant for the program to highlight local jurisdictionsthat offer incentives
to facilitate film production.

(i) (1) (A) Theaggregate amount of credits that may be allocated for a
fiscal year pursuant to this section and Section 23698.1 is seven hundred
fifty million dollars ($750,000,000), plus any amount described in
subparagraph (B), (C), (D), or (E) in creditsfor the 2025-26 fiscal year and
each fiscal year thereafter, through and including the 2029-30 fiscal year,
except as provided in paragraph (7) of subdivision (g).

(B) (i) Subject to clauses (ii) and (iii), the unused alocation credit
amount, if any, for the preceding fiscal year.

(ii) The amount of unused credit allocation attributable to independent
films shall only be allocated according to clause (i) of subparagraph (A) of
paragraph (2). _ _ '

(iii) The total amount of any unused credit allocation amount that is
remaining shall only be allocated pursuant to clause (iv) of subparagraph
(A) of paragraph (2).

(C) Theamount of previously allocated credits not certified.

(D) The amount of any credits reduced pursuant to paragraph (2) of
subdivision (d).
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(E) That portion of any unused alocation credit amount, if any,
attributable to Section 17053.85, 17053.95, 17053.98, 23685, 23695, or
23698 availablefor that fiscal year in amanner as determined by regulations
promulgated by the California Film Commission.

(2) (A) Notwithstanding the foregoing, and subject to paragraph (4) of
this subdivision and changes in allocations pursuant to clause (v) of
subparagraph (D) of paragraph (2) of subdivision (g), the California Film
Commission shall alocate the credit amounts subject to the following
categories:

(i) Independent films with qualified expenditures of ten million dollars
($20,000,000) or less shall be allocated 4.8 percent of the amount specified
in paragraph (1). Independent films with qualified expenditures in excess
of ten million dollars ($10,000,000) shall be allocated 3.2 percent of the
amount specified in paragraph (1). These amounts shall be in addition to
any unused allocation credit amount, if any, for the preceding fiscal year as
described in subparagraph (B) of paragraph (1).

(ii) Features shall be allocated 35 percent of the amount specified in
paragraph (1). o _

(iii) A relocating television series shall be allocated 17 percent of the
amount specified in paragraph (1).

(iv) A new television series, pilotsfor anew television series, miniseries,
and recurring television series shall be allocated 40 percent of the amount
specified in paragraph (1), plusany unused allocation credit amount, if any,
for the preceding fiscal year as described in subparagraph (B) of paragraph
D).
(B) Within any allocation period for credits to a relocating television
series, any unused amount shall be reallocated to the category described in
clause (iv) of subparagraph (A) and, if any unused amount remains,
reallocated in the next allocation period for creditsto arelocating television
series.

(C) With respect to a relocating television series issued a credit in a
subsequent year pursuant to clause (v) of subparagraph (D) of paragraph
(2) of subdivision (g), that subseguent credit amount shall be allowed from
the allocation amount described in clause (iv) of subparagraph (A).

(3) Any act that reduces the amount that may be allocated pursuant to
paragraph (1) constitutes achangein state taxesfor the purpose of increasing
revenues within the meaning of Section 3 of Article X111 A of the California
Constitution and may be passed by not |ess than two-thirds of all Members
elected to each of the two houses of the Legidlature.

(4) A qualified motion picture, as defined in subdivision (k) of Sections
17053.98 and 23698, shdl not be eligiblefor an alocation under subdivisions
(@) to (j), inclusive, if it receives a credit under subdivision (k) of Section
17053.98 or Section 23698 during that fiscal year.

(j) The Cdlifornia Film Commission shall have the authority to allocate
tax credits in accordance with this section and in accordance with any
regulations prescribed pursuant to subdivision (€) upon adoption.
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(k) (1) 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.

(2) For purposesof thissubdivision, the following definitions shall apply:

(A) “Annua refundableamount” means 20 percent of thetotal refundable
amount.

(B) (i) “Credit amount” means the credit amount specified in the credit
certificate issued to the qualified taxpayer by the California Film
Commission pursuant to subdivision (g).

(ii) In the case of a pass-thru entity, the “credit amount” described in
paragraphs (2) and (3) means the pro rata share or distributive share of the
credit passed through to the partner or sharehol der of the qualified taxpayer.
For purposes of this subclause, the term *pass-thru entity” means any
partnership, “S’ corporation, or limited liability company treated as a
partnership.

(iii) In the case of an assigned credit, the “credit amount” means the
credit amount that was assigned to the taxpayer.

(C) “Refundable period” means the first taxable year that the credit
certificate is issued to the quaified taxpayer by the California Film
Commission pursuant to subdivision (g), and the succeeding four taxable
years.

(D) “Total refundable amount” means 90 percent of the credit amount
that exceeds the “net tax” in the first taxable year of the refundable period.

(3) The refund shall be computed as follows:

(A) (i) Inthefirst taxableyear of the refundable period, the credit amount
shall beallowed against the “ net tax” computed under this part for the taxable
year.
(i) If the credit allowed by this section exceeds the “net tax” in the first
taxable year of the refundable period, the annual refundable amount shall
be refunded to the qualified taxpayer.

(B) (i) Ineachtaxableyear after the first taxable year of the refundable
period, the annual refundable amount shall be allowed as a credit against
the “net tax” computed under this part for the taxable year, and the excess,
if any, shall be refunded to the qualified taxpayer.

(i) If the qualified taxpayer’s tax liability for the taxable year exceeds
the annual refundable amount, only the annual refundable amount shall be
allowed as a credit against the qualified taxpayer’s “net tax.”

(4) (A) In the first taxable year of the refundable period, the total
refundable amount, lessthe annual refundable amount, shall be carried over
to the succeeding taxable year.

(B) Ineachtaxableyear other than first taxable year of refundable period,
the total refundable amount, less the annual refundable amount allowed
against the qualified taxpayer’s “net tax” or refunded in the current and
prior taxableyearsin the refundable period, shall be carried over to the next
succeeding year of the refundable period.
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(C) Notwithstanding paragraph (3) of subdivision (c), if an election is
made pursuant to this subdivision, no amount of credit shall be alowed
after the refundable period.

(5) Any refund pursuant to this subdivision shall be credited against other
amounts due, if any, and the balance, if any, shall be paid from the Tax
Relief and Refund Account and refunded to the qualified taxpayer upon
their election.

(6) An election made pursuant to this subdivision shall be irrevocable
and shall be made on an original, timely filed return required under Part
10.2 (commencing with Section 18401) for the taxable year that the credit
certificate isissued in the form and manner as prescribed by the Franchise
Tax Board.

(7) A taxpayer that purchases a credit pursuant to subdivision (c) cannot
elect to be paid arefund pursuant to this subdivision.

(I) For the purposes of complying with Section 41 with respect to this
section and Section 23698.1 the Legidature finds and declares all of the
following:

(1) The specific goals, purposes, and objectives that the credits allowed
by this section and Section 23698.1 will achieveincludeal of thefollowing:

(A) To maintain and expand motion picture and television productions,
and the quality of the jobs they provide, in California.

(B) To keep Cdlifornia’s Film Tax Credit competitive with production
incentives offered by other states and other countries.

(C) To increase the competitiveness of the tax credits allowed by this
section and Section 23698.1 relative to previous California motion picture
tax credit programs authorized by Sections 17053.85, 17053.95, 17053.98,
23685, 23695, and 23698 by allowing the tax credit to be refundable.

(2) The performanceindicatorsfor the Legislatureto usein determining
if the credits accomplish the specific goals, purposes, and objectives may
include, but are not limited to, al of the following:

(A) The number and types of productions that apply for the tax credits
alowed by this Section and Section 23698.1.

(B) Thetotal amount of credit allocations applied for under this section
and Section 23698.1.

(C) Thetota amount of credits allocated under this section and Section
23698.1.

(D) The total amount of credits certified as eligible to be claimed on a
tax return under this section and Section 23698.1.

(E) Thenumber of jobsincluded in the budgets of productionsreceiving
the tax credits allocated by this section and Section 23698.1.

(F) The number of productions relocating from another state or country
to Californiaand receive thetax credits allocated by this section and Section
23698.1.

(G) A comparison of the performance indicators specified in paragraphs
(2) to (6), inclusive, with results from California motion picture tax credit
programs authorized by Sections 17053.85, 17053.95, 17053.98, 23685,
23695, and 23698.
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(H) The total amount of credits allocated by this section and Section
23698.1 that are claimed as arefund on atax return.

(3) On or before May 1, 2028, the Legidative 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 and Section
23698.1 in achieving the metrics outlined in subdivision (&), including an
assessment of the refundability of the tax credit in achieving those metrics.
In researching the reports, the Legidative Analyst’'s Office may do all of
the following:

(A) Request and receive all information of California Film Commission
applicants for which a credit allocation decision has been made, including,
but not limited to, applicantsthat did not receive acredit alocation, provided
to the CaliforniaFilm Commission pursuant to subdivision (g) of thissection
and Sections 17053.95, 17053.98, 23695, 23698, and 23698.1.

(B) Request and receive all information provided to the Franchise Tax
Board relating to the sale or assignment of credits pursuant to subdivision
(c) of this section and Sections 17053.95, 17053.98, 23695, 23698, and
23698.1.

(C) Request and receive al information provided to the California
Department of Tax and Fee Administration pursuant to subdivisions(c) and
(g) of Section 6902.5.

(4) Notwithstanding Section 19542, the California Film Commission,
the California Department of Tax and Fee Administration, the Franchise
Tax Board, the Employment Devel opment Department, and all other rel evant
state agencies shall provide additional information, as requested by the
Legislative Analyst’'s Office, as necessary to research the report required
by this subdivision.

(5) (A) The information received by the Legislative Analyst’s Office
pursuant to this section shall be considered confidential taxpayer information
subject to Sections 7056, 7056.5, and 19542 of this code and Section 1094
of the Unemployment Insurance Code, and shall be subject to the appropriate
confidentiality requirements of the participating state agency.

(B) ThelLegidativeAnayst's Officemay publish statisticsin conjunction
with the reports required by this section that are derived from information
provided to the Legidlative Analyst’s Office pursuant to this section, if the
published statistics are classified to prevent the identification of particular
taxpayers, reports, and tax returns and the publication of the percentage of
dividends paid by a corporation that is deductible by the recipient under
Part 11 (commencing with Section 23001) of Division 2.

SEC. 11. Section 17055 of the Revenue and Taxation Code is amended
to read:

17055. (a) Anindividual who is a nonresident or a part-year resident
shall be allowed all credits provided under this part against the “net tax,”
as defined by Section 17039, except those described in subdivision (b) and
in Section 17053.5, relating to the renter’s credit, and Section 18002, relating
to taxes paid to another state, in the same proportion astheratio that “taxable
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income of a nonresident or part-year resident” computed under paragraph
(1) of subdivision (i) of Section 17041 bears to “total taxable income,” as
defined in Section 17301.5.

(b) Creditsalowed under thispart that are conditional upon atransaction
occurring wholly within California and the credit allowed under Section
17052.10 or 17052.11 shall be allowed in their entirety.

SEC. 12. Section 17132.9 is added to the Revenue and Taxation Code,
to read:

17132.9. (a) For taxable years beginning on or after January 1, 2025,
and before January 1, 2030, gross income shall not include retirement pay
received by aqualified taxpayer during the taxable year, not to exceed twenty
thousand dollars ($20,000), from the federal government for servicein the
uniformed services.

(b) For purposes of this section, the following definitions apply:

(1) “Qualified taxpayer” means a taxpayer that satisfies either of the
following:

(A) In the case of a surviving spouse or spouses filing a joint return,
adjusted grossincome, as required to be shown on the federal tax return for
the same taxabl e year, does not exceed two hundred fifty thousand dollars
($250,000).

(B) Inthecaseof any other individual, adjusted grossincome, asrequired
to be shown on the federal tax return for the same taxable year, does not
exceed one hundred twenty-five thousand dollars ($125,000).

(2) “Uniformed services” meansthe Armed Forces of the United States,
the Army National Guard and the Air National Guard when engaged in
active duty for training, inactive duty training, or full-time National Guard
duty, the commissioned corps of the United States Public Health Service,
and the Nationa Oceanic and Atmospheric Administration Commissioned
Officer Corps.

(c) Thissection shall remain in effect only until December 1, 2030, and
as of that dateis repealed.

SEC. 13. Section 17132.10 is added to the Revenue and Taxation Code,
to read:

17132.10. (a) For taxable years beginning on or after January 1, 2025,
and before January 1, 2030, grossincome shall not include annuity payments
received by aqualified taxpayer during the taxable year, not to exceed twenty
thousand dollars ($20,000), pursuant to a United States Department of
Defense Survivor Benefit Plan.

(b) For purposes of this section, the following definitions apply:

(1) “Quadlified taxpayer” means the surviving spouse or other named
beneficiary of a plan who satisfies either of the following:

(A) In the case of a surviving spouse or spouses filing a joint return,
adjusted grossincome, as required to be shown on the federal tax return for
the same taxabl e year, does not exceed two hundred fifty thousand dollars
($250,000).
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(B) Inthecaseof any other individual, adjusted grossincome, asrequired
to be shown on the federal tax return for the same taxable year, does not
exceed one hundred twenty-five thousand dollars ($125,000).

(2) “United States Department of Defense Survivor Benefit Plan” or
“plan” means a survivor benefit plan established pursuant to Sections 1447
to 1455, inclusive, of Title 10 of the United States Code.

(c) Thissection shall remain in effect only until December 1, 2030, and
as of that dateis repealed.

SEC. 14. Section 17138.7 is added to the Revenue and Taxation Code,
to read:

17138.7. (a) For taxable years beginning on or after January 1, 2021,
and before January 1, 2030, gross income shall not include any qualified
amount received by a qualified taxpayer in the taxable year.

(b) For purposes of this section, the following definitions shall apply:

(1) “Qualified amount” means any amount received from a settlement
entity by a qualified taxpayer in connection with awildfirein California.

(2) “Quadlified taxpayer” means any of the following:

(A) Any taxpayer who owns real property located in an area damaged
by awildfire who paid or incurred expenses, and received amounts from a
settlement entity, arising out of or pursuant to the wildfire.

(B) Any taxpayer who resides within an area damaged by awildfirewho
paid or incurred expenses, and received amounts from a settlement entity,
arising out of or pursuant to the wildfire.

(C) Any taxpayer who has a place of business within an area damaged
by awildfire who paid or incurred expenses, and received amounts from a
settlement entity, arising out of or pursuant to the wildfire.

(3) “Settlement entity” means the entity, approved by a class action
settlement administrator, making the settlement payment to a qualified
taxpayer.

(c) The settlement entity shall provide, upon regquest by the Franchise
Tax Board or qualified taxpayer, documentation of the settlement payments
intheform and manner requested by the Franchise Tax Board or the qualified
taxpayer.

(d) The qualified taxpayer shall provide, upon request, al necessary
information in the form and manner prescribed by the Franchise Tax Board.

(e) Thissection shall remain in effect only until December 1, 2030, and
as of that dateis repealed.

SEC. 15. Section 17157.5 is added to the Revenue and Taxation Code,
to read:

17157.5. (a) For taxable years beginning on or after January 1, 2024,
and before January 1, 2029, gross income does not include any Chiquita
Canyon elevated temperature landfill event payment amount received by a
taxpayer.

(b) For purposes of this section:

(1) “Chiquita Canyon elevated temperature landfill event” means the
elevated temperature landfill event, beginning on May 1, 2022, that occurred
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beneath the Chiquita Canyon Landfill in the County of Los Angeles,
Cdifornia.

(2) “ChiquitaCanyon elevated temperature landfill event payment” means
any amount received by a taxpayer on or after March 1, 2024, as
compensation for loss, damages, expenses, relocation, suffering, lossinrea
property value, closing costs with respect to real property, including realtor
commissions, or inconvenience, including accessto real property, resulting
from the Chiquita Canyon elevated temperature landfill event, if the amount
was provided by either of the following:

(A) A federad, state, or local governmental agency.

(B) Waste Connections, Inc., any subsidiary, insurer, or agent of Waste
Connections, Inc., or any person related to Waste Connections, Inc.

(c) The payor shall provide, upon request by the Franchise Tax Board,
documentation of the Chiquita Canyon elevated temperature landfill event
payment amount in the form and manner requested by the Franchise Tax
Board.

(d) Thissection shall remain operative only until December 1, 2029, and
isrepealed as of that date.

SEC. 16. Section 19282 of the Revenue and Taxation Code is amended
to read:

19282. (@) Except as otherwise provided in subdivision (€), amounts
collected under thisarticle shall betransmitted to the Treasurer and deposited
in the State Treasury to the credit of the Court Collection Account in the
Genera Fund, which is hereby created. Amounts deposited in the Court
Collection Account shall, less an amount that is equal to the costs incurred
by the Franchise Tax Board in administering the program authorized by this
article, be transferred by the Controller either to the county or to the state
fund to which the amount due was originally owing or as otherwise directed
by contractual agreement. If the amount collected is not sufficient to satisfy
the amounts referred for collection pursuant to Section 19280 that areto be
paid by an offender, then the amount paid shall be allocated for distribution
on apro ratabasis, as defined in subdivision (d), except in counties where
the board of supervisors has established a priority of payment for amounts
collected under this article pursuant to Section 1203.1d of the Penal Code.
The amount that is equa to the costs incurred by the Franchise Tax Board
in administering the program authorized by this article shall be transferred
by the Controller to the General Fund for the purpose of recovering the
amount expended by the Franchise Tax Board from General Fund
appropriations for the purpose of implementing and administering the
program authorized by thisarticle, and rel ated statutes as added or amended
by the act adding this article.

(b) Itistheintent of the Legisaturethat coststo the Franchise Tax Board
to administer this article for the 2025-26 fiscal year and each fiscal year
thereafter not exceed 20 percent of the amount it collects pursuant to this
article.

(c) Notwithstanding Section 13340 of the Government Code, all moneys
depositedin the Court Collection Account pursuant to this section are hereby
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continuously appropriated, without regard to fiscal years, for purposes of
making distributions pursuant to subdivision (a).

(d) For purposes of this section, “pro rata basis’ means a distribution
determined as follows: the sum of the amounts referred for collection
pursuant to Section 19280 to be paid by an offender shall be allocated and
distributed in the same proportion that each of the elements has to the sum.

(e) For amounts collected pursuant to a restitution fine or restitution
order, subdivision (a) is modified to require the deposit and disbursement
of funds collected under this articleto bein accordance with the lawsrelating
to reimbursement of the State Restitution Fund.

SEC. 17. Part 10.4.1 (commencing with Section 19910) is added to
Division 2 of the Revenue and Taxation Code, to read:

PART 10.4.1. SMALL BUSINESSRELIEFACT

19910. (a) (1) For taxableyearsbeginning on or after January 1, 2026,
and before January 1, 2031, a qualified entity doing business in this state,
asdefined in Section 23101, and that isrequired to file areturn under Section
18633, 18633.5, or subdivision (a) of Section 18601, may elect to annually
pay an elective tax according to or measured by its qualified net income,
defined in paragraph (2), computed at the rate of 9.3 percent for the taxable
year for which the election is made.

(2) For purposesof thissection, the* qualified net income” of aqualified
entity means the sum of the pro rata share or distributive share of income,
and any guaranteed payments, as described by Section 707(c) of the Internal
Revenue Code, relating to guaranteed payments, subject to tax under Part
10 (commencing with Section 17001) for the taxable year of each qualified
taxpayer, as defined in Section 17052.11.

(b) (1) The elective tax authorized by this part shall be in addition to,
and not in place of, any other tax or fee required to be paid under Part 10
(commencing with Section 17001) or Part 11 (commencing with Section
23001).

(2) Theelectivetax described inthis part shall be assessed and collected
under Part 10.2 (commencing with Section 18401).

(3) Unlessthe context otherwise requires, the definitions set forth in this
part and those in Part 10 (commencing with Section 17001), Part 10.2
(commencing with Section 18401), or Part 11 (commencing with Section
23001) shall apply.

(c) (1) The qualified entity may include in its qualified net income the
pro rata share or distributive share of the income of any of its partners,
shareholders, or members upon their consent. A partner, shareholder, or
member that does not consent does not prevent the qualified entity from
making an election to pay the elective tax.

(2) All partners, shareholders, and members of the qualified entity shall
be bound by the el ection made under this part for the taxable year.
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(d) The election shall be irrevocable and shall be made on an original,
timely filed return required under Part 10.2 (commencing with Section
18401) for the taxable year of the election in the form and manner as
prescribed by the Franchise Tax Board.

19912. (a) For purposes of this part, “qualified entity” means an entity
that meets both of the following requirements for the taxable year:

(1) Theentity istaxed as apartnership or “S" corporation.

(2) The entity’s partners, shareholders, or members in that taxable year
are exclusively corporations, as defined in Section 23038, or taxpayers as
defined in Section 17004.

(b) “Qualified entity” shall not include any of the following:

(1) Publicly traded partnerships, as definedin Section 7704 of the Internal
Revenue Code, as it read on January 1, 2021, as modified by Section
17008.5.

(2) Anentity that is permitted or required to be in a combined reporting
group, as defined in paragraph (3) of subdivision (b) of Section 25106.5 of
Title 18 of the California Code of Regulations.

19914. (@) The elective tax authorized by this part shall be due and
payable as follows:

(1) On or before June 15 during the taxable year of the election, an
amount equal to, or greater than, either 50 percent of the elective tax paid
the prior taxable year or one thousand dollars ($1,000), whichever isgreater.

(2) On or before the due date of the original return that the qualified
entity is required to file pursuant to Part 10.2 (commencing with Section
18401) without regard to any extension of time for filing the return for the
taxable year of the election made pursuant to Section 19910, an amount
equal to the amount of the elective tax under subdivision (a) of Section
19910, less the payment made on or before June 15 of the taxable year
pursuant to paragraph (1).

(b) Notwithstanding subdivision (&), if no payment is made as required
by paragraph (1) or (2) of subdivision (a), or if a payment is made that is
less than the amount required by paragraph (1) or (2) of subdivision (a), a
qualified entity may make the el ection under Section 19910 for that taxable
year.
(c) All payments made pursuant to this section shall be madeintheform
and manner as prescribed by the Franchise Tax Board.

(d) This part shall not change any filing requirements under Part 10
(commencing with Section 17001), Part 10.2 (commencing with Section
18401), or Part 11 (commencing with Section 23001).

(e) (1) TheFranchise Tax Board may adopt regulationsthat are necessary
or appropriate to implement this part.

(2) The Administrative Procedure Act (Chapter 3.5 (commencing with
Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code)
shall not apply to any regulation, rule, guideline, or procedure prescribed
by the Franchise Tax Board pursuant to this part.
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19916. (@) This part shall only become operative if the operation of
Section 164(b)(6) of the Internal Revenue Code, relating to the limitation
on individual deductions for taxable years 2018 through 2025, is extended.

(b) Except as provided in subdivision (c), this part shall remain in effect
only until December 1, 2031, and as of that date is repeal ed.

(c) If before December 1, 2031, Section 164(b)(6) of the Internal Revenue
Code, is repealed, this part would become inoperative for taxable years
beginning on or after the January 1 after Section 164(b)(6) of the Internal
Revenue Code is repealed, and this part shall be repealed as of December
1 of that year.

SEC. 18. Section 23691 of the Revenue and Taxation Code is amended
to read:

23691. For each taxableyear beginning on or after January 1, 2021, and
before January 1, 2027, there shall be alowed to a taxpayer that receives a
tax credit allocation a credit against the “tax,” as defined in Section 23036,
in an amount determined in accordance with Section 47 of the Internal
Revenue Code, except as follows:

(@ (1) Inlieu of the percentage specified in Section 47(a) of the Internal
Revenue Code, except as provided in paragraph (2), the applicable
percentage shall be 20 percent of the qualified rehabilitation expenditures
with respect to a certified historic structure.

(2) The applicable percentage shall be 25 percent of the qualified
rehabilitation expenditures with respect to a certified historic structure if
that certified historic structure meets one of the following criteria:

(A) The structure is located on federal surplus property, if obtained by
alocal agency under Section 54142 of the Government Code, on surplus
statereal property, as defined by Section 11011.1 of the Government Code,
or on surplus land, as defined by subdivision (b) of Section 54221 of the
Government Code.

(B) The rehabilitated structure includes affordable housing for
lower-income households, as defined by Section 50079.5 of the Health and
Safety Code.

(C) The structure is located in a designated census tract, as defined in
paragraph (7) of subdivision (b) of Section 17053.73.

(D) Therehabilitated structureisapart of amilitary base reuse authority
established pursuant to Title 7.86 (commencing with Section 67800) of the
Government Code.

(E) Thestructureisatransit-oriented development that isahigher density,
mixed-use development within a walking distance of one-half mile of a
transit station.

(b) For purposes of this section, the following definitions shall apply:

(1) “Certified historic structure” has the same meaning as defined in
Section 47(c)(3) of the Interna Revenue Code, that is a structure in this
state and is listed on the California Register of Historical Resources.

(2) “Qualified rehabilitation expenditure” has the same meaning as that
term is defined in Section 47(c)(2) of the Internal Revenue Code, except
that qualified rehabilitation expenditures may include expenditures in
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connection with the rehabilitation of a building without regard to whether
any portion of the building is or is reasonably expected to be tax-exempt
use property.

(c) (1) To be €ligible for the credit alowed by this section, a taxpayer
shall request atax credit alocation from the CaliforniaTax Credit Allocation
Committee, in conjunction with the Office of Historic Preservation.

(2) Toobtainatax credit allocation, the taxpayer shall provide necessary
information, as determined by the Office of Historic Preservation and the
California Tax Credit Allocation Committee.

(3) A tax credit allocation provided to a taxpayer shall not constitute a
determination by the California Tax Credit Allocation Committee with
respect to any of the requirements of this section regarding a taxpayer’'s
eligibility for the credit authorized by this section.

(4) The Office of Historic Preservation shall establish in regulations the
time period that a taxpayer who receives a tax credit allocation must
commence rehabilitation after the issuance of the tax credit alocation. If
rehabilitation is not commenced within the time period established by the
office, the tax credit alocation shall be forfeited and the credit amount
associated with the tax credit allocation shall be treated as an unused
allocation tax credit amount.

(d) A deduction shall not be allowed under this part for any expense for
which acredit for that expense is allowed by this section.

(e) If acreditisallowed under this section with respect to any property,
the basis of that property shall be reduced by the amount of the credit
allowed.

(f) (1) A credit allowed under this section shall be claimed in the first
taxable year in which the structure is placed in service.

(2) Inthecasewherethecredit allowed by this section exceedsthe“tax,”
the excess may be carried over to reduce the “tax” in the following year,
and the seven succeeding years, if necessary, until the credit is exhausted.

(g) For purposes of this section, the Office of Historic Preservation shall
do all of the following:

(1) Adopt regulationsto implement the requirements of this section. The
regulations shall comply with the requirements of the rulemaking provisions
of theAdministrative ProcedureAct (Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code).

(2) Establish a written application, on a form jointly prescribed by the
officeand the California Tax Credit Allocation Committee, for the allocation
of thetax credit. Thewritten application shall require the applicant toinclude
asummary of the expected economic benefits of the project. The economic
benefits shall include, but are not limited to, all of the following:

(A) Thenumber of jobs created by the rehabilitation project, both during
and after the rehabilitation of the structure.

(B) The expected increase in state and local tax revenues derived from
the rehabilitation project, including those from increased wages and property
taxes.
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(C) Any additional incentives or contributions included in the
rehabilitation project from federal, state, or local governments.

(3) Establish aprocessto determinethat applicants meet the requirements
of thissection and to ensure that the rehabilitation project meetsthe Secretary
of the Interior’'s Standards for Rehabilitation, as found in Part 67 of Title
36 of the Code of Federal Regulations.

(4) Establish a process to approve, or reject, al tax credit allocation
applications.

(h) For purposes of this section, the California Tax Credit Allocation
Committee shall do al of the following:

(1) Establish a process jointly with the Office of Historic Preservation
to implement the provisions of this section.

(2) (A) Subject tothe annual cap established as provided in subdivision
(i), allocate on afirst-come-first-served basis an aggregate amount of credits
under this section and Section 17053.91, and alocate any carryover of
unallocated credits from prior years.

(B) A taxpayer shall be alocated atax credit pursuant to the taxpayer’'s
tax credit allocation upon receipt by the California Tax Credit Allocation
Committee of acost certification for the qualified rehabilitation expenditures.
For projects with qualified rehabilitation expenditures in excess of two
hundred fifty thousand dollars ($250,000), the cost certification shall be
issued by alicensed certified public accountant.

(3) Certify tax credits allocated to taxpayers.

(4) Provide the Franchise Tax Board an annual list of the taxpayers that
were alocated a credit pursuant to this section and Section 17053.91
including each taxpayer’s taxpayer identification number, and the amount
allocated to each taxpayer.

(i) (1) The aggregate amount of credits that may be allocated in any
calendar year pursuant to this section and Section 17053.91 shall be an
amount equal to the sum of al of the following:

(A) Fifty million dollars($50,000,000) in tax creditsfor the 2021 calendar
year and each calendar year thereafter, through and including the 2027
calendar year.

(B) The unused alocation tax credit amount, if any, for the preceding
calendar year.

(2) Notwithstanding the foregoing, the California Tax Credit Allocation
Committee shall set aside eight million dollars ($8,000,000) of tax credits
that may be alocated each caendar year for taxpayers in the aggregate,
pursuant to this paragraph and subparagraph (B) of paragraph (2) of
subdivision (i) of Section 17053.91, with qualified rehabilitation expenditures
of less than one million dollars ($1,000,000). After providing for the
reallocation pursuant to subparagraph (C) of paragraph (2) of subdivision
(i) of Section 17053.91, to the extent that this amount is not fully allocated
inany calendar year, the unused portion shall become available in subsequent
calendar years for alocation to other taxpayers, except those taxpayers
subject to subparagraph (A) of paragraph (2) of subdivision (i) of Section
17053.91.
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(i) Inthe case of any application for tax credits by an entity treated as a
partnership for income tax purposes:

(1) Credits awarded to a partnership shall be allocated to the partners of
that partnership in accordance with the partnership agreement, regardless
of how thefederal historic rehabilitation tax credit with respect to the project
is alocated to the partners, or whether the allocation of the credit under the
terms of the partnership agreement has substantial economic effect, within
the meaning of Section 704(b) of the Internal Revenue Code.

(2) Totheextenttheallocation of the credit to apartner under this section
lacks substantial economic effect, any loss or deduction otherwise alowable
under this part that is attributable to the sale or other disposition of that
partner’s partnership interest made prior to the expiration of the tax credit
recapture period for the project described in paragraph (1) shall not be
allowed in the taxable year in which the sale or other disposition occurs,
but shall instead be deferred until, and treated as if, it occurred in the first
taxable year immediately following the taxable year in which the tax credit
recapture period expires for the project described in paragraph (1). The
credits awarded to a partnership shall be allocated to the partners of that
partnership in accordance with the partnership agreement.

(k) For purposes of thissection, the provisions of subsection (a) of Section
50 of the Internal Revenue Code shall apply.

() Notwithstanding any other provision of this part, a credit alowed
pursuant to this section may reduce the “tax” below the tentative minimum
tax, as defined by paragraph (1) of subdivision (a) of Section 23455.

(m) This section shall remain in effect regardless of the expiration or
repeal of Section 47 of the Internal Revenue Code, relating to rehabilitation
credit.

(n) The Cdlifornia Tax Credit Allocation Committee and the Office of
Historic Preservation may charge a reasonable fee in an amount that does
not exceed the reasonable costs incurred by the California Tax Credit
Allocation Committee and the Office of Historic Preservation in fulfilling
the responsibilities described in paragraphs (4) and (5) of subdivision (g)
and subdivision (h) and paragraphs (4) and (5) of subdivision (g) and
subdivision (h) of Section 17053.91.

(0) (1) Thissection shal remain in effect only until December 1, 2027,
and as of that date is repealed.

(2) Unless otherwise specified in any bill providing for appropriations
related to the Budget Act, for taxable years beginning on or after January
1, 2021, and before January 1, 2027, the amount of credit allowed pursuant
to this section shall be zero dollars ($0).

SEC. 19. Section 23698.1 of the Revenue and Taxation Codeisamended
to read:

23698.1. (&) (1) For taxable years beginning on or after January 1,
2025, there shall be allowed to aqualified taxpayer acredit against the “tax,”
as defined in Section 23036, subject to a computation and ranking by the
Cdlifornia Film Commission in subdivision (g) and the allocation amount
categories described in subdivision (i), in an amount equal to 20 or 25
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percent, whichever isthe applicable credit percentage described in paragraph
(4), of the qualified expenditures for the production of a qualified motion
picture in California. A credit shall not be allowed under this section for
any qualified expenditures for the production of a motion picture in
Cdiforniaif a credit has been claimed for those same expenditures under
Section 23685, 23695, or 23698.

(2) Except as otherwise provided in this section, the credit shall be
allowed for the taxable year in which the CaliforniaFilm Commission issues
the credit certificate pursuant to subdivision (g) for the qualified motion
picture, but in no instance prior to July 1, 2025, and shall be for the
applicable percentage of all qualified expenditures paid or incurred by the
qualified taxpayer in al taxable years for that qualified motion picture.

(3) (A) The amount of the credit allowed to a qualified taxpayer shall
be limited to the amount specified in the credit certificate issued to the
gualified taxpayer by the California Film Commission pursuant to
subdivision (g).

(B) In determining the amount specified in the credit certificate in
subparagraph (A), the California Film Commission shall be limited to the
following amounts of qualified expenditures for each qualified motion
picture:

(i) In the case of a feature, up to one hundred million dollars
($200,000,000).

(ii) In the case of aminiseries or limited series described in clause (ii)
of subparagraph (A) of paragraph (19) of subdivision (b), up to one hundred
million dollars ($100,000,000).

(iii) In the case of atelevision series described in clause (iii) or clause
(v) of subparagraph (A) of paragraph (19) of subdivision (b), up to one
hundred million dollars ($100,000,000) per season.

(iv) In the case of an independent film, up to ten million dollars
($20,000,000).

(4) For purposes of paragraphs (1) and (2), the applicable credit
percentage shall be asfollows:

(A) Twenty percent of the qualified expenditures attributable to the
production of a qualified motion picture in California, including, but not
limited to, afeature or atelevision seriesthat relocated to Californiathat is
initssecond or subsequent years of receiving atax credit allocation pursuant
to this section, or Section 23685, 23695, or 23698.

(B) Twenty-five percent of the qualified expenditures attributable to the
production of a qualified motion picture in California where the qualified
motion picture is atelevision series that relocated to Californiain its first
year of receiving atax credit allocation pursuant to this section.

(C) Twenty-five percent of the qualified expenditures attributable to the
production of a qualified motion picture that is an independent film.

(D) Additional credits shall be allowed for the production of aqualified
motion picture which applicable credit percentage is determined pursuant
to subparagraph (A), in an aggregate amount not to exceed 5 percent of the
qualified expenditures under that subparagraph, as follows:
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(i) (1) Fivepercent of qualified expenditures, excluding qualified wages
described in subparagraph (E), relating to original photography outside the
LosAngeles zone.

(I For purposes of this clause and subparagraph (E):

(ia) “Applicable period” means the period that commences with
preproduction and endswhen original photography concludes. The applicable
period includes the time necessary to strike a remote location and return to
the Los Angeles zone.

(ib) “LosAngeleszone’ meanstheareawithinacircle 30 milesin radius
from Beverly Boulevard and La CienegaBoulevard, LosAngeles, Caifornia,
and includes Agua Dulce, Castaic, including Castaic Lake, Leo Carrillo
State Beach, Ontario International Airport, Piru, and Pomona, including the
LosAngeles County Fairgrounds. The Metro-Goldwyn-Mayer, Inc. Congjo
Ranch property iswithin the Los Angeles zone.

(ic) “Origina photography” includes principal photography and
reshooting original footage.

(id) “Qualified expendituresrelating to original photography outsidethe
Los Angeles zone” means amounts paid or incurred during the applicable
period for tangible personal property purchased or leased and used or
consumed outside the LosAngeles zone and rel ating to original photography
outside the Los Angeles zone and qualified wages paid for services
performed outside the L osAngeles zone and relating to original photography
outside the Los Angeles zone.

(ii) Five percent of the qualified expendituresrelating to qualified visual
effects attributable to the production of a qualified motion picture in
Cdifornia.

(E) (i) Notwithstanding subparagraph (D), an amount equal to 10 percent
of qualified wages paid for services performed relating to origina
photography outside of the Los Angeles zone to qualified individuals who
reside in California but outside the Los Angeles zone shall be allowed as
an additional credit for the production of a qualified motion picture which
applicable credit percentage is determined pursuant to subparagraph (A).

(ii) Notwithstanding subparagraph (D), an amount equal to 5 percent of
qualified wages paid for services performed relating to original photography
outside of the Los Angeles zone to qualified individuals who reside in
Cdliforniabut outside the L osAngeles zone shall be allowed as an additiona
credit for the production of a qualified motion picture which applicable
credit percentage is determined pursuant to subparagraph (B) or (C).

(b) For purposes of this section:

(1) “Ancillary product” means any article for sale to the public that
contains a portion of, or any element of, the qualified motion picture.

(2) “Budget” means an estimate of all expenses paid or incurred during
the production period of a qualified motion picture. It shall be the same
budget used by the qualified taxpayer and production company for all
qualified motion picture purposes.

(3) “Clip use” meansause of any portion of amotion picture, other than
the qualified motion picture, used in the qualified motion picture.
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(4) “Credit certificate” means the certificate issued by the California
Film Commission pursuant to subparagraph (D) of paragraph (3) of
subdivision (g).

(5) “Diversity workplan checklist” means a checklist developed by
regulation by the CaliforniaFilm Commission that may include consideration
of inclusive hiring above the line, inclusive hiring below the line, equity
education, industry capacity building and supplier diversity as part of any
diversity workplan.

(6) (A) “Employee fringe benefits’ means the amount allowable as a
deduction under this part to the qualified taxpayer invol ved in the production
of the qualified motion picture, exclusive of any amounts contributed by
employees, for any year during the production period with respect to any
of the following:

(i) Employer contributions under any pension, profit sharing, annuity,
or similar plan.

(ii) Employer-provided coverage under any accident or health plan for
employees.

(iii) The employer’s cost of life or disability insurance provided to
employees.

(B) Any amount treated as wages under clause (i) of subparagraph (A)
of paragraph (21) shall not be taken into account under this paragraph.

(7) “Independent film” means a motion picture with a minimum budget
of one million dollars ($1,000,000) that is produced by a company that is
not publicly traded and publicly traded companies do not own, directly or
indirectly, more than 25 percent of the producing company.

(8) “Jobs ratio” means the amount of qualified wages paid to qualified
individuals divided by the amount of tax credit, not including any additional
credit allowed pursuant to subparagraphs (D) and (E) of paragraph (4) of
subdivision (a), as computed by the California Film Commission. For the
purposes of the calculation of the jobs ratio only, 70 percent of qualified
expendituresfor visua effects paid to third-party vendorsfor work performed
in California shall be deemed to be qualified wages paid to a qualified
individual.

(9) “Licensing” means any grant of rights to distribute the qualified
motion picture, in whole or in part.

(10) “New use” means any use of a motion picture in a medium other
than the medium for which it was initially created.

(11) “Pilot for anew television series” meanstheinitial episode produced
for a proposed television series.

(12) (A) “Postproduction” meansthefinal activitiesin aqualified motion
picture’s production, including editing, foley recording, automatic dialogue
replacement, sound editing, scoring, music track recording by musicians
and music editing, beginning and end credits, negative cutting, negative
processing and duplication, the addition of sound and visual effects, sound
mixing, film-to-tape transfers, encoding, and color correction.

(B) “Postproduction” does not include the manufacture or shipping of
release prints or their equivalent.
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(13) “Preproduction” meansthe process of preparation for actual physical
production which begins after aqualified motion picture hasreceived afirm
agreement of financial commitment, or is greenlit, with, for example, the
establishment of a dedicated production office, the hiring of key crew
members, and includes, but is not limited to, activities that include location
scouting and execution of contracts with vendors of equipment and stage
space.

(14) “Principa photography” means the phase of production during
which the motion picture is actually shot, as distinguished from
preproduction and postproduction.

(15) “Production period” meansthe period beginning with preproduction
and ending upon completion of postproduction.

(16) “Qualified entity” means a personal service corporation as defined
in Section 269A(b)(1) of the Internal Revenue Code, a payroll services
corporation, or any entity receiving qualified wages with respect to services
performed by a qualified individual.

(17) “Qualified expenditures’ meansamountspaid or incurred for tangible
personal property purchased or leased, and used, within this state in the
production of a qualified motion picture and payments, including qualified
wages, for services performed within this state in the production of a
qualified motion picture.

(18) (A) “Quadified individual” means any individual who performs
services during the production period in an activity related to the production
of aqualified motion picture.

(B) "Qualified individual” shall not include either of the following:

(i) Any individual related to the qualified taxpayer as described in
subparagraph (A), (B), or (C) of Section 51(i)(1) of the Internal Revenue
Code.

(if) Any 5-percent owner, asdefined in Section 416(i)(1)(B) of the Internal
Revenue Code, of the qualified taxpayer.

(19) (A) “Quadified motion picture” means a motion picture that is
produced for distribution to the general public, regardless of medium, that
is one of the following:

(i) A feature with a minimum production budget of one million dollars
($1,000,000).

(if) A miniseries or limited series consisting of two or more episodes,
each longer than 40 minutes of running time, exclusive of commercials,
that is produced in California, with a minimum production budget of one
million dollars ($1,000,000) per episode.

(iii) A new television series of episodes longer than 40 minutes each of
running time, exclusive of commercials, that is produced in California, with
a minimum production budget of one million dollars ($1,000,000) per
episode.

(iv) Anindependent film.

(v) A television seriesthat relocated to California.
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(vi) A pilot for anew television series that is longer than 40 minutes of
running time, exclusive of commercials, that is produced in California, and
with a minimum production budget of one million dollars ($1,000,000).

(B) To qudify as a “qualified motion picture” al of the following
conditions shall be satisfied:

(i) Atleast 75 percent of the principal photography days occur wholly
in Californiaor 75 percent of the production budget isincurred for payment
for services performed within the state and the purchase or renta of property
used within the state.

(ii) Production of the qualified motion picture is completed within 30
months from the date on which the qualified taxpayer's application is
approved by the California Film Commission. For purposes of this section,
aqualified motion pictureis* completed” when the process of postproduction
has been finished.

(iif) The copyright for the motion picture is registered with the United
States Copyright Office pursuant to Title 17 of the United States Code.

(iv) Principal photography of the qualified motion picture commences
after the date on which the application is approved by the California Film
Commission, but no later than 180 days after the date of that approval if the
qualified motion picture has a budget with qualified expenditures of less
than one hundred million dollars ($100,000,000), and no later than 240 days
after the date of that approval in the case of a qualified motion picture with
abudget of qualified expenditures with at least one hundred million dollars
($100,000,000), unless death, disability, or disfigurement of the director or
of aprincipal cast member; an act of God, including, but not limited to, fire,
flood, earthquake, storm, hurricane, or other natural disaster; terrorist
activities; or government sanction has directly prevented a production’s
ability to begin principal photography within the prescribed 180- or 240-day
commencement period.

(v) (I) At least 75 percent of production costs for picture editing and
postproduction sound labor and services shall be incurred in California.

(I1) This requirement shall only apply to a qualified motion picture
applying for an allocation of credits under this section pursuant to
subparagraph (G) of paragraph (8) of subdivision (k) of Section 17053.98
or Section 23698.

(vi) Providesadiversity workplan checklist.

(C) For the purposes of subparagraph (A), in computing the total wages
paid or incurred for the production of aqualified motion picture, all amounts
paid or incurred by all persons or entities that share in the costs of the
qualified motion picture shall be aggregated.

(D) “Qualified motion picture” shall not include commercial advertising,
music videos, a motion picture produced for private noncommercial use,
such asweddings, graduations, or as part of an educational course and made
by students, a news program, current events or public events program, talk
show, game show, sporting event or activity, awards show, tel ethon or other
production that solicits funds, reality television program, clip-based
programming if morethan 50 percent of the content is comprised of licensed
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footage, documentaries, variety programs, daytime dramas, strip shows,
one-half hour (air time) episodic television shows, or any production that
falls within the recordkeeping requirements of Section 2257 of Title 18 of
the United States Code.

(20) (A) “Qudified taxpayer” meansataxpayer who haspaid or incurred
qualified expenditures, participated in the Career Readiness requirement in
Section 23695, and has been issued a credit certificate by the California
Film Commission pursuant to subdivision (g).

(B) In the case of any pass-thru entity, the determination of whether a
taxpayer isaqualified taxpayer under this section shall be made at the entity
level and any credit under this section is not allowed to the pass-thru entity,
but shall be passed through to the partners or shareholders in accordance
with applicable provisions of Part 10 (commencing with Section 17001) or
Part 11 (commencing with Section 23001). For purposes of this paragraph,
“pass-thru entity” meansany entity taxed asapartnership or “S’ corporation.

(C) Inthecaseof an“S’ corporation, the credit allowed under this section
shall not be used by an “S’ corporation as a credit against a tax imposed
under Chapter 4.5 (commencing with Section 23800) of Part 11 of Division
2

(21) “Qualified visua effects’ means visual effects where at least 75
percent or aminimum of ten million dollars ($10,000,000) of the qualified
expenditures for the visual effects are paid or incurred in California.

(22) (A) “Quadified wages’ means all of the following:

(i) Any wages subject to withholding under Division 6 (commencing
with Section 13000) of the Unemployment Insurance Code that were paid
or incurred by any taxpayer involved in the production of aqualified motion
picture with respect to a qualified individual for services performed on the
qualified motion picture production within this state.

(ii) The portion of any employee fringe benefits paid or incurred by any
taxpayer involved in the production of the qualified motion picture that are
properly alocable to qualified wage amounts described in clauses (i), (iii),
and (iv).

(iif) Any payments made to a qualified entity for services performed in
this state by qualified individuals within the meaning of paragraph (17).

(iv) Remuneration paid to an independent contractor who is a qualified
individual for services performed within this state by that qualified
individual.

(B) “Qualified wages’ shall not include any of the following:

(i) Expenses, including wages, related to new use, reuse, clip use,
licensing, secondary markets, or residual compensation, or the creation of
any ancillary product, including, but not limited to, a soundtrack album,
toy, game, trailer, or teaser.

(ii) Expenses, including wages, paid or incurred with respect to
acquisition, development, turnaround, or any rights thereto.

(iii) Expenses, including wages, related to financing, overhead, marketing,
promotion, or distribution of a qualified motion picture.
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(iv) 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.

(23) “Recurring television series’” means any television series that was
previously approved and issued a credit allocation letter under this section.

(24) “Residua compensation” means supplemental compensation paid
at the time that a motion picture is exhibited through new use, reuse, clip
use, or in secondary markets, as distinguished from payments made during
production.

(25) “Reuse’” means any use of a qualified mation picture in the same
medium for which it was created, following the initial use in that medium.

(26) “Secondary markets’ means media in which a qualified motion
picture is exhibited following the initial mediain which it is exhibited.

(27) “Television series that relocated to California’ means a television
series, without regard to episode length or initial media exhibition, with a
minimum production budget of one million dollars ($1,000,000) per episode,
that filmed at least 75 percent of principa photography days in its most
recent season outside of California or has filmed all seasons outside of
California and for which the taxpayer certifies that the credit provided
pursuant to this section is the primary reason for relocating to California.

(©) (1) (A) Notwithstanding subdivision (i) of Section 23036, in the
case where the credit allowed by this section exceeds the taxpayer’s tax
liability computed under this part, a qualified taxpayer may elect to assign
any portion of the credit allowed under this section to one or more affiliated
corporations for each taxable year in which the credit is allowed.

(B) For purposes of the election provided in subparagraph (A), al of the
following shall apply:

(i) The election may be based on any method selected by the qualified
taxpayer that originally receives the credit.

(ii) Oncetheelectionismade, it shall beirrevocablefor the taxable year
the credit is allowed.

(iii) The election may be changed for any subsequent taxable year if the
election to make the assignment is expressly shown on each of the returns
of the qualified taxpayer and the qualified taxpayer’s affiliated corporations
that assign and receive the credits.

(iv) The election shall be reported to the Franchise Tax Board, in the
form and manner specified by the Franchise Tax Board, along with al
required information regarding the assignment of the credit, including the
corporation number, the federal employer identification number, or other
taxpayer identification number of the assignee, and the amount of the credit
assigned.

(C) For purposes of this paragraph, “ affiliated corporation” hasthe same
meaning provided in subdivision (b) of Section 25110, as of the last day of
the taxable year in which the credit is allowed, except that “ 100 percent” is
substituted for “more than 50 percent” wherever it appears in the section,
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and “voting common stock” is substituted for “voting stock” wherever it
appears in the section.

(2) Notwithstanding any other law, a qualified taxpayer may sell any
credit allowed under this section that is attributable to an independent film,
as defined in paragraph (7) of subdivision (b), to an unrelated party.

(3) The qualified taxpayer shall report to the Franchise Tax Board prior
to the sale of the credit, in the form and manner specified by the Franchise
Tax Board, all required information regarding the purchase and sale of the
credit, including the social security or other taxpayer identification number
of the unrelated party to whom the credit has been sold, the face amount of
the credit sold, and the amount of consideration received by the qualified
taxpayer for the sale of the credit.

(4) In the case where the credit allowed under this section exceeds the
“tax,” the excess credit may be carried over to reduce the “tax” in the
following taxable year, and succeeding eight taxable years, if necessary,
until the credit has been exhausted.

(5) A credit shall not be sold pursuant to this subdivision to more than
one taxpayer, nor may the credit be resold by the unrelated party to another
taxpayer or other party.

(6) A party that has been assigned or acquired tax credits under this
subdivision shall be subject to the requirements of this section.

(7) Inno event may a qualified taxpayer assign or sell any tax credit to
the extent the tax credit allowed by this section is claimed on any tax return
of the qualified taxpayer.

(8) Intheevent that both the taxpayer originally alocated a credit under
this section by the California Film Commission and a taxpayer to whom
the credit has been sold both claim the same amount of credit on their tax
returns, the Franchise Tax Board may disallow the credit of either taxpayer,
so long as the statute of limitations upon assessment remains open.

(9) Chapter 3.5 (commencing with Section 11340) of Part 1 of Division
3 of Title 2 of the Government Code does not apply to any standard,
criterion, procedure, determination, rule, notice, or guideline established or
issued by the Franchise Tax Board pursuant to this subdivision.

(10) Subdivision (g) of Section 23036 shall not apply to any credit sold
pursuant to this subdivision.

(11) For purposes of this subdivision, the following shall apply:

(A) The unrelated party or parties that purchase a credit pursuant to
paragraphs (2) to (10), inclusive, shall be treated as a qualified taxpayer
pursuant to paragraph (1) of subdivision (a).

(B) An affiliated corporation or corporations that are assigned a credit
pursuant to paragraph (1) shall be treated as a qualified taxpayer pursuant
to paragraph (1) of subdivision (a).

(d) (1) No credit shal be alowed pursuant to this section unless the
qualified taxpayer providesthefollowingto the CaliforniaFilm Commission:

(A) Identification of each qualified individual.

(B) The specific start and end dates of production.

(C) Thetota wages paid.
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(D) Thetotal amount of qualified wages paid to qualified individuals.

(E) Aggregate data for individuals whose wages are excluded from
qualified wages by clause (iv) of subparagraph (B) of paragraph (22) of
subdivision (b), including their gender, ethnic, and racial makeup.

(F) The copyright registration number, as reflected on the certificate of
registration issued under the authority of Section 410 of Title 17 of the
United States Code, relating to registration of claim and issuance of
certificate. Theregistration number shall be provided on thereturn claiming
the credit.

(G) The total amounts paid or incurred to purchase or lease tangible
personal property used in the production of a qualified motion picture.

(H) Information to substantiate its qualified expenditures.

() Information required by the Cdifornia Film Commission under
regulations promulgated pursuant to subdivision (g) necessary to verify the
amount of credit claimed.

(J) Data regarding the diversity of the workforce employed by the
applicant on the qualified motion picture, as described in subdivision (g).

(K) Documentation verifying completion of the Career Readiness
requirement.

(L) Documentation verifying that the qualified taxpayer paid the Career
Pathways Program fee.

(2) (A) Based on the information provided in paragraph (1), the
Cdifornia Film Commission shall recompute the jobs ratio previously
computed in subdivision (g) and compare this recomputed jobs ratio to the
jobs ratio that the qualified taxpayer previoudly listed on the application
submitted pursuant to subdivision (g).

(B) (i) If the CaliforniaFilm Commission determinesthat the jobsratio
has been reduced by more than 10 percent for a qualified motion picture,
the California Film Commission shall reduce the amount of credit allowed
by an equal percentage, unlessthe qualified taxpayer demonstrates, and the
California Film Commission determines, that reasonable cause exists for
the jobs ratio reduction.

(i) If the CaliforniaFilm Commission determinesthat thejobsratio has
been reduced by more than 20 percent for a qualified motion picture, the
Cdifornia Film Commission shall not accept an application described in
subdivision (g) from that qualified taxpayer or any member of the qualified
taxpayer’s controlled group for a period of not less than one year from the
date of that determination, unless the qualified taxpayer demonstrates, and
the California Film Commission determines, that reasonable cause exists
for the jobs ratio reduction.

(C) For the purposes of this paragraph, “reasonable cause’ means
unforeseen circumstances beyond the control of the qualified taxpayer, such
as, but not limited to, the cancellation of a television series prior to the
completion of the scheduled number of episodes or other similar
circumstances as determined by the California Film Commission in
regulations to be adopted pursuant to subdivision (€).
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() (1) (A) Subject to the Administrative Procedure Act (Chapter 3.5
(commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code), the California Film Commission shall prescribe rules
and regulations to carry out the purposes of this section, including, but not
limited to, the following:

(i) Subparagraph (D) of paragraph (4) of subdivision (a) and clause (iv)
of subparagraph (D) of paragraph (2) of subdivision (g).

(if) Any rulesand regulations necessary to establish procedures, processes,
requirements, and applications.

(iii) (1) Continuing a Career Pathways Program established pursuant to
subdivision (€) of sections 17053.98 and 23698 to fund technical skills
training for individuals from underserved communities for entry into film
and television jobs. The program shall be funded by afee equal to 0.5 percent
of the approved credit amount for a qualified maotion picture. The program
shall work with nonprofit organizations that have an established record of
training and job placement in the entertainment industry, focus on training
individuals from traditionally underserved communities, and offer training
courses focused on skilled, technical positions that would be €ligible for
qualified wages if performed on a qualified motion picture as well as
administrative- and industry-related technical occupations or soft skills
training for the motion picture industry.

(1) Notwithstanding subclause (1), independent films are required to pay
afee equal to 0.25 percent of the approved credit amount for a qualified
motion picture.

(iv) (1) Beginningin January 1, 2028, the California Film Commission,
in collaboration with labor and industry stakeholders, has the authority to
increase the Career Pathways Training program fee by 0.25 percent per
year, up to 1 percent 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 annual reports of the Career Pathways Training
program required pursuant to paragraph (10) of subdivision (g). The
evaluation shall be included in the annua report to the Legislature.

(1) Independent films are not subject to an increase to the fee pursuant
to subclause (1).

(B) Notwithstanding any other law, prior to preparing anotice of proposed
action pursuant to Section 11346.4 of the Government Code and prior to
making any revision to the proposed regulation other than a change that is
nonsubstantial or solely grammatical in nature, the Governor’'s Office of
Business and Economic Development shall first approve the proposed
regulation or proposed change to aproposed regulation regarding allocating
the credit pursuant to subdivision (i), computing the jobs ratio as described
in subdivisions (d) and (g), and defining “reasonable cause” pursuant to
subparagraph (C) of paragraph (2) of subdivision (d).

(2) The CdiforniaFilm Commission shall not be required to prepare an
economic impact analysis pursuant to the Administrative Procedure Act
(Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of
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Title 2 of the Government Code) with regard to any rules and regulations
adopted pursuant to this subdivision.

(f) If the qualified taxpayer fails to provide the copyright registration
number as required in subparagraph (E) of paragraph (1) of subdivision (d),
the credit shall be disallowed and assessed and collected under Section
19051 until the procedures are satisfied.

(g) For purposes of this section, the California Film Commission shall
do all of the following:

(1) Subject to the requirements of subparagraphs (A) to (E), inclusive,
of paragraph (2), on or after July 1, 2025, and before July 1, 2030, in two
or more allocation periods per fiscal year, alocate tax credits to applicants.

(2) (A) Establish a procedure for applicants to file with the California
Film Commission awritten application, on aform jointly prescribed by the
CdliforniaFilm Commission and the Franchise Tax Board for the allocation
of the tax credit. The application shall include, but not be limited to, all of
the following information:

(i) The budget for the motion picture production.

(ii) The number of production days.

(iii) A financing plan for the production.

(iv) Thediversity of theworkforce employed by the applicant, including,
but not limited to, the ethnic and racial makeup of theindividuals employed
by the applicant during the production of the qualified motion picture, to
the extent possible.

(v) The amount of qualified wages the applicant expects to pay to
qualified individuals.

(vi) Theamount of tax credit the applicant computesthe qualified motion
picture will receive, applying the applicable credit percentages described
in paragraph (4) of subdivision (a).

(vii) A statement establishing that the tax credit described in this section
isasignificant factor in the applicant’s choice of location for the qualified
motion picture. The statement shall include information about whether the
qualified motion picture is at risk of not being filmed or specify the
jurisdiction or jurisdictions in which the qualified motion picture will be
located in the absence of the tax credit. The statement shall be signed by an
officer or executive of the applicant.

(viii) The applicant's written policy against unlawful harassment,
including, but not limited to, sexual harassment, which includes procedures
for reporting and investigating harassment claims, a phone number for an
individual who will be responsible for receiving harassment claims, and a
statement that the company will not retaliate against an individua who
reports harassment. The applicant shall a so indicate how the policy will be
distributed to employees and include a summary of education training
resources, including the prohibition against, and prevention and correction
of, sexual harassment and remedies available.

(ix) If applicable, summary of the applicant’s voluntary programs to
increase the representation of minoritiesand women in thejob classifications
that are not included in qualified wages as set forth in clause (iv) of
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subparagraph (B) of paragraph (22) of subdivision (b) and information about
how these programs are publicized to interested parties. The officer or
executivereferenced in clause (xi) who is signing the statement shall provide
additional information about these programs, if needed and upon request,
to the California Film Commission.

(X) Any other information deemed relevant by the California Film
Commission or the Franchise Tax Board.

(B) Establish criteria, consistent with the requirements of this section,
for allocating tax credits.

(C) Determine and designate applicants who meet the requirements of
this section.

(D) For purposesof alocating the credit amounts subject to the categories
described in subdivision (i) in any fiscal year, the Cdifornia Film
Commission shall do all of the following:

(i) For each alocation date and for each category, list each applicant
from highest to lowest according to the jobs ratio as computed by the
California Film Commission.

(ii) Subject to the applicable credit percentage, allocate the credit to each
applicant according to the highest jobs ratio, working down the list, until
the credit amount is exhausted.

(iii) (1) Pursuant to regulations adopted pursuant to subdivision (€), the
CdliforniaFilm Commission may increasethejobsratio by up to 25 percent
if a qualified motion picture increases economic activity in California
according to criteria developed by the California Film Commission that
would include, but not be limited to, those factors as, the amount of the
production and postproduction spending in California, the utilization of
scoring musicians in California, and other criteria measuring economic
impact in California as determined by the California Film Commission.

(I For qualified motion pictures that are described in clause (i) of
subparagraph (G) of paragraph (8) of subdivision (k) of Section 17053.98
and Section 23698, the jobs ratio shall be equal to the product of the jobs
ratio calculated in paragraph (8) of subdivision (b) and 133 percent.

(iv) Notwithstanding any other law, any television series, relocating
television series, or any new television series based on a pilot for a new
television series that has been approved and issued a credit allocation by
the California Film Commission under this section, Section 17053.85,
17053.95, 17053.98, 23685, or 23695 shall be issued a credit for each
subsequent season, for the life of that television series whenever creditsare
allocated within afiscal year. The California Film Commission shall limit
the amount of creditsany recurring television seriesreceivesin asubsequent
season to no more than the amount reserved in its prior fiscal year Credit
Allocation Letter or Letters, or if no amounts were reserved in the prior
fiscal year, themost immediate prior fiscal year in which aCredit Allocation
Letter or Letterswere received. In the event that insufficient tax credits are
available to fund al recurring television series pursuant to this clause for
any fiscal year or in the event the California Film Commission projects, in
collaboration with the Department of Finance, that there will beinsufficient
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tax credits available to fund all recurring television series in either of the
subsequent two fiscal years, the California Film Commission shall make
the following adjustments in the order given until the shortfall, or any
projected shortfall for the two subsequent fiscal years, for recurring television
seriesis eliminated:

(I Notwithstanding clause (iii) of subparagraph (A) of paragraph (2) of
subdivision (i), the Cdifornia Film Commission may redirect up to 100
percent of the credit amounts alocated to the relocating television series
category to recurring television series for that fiscal year until the shortfall
or projected shortfall is eliminated.

(I1) Notwithstanding clause (iv) of subparagraph (A) of paragraph (2) of
subdivision (i), the Cdifornia Film Commission may redirect up to 100
percent of the credit amounts allocated to anew television seriesto recurring
television seriesfor that fiscal year until the shortfall or projected shortfall
is eliminated.

(1) Notwithstanding clause (ii) of subparagraph (A) of paragraph (2)
of subdivision (i), the California Film Commission may redirect up to 100
percent of the credit allocations from the features category to the recurring
television series category for that fiscal year until the shortfall iseliminated.

(IV) Allocate up to 25 percent of total credit allocations that would
otherwise be allocated in the 2029-30 fiscal year to recurring television
seriesinthe current fiscal year until the shortfall iseliminated. Any amounts
transferred for allocation in the current fiscal year shall be subtracted from
the amount allowed to be allocated in the 2029-30 fiscal year as specified
insubdivision (i). Notwithstanding paragraph (3), the credit alocations that
are subtracted from the 202930 fiscal year shall not be certified until July
1, 2030 or later.

(V) The Cdlifornia Film Commission shall consult with the qualified
taxpayers who are producing the recurring television series for purposes of
negotiating aminimally impactful reduction in the amount of credits awarded
to each recurring television series for that fiscal year until the shortfall is
eliminated.

(E) Subject totheannua cap and the allocation credit amounts based on
categories described in subdivision (i), alocate an aggregate amount of
credits under this section and Section 17053.98.1, and alocate any carryover
of unallocated or unused credits from prior years and Sections 17053.85,
17053.95, 17053.98, 23685, 23695, and 23698 and the amount of any credits
reduced pursuant to paragraph (2) of subdivision (d).

(3) Certify tax credits allocated to qualified taxpayers and do al of the
following:

(A) Establish a verification procedure to do both of the following:

(i) Update the information in subparagraph (A) of paragraph (2) of
subdivision (g), including, but not limited to, the amounts of qualified
expenditures paid or incurred by the applicant.

(if) Ensure that the final safety evaluation report required pursuant to
section 9152 of the Labor Code has been submitted.
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(B) Establish audit requirements that shall be satisfied before a credit
certificate may beissued by the California Film Commission.

(C) Issue acredit certificate to a qualified taxpayer upon completion of
the qualified motion picture reflecting the credit amount allocated after
qualified expenditures have been verified and the jobs ratio computed under
this section. The amount of credit shown on the credit certificate shall not
exceed the amount of credit allocated to that qualified taxpayer pursuant to
this section.

(D) (i) Notwithstanding any other law, the CaliforniaFilm Commission
shall certify acredit amount equal to 96 percent of the total credit allocated
to the qualified taxpayer, unless the qualified taxpayer chooses to submit a
diversity workplan and the California Film Commission determinesthat the
qualified taxpayer has met or made a good-faith effort to meet the diversity
godsinitsdiversity workplan, pursuant to clause (ii).

(if) The California Film Commission shall certify an additional credit
amount equal to 4 percent of the total credit alocated to the qualified
taxpayer if aqualified taxpayer submitsto the CaliforniaFilm Commission,
in the form and manner required by the commission, al of the following:

() A diversity workplan within 30 days after receiving acredit allocation
letter. The workplan shall be consistent with the diversity workplan checklist
to address diversity and be broadly reflective of California’s population in
terms of race, ethnicity, gender, and disability status, and shall include all
of the following:

(ia) A statement of the diversity goals the motion picture will seek to
achieve in terms of qualified wages.

(ib) A statement of the diversity goals the motion picture will seek to
achieve for individual s whose wages are excluded from qualified wages.

(ic) A plan of what strategies the mation picture will employ to achieve
the goalsin this subclause and subclause (11).

(id) Other reguirements as the Cdlifornia Film Commission shall
determine by regulation.

(I An interim assessment on the qualified taxpayer’s efforts to meet
thediversity workplan prior to the commencement of principal photography.
Upon review pursuant to aprocedure prescribed in regulations, the California
Film Commission shall determine whether the interim assessment indicates
that the qualified motion picture is making a good-faith effort to meet the
goasof thediversity workplan and shall notify the qualified motion picture
of itsfindings.

(1) A fina diversity assessment that includes information about how
the project met or made a good-faith effort to meet the diversity workplan,
including, but not limited to, aggregate data voluntarily self-reported by
individuals whose wages are included in qualified wages and individuals
whose wages are excluded from qualified wages, with regard to their race,
ethnicity, gender, and disability status.

(iii) The CdliforniaFilm Commission, in consultation with the Governor's
Office of Business and Economic Development, shall establish guidelines
to evaluate diversity workplans as described in this subparagraph. The
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guidelines shall be posted on the California Film Commission’s internet
website.

(iv) TheCaliforniaFilm Commission shall approve or reject the diversity
workplan of an applicant, to the extent allowed by federal and state law.

(v) This subparagraph shall not apply to an independent film with
qualified expenditures of ten million dollars ($10,000,000) or less.

(vi) Thereguirementsof this subparagraph shall not apply to arecurring
television seriesreceiving an alocation of credits under this section pursuant
to clause (ii) of subparagraph (G) of paragraph (8) of subdivision (k) of
Section 17053.98 or Section 23698 and fulfills the diversity workplan and
report requirements pursuant to subdivision (k) of Section 17053.98 or
Section 23698.

(vii) A qualified motion picture described in subparagraph (D) of
paragraph (8) of subdivision (k) of Section 17053.98 or Section 23698 that
applies for an alocation of credits under this section shall be subject to the
requirements of this subparagraph and not those of clause (iv) of
subparagraph (B) of paragraph (2) of subdivision (k) of Sections 17053.98
and 23698 and paragraph (3) of subdivision (k) of Sections 17053.98 and
23698.

(4) Obtain, when possible, the following information from applicants
that do not receive an allocation of credit:

(A) Whether the qualified motion picture that was the subject of the
application was compl eted.

(B) If completed, in which state or foreign jurisdiction was the primary
principal photography completed.

(C) Whether the applicant received any financial incentives from the
state or foreign jurisdiction to make the qualified motion picture in that
location.

(5) Provide the Legidative Analyst’s Office, upon request, any or all
application materials or any other materials received from, or submitted by,
applicants for which a credit allocation decision has been made, including,
but not limited to, applicantsthat did not receive acredit alocation. Materials
provided to the Legidative Analyst’'s Office shall be in electronic format
when available and include, but not be limited to, information provided
pursuant to subclause (1) to (I11), inclusive, of clause (ii) of subparagraph
(D) of paragraph (3).

(6) Theinformation provided to the CaliforniaFilm Commission pursuant
to this section shall constitute confidential tax information for purposes of
Article 2 (commencing with Section 19542) of Chapter 7 of Part 10.2.

(7) (A) Notwithstanding any other law, on or after July 1, 2030, the
Cdifornia Film Commission may allocate, pursuant to this section, any
previoudy allocated credits not certified that have not previously been added
to credit amounts available for allocation under this section or a successor
section or sections.

(B) For purposes of this section, “previously allocated credits not
certified” means either of the following:
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(i) Creditsallocated under paragraph (1) for which the qualified taxpayer
to which the credit amounts were originally allocated has notified the
California Film Commission in writing that the qualified taxpayer will not
request certification for the allocated credits.

(ii) The difference between the amount of credits allocated under
paragraph (1) to aqualified taxpayer and the amount of creditsthe California
Film Commission certified, for that qualified taxpayer. For purposes of
calculating the difference, the CaliforniaFilm Commission shall not consider
any credit amounts for which the qualified taxpayer notifies the California
Film Commission under clause (i).

(8) Notwithstanding any other law, on or after July 1, 2030, the Cdifornia
Film Commission may allocate, pursuant to this section, any credit amounts
described in subparagraphs (B) and (E) of paragraph (1) of subdivision (i)
that have not previously been added to credit amounts available for allocation
under this section or a successor section or sections.

(9) The Cdifornia Film Commission shall submit a report to the
Legidature, on an annual basisbeginning June 30, 2027, containing diversity
data provided by the applicants. The report shall contain, in the aggregate
and per project, an assessment of whether the diversity workplan goals
required by this section were met for quaified motion pictures that submitted
the final assessment to the California Film Commission in the prior fiscal
year. The assessment shall contain an account of diversity workplans
submitted, interim assessments submitted, and final assessments submitted,
as well aswhich categories of the diversity workplan checklist established
pursuant paragraph (5) of subdivision (b) were included. In the event that
areport is required pursuant to paragraph (9) of subdivision (g) of Section
17053.98 and Section 23698 in the same year as areport is required under
this paragraph, the reports may be combined to one report.

(10) Beginning January 1, 2025, the Caifornia Film Commission shall
collect information to the extent available and based on data provided by
the Career Pathways Training program, about the 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
jobsin the film industry upon completion of the program, what projectsthe
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. The California Film Commission
shall report to the Legidature, in compliance with Section 9795 of the
Government Code, and publish onitsinternet website an annual report about
the Career Pathways Training program, with the above information. Such
information shall be reported for participants for five years following a
participant’s completion of the Career Pathways Training program, to the
extent the information is available. This paragraph shall be applicable
consistent with federal and state law.
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(h) (1) The Cadlifornia Film Commission shall annually provide the
Legidlative Analyst’s Office, the Franchise Tax Board, and the California
Department of Tax and Fee Administration with alist of qualified taxpayers
and the tax credit amounts allocated to each qualified taxpayer by the
CdiforniaFilm Commission. Thelist shall include the names and taxpayer
identification numbers, including taxpayer identification numbers of each
partner or shareholder, as applicable, of the qualified taxpayer.

(2) (A) Notwithstanding paragraph (6) of subdivision (g), the California
Film Commission shall annually post on its internet website and make
available for public release all of the following:

(i) A table which includes al of the following information: a list of
qualified taxpayers and the tax credit amounts allocated to each qualified
taxpayer by the California Film Commission, the number of production
daysin Cdliforniathe qualified taxpayer represented in its application would
occur, the number of Californiajobsthat the qualified taxpayer represented
in its application would be directly created by the production, and the total
amount of qualified expenditures expected to be spent by the production.

(ii) A narrative staff summary describing the production of the qualified
taxpayer aswell asbackground information regarding the qualified taxpayer
contained in the qualified taxpayer’s application for the credit.

(iif) Thediversity report submitted annually to the L egislature described
in paragraph (2) of subdivision (g) organized per production and an aggregate
compilation describing the voluntary programs collected pursuant to clause
(xiii) of subparagraph (A) of paragraph (2) of subdivision (g).

(B) Nothinginthissubdivision shall be construed to make theinformation
submitted by an applicant for atax credit under this section a public record,
including for the purposes of the California Public Records Act (Division
10 (commencing with Section 7920.000) of Title 1 of the Government
Code).

(3) The CdiforniaFilm Commission shall provide each city and county
in Californiawith an instructional guide that includes, but is not limited to,
areview of best practices for facilitating motion picture production in local
jurisdictions, resources on hosting and encouraging motion picture
production, and the CaliforniaFilm Commission’sModel Filming Ordinance.
The Cadlifornia Film Commission shall maintain on its internet website a
list of initiatives by locality that encourage motion picture production in
regions across the state. The list shall be distributed to each approved
applicant for the program to highlight local jurisdictionsthat offer incentives
to facilitate film production.

(i) (1) (A) Theaggregate amount of credits that may be allocated for a
fiscal year pursuant to this section and Section 17053.98.1 is seven hundred
fifty million dollars ($750,000,000), plus any amount described in
subparagraph (B), (C), (D), or (E) in creditsfor the 2025-26 fiscal year and
each fiscal year thereafter, through and including the 2029-30 fiscal year,
except as provided in paragraph (7) of subdivision (g).

(B) (i) Subject to clauses (ii) and (iii), the unused alocation credit
amount, if any, for the preceding fiscal year.
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(ii) The amount of unused credit allocation attributable to independent
films shall only be allocated according to clause (i) of subparagraph (A) of
paragraph (2). _ _ _

(iii) The total amount of any unused credit allocation amount that is
remaining shall only be allocated pursuant to clause (iv) of subparagraph
(A) of paragraph (2).

(C) The amount of previously allocated credits not certified.

(D) The amount of any credits reduced pursuant to paragraph (2) of
subdivision (d).

(E) That portion of any unused alocation credit amount, if any,
attributable to Section 17053.85, 17053.95, 17053.98, 23685, 23695, or
23698 availablefor that fiscal year in amanner as determined by regulations
promulgated by the California Film Commission.

(2) (A) Notwithstanding the foregoing, and subject to paragraph (4) of
this subdivision and changes in allocations pursuant to clause (v) of
subparagraph (D) of paragraph (2) of subdivision (g), the California Film
Commission shall alocate the credit amounts subject to the following
categories:

(i) Independent films with qualified expenditures of ten million dollars
($10,000,000) or less shall be allocated 4.8 percent of the amount specified
in paragraph (1). Independent films with qualified expenditures in excess
of ten million dollars ($10,000,000) shall be allocated 3.2 percent of the
amount specified in paragraph (1). These amounts shall be in addition to
any unused allocation credit amount, if any, for the preceding fiscal year as
described in subparagraph (B) of paragraph (1).

(ii) Features shall be allocated 35 percent of the amount specified in
paragraph (). .

(iii) A relocating television series shall be allocated 17 percent of the
amount specified in paragraph (1).

(iv) A new television series, pilotsfor anew television series, miniseries,
and recurring television series shall be alocated 40 percent of the amount
specified in paragraph (1), plus any unused allocation credit amount, if any,
for the preceding fiscal year as described in subparagraph (B) of paragraph
D).
(B) Within any alocation period for credits to a relocating television
series, any unused amount shall be reallocated to the category described in
clause (iv) of subparagraph (A) and, if any unused amount remains,
reallocated in the next allocation period for creditsto arelocating television
series.

(C) With respect to a relocating television series issued a credit in a
subsequent year pursuant to clause (v) of subparagraph (D) of paragraph
(2) of subdivision (g), that subsequent credit amount shall be allowed from
the allocation amount described in clause (iv) of subparagraph (A).

() Any act that reduces the amount that may be allocated pursuant to
paragraph (1) constitutes achangein state taxes for the purpose of increasing
revenues within the meaning of Section 3 of Article X111 A of the California
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Constitution and may be passed by not less than two-thirds of all Members
elected to each of the two houses of the Legislature.

(4) A qualified motion picture, as defined in subdivision (k) of Sections
17053.98 and 23698, shdl not be eligiblefor an alocation under subdivisions
(@) to (j), inclusive, if it receives a credit under subdivision (k) of Section
17053.98 or Section 23698 during that fiscal year.

(j) The Cdlifornia Film Commission shall have the authority to allocate
tax credits in accordance with this section and in accordance with any
regulations prescribed pursuant to subdivision (€) upon adoption.

(k) (1) 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.

(2) For purposesof thissubdivision, the following definitions shall apply:

(A) “Annua refundable amount” means 20 percent of thetotal refundable
amount.

(B) (i) “Credit amount” means the credit amount specified in the credit
certificate issued to the qualified taxpayer by the California Film
Commission pursuant to subdivision (g).

(ii) In the case of a pass-thru entity, the “credit amount” means the pro
rata share or distributive share of the credit passed through to the partner
or shareholder of the qualified taxpayer. For purposes of this clause, the
term “pass-thru entity” means any partnership, “S’ corporation, or limited
liability company treated as a partnership.

(iii) In the case of an assigned credit, the “credit amount” means the
credit amount that was assigned to the taxpayer.

(C) “Refundable period” means the first taxable year that the credit
certificate is issued to the qualified taxpayer by the California Film
Commission pursuant to subdivision (g), and the succeeding four taxable
years.

(D) “Total refundable amount” means 90 percent of the credit amount
that exceedsthe “tax” in the first taxable year of the refundable period.

(8) Therefund shall be computed as follows:

(A) (i) Inthefirst taxableyear of therefundable period, the credit amount
shall be allowed against the “tax” computed under this part for the taxable
year.
(i) If the credit alowed by this section exceeds the “tax” in the first
taxable year of the refundable period, the annual refundable amount shall
be refunded to the qualified taxpayer.

(B) (i) Ineachtaxableyear after the first taxable year of the refundable
period, the annual refundable amount shall be allowed as a credit against
the “tax” computed under this part for the taxable year, and the excess, if
any, shall be refunded to the qualified taxpayer.

(i) If the qualified taxpayer’s tax liability for the taxable year exceeds
the annual refundable amount, only the annual refundable amount shall be

allowed as a credit against the qualified taxpayer’s “tax.”
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(4) (A) In the first taxable year of the refundable period, the total
refundable amount, lessthe annual refundable amount, shall be carried over
to the succeeding taxable year.

(B) In each taxable year other than first taxable year of the refundable
period, the total refundable amount, less the annual refundable amount
allowed as acredit against the qualified taxpayer’s “tax” or refunded in the
current and prior taxable years in the refundable period, shall be carried
over to the next succeeding year of the refundable period.

(C) Notwithstanding paragraph (3) of subdivision (c), if an election is
made pursuant to this subdivision, no amount of credit shall be allowed
after the refundable period.

(5) Any refund pursuant to this subdivision shall be credited against other
amounts due, if any, and the balance, if any, shall be paid from the Tax
Relief and Refund Account and refunded to the qualified taxpayer upon
their election.

(6) An election made pursuant to this subdivision shall be irrevocable
and shall be made on an original, timely filed return required under Part
10.2 (commencing with Section 18401) for the taxable year that the credit
certificate isissued in the form and manner as prescribed by the Franchise
Tax Board.

(7) A taxpayer that purchases a credit pursuant to subdivision (c) cannot
elect to be paid arefund pursuant to this paragraph.

SEC. 20. Section 24309.2 is added to the Revenue and Taxation Code,
to read:

24309.2. (a) For taxable years beginning on or after January 1, 2021,
and before January 1, 2030, gross income shall not include any qualified
amount received by a qualified taxpayer in the taxable year.

(b) For purposes of this section the following definitions apply:

(1) “Quadlified amount” means any amount received from a settlement
entity by a qualified taxpayer in connection with awildfirein California.

(2) “Quadlified taxpayer” means any of the following:

(A) Any taxpayer that ownsreal property located in an area damaged by
a wildfire that paid or incurred expenses, and received amounts from a
settlement entity, arising out of or pursuant to the wildfire.

(B) Any taxpayer that has a place of business within an area damaged
by awildfire that paid or incurred expenses, and received amounts from a
settlement entity, arising out of or pursuant to the wildfire.

(3) “Settlement entity” means the entity, approved by a class action
settlement administrator, making the settlement payment to a qualified
taxpayer.

(c) The settlement entity shall provide, upon reguest by the Franchise
Tax Board or qualified taxpayer, documentation of the settlement payments
inthe form and manner requested by the Franchise Tax Board or the qualified
taxpayer.

(d) The qualified taxpayer shall provide, upon request, al necessary
information in the form and manner prescribed by the Franchise Tax Board.
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(e) Thissection shall remain in effect only until December 1, 2030, and
as of that dateis repealed.

SEC. 21. Section 24309.9 is added to the Revenue and Taxation Code,
to read:

24309.9. (a) For taxable years beginning on or after January 1, 2024,
and before January 1, 2029, gross income does not include any Chiquita
Canyon elevated temperature landfill event payment amount received by a
taxpayer.

(b) For purposes of this section:

(1) “Chiquita Canyon elevated temperature landfill event” means the
elevated temperature landfill event, beginning on May 1, 2022, that occurred
beneath the Chiquita Canyon Landfill in the County of Los Angeles,
Cdlifornia.

(2) “ChiquitaCanyon elevated temperature landfill event payment” means
any amount received by a taxpayer on or after March 1, 2024, as
compensation for loss, damages, expenses, relocation, suffering, lossinrea
property value, closing costs with respect to real property, including realtor
commissions, or inconvenience, including accessto real property, resulting
from the Chiquita Canyon elevated temperature landfill event, if the amount
was provided by either of the following:

(A) A federa, state, or local governmental agency.

(B) Waste Connections, Inc., any subsidiary, insurer, or agent of Waste
Connections, Inc., or any person related to Waste Connections, Inc.

(c) The payor shall provide, upon request by the Franchise Tax Board,
documentation of the Chiquita Canyon elevated temperature landfill event
payment amount in the form and manner requested by the Franchise Tax
Board.

(d) Thissection shall remain operative only until December 1, 2029, and
isrepealed as of that date.

SEC. 22. Section 25128 of the Revenue and Taxation Code is amended
to read:

25128. (a) Notwithstanding Section 38006, for taxable years beginning
before January 1, 2013, al business income shall be apportioned to this
state by multiplying the business income by a fraction, the numerator of
whichisthe property factor plusthe payroll factor plustwicethe salesfactor,
and the denominator of which isfour, except as provided in subdivision (b)
or (c).

(b) If an apportioning trade or business derives more than 50 percent of
its“ gross businessreceipts’ from conducting one or more qualified business
activities, all businessincome of the apportioning trade or business shall be
apportioned to this state by multiplying business income by a fraction, the
numerator of which is the property factor plus the payroll factor plus the
sales factor, and the denominator of which isthree.

(c) For purposes of this section, a “qualified business activity” means
the following:

(1) For taxable years beginning before January 1, 2025:

(A) An agricultural business activity.
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(B) An extractive business activity.

(C) A savingsand loan activity.

(D) A banking or financial business activity.

(2) For taxable years beginning on or after January 1, 2025:

(A) An agricultural business activity.

(B) An extractive business activity.

(d) For purposes of this section:

(1) “Gross business receipts’ means gross receipts described in
subdivision (e) or (f) of Section 25120, other than gross receipts from sales
or other transactions within an apportioning trade or business between
members of a group of corporations whose income and apportionment
factorsare required to beincluded in acombined report under Section 25101,
limited, if applicable, by Section 25110, whether or not the receipts are
excluded from the sales factor by operation of Section 25137.

(2) “Agricultura businessactivity” means activitiesrelating to any stock,
dairy, poultry, fruit, furbearing animal, or truck farm, plantation, ranch,
nursery, or range. “Agricultural business activity” aso includes activities
relating to cultivating the soil or raising or harvesting any agricultural or
horticultural commodity, including, but not limited to, theraising, shearing,
feeding, caring for, training, or management of animals on a farm as well
as the handling, drying, packing, grading, or storing on a farm any
agricultura or horticultural commodity inits unmanufactured state, but only
if the owner, tenant, or operator of the farm regularly produces more than
one-half of the commodity so treated.

(3) “Extractive business activity” means activities relating to the
production, refining, or processing of oil, natural gas, or mineral ore.

(4) “Savingsand loan activity” meansany activities performed by savings
and loan associations or savings banks that have been chartered by federal
or state law.

(5) “Banking or financial business activity” means activities attributable
to dealings in money or moneyed capital in substantial competition with
the business of national banks.

(6) “Apportioning trade or business’ means a distinct trade or business
whose businessincomeis required to be apportioned under Sections 25101
and 25120, limited, if applicable, by Section 25110, using the same
denominator for each of the applicable payroll, property, and sales factors.

(7) Paragraph (4) of subdivision (c) shall apply only if the Franchise Tax
Board adopts the Proposed Multistate Tax Commission Formula for the
Uniform Apportionment of Net Income from Financial Institutions, or its
substantial equivalent, and shall become operative upon the same operative
date as the adopted formula.

(8) In any case where the income and apportionment factors of two or
more savings associations or corporations are required to be included in a
combined report under Section 25101, limited, if applicable, by Section
25110, both of the following shall apply:

96



— 77— Ch. 17

(A) The application of the more than 50 percent test of subdivision (b)
shall be made with respect to the “gross business receipts’ of the entire
apportioning trade or business of the group.

(B) The entire business income of the group shall be apportioned in
accordance with either subdivision (a) or (b), or Section 25128.7, as
applicable.

SEC. 23. The heading of Part 16 (commencing with Section 36001) of
Division 2 of the Revenue and Taxation Code is amended to read:

PART 16. FIREARM, FIREARM PRECURSOR PART, AND
AMMUNITION EXCISE TAX

SEC. 24. Section 36001 of the Revenue and Taxation Code is amended
to read:

36001. For purposes of this part:

(@) Thefollowing terms shall have the same meaning as those terms are
defined in Division 2 (commencing with Section 16100) of Title 1 of Part
6 of the Penal Code: “ammunition,” “ammunition vendor,” and “firearm
precursor part.”

(b) “Department” means the California Department of Tax and Fee
Administration.

(c) “Firearm” shall have the same meaning as that term is defined in
subdivisions (a) and (b) of Section 16520 of the Penal Code.

(d) “Firearms manufacturer” means any entity licensed to manufacture
firearms pursuant to Chapter 44 (commencing with Section 921) of Title
18 of the United States Code that engagesin any retail sale of afirearm or
firearm precursor part to a consumer in California.

(e) “Grossreceipts’ shall have the same meaning asthat term is defined
in Section 6012.

(f) “Law enforcement agency” means any department or agency of the
state or of any county, city, or other political subdivision thereof that employs
any peace officer who is authorized to carry afirearm while on duty, or any
department or agency of the federal government or a federally recognized
Indian tribe with jurisdiction that has tribal 1and in Californiathat employs
any police officer or criminal investigator authorized to carry a firearm
while on duty.

(g) “Licensed firearmsdealer” shall have the same meaning provided in
Section 26700 of the Penal Code.

(h) “Peace officer” means any person described in Chapter 4.5
(commencing with Section 830) of Title 3 of Part 2 of the Penal Code who
is authorized to carry a firearm on duty, or any police officer or criminal
investigator employed by the federal government or afederally recognized
Indian tribe with jurisdiction that has tribal land in California, who is
authorized to carry afirearm while on duty.

(i) (1) “Retail sale” shall have the same meaning asthat term is defined
in Section 6007.
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(2) (A) For purposes of the excise tax imposed by Section 36011 only,
a licensed firearms dealer, firearms manufacturer, or ammunition vendor
in this state that transfers physical possession of any firearm, firearm
precursor part, or anmunition to a purchaser in this state on behalf of an
out-of -state retailer engaged in business in this state shall be deemed the
retailer of the firearm, firearm precursor part, or ammunition.

(B) Asused in this paragraph, the term “retailer engaged in businessin
this state” has the same meaning as that term is defined in subdivision ()
of Section 6203 and includes, but is not limited to, any retailer that meets
the threshold set forth in paragraph (4) of subdivision (c) of Section 6203
by calculating its total combined sales of tangible persona property for
delivery in this state pursuant to Section 6044.

(C) Asusedin this paragraph, the term “retailer” has the same meaning
asthat term is defined by Section 6015.

(D) This paragraph shall become operative on October 1, 2025.

SEC. 25. Section 36006 is added to the Revenue and Taxation Code, to
read:

36006. This part shall be known and may be cited as the “California
Firearm Excise Tax Law.”

SEC. 26. Section 10010 is added to the Welfare and I nstitutions Code,
to read:

10010. (a) Notwithstanding any other law and to the extent permitted
by federa law, a Chiquita Canyon elevated temperature landfill event
payment received by ataxpayer shall not be considered income or resources
for purposes of determining eligibility for benefits, or the amount of benefits,
under a means-tested program, including, but not limited to, any of the
following:

(1) Childcare and development programs, asdefinedin Section 10213.5.

(2) The Cdifornia Work Opportunity and Responsibility to Kids
(CAWORK ) program, asdescribed in Chapter 2 (commencing with Section
11200) of Part 3.

(8) TheKinship GuardianshipAssistance Payment (Kin-GAP) Program,
as described in Article 4.5 (commencing with Section 11360) of Chapter 2
of Part 3.

(4) The State Supplementary Program (SSP) for Aged, Blind and
Disabled, as described in Chapter 3 (commencing with Section 12000) of
Part 3.

(5) TheMedi-Cal program, asdescribed in Chapter 7 (commencing with
Section 14000) of Part 3.

(6) The Adoption Assistance Program (AAP), as described in Chapter
2.1 (commencing with Section 16115) of Part 4.

(7) Genera assistance programs, as described in Chapter 1 (commencing
with Section 17000) of Part 5.

(8) TheCaFresh program, asdescribed in Chapter 10 (commencing with
Section 18900) of Part 6.

(9) The Cdifornia Food Assistance Program (CFAP), as described in
Chapter 10.1 (commencing with Section 18930) of Part 6.
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(10) The Cash Assistance Program for Aged, Blind, and Disabled L egal
Immigrants (CAPI), asdescribed in Chapter 10.3 (commencing with Section
18937) of Part 6.

(b) Notwithstanding any other law and to the extent permitted by federal
law, aChiquita Canyon el evated temperature landfill event payment received
by ataxpayer shall not be considered income or resources for purposes of
determining eligibility for guaranteed income payments or the amount of
those guaranteed income payments.

(c) For purposes of this section:

(1) “Chiquita Canyon elevated temperature landfill event payment” has
the same meaning as defined in Sections 17157.5 and 24309.9 of the
Revenue and Taxation Code.

(2) “Guaranteed income payments’ means unconditional, recurring,
regular cash payments, whether publicly or privately funded, that are
intended to support the basic needs of eligible recipients, including, but not
limited to, payments provided through pilot programs or projects receiving
funding from the California Guaranteed Income Pilot Program, as described
in Chapter 16 (commencing with Section 18997) of Part 6, or payments
provided through locally funded programs.

SEC. 27. ltistheintent of the Legislature that the amendments made to
Section 36001 of the Revenue and Taxation Code by Section 24 of this act
only apply to retail sales made by out-of-state retailers engaged in business
in this state.

SEC. 28. (& For purposesof complying with therequirementsof Section
41 of the Revenue and Taxation Code, with respect to the exclusions allowed
by Sections 17132.9 and 17132.10 of the Revenue and Taxation Code, as
added by thisact, hereafter known as*“the exclusions,” the L egislature finds
and declares the following:

(1) The specific goals of the exclusions are as follows:

(A) To recognize the loss and sacrifice of our military families and give
them the support that our community owes them.

(B) To provide some financia relief to families that have experienced
not only the loss of aloved one, but also often the loss of the sole income
of the family, and who are now trying to make ends meet on a portion of
that original income.

(2) There is no available data to collect or report with respect to the
exclusions.

(b) Thissection shall remain in effect only until December 1, 2030, and
as of that date is repealed.

SEC. 29. (a) For the purpose of complying with Section 41 of the
Revenue and Taxation Code, as it relates to the exclusions provided by
Sections 17138.7 and 24309.2 of that code, the L egidature findsand declares
both of the following:

(1) That the purpose of the exclusionsisto provide relief to individuals
who have suffered injury, loss, inconvenience, and expenses resulting from
wildfires.
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(2) That thereisno available datato collect or report with respect to the
exclusions added by Sections 17138.7 and 24309.2 of the Revenue and
Taxation Code.

(b) Thissection shall remainin effect only until December 1, 2030, and
as of that dateis repealed.

SEC. 30. (a) For the purpose of complying with Section 41 of the
Revenue and Taxation Codein regardsto the exclusion provided by Sections
17157.5 and 24309.9 of the Revenue and Taxation Code, the Legidature
finds and declares both of the following:

(1) The purpose of the exclusionsisto prevent undue hardship resulting
from the Chiquita Canyon elevated temperature landfill event.

(2) There is no available data to collect or report with respect to the
exclusions added by Sections 17157.5 and 24309.9 of the Revenue and
Taxation Code.

(b) Thissection shall remain in effect only until December 1, 2029, and
as of that dateis repealed.

SEC. 31. Except as provided in Sections 28, 29, and 30 the Legislature
finds and declares that Section 41 of the Revenue and Taxation Code shall
not apply to provisions of this act.

SEC. 32. The provisions of this act are severable. If any provision of
thisact or itsapplication isheld invalid, that invalidity shall not affect other
provisions or applications that can be given effect without the invalid
provision or application.

SEC. 33. The Legidature finds and declares that Sections 17138.7 and
24309.2 of the Revenue and Taxation Code, as added by this act, are
necessary for the public purpose of preventing undue hardship to taxpayers
who reside, or used to reside, in apart of Californiadevastated by wildfire,
and do not congtitute a gift of public funds within the meaning of Section
6 of Article XVI of the California Constitution.

SEC. 34. ThelLegidaturefindsand declaresthat the addition of Sections
17157.5 and 24309.9 to the Revenue and Taxation Code by this act serves
the public purpose of compensating for |oss, damages, expenses, relocation,
suffering, loss in real property value, closing costs with respect to real
property, including realtor commissions, or inconvenience, including access
to real property, resulting from the Chiquita Canyon elevated temperature
landfill event and therefore does not constitute a gift of public fundswithin
the meaning of Section 6 of Article XV1 of the California Constitution.

SEC. 35. No reimbursement isrequired by this act pursuant to Section
6 of Article X111 B of the California Constitution for certain costs that may
beincurred by alocal agency or school district because, in that regard, this
act creates a new crime or infraction, eliminates a crime or infraction, or
changesthe penalty for acrime or infraction, within the meaning of Section
17556 of the Government Code, or changes the definition of acrimewithin
the meaning of Section 6 of Article X111 B of the California Constitution.

However, if the Commission on State Mandates determines that this act
contains other costs mandated by the state, reimbursement to local agencies
and school districts for those costs shall be made pursuant to Part 7
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(commencing with Section 17500) of Division 4 of Title 2 of the Government
Code.

SEC. 36. Thisact is abill providing for appropriations related to the
Budget Bill within the meaning of subdivision (e) of Section 12 of Article
IV of the California Constitution, has been identified asrelated to the budget
in the Budget Bill, and shall take effect immediately.
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