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HOUSE OF REPRESENTATIVES |
TWENTY-FIFTH LEGISLATURE, 2010 HB. NO. 2\{

STATE OF HAWAII

A BILL FOR AN ACT

RELATING TO ECONOMIC DEVELOPMENT.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

SECTION 1. In September 2009, the legislature held
informational briefings relating to the potential impacts on
Hawaii businesses and the film industry arising from the
anticipated position reductions in three programs under the
purview of the department of business, economic development, and
tourism: the film industry branch, the community-based economic
development program:, and the enterprise zone-partnership. In
their findings and recommendations, legislators stressed that
these three programs are important economic generators for the
State, and program staff provide direct services to the public -
services that will be severely curtailed or eliminated if the
positions are vacant.

Of particular concern is the department's stated intent to
reassign "generalists" to perform functions currently performed
by technically-competent "specialists" in mandated programs that
produce significant contributions to the State's economy. The

legislature finds that these actions will provide limited
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savings and the loss of considerable income to the State,
particularly with respect to the film office program, which is
responsible for the mandate to certify the Act 88 (Session Laws
of Hawaii 2006) tax credits pursuant to section 235-17, Hawaii
Revised Statutes. This requirement was intended to assure that
the tax credits would be administered effectively, using the
film office's detailed knowledge of f£ilm, television, and
animation production operations to manage and market the program
efficiently, combined with the specific tax expertise provided
through continuous coordination with the department of taxation.
In the case of the community-based economic development program
and the enterprise zone-partnership, the loss of personnel with
specialized expertise will make it difficult, if not impossible,
to meet the mandates of Acts 124 and 174, Session Laws of Hawaii
2009, which expanded the scope and responsibilities of both
programs.

In addition, the legislature believes that these three
critical income-generating programs can achieve a greater level
of self-sufficiency that reflects their contribution to the
State's economy.

The purpose of this Act is to retain existing, specialized
staff in programs that have substantially contributed to the
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State's economic well-being and ensure greater program
gself-sufficiency by:

(1} Redirecting the income, purposes, and uses of the
Hawail television and film development special fund;
and

{2) Amending the useg of the Hawail community development
revolving fund to include operational fﬁnding and a
funding mechanism for the enterprise zone program.

SECTION 2. Chapter 231, Hawaii Revised Statutes, is

amended by adding a new section to be appropriately designated
and to read as follows:

"§231- Effectiveness of the motion picture, digital

media, and film production tax credit; reporting requirement.

The department of taxation shall use the information collected

and maintained pursuant to section 235-17(h) and (i), to study

the effectiveness of the motion picture, digital media, and film

production income tax credit. The department shall report on

the aggregate amounts of all qualified production costs per

gualified production and per qualified production per taxable

yvear, jobs created by category and by couﬁty, compensation

levels, and other factors as the department of taxation
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determines. The department shall report the results of its

study to the legislature by December 1 of each vyear."

SECTION 3. Section 201-112, Hawaii Revised Statutes, is

amended to read as follows:

"[F1§201-113[]}] Hawaii [telewvisien—and filmdevelopment]
film office special fund. ({a) There is established in the
state treasury the Hawaii [televisionand film development] film

office special fund, into which shall be deposited:

(1) Appropriations by the legislature;

(2) Donations and contributions made by private
individuals or organizations for deposit into the
fund;

(3) Grants provided by governméntal agencies or any other

source; and
[t43 Anv-profits—or other omounts—received—Efrom—venture
capital—dnvestments—]

(4 The first $500,000 or per cent of the net tax

revenue realized by the State in each calendar year

from the economic development impact of the motion

picture, digital media, and film production income tax

credit established under section 235-17.
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Any moneys realized by the State under paragraph (4) shall be

deposited in the Hawaii film office special fund by no later

than July 1 of the vear immediately succeeding the close of the

taxable year from which the tax revenue is derived.
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{3} -]

(b} In determining the amount of tax revenue attributable

to the economic development impact of the motion picture,

digital media, and film production income tax credit established

under section 235-17 for purpose of determining the amount of

tax revenue to be deposited into the Hawaii f£ilm office special

fund pursuant to subsection (a) (4), the department of taxation

shall measure the degree of economic activity generated directly

or indirectly from the motion picture, digital media, and film

production income tax credit, including but not limited to, job

creation, hotel room occupancy, restaurant sales, and other

sources of related income generating activities.

(c) Moneys in the fund shall be used for the operations of

the Hawaii film office, including personnel costs of staff

positions existing on November 1, 2009; provided that the use of

moneys from the fund for current and future personnel costs

shall be limited to those employees performing specialized

duties and assigned solely to the Hawaii film office operations.

(d) For purposes of this section, the department of

taxation shall report annually to the legislature, beginning

~July 1, 2011, on the deposits, appropriations, and balance in
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the Hawaii film office special fund for the immediately

preceding fiscal year ending June 30."

SECTION 4. Section 210D-4, Hawailii Revised Statutes, is

amended to read as follows:

"§210D-4 Hawaii community-based econcmic development

revolving fund; established[+]; funding of community-based

econcnic development program staff, nonprofit community-based

organizations, and for-profit entities in enterprise zones. (a)

There is established a revolving fund to be known as the Hawaii
community-based economic development revolving fund from which
moneys shall be loaned or granted by the department under this
chapter. All moneys.appropriated to the fund by the
legislature, received as repayments of loans, payments of
interest or fees, and all other moneys received by the fund from
any other source shall be deposited into the revolving fund and
used for the purposes of this chapter.

{(b) The department [may] shall use all appropriations and

other moneys in the revolving fund not appropriated for a

designated purpose to [make—grants—eor—teans+]:

(1) Fund the operations of the community-based economic

development program and the enterprise zone program

egtablished under chapter 209E, and the personnel
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costs of those programs' staff positions existing on

November 1, 2009; provided that the use of moneys from

the fund for current and future personnel costs shall

be limited to those employees performing specialized

duties and assigned sclely to the community-based

economic development program or the enterprise zone

program; and

(2) Make grants and loans in accordance with this

chapter."

SECTION 5. Section 201-111, Hawaii Revised Statutes, is

repealed.
[I1E§293 _g;g] Defiﬂitieﬂs. pS :Hseé 3'1:] ‘EFH'S Paft 2
M A £ : 11z e
np 1o he I L4 felevicd I £iim g . I
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for atermof not Tess than three vears,—and that has
l - 1 A ] 4 1 ’ 3
{4} Ceneral—er—limited partnership—interests"]

SECTION 6. Section 201-112, Hawaii Revised Statutes, is

repealed.
[ME§201-112]—H P televisi I £ilm d 1 . 3 ;.
(o) . blished—the i TP 3 £:3
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fte—Theboord moay adopt—rules pursuant—te—chapter 381 —+to
effectuate-the—purposes—of—this—part-"]
SECTION 7. Section 201-114, Hawail Revised Statutes, is

repealed.

["{5201-114]  TInspeetien—of premises and records— The

grant—to—the applicants"]

SECTION 8. Statutory material to be repealed is bracketed

and stricken. New statutory material is underscored.
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SECTION 2. This Act shall take effect on July 1, 2010,

INTRODUCED BY: 4@

JAN 2 2 2010
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Report Title:
Television/Film Development Special Fund; Community-Based
Economic Development Revolving Fund

Description:

Renames the Hawaii television and film development special fund
to the Hawali film office special fund; requires the first
$500,000 or an unspecified per cent of tax revenues realized
from the effect of the motion picture, digital media, and film
production income tax credit to be deposited into the fund;
includes personnel costs as uses of the fund moneys; amends the
Hawaii community-based economic development revolving fund uses
to require that moneys in the revolving fund be used to fund the
community-based economic development program and enterprise zone
program operational and staff costs; repeals unnecessary
television and film development definitions, the Hawaii film and
television development board, grant and venture capital
programs, and other miscellaneous provisions; requires DOTAX to
report annually to the legislature on the effectiveness of the
motion picture, digital media, and film production income tax
credit.

The summary descriplion of legisiation appearing on this page is for informational purposes only and is
not legislation or evidence of legisiative intent.
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