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Chair Nakashima, Vice Chair Keohokalole, and Members of the House
Committee on Economic Development and Tourism.

The Department of Business, Economic Development and Tourism
(DBEDT) supports the intent and offers comments on HB590, which seeks to 1)
establish a film commission; 2) repeal the Hawaii Television and Film
Development Board; 3) rename the Hawaii Television and Film Development
Special Fund; 4) Broaden the sources of revenue for a creative media and film
infrastructure special fund and; 5) amend the purposes of the use of the fund,
while retaining the Hawaii Film Office (HFO) of Creative Industries Division
(CID), DBEDT.

DBEDT supports establishing a special fund within the department to
capture studio rents from the existing Hawaii Film Studio, as well as expanding
the revenue sources, providing these funds are utilized for existing and new
infrastructure development.

We have concerns establishing a “Film Commission” that would operate
along-side the current Hawaii Film Office in CID/DBEDT, which is currently
recognized as the State’s Film Commission by the industry within and outside of
the State. Currently, the state and county film offices work collaboratively as the
Film Offices of the Hawaiian Islands (FOHI) and are members of the Association
of Film Commissioners International (AFCI) which is comprised of more than 200
film commissioners from around the world.



DBEDT would support the establishment of a Creative Industries Advisory
Group to provide guidance to the Creative Industries Division and its branches,
comprised of creative sector industry professionals to provide a conduit for
ongoing dialogue with our creative community to better serve the industry and
provide new business development and career opportunities for Hawaii’'s creative
workforce.

Attached is a mark-up draft for your consideration. Thank you for the
opportunity to testify on this measure.
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A BILL FOR AN ACT

RELATING TO THE CREATIVE MEDIA INDUSTRY.

BEIT ENACTED BY THE LEGISLATWE OF THE STATE OF HAWAIIL: *

SECTION 1. The purpose of this Act is to:
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(2) Repeal the Hawaii television and £ilm developument

board, which has been inactive for about ten vears,

along with the grant and venture capital programs to

be implemented by the board;

{3} Rename the Hawaii television and £ilm development

gpecial fund as the creative media and film

infrastructure special fund;

(4) Broadén the sources of révenue for the creative media

and £ilm infragtructure gpecial fund; and

{5) Amend the purposes for which the creative media and

film infrastructure special fund may be used,
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H.B. NO. 590
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H.B. NO. 510
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SECTION 3. Chapter 237, Hawail Revised Statutes, is

amended by adding a new section to be appropriately designated

and to read as follows:

"§237-~ Hawaii film studic. This chapter ghall not apply

to amounts received from:

(1) The improvements of the Hawaii film studio under a

financing agreement pursuant to chapter 37D; or

(2) The operations of the Hawaii film studio."

SECTION 4. Chapter 201, Hawaiil Revised Statutes, is
amended by amending the title of part IX to read as follows:

» [4] PART IX. [} —HAWAII-TELEVISION] CREATIVE MEDIA

AND FILM DEVELOPMENTY
AECTION 5. Secticn 201-111, Hawaii Revised Statutes, is
amended to read ag follows:

" [$]1§201-111[3] Definitions. Ag used in this part:

Lipligible—Hawaii-preject'—eor—Iprojeet!-means—as

HER LRB 17-0150.doc
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rCreatdive media® includes film, motlion pictures,

teievisionA and digital media as defined in gection 235-17.

"Department® means the department of business, economic

development, and tourism.”

SECTION 6. Section 201-113, Hawaii Revised Statutes, is
amended to read as follows:

n[£]€201-113 [—Hawaii—television] Creative media and film

[development] infrastructure special fund. (a) There is

established in the state treasury the [Hawaii-telewvisiesn]

creative media and film [develepment] infrastructure special

fund into which shall be deposited:
(1} Appropriations by the ledislature;
(2) Donations and contributions made by.private
individuals or organizations for deposit into the
fund;

(3) Grants provided by govermmental agencies or any other

source; [axmd

{4) :All revenues, fees, and charges from the rental and

operation of the Hawaii film studio;

HBE LRB 17-0150.doc
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H.B. NO. 540

(5) &All revenues, fees, and charges from the processing of

film permits pursuant to section 201-14; and

(6) All revenuesg, [ees, ahd charges E£rom the processing of

the motion picture, digital media, and £ilm production

income tax credit pursuant to gection 235-17.

(b) The fund shall be used by the [beard-te—assist—in—and

HB LRB 17-0150.doc 3
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H.B. NO. S0

department to provide for:

{1) Operations, repair, and maintenance of the Hawaii film
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{3) Programs and initiatives for creative media industry

development; and

{4) Programs that expand the skill sets of Hawaii's

regident workforce ih the creative media and f£ilm

industries,

SECTION 7. Section 238~1, Hawail Revised Statutes, is
amended by amending the definition of "use" to read as follows:

"rgset (and any nounal, wverbal, adjectival, adverbial, and
other equivalent form of the term) herein used interchangeably
means any use, whether the use is of . such nature as to causge the
property, serviceé, or contracting to be appreciably consumed or

not, or the keeping of the property or services for such use or

EB LRB 17-0150.doc ) 12
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for sale, the exercise of any right or powér over tangible or
intangible personal property incident to the ownership of that
property, and shall include control over tangible or intangible
property by a seller who is licensed or who should be licensed
under chapter 237, who directs the ilmportation of the property
inte the State for sale and delivery to a purchaser in the
State, liability and free on board (FOB) to the contrary
notwithstanding, regardless of where title passes, bét the term
"uge™ ghall not include:

{1) Tewporary use of property, not of a perishable ox.
guickly consumable nature, where the property is
imported into the State for temporary use (not sale)
therein by the person importing the same aﬁd is not
intended to be, and is not, kept permanently in the
State. TFor example, without limiting the generality
of the foregoing language:

{a) In the case of a contractor importing permanent
equipment for the performance of a construction
contract, with intent to remove, and who does
rémove, the eguipment out of the State upon

completing the contract;

HB LRB 17-0150.doc
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H.B. NO. 510

(B) In the case of moving picture filmes imported for
gse iﬁ theaters in‘the State with intent or under
contract to transport the same oﬁt‘of the State
after completion of such usej.and

() In the case of a transient visitor importing an
automobile Q£ other belongings inteo the State to
be used by the transient visitor while therein
but which are to be used and are removed upon the
transient visitor's departure from the State;

(2) Use by the taxpayer of property acquired by the
taxpayer solely by way of;gift;

(3) Use which ig limited to the receipt of articles and
the return thereof, to the person from whom acquired,
immediately or within a reagonable time either after
temporary trial or without trial;

(4) Use of goods imported into the State by the owner of a
vessel or vessels engaga@ in interstate or foreign
commerce aﬁd held for and used only as ship stores for

the vessels;

HB LRB 17-0150.doc : 14
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H.B.NO. %40

(5) The use or keeping for use of household goods,
personal effects, and private automobiles imported
into the St;te for nonbusiness use by a person who:
(&) Acquired'th@m in ancther state, territory,

digtrict, or country;

(B) At the time of the acquisition was a bona fide
resident of another state, territory, district,
or country;

(C) Acquired the property for use ocutside the State;
and

(D} Made actual and substantial use thereof outside
this State;

provi&ed that as to an article acquired less than

three months prior to the time of its importation into

the State, it shall be presumed, until and unless
clearly proved go the contrary, that it was acquired
for use in the State and that its use outside the

State was not actual and substantial;

{6) The leasing or renting of any aircraft or the keeping
of any aircraft sclely for leasing or renting to

lessees or venters using the aircraft for commercial

4B LRB 17-0150.doc ‘ 15
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H.B. NO. 540

transportation of passengers and goods or the
acquisition or importation of any such aircraft or
alrcraft engines by any lessee or renter engagéd in
interstate air transportation. For purposes of this
paragraph, "leasing®™ includes all forms of lease,
regardless of whether the lease is an operating lease
or financing lease. The definition of "interstate air
transportation" is the same as in %9 U.5.C. 401023

The use of oceangoing vehicles for passenger or
passenger and goods transportation, from one point to
another within the State, as a public utility as
defined in chapter 2697

The use of material, parts, or tools that are imported
or purchased by a person licensed under chapter 237
[whieh] and are used for.aircraft service and
maintenance [-] or the construction of an aircraft
service and maintenance facility as those terms are
defined in section 237-24.9;

The use of services or contracting imported for resale

where the contracting or services are for resale,

0150 .do 16
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H.B. NO. 540

consumption, ot use outside the State pursuant to
gsection 237-29.53{a)y [=nd]

(10) The use of property, services, or contracting imported
by foreign diplomats and consular officials who are
holding cards issued or authorized by the United
States Department of Staﬁe granting them an exemption
from state taxes[-]; and

(11) The use of material, parts, or tools that are imported

or purchased by a person licensed vhder chapter 237

and are used for the Hawaii film studio, including any

improvements made to the Hawaii film studio under a

financing agreement pursuant to chapter 37D.

With regard to purchases made and distributed under the
authority of chapter 421, a cooperative association shall be
deemed the user thereof. "

SECTTON 8. Section 201-112, Hawaii Revised Statutes, is

repealed.

HE LRB 17-0150.doc 17
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effogtuate—thepurpeses—of-thio parkt"]
SECTION 9. Section 201-114, Hawali Revised Statutes, is

repealed.

SECTION 10. There is appropriated out of the general

revenues of the State of Hawaii the gum of $ © or so mudch
thereof as.ﬁay be necessary for fiscal year 2017-2018 and the

gsame sum or so much thereof as may be necessary for fiscal year

HB LEB 0150 .doc ‘ A - ' ) ' 18
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H.B. NO. 510

2018-2019 to be deposited into the creative media and film
infrastructure special fund.

SECTION 11; ‘There 1sg appropriated ocut of the creative
media and film infrastructure speciai fund thé suﬁ of § ‘l or
so much theveof as way Bé‘ﬁécess#ry for fiscal year 2017-2018

and the same sum or so much thereof as fiay be necessary for

fiscal vear 2018-2019 for the purposes of the fund.

The sums appropriated shall be expended by the department

of business, economic development, and tourism for the purposes

of this Act.

SECTION 12, Notwithstanding the establlshment of the dReATivE

il W DUsTiES W FHLO P

13
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15
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Hawaitt statesfiin-conmissdion as provxded in this Act, the f£ilm

industry branch within the department of business, economic

development, and teuraﬁiyshall contlnue to be malntalned without
A

any reduction in staffing or funding and all officers and

employees in the branch shall continue to perform their

runder this Act.

functions and duties ol EEEEE—"
SECTION 13. Statutory matexrial to be repealed is bracketed

and stricken. New statutory material is underscored.

HB LEB 17-0150.doc ' : 20
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SECTION 14.  This Act shall take effect on July 1, 2017.

wrrovucEd BY: _ (Y1 N M4l

JAN 28 2017
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H.B. NO. DA0

Report Title:

Creative Media Industry; Creative Media and Film Infrastructure
Special Fund; General Excise Tax; Use Tax; BAppropriation

Description: FEATIVE (NDUSTE m;%ww, w&; LA
Establishes the Hawaii ZmeConmissteon while retaining the
Film Industry Branch of DEEDT. Repeals the Hawaii Television
and Film Develcopment Board along with the grant and venture
capital programs to be implemented by the Board. Renames the
_Hawa11 Televigion and Film Development Special Fund as the
Creative Media and Film Infrastructure Specizl Fund. Expands
funding sources for the Creative Media and Film Infrastructure
Special Fund to support creative industries development within
the Department of Buginess, Economic Develeopment, and Tourism.
Amends ‘the purposes for which the Creative Media and Film
Infrastructure Special Fund may be uged. Provides general
excise and use tax exemptions for operations and improvements of
the Hawaii Film Studio. Makes an appropriation.

The summary description of legislation appearing on this page Is for informational p_zifpczse.s only and is
not legisfation or evidence of legisiative infent.
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TESTIMONY OF
THE DEPARTMENT OF THE ATTORNEY GENERAL
TWENTY-NINTH LEGISLATURE, 2017

ON THE FOLLOWING MEASURE:
H.B. NO. 590, RELATING TO THE CREATIVE MEDIA INDUSTRY.

BEFORE THE:

HOUSE COMMITTEE ON ECONOMIC DEVELOPMENT AND BUSINESS
DATE: Friday, February 10, 2017 TIME: 9:00 a.m.
LOCATION: State Capitol, Room 309

TESTIFIER(S): Douglas S. Chin, Attorney General, or
Margaret S. Ahn, Deputy Attorney General

Chair Nakashima and Members of the Committee:

The Department of the Attorney General provides the following comments.

This bill establishes a new Hawaii State Film Commission. Two of the
Commission’s members shall be appointed by the Governor pursuant to section 26-34,
Hawaii Revised Statutes (HRS), “provided that each member shall hold office until the

member’s successor is appointed and confirmed by the [s]enate.” (Emphasis added).

This proviso is not in conformance with section 26-34(b), HRS, which provides:

(b) Any member of a board or commission whose term has expired and
who is not disqualified for membership under subsection (a) may continue in
office as a holdover member until a successor is nominated and appointed; . . .
(Emphasis added).

Because section 26-34, HRS, contains the holdover provision in subsection (b),
additional holdover wording is not necessary.

To avoid a conflict between the statutes, we recommend that page 2, lines 11-14,
of this bill be amended to delete the proviso and to read:

(b) The commission shall be composed of seven members, two of whom
shall be appointed by the governor pursuant to section 26-34.

We respectfully recommend that this bill be amended as described above.

677652_1



MARIA E. ZIELINSKI
DIRECTOR OF TAXATION

DAVID Y. IGE
GOVERNOR

DAMIEN A. ELEFANTE
DEPUTY DIRECTOR

SHAN TSUTSUI
LT. GOVERNOR

STATE OF HAWAII
DEPARTMENT OF TAXATION

P.0. BOX 259
HONOLULU, HAWAII 96809

PHONE NO: (808) 587-1540
FAX NO: (808) 587-1560

To: The Honorable Mark M. Nakamura, Chair
and Members of the House Committee on Economic Development and Business
Date: Friday, February 10, 2017
Time: 9:00 A.M.
Place: Conference Room 309, State Capitol
From: Maria E. Zielinski, Director

Department of Taxation
Re: H.B. 590, Relating to the Creative Media Industry

The Department of Taxation (Department) appreciates the intent of H.B. 590 and
provides the following comments for your consideration.

Section 2 of H.B. 590 creates the Hawaii Film Commission within the Department of
Business, Economic Development, and Tourism (DBEDT), which, among other duties, will
operate the Hawaii film studio. Section 3 of the measure creates an exemption to the general
excise tax (GET) for certain revenue related to the Hawaii film studio, including revenues from
improvements made to the studio and revenues from the operation of the film studio. Section 7
of the measure creates an exemption to the use tax for certain corresponding items related to the
Hawaii film studio. The measure is effective July 1, 2017.

There are two GET exemptions proposed by this measure. The first is for “amounts
received from... the improvements to the Hawaii film studio under a financing agreement
pursuant to chapter 37D.” It is unclear from the wording of this exemption what taxpayers are
eligible for and what amounts the exemption is for. Specifically, the word “improvements”
should be thoroughly defined. In addition, certification by the Film Commission (DBEDT) will
serve to eliminate any type of confusion as to the amounts exempted.

The second GET exemption is for “amounts received from... the operations of the
Hawaii film studio.” This exemption should definitely be certified by the Film Commission
(DBEDT). Such certification should include the taxpayer’s name, taxpayer’s GET license
number, and the amounts received for operation of the Film Studio.

The use tax exemption in Section 7 of this measure is broadly worded. It applies to
“materials, parts, or tools” imported and “used for the Hawaii film studio, including any
improvements to the Hawaii film studio under a financing agreement pursuant to chapter 37D.”
This provision should be amended to be more similar to the corresponding GET exemption as
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the use tax is meant to complement GET. The Department suggests Film Commission (DBEDT)
certification of this exemption as well.

Finally, the Department requests that GET and use tax exemptions be made applicable
taxable periods beginning January 1, 2018 to allow for the necessary form, instruction and
computer system changes.

Thank you for the opportunity to provide comments.
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RE: HB 590 RELATING TO CREATIVE MEDIA INDUSTRY

Date: Friday, February 10, 2017

Time: 9:00 a.m.

Conference Room 309

State Capitol, 415 South Beretania Street, Honolulu, HI

Aloha Chair Nakashima,Vice Chair Keohokalole and Members of the Committee,

We are the representatives of the film and entertainment industry unions, Brenda Ching, SAG-AFTRA Hawaii
Local, Irish Barber, L A.T.S.E. Local 665, Steve Pearson, American Federation of Musicians’ Local 677 and
Wayne Kaululaau, Hawaii Teamsters & Allied Workers Local 996. Collectively, we represent over 1700
members who work in film, television and new media productions as performers, crew, musicians and drivers in
Hawaii.

We oppose HB 590 portion of the bill to establish a Statewide Film Commission within DBEDT. There needs to
be more discussion on this subject as it affects numerous stakeholders and the community.

The film industry is a vibrant and creative industry. At its core, it promotes the State, provides numerous jobs
and business opportunities for a broad spectrum of local companies and is a proven business and economic
driver for our State.

We appreciate the legislature’s strong support of the industry. Thank you for giving us the opportunity to offer

testimony on this measure.

Brenda Ching Irish Barber Steve Pearson Wayne Kaululaau
SAG-AFTRA Hawaii I AT.S.E. Local 665 AF M. Local 677 Teamsters Local 996

c/o SAG-AFTRA, 949 Kapiolani Blvd., Suite 106, Honolulu, Hawaii 96814 * 8§08-596-0388
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SUBJECT: GENERAL EXCISE, USE, Exemption for Hawaii Film Studio
BILL NUMBER: HB 590

INTRODUCED BY: NAKASHIMA, JOHANSON, KEOHOKALOLE, C. LEE, LUKE,
NISHIMOTO, OHNO, ONISHI, SAN BUENAVENTURA, WOODSON, YAMASHITA,
Takumi

EXECUTIVE SUMMARY: Among other things, this measure provides general excise tax and
use tax exemptions for operations and improvements of the Hawaii Film Studio. If this is
passed, other agencies will be wanting similar exemptions to stretch their budget dollars a little
further.

BRIEF SUMMARY: Adds a new section to HRS chapter 237 that would exempt amounts
received from: (1) the improvements of the Hawaii film studio under a financing agreement
pursuant to chapter 37D; or (2) the operations of the Hawaii film studio.

Amends HRS section 238-1 to provide an exemption from use tax for the use of material, parts,
or tools that are imported or purchased by a person licensed under chapter 237 and are used for
the Hawaii film studio, including any improvements made to the Hawaii film studio under a
financing agreement pursuant to chapter 37D.

EFFECTIVE DATE: July 1, 2017.

STAFF COMMENTS: Because our general excise tax is imposed on the vendor, procurements
by state government agencies are not exempt from tax (the buyer is exempt, but the seller isn’t).
Commonly, the vendor passes on its tax cost to the State, either directly or through a price
adjustment.

Use Tax is normally imposed on a customer when a customer imports goods, services, or
contracting into Hawaii and the seller of those goods, services, or contracting is beyond Hawaii’s
taxing jurisdiction. The State and its agencies are exempt from this tax, but the State’s suppliers
are not. Thus, vendors who import property or services to sell to the State (repair parts for
machinery, perhaps) would be exposed to this tax, normally at the wholesale rate of 0.5%.
Naturally, that cost would be factored into the price charged by the vendor.

Apparently, the tax burden was enough of a drag on the Film Office’s budget that they are now
seeking an exemption to help its budgeted taxpayer money reach a little further. If this
exemption is passed, we can expect to hear from other agencies large and small wanting the
same treatment.

Digested 2/8/2017
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From: Roy Tjioe and Ricardo Galindez
Island Film Group
POB 3261
Honolulu, HI 96801
Ph: 808-536-7955

Aloha Chair Nakashima, Vice Chair Keohokalole and Members of the Committee,

We support HB 590, which seeks to establish a Hawaii State Film Commission
and provide for the expansion of funding sources to support creative industries
development with the following comments and suggestions.

We have been working in Hawaii’s film and television industry since 2001,
starting as attorneys at the Hawaii law firm of Goodsill Anderson Quinn & Stifel
where we represented local, independent and studio clients alike (including the hit
ABC series “Lost” and the Fox series “North Shore”). Since our formation of
Island Film Group in 2007, we have been working full-time as producers of feature
films such as “Princess Kaiulani” and “Soul Surfer”, network and cable television
movies and series such as “Beyond the Break™ for the N Network, as well as local,
national and international commercial productions.

While we support the intent of a state and county-wide film commission, we



believe more discussion needs to take place to determine the appropriate role
of such a commission.

While the state and county film offices have some common goals, there are also
goals and objectives that are specific, both at the governmental and county levels.
History has shown that similar groups have not worked well together. Our
suggestion is that the legislature direct the state and county film offices to to
propose a framework for a group that they believe would be effective and efficient,
and that such proposal be considered in a subsequent legislative session.

The State Film Office is critical to the continued success of our local film and
television industry.

As our film and television industry grows, resulting in increased studio rental fees,
increased permit fees and increased tax credit applications, all of which require
more work on the part of the State Film Office, these fees should go back to the
department that is generating these fees and supporting this important part of our
economy.

Me ke aloha,

Roy Tjioe and Ricardo Galindez
Co-Founders

Island Film Group

Honolulu, Hawaii



DATE: Friday, February 10, 2017
TIME: 9:00 AM
PLACE: Conference Room 309, State Capitol, 415 South Beretania Street

To: House Committee On Economic Development & Business
Rep. Mark M. Nakashima, Chair

Rep. Jarrett Keohokalole, Vice Chair

From: Keoni Fernandez, Makaha Studios

RELATING TO THE CREATIVE MEDIA INDUSTRY - HB 590
In Support
Makaha Studios supports HB 590 Relating To The Creative Media Industry.

We believe the establishment of the Hawai‘i State Film Commission and Creative Media and
Film Infrastructure Special Fund will catalyze our efforts to create a more qualified,
college-educated workforce and sustainable digital media industry on O‘ahu’s west side, which
in turn, will work to support the state’s creative media industry.

We further believe the Hawai‘i State Film Commission and Creative Media and Film
Infrastructure Special Fund will make a positive impact on our community by building capacity
and creating opportunities to expand training and education for youth in Wai‘anae.

Makaha Studios is a small business in Wai‘anae, Hawai‘i, operating as a social enterprise by
and for graduates of Wai‘anae High School Searider Productions’ digital media program. Our
goal is to forge a pathway to success through higher education for youth in our community. The
company's core operations - video production, graphic design, and photography - leverage the
creativity of our staff and college interns. Through the Kauhale Youth Leadership Training
Program, our interns receive monthly stipends and paid tuition to Leeward Community College
to achieve Associate’s Degrees and Certificates in Digital Media, while benefiting from
project-based learning experiences within the creative media industries.

Mahalo piha for allowing us to share our views.
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