
 
 

STATE OF LOUISIANA 
 
 

OFFICE OF   
STATE INSPECTOR GENERAL 

 
 

 
 
 

MOTION PICTURE TAX CREDITS 
 
 

 
Date Released:  

 
January 10, 2008 

 
File No. 2-08-0001 





MOTION PICTURE TAX CREDITS 
 

 
   

 
Louisiana Office of State Inspector General        

 

Table of Contents   
 
 
 
 
 

 
 

Letter to the Governor 
 
Executive Summary……………………………………………………… 
 

1

Background……………………………………………………………...... 
 

2

Scope and Methodology………………………………………………… 
 

6

Findings and Recommendations 
 

Proposed Program Rules Appear Sufficient to Meet the Law’s 
Requirements…………………………………………………..…. 

7

Potential Exists for Duplicate Tax Credits for Single 
Expenditure……………………………………………………….. 
 

9

Department of Revenue Lacks Formal Policies and 
Procedures to Track Tax Credits………………………………. 

11

Division of Administration Lacks Formal Policies and 
Procedure for Apportioning Film Credits……………………... 

13

Appendix A –   Responses 
 
Louisiana Department of Economic Development 
Division of Administration 
Louisiana Department of Revenue 
 

Appendix B –   Film Tax Incentive Programs by State 





 MOTION PICTURE TAX CREDITS 
 

 
Louisiana Office of State Inspector General      1  

 

Executive Summary   
 
  
Review Initiation 
 
In September 2007, the Office of State Inspector General began an inquiry into 
the potential for duplicate motion picture tax credits being issued for single 
expenditures.  The Office of Entertainment Industry Development (OEID), within 
the Department of Economic Development, issues and approves the tax credits 
and the Louisiana Department of Revenue (LDR) processes them.  
 
Our review’s objectives were as follows: 

• Ensure rules governing motion picture tax credits were in place to meet 
legal requirements 

• Identify areas where duplicate benefits of tax credits could occur 

• Document how motion picture tax credits are tracked and managed. 

 
 
Review Results 
 

• The rules created by the Department of Economic Development Office of 
Film and Television appear sufficient to meet the requirements of Act 456 
of the 2007 Regular Legislative Session.  (page 9) 

 
• The risk of duplicate benefits from motion picture tax credits exists, but 

some measures are in place to minimize the possibility.  (page 11) 
 

• The Louisiana Department of Revenue (LDR) tracks the motion picture 
tax credits manually, but would be more effective if it used an electronic 
database. In addition, LDR does not have formal written policies and 
procedures for processing and tracking motion picture tax credits issued 
and transferred. (page 13) 

 
• The Division of Administration does not have rules or policies on how it 

structures the redemption of tax credits earned for infrastructure projects.  
(page 15) 
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Background  
 
Louisiana and many other state governments provide financial incentives to 
entice companies to produce motion pictures and related activities in their states. 
 
Act 456 of the 2007 Regular Legislative Session states that the primary objective 
of the motion picture investor tax credits is to encourage development in 
Louisiana of a strong capital and infrastructure base for motion picture film, 
videotape, digital, and television program productions in order to achieve an 
independent, self-supporting industry.  
 
According to officials at the Office of Film and Television, as of December 14, 
2007, 33 infrastructure projects were either approved or pending the certification 
process.  These projects indicated total estimated budgets of over $3.64 billion 
and associated tax credits of $1.46 billion.  In addition, according to an official at 
the Division of Administration, $480 million of infrastructure tax credits are 
expected to be taken over fiscal years 2008 through 2011.  Also according to 
officials at the Office of Film and Television, since the inception of production 
investor tax credits, $374,530,449 of production investor tax credits have been 
issued as of December 14, 2007. 
 
Three state departments play roles in managing the motion picture investor tax 
credits: 

• Department of Economic Development 

• Department of Revenue 

• Division of Administration  
 
The Office of Entertainment Industry Development (OEID), formerly the 
Governor’s Office of Film and Television Development, is placed within the 
Department of Economic Development.  The Office of Film and Television (OFT), 
which is within OEID, oversees the motion picture tax credits.  OFT reviews the 
application for a motion picture production or infrastructure project and 
determines if it qualifies for the motion picture tax credit.  OFT then issues a letter 
pre-certifying the production or project for the tax credits. 
 
By law, prior to any certification of the expenditures of a state-certified production 
or state-certified infrastructure project and the issuance of any investor tax credit, 
a cost report of production expenditures or infrastructure expenditures audited 
and certified by an independent certified public accountant must be submitted to 
the OEID.   
 
For a motion picture production, the investor in the production periodically sends 
a certified cost report requesting certification of the expenditures.  The OFT 
Director reviews the certified cost report. If satisfied with the report, the OFT 
Director then certifies the expenditure.  An original tax credit certification letter is 
then issued to the investor.  The investor can claim the tax credit against his 
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Louisiana income tax, sell the tax credit to the state or transfer the tax credit to a 
taxpayer or a broker who buys and then sells the tax credits. 
 

State law governing the motion picture investor tax credit as amended by Act 456 
of the 2007 Regular Session of the Legislature is summarized as follows: 
 

INVESTOR TAX CREDIT FOR PRODUCTION  
(AS AMENDED BY ACT 456 OF 2007 REGULAR LEGISLATIVE SESSION) 

Dates  Investor Tax Credit 

10% of actual investment, if base investment** exceeds 
$300,000 and is equal to or less than $8 million. 

For state-certified 
productions* approved by the 

OFT on or after January 1, 
2004 but before January 1, 

2006 15% of total investment, if base investment** exceeds 
$8million. 

25% of base investment, if base investment** exceeds 
$300,000. For state-certified 

productions* approved by the 
OFT on or after January 1, 

2006 but before July 1, 2010 
Additional credit of 10% of payroll in base investment** that is 
expended on Louisiana residents employed with state 
certified production.*** 

20% of base investment, if base investment** exceeds 
$300,000. For state-certified 

productions* approved by the 
OFT on or after July 1, 2010 

but before July 1, 2012 
Additional credit of 10% of payroll in base investment** that is 
expended on Louisiana residents employed with state 
certified production.*** 

15% of base investment, if base investment** exceeds 
$300,000. For state-certified 

productions* approved by the 
OFT on or after July 1, 2012 Additional credit of 10% of payroll in base investment** that is 

expended on Louisiana residents employed with state 
certified production.*** 

    
* The initial certification is effective for a period of 12 months prior to and 12 months after the date of 
initial certification, unless the production has commenced, in which case the initial certification is valid 
until the production is completed. 
    
** Base investment is the actual investment made and expended in Louisiana by a state-certified 
production as production-related costs.  
    
*** If the payroll to any one person exceeds $1 million, this additional credit shall exclude any salary for 
that person that exceeds $1 million.  
    
Source: Prepared by OIG staff using information obtained from LSA R.S. 47:6007 
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For infrastructure projects, the Division of Administration must also review and 
approve the applications.  The OFT, the secretary of DED, and the Division of 
Administration may require the tax credits to be taken and/or transferred in the 
tax period in which the credit is earned or may structure the tax credit in the initial 
certification of the project to provide that only a portion of the tax credit be taken 
over the course of two or more tax years.  The Division of Administration is the 
entity that negotiates the structured redemption schedule of the infrastructure tax 
credits.  Tax credits are earned after a minimum amount of expenditures are 
made. 
 
State laws governing the infrastructure tax credit are summarized below: 
 

INFRASTRUCTURE TAX CREDIT AS AMENDED BY ACT 456 OF 2007 
SESSION 

Dates  Infrastructure Tax Credit 

Credit is 40% of expenditures 
For infrastructure applications 

received before August 1, 2007 Minimum of 20% or $10 million of the total 
base investment expended before credit can 
be earned on expenditures 

Credit is 40% of base investment expended 
on projects in excess of $300,000 

Credit not to exceed $25 million per project 

25% of total base investment must be 
certified before any credits may be earned 

For infrastructure applications 
received after August 1, 2007 and 

before January 1, 2009 
No tax credit allowed for expenditures after 
December 31, 2008 unless 50% of total base 
investment has been expended prior to that 
date.  Expenditures may be finally certified at 
a later date 

Source: Prepared by OIG staff using information obtained by LSA R.S. 47:6007 
 
 
The Department of Revenue tracks the issuance, transfer and claiming of tax 
credits for infrastructure and investor tax credits.  The department also reviews 
and processes tax returns claiming either one of those tax credits. 
 
The exhibit on the next page summarizes the process for issuing and processing 
both types of motion picture tax credits. 
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Scope and Methodology  
 
 
The scope of this review was limited to examining the structure of the motion 
picture tax credits (including infrastructure tax credits).  Our procedures consisted 
of the following: 
 

• Reviewing the laws and rules created regarding the motion picture tax 
credits 

• Examining files 
• Interviewing officials at OFT, LDR and the Division of Administration. 

 
We collected information from other states on their motion picture tax credit 
programs.  This information is included in Appendix B.  We did not audit or verify 
this information.  It is included for informational purposes only. 
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Proposed Program Rules Appear Sufficient to 
Meet the Law’s Requirements 
 
We found the proposed rules governing the motion picture tax credit program are 
generally sufficient to meet the state law’s current requirements.  We compared 
the motion picture investor tax credit program rules as published in the October 
20, 2007 Louisiana Register to state law as enacted by Act 456 of the 2007 
Regular Legislative Session.  These rules have not yet been promulgated. 
 
In late 2006 and early 2007, the Senate Committee on Revenue and Fiscal 
Affairs criticized OFT for not having rules in place for the motion picture investor 
tax credits as required by the 2005 act.  DED published the rules in the March 
2007 issue of the Louisiana Register as emergency rules. The Senate 
committee’s concerns were as follows: 
 
 1. The adoption of emergency rules prior to approval by the committee 

violated RS 47:6007 (D)(1) 

 2. The rules did not meet the criteria for an emergency rules as set forth in 
RS 49:953 (B)(1) 

 3. The rules did not provide equal and fair treatment to everyone in the 
industry 

 
Due to the reasons cited above, OFT amended and resubmitted the rule changes 
in the April 20, 2007 Louisiana Register. 
 
Substantive amendments to the laws governing motion picture tax credits in the 
2007 Regular Legislative Session caused OFT to wait until the legislative 
session’s conclusion to republish the rules to include the changes in the July 
2007 Louisiana Register. 
 
After hearing comments from the public regarding the rules published in the 
October 20, 2007 Louisiana Register, substantive changes were made. The 
latest changes to the rules will be published in the December 20, 2007 Louisiana 
Register.   A public hearing will be held on January 24, 2008 for oral comments 
on the rules as published.  If there are no further changes, the proposed rules 
have to be reviewed by the Senate Committee on Revenue and Fiscal Affairs; 
House Committee on Ways and Means; Senate Commerce, Consumer 
Protection, and International Affairs Committee; and the House Committee on 
Commerce. 
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Potential Exists for Duplicate Tax Credits  for 
Single Expenditures 
 
 
Concerns have been raised over the possibility of investors/taxpayers receiving 
duplicate benefits from motion picture tax credits.  While we did not find any 
specific situations, we are concerned there are some situations that could lead to 
investors/taxpayers receiving tax credits in excess of the amount to which they 
are entitled.  Some potential situations are as follows: 
 

1. More than one investor could claim motion picture tax credits for the 
same expenditures without OFT readily detecting it. 

2. An investor could submit unqualified, unreasonable, or previously 
submitted expenditures in its production cost report. 

3. The same expenditures could be used to qualify for other tax incentive 
programs that DED and possibly other state agencies administer. 

 
Under the first potential situation, if multiple certified production companies 
partner on a motion picture project, the same expenditures could be claimed by 
each company toward the tax credits and not be detected by OFT. 
 
For the second potential situation, according to OFT’s Director, controls are in 
place to ensure that tax credits are issued only for “qualifying” expenditures.  
State law requires investors to submit a cost report of a production or 
infrastructure project’s expenditures certified by an independent certified public 
accountant before a final tax credit certification letter is issued. The Director said 
that the OFT has developed instructions for CPAs who audit these expenditures.  
However, there is no criteria for “qualifying” expenditures especially because of 
the nature of the industry.  Furthermore, state law does not set any limit on 
individual or total expenditures for each motion picture production project.  For 
infrastructure projects, state law 1 limits the tax credits to $25 million per project.        
 
For the third potential situation, a motion picture investment company may qualify 
for other tax credit programs based on the same expenditures.  According to the 
motion picture tax credit law [LRS 49:6007(C)(7)], on or after January 1, 2006, a 
state-certified production that receives motion picture tax credits shall not be 
eligible to receive the rebates provided for in the Louisiana Quality Jobs 
Program.  According to an LDR official, the only tax credit similar to the motion 
picture tax credit that could be taken by an investor is the Capital Company 
Credit.  This tax credit is for investing in a Louisiana company and is issued by 
the Office of Financial Institutions.  The LDR official was unaware of any motion 
picture company that has taken both motion picture tax credits and Capital 
Company Credits.  However, state law does not prohibit it. 
 
 
 

                                                 
1 LRS 49:6007 (C)(2)(a) 
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Recommendation:   
 
1. The Department of Economic Development should consider seeking 

further amendments to state law that would accomplish the following: 

• Limit motion picture investors to participation in the motion picture 
investor tax incentives program only. 

• Establish reasonable limits on the total amount of the motion 
picture investor tax credits available per project, similar to the limit 
set on the infrastructure tax credit. 
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Department of Revenue Lacks Formal 
Policies and Procedures to Track Tax Credits 
    
 
LDR does not have formal policies and procedures for processing and tracking 
motion picture tax credits issued and transferred.  The department has created 
“process maps” setting up files and verifying motion picture investment tax 
credits.  These process maps are not as detailed as formal policies and 
procedures would be.  Creating formal policies and procedures for processing 
and tracking motion picture tax credits issued and transferred would help ensure 
consistent processing and tracking of these and other tax credits. 
 
The sole employee responsible for the motion picture tax credits at LDR plans to 
retire in the near future.  This employee tracks the issuance, transfer and 
claiming of tax credits for infrastructure and motion picture investor tax credits.  
This employee also reviews and processes tax returns claiming either one of 
those tax credits. If a tax credit is sold by a broker to a taxpayer, the broker 
sends LDR a copy of the approved transfer letter from OFT and a spreadsheet.  
The spreadsheet lists all of the tax credit transfers and includes the following 
information: 

• Transferee/taxpayer’s name,  

• Transfer date, 

• Transfer amount , 

• Unique identifying number for the production or project.    
 
When a tax return claiming a motion picture tax credit is received, the LDR 
employee pulls the file and checks the balance available to ensure a tax credit 
does not exceed the certified amount.  The available balance is then reduced.  
This process is done manually and none of the information is kept in a formal 
electronic database.  A database would help LDR better track the credits earned, 
credits taken and the remaining balance of each tax credit. 
 
The Post Processing Services Division Director, who oversees this area, is 
currently eligible to retire.   
 
According to officials at LDR, the department plans to create a database and 
post the tax credits on the motion picture companies' account.  At one time, LDR 
had an employee who was assigned to create a database of the motion picture 
tax credits issued, but after Hurricane Katrina that employee was assigned other 
duties.  LDR officials state the department does not currently have the staff 
available to create the database. 
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Recommendations:   
 
2. LDR should develop formal written policies and procedures for processing 

and tracking motion picture tax credits issued and transferred. 
 
 

3. LDR should seek funding, or re-prioritize available funding, to develop a 
database to better track the motion picture tax credits. 
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Division of Administration Lacks Formal 
Policies and Procedures for Apportioning 
Film Tax Credits  
 
 
The Division of Administration does not have written policies and procedures 
detailing how it structures the redemption of infrastructure tax credits. This 
process should be formalized to ensure equal and fair treatment to each 
applicant. 
 
For motion picture infrastructure projects, an added step includes the Division of 
Administration reviewing and approving the applications.  State laws governing 
the issuance of infrastructure tax credits provide that the OFT, the Secretary of 
DED and the Division of Administration may require the tax credits to be taken 
and/or transferred in the tax period in which the credit is earned.  Alternatively, 
the state law allows that in the initial certification of the project only a portion of 
the tax credit be taken over the course of two or more tax years.  The Division of 
Administration negotiates the structured redemption schedule of the tax credits 
with the applicant. 
 
One Division of Administration employee is responsible for negotiating with the 
applicants a structured redemption schedule of the infrastructure tax credits.  
This employee has developed an informal asset amortization schedule, which is 
used as a starting point in the negotiations.  The schedule lists various asset 
types with a corresponding number of years the asset is amortized.  The 
redemption period differs by type of assets with existing real estate having the 
longest period and film specific equipment, usually involving high tech equipment 
having the shortest period.  The Division’s goal is to spread the issuance of 
infrastructure tax credits out over a number of years so that in no one year will 
the state have to absorb a large offset in revenue due to the redemption of these 
tax credits.   The Division keeps track of the amount of infrastructure tax credits 
certified and when they are due to be redeemed to ensure the tax credits do not 
have a major negative impact on the fiscal health of the state in any given year. 
 
After an agreement is reached on the structured infrastructure tax credit 
redemption, the applicant amends the application to include the negotiated 
redemption period, and the application is sent to the Commissioner of 
Administration for approval.   
 
 
Recommendation:   
 
4. The Division of Administration should develop formal written policies and 

procedures for structuring the redemption of infrastructure tax credits to 
ensure equal and fair treatment to each applicant. 
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Twenty-six copies of this public document were published in this first printing at a cost of   
$ 123.96.   The total cost of all printings of this document, including reprints is $ 123.96.   
This document was published by the Office of State Inspector General, State of Louisiana, 
Post Office Box 94095, 150 Third Street, Third Floor, Baton Rouge, LA  70804-9095 to report 
its findings under authority of LSA-R.S. 39:7-8.  This material was printed in accordance with 
the standards for printing by state agencies established pursuant to LSA - R.S. 43:31. 

A copy of this report has been made available for public inspection at the Office of State 
Inspector General and is posted on the Office of State Inspector General’s website at 
www.doa.louisiana.gov/oig/inspector.htm.   Reference should be made to Case No. 2-08-0001.  
If you need any assistance relative to this report, please contact Bruce J. Janet, CPA, State 
Audit Director at (225) 342-4262. 

 

REPORT FRAUD, WASTE, AND ABUSE 

To report alleged fraud, waste, abuse, or mismanagement relative to state programs or 
operations, use one of the following methods: 

•    Complete complaint form on web site at www.doa.Louisiana.gov/oig/inspector.htm 
•    Write to Office of State Inspector General, P. O. Box 94095, Baton Rouge, LA  70804-

9095 
•    Call the Office of State Inspector General at (225) 342-4262 

 

http://www.doa.louisiana/
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