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DTS 202312280958RA
January 5, 2024

The Honorable Ronald D. Kouchi, The Honorable Scott K. Saiki,

President and Members Speaker and Members of the

of the Senate House of Representatives
Thirty-Second State Legislature Thirty-Second State Legislature
State Capitol, Room 409 State Capitol, Room 431
Honolulu, Hawaii 96813 Honolulu, Hawaii 96813

Dear President Kouchi, Speaker Saiki, and Members of the Legislature:

For your information and consideration, | am transmitting a copy of the Department of
Business, Economic Development, and Tourism’s (DBEDT) Report, prepared by the

Creative Industries Division (CID), Hawaii Film Office, on Film Tax Credit Claims and
Expenditures, for year 2022, as required by Act 217, Session Laws Hawaii 2022.

In accordance with Section 93-16, Hawaii Revised Statutes, | am also informing you
that the report may be viewed electronically at: http://dbedt.hawaii.gov/overview/annual-
reports-reports-to-the-legislature/.

Enclosure

@ Legislative Reference Bureau



REPORT TO THE THIRTY-SECOND LEGISLATURE
STATE OF HAWAII
2024 REGULAR SESSION

REGARDING ESTIMATED MOTION PICTURE, DIGITAL MEDIA, AND FILM PRODUCTION
INCOME TAX CREDIT
FOR CALENDAR YEAR 2022

PREPARED BY THE HAWAII FILM OFFICE, CREATIVE INDUSTRIES DIVISION
DEPARTMENT OF BUSINESS, ECONOMIC DEVELOPMENT AND TOURISM

IN RESPONSE TO
Act 217, SLH 2022
PREPARED DECEMBER 2023



REPORT REGARDING THE ECONOMIC IMPACT OF

THE ESTIMATED PRODUCTION TAX CREDIT PURSUANT TO SECTION 235-17(i) (4)

A. INTRODUCTION:

Act 89, SLH 2013, Section 2, amended Chapter 235-17 by increasing the production tax credit to
twenty percent of the qualified production costs incurred by a qualified production in any
county of the State with a population of over seven hundred thousand (Oahu) and twenty-five
percent of the qualified production costs incurred by a qualified production in any county of the
State with a population of seven hundred thousand or less (Neighbor Islands).

Act 143, SLH 2017, amended Chapter 235-17 to include a $35 million tax credit cap which is
insufficient to serve the current number of filing entities and the total aggregate of qualified
expenditures.

Act 275, SLH 2019, Section 2, increased the tax credit cap from $35M to S50M. Based on the
production activity the S50M yearly cap is consistently exceeded and remains insufficient to
expand the growth of the production industry, the local jobs it creates and facilities it critically
needs to build a billion-dollar industry for the state.

B. 2022 ESTIMATED RESULTS FOR QUALIFIED PRODUCTION SPEND §235-17 HRS:

With the new provision of a $50 million cap on credits to be issued annually, CY2022 totals in

the attached matrix were derived from the review and certification of submissions by filers in
their required Hawaii Production Reports (HPRs). The Certification Letters are issued to filers

which then submit to Department of Taxation (DoTAX) along with their Corporate Income Tax
Forms and Tax Credit Forms for review and potential audit by DoTAX, who issues the credit to
filer.

Based on the data from HPRs, qualified spend for calendar year 2022 for 26 qualified
productions was $333,652,780 in qualified expenditures which were certified by the
department to receive $34,430,304 in tax credits. Combined with the carry forward credits
owed from 2021 of $15,569,692 = a combined total of $49,999,995 in credits for calendar
2022.The 2022 carry forward credit amount to 2023 is $27,448,022.

Tax Credit 50M Annual Cap $50,000,000.00

TOTAL ACTUAL Tax Credit Claimed in 2022 $34,430,304.07
Tax Credit amount carry over from 2021 $15,569,691.92

Tax Credit split carry over to 2023 $27,448,022.49




Economic Impact: Based on the expenditure data sets provided, the CY 2022 Qualified spend of
$333,652,780 translates to $577,214,500 in economic activity, $133,460,000 in Hawaii
household income, and $36,034,200 in tax revenues. The documents attached reflect the actual
CY2022 data based on input/output model.

The legislature also requires DBEDT Research and Economic Analysis Division to provide a
detailed cost benefit analysis of HRS 235-17, effective 2019, using granular data to show the
economic impact, leakage, and related metrics. These reports are derived from the HPRs
provided by the Film Tax Credit team in CID. The 2022 report will be issued by READ and
transmitted under separate cover.

D. WORKFORCE DEVELOPMENT CONTRIBUTIONS CY2022:

In calendar year 2022, Hawaii public and charter schools throughout the state were the direct
beneficiaries of the education and workforce development program that has served as a
successful mandate for productions accessing the tax credit. These educational institutions
received both cash and in-kind contributions that are dedicated to supporting that school’s
film/video and digital media programs. The contribution for workforce development in public
schools for CY2022 is $272,631. Internships for college and post graduate opportunities are also
part of the WFD contribution made by the industry.

Recipients Amount

Hawaii Technology Academy $61,776.00
Kalaheo HS - Mustang Media - In addition to PTC 21-011a $50.00
Kalaheo HS -Mustang Media $14,095.00
Keolu Elementary School- Media Programs $1,546.89
Konawaena HS - Digital Media Program $5,000.00
Lahainaluna School - Video Production $1,000.00
Samuel Inoka Kalama Int- Charter School Arts Program $1,557.00
UH- Academy of Creative Media Program $37,881.00
UH Foundation -School of Cinematic Arts $1,750.00
UH HCC - Mele Program $1,000.00
UH Hilo -Performing Arts Dept - Drama Production Fund $1,000.00
UH School of Cinematic Arts $10,315.50
Waianae HS - Searider Productions Foundation $31,185.00
Waianae Intermediate -JSTV $21,201.00
Waiane Intermediate - JSTV $8,774.00
Waiane Searider Productions/ UH Foundation Hilo and Manoa $74,500.00
Grand Total $272,631.39




E. ADMINISTRATION OF CREDIT:

Per Act 217, SLH 2022, the department added a second position to develop a tax credit unit in
CID. Since Spring of 2023, a two-person team of an Accountant and a Program Specialist are
managing the film tax credit program under the supervision of the CID division administrator.
The Accountant V spends 95% of their time on the daily management of the credit program,
and the Program Specialist 85%.

DBEDT’s recommendation contained in the department response to Hawaii State Auditor
Report is now in place with a dedicated full-time unit of two new employees with accounting,
production and data management skills. This Tax Credit Unit in CID provides the program with
the oversight and accounting skills necessary to manage this important program for the state.
The Division and its tax credit team work in collaboration with Department of Taxation (DOTAX)
daily to ensure compliance at all levels. Currently, there are no non-state, or contract
personnel involved in the management of the motion picture, digital media, and film
production income tax credit.

F. DIGITAL MODERNIZATION — FILM TAX CREDIT ONLINE SYSTEM:

The department will launch an online tax credit filing system for both the Production
Registration and HPR submissions, which has been developed by NIC/Tyler and tax credit unit.
Anticipated launch is Q3 FY24. This digital platform will provide more real time data, expedite
Legislative and public reporting process as well as add efficiencies to the operational aspects of
the process internally.

G. UPDATES - ACT 217 SLH 2022:

The Motion Picture, Digital Media and Film production tax credit is performing as the
Legislature intended: Stimulating the economy, creating high paying jobs for Hawaii residents
to serve a clean industry that preserves Hawaii’s natural and cultural resources and provides
valuable marketing exposure for our Islands as a world-class filming and visitor destination.

The Legislature, recognizing the economic value of a thriving film industry to the state, made
the following changes to the tax credit in 2022:

1. Added a new definition of “loan-out company;”
Increased the tax credit amount to 22% for counties with a population over 700,000;
Increased the tax credit amount to 27% for counties with a population of 700,000 or
less;

4. Decreased the qualified production costs to $100,000 from $200,000;



10.

11.

12.

13.

14.

Requires that filers be compliant with Title 14, including tax return filing and payments;
Requires that filers be responsive to the Department of Taxations (DoTax) requests for
additional information and gave a response time of 90 days from when the inquiry or
request was made by the DoTax;

Removed the requirement that a written, sworn statement verification be provided by a
gualified, certified public accountant to the Department of Business, Economic
Development and Tourism (DBEDT);

Requiring that DBEDT send certification letters within seven months of the receipt of the
Hawaii Production Report;

Including a fee that DBEDT may collect from filers, which is equal to .02 percent of the
tax credit claimed by the filer;

Increased the amount that a filer may claim per production, capped at $17,000,000
(previously $15,000,000);

Specifies that a “qualified production cost” does not include any costs funded by any
grants, forgiveable loan or other amounts not included in gross income;

Extends the tax credit program to January 1, 2033. This stability is critical for studios
and television networks in their production planning, especially with television series —
Hawaii’s core economic driver in this sector.;

Provided that DoTax may establish two full-time, permanent auditor positions to exam
claims for this tax credit and appropriated $153,334 for these positions; and

Provided that DBEDT may establish 1 full-time, permanent program specialist position
to review and certify tax credit applications for this program and appropriated $76,666
for this position.



CY 2022 ACTUAL HAWAII EXPENDITURES

Total ACTUAL Qualified SLEAE S L L S on i Income ACTUAL Neighbor Isle Actual Non-Resident Total Extra Hires Total Extra Hires
Production # Prod. Year Type . ~ Actual Tax Credit Claim ACTUAL Qualified State Tax Forgone ACTUAL Qualified Generated on ACTUAL ACTUAL Oahu Expend. Actual Resident Hires N N TOTAL HIRES WEFD Actual NOTES
Hawaii Expenditures N N N N total Hires (Hi Res.) (Non Res)
Expenditures Expenditures Qualified Expenditures
Prod 1** 2022 Feature $ 184,707.00 | $ 36,941.40 | 19,948.36 | $ 2,91837 | 319,543.11 | $ 73,882.80 | $ 184,707.00 | $ - 238 19 143 - 257] $ 2,500.00 [Kalaheo HS Media
Prod 2** 2022 TV Series $ 176,219.00 | $ 35,243.80 | $ 19,031.65 | $ 2,784.26 | $ 304,858.87 | $ 70,487.60 | $ 176,219.00 | $ - 158 22 63 - 180| $ 50. HS - Media - In to PTC 21-011a
Prod 3** 2022 Feature $ 271,055.00 | $ 67,763.75 | $ 29,273.94 | $ 535334 | $ 468,925.15 | $ 108,422.00 | $ - $ 271,055.00 3 - - 3[¢$ 1,000.00 |Lahai School - Video Producti
Prod 4** 2022 TV Series $ 23,976,111.74 | $ 2,397,611.18 [ 2,589,420.07 [ $ 189,411.28 | $ 41,478,673.31 | $ 9,590,444.70 | $ 23,976,111.74 | $ - 1,346 366 701 38 1,712| $ 21,201.00 i Inter -ISTV
Prod 5** 2022 TV Series S 36,584,054.20 | $ 1,754,946.60 | $ 3,951,077.85 | $ 138,640.78 | $ 63,290,413.77 | $ 14,633,621.68 | $ 36,584,054.20 | $ - 763 241 190 35 1,004 $ 8,774.00 (Waiane Inter di -JSTV
Prod 6** 2022 Feature $ 183,979.17 | $ 36,795.83 [ $ 19,869.75 [ $ 2,906.87 | $ 318,283.96 | $ 73,591.67 | $ 183,979.17 | $ - 307 29 235 1 336 $ 2,000.00|UH- Academy of Creative Media Program
Prod 7** 2022 Internet- Feature $ 34,880,915.70 | $ 3,488,091.57 | $ 3,767,138.90 | $ 275,559.23 | $ 60,343,984.16 | $ 13,952,366.28 | $ 34,880,915.70 | $ - 614 296 253 33 910 $ 34,881.00 UH- Academy of Creative Media Program
Prod 8 2022 Commercial $ 437,411.00 | $ 87,482.20 | $ 47,240.39 | $ 6,911.09 | $ 756,721.03 [ $ 174,964.40 | $ 437,411.00 | $ - 68 7 2 - 750 $ 1,000.00 |UH HCC - Mele Program
Prod 9* 2022 TV Movie $ 2,856,771.00 | $ 571,354.20 | $ 308,531.27 | $ 45,136.98 | $ 4,942,213.83 | 1,142,708.40 | $ 2,856,771.00 | $ B 296 28 132 4 324| $ 2,945.00 [Kalaheo HS Media
Prod 10 2022 Commercial $ 461,333.00 | $ 92,266.60 | $ 49,823.96 | $ 7,289.06 | $ 798,106.09 | $ 184,533.20 | $ 461,333.00 | $ - 95 8 - - 103| $ 1,000.00 |[Kalaheo HS Media
Prod 11 2022 TV Series $ 1,543,595.77 | $ 308,719.15 | $ 166,708.34 | $ 24,388.81 | $ 2,670,420.68 | $ 617,438.31 | $ 1,543,595.77 | $ - 254 19 98 - 273| $ 1,546.89 |Keolu Els y School- Media Programs
Prod 12* 2022 TV Movie $ 3,021,284.00 | $ 604,256.80 | $ 326,298.67 | $ 47,736.29 | $ 5,226,821.32 | $ 1,208,513.60 | $ 3,021,284.00 | $ - 285 19 126 5 304| $ 3,050.00 |Kalaheo HS Media
Prod 13 2022 Feature S 352,802.00 | $ 88,200.50 | $ 38,102.62 | $ 6,967.84 | $ 610,347.46 | $ 141,120.80 | $ - $ 352,802.00 37 13 - 50| $ 1,000.00 |UH Hilo -Performing Arts Dept - Drama Production Fund
Prod 14 2022 TV Special $ 446,764.23 | S 110,691.02 | $ 48,250.54 | $ 8,744.59 | $ 772,902.12 | $ 178,705.69 | $ 20,000.78 | $ 426,763.45 55 - - - 55 $ - |Hilo HS - Internship
Prod 15 2022 TV Series S 28,958,125.60 | $ 2,895,812.56 | $ 3,127,477.56 | $ 228,769.19 | $ 50,097,557.29 | $ 11,583,250.24 | $ 28,958,125.60 | $ - 1,403 127 916 21 1,530 $ 10,315.50|UH School of Cinematic Arts
Prod 16 2022 TV Movie $ 3,543,102.00 | $ 708,620.40 | $ 382,655.02 | $ 55,981.01 | $ 6,129,566.46 | $ 1,417,240.80 | $ 3,543,102.00 | $ - 334 24 162 4 358| $ 3,600.00 |Kalaheo HS Media
Prod 17 2022 Commercial S 219,906.00 | $ 43,981.20 | $ 23,749.85 | $ 3,474.51 | $ 380,437.38 | $ 87,962.40 | $ 219,906.00 | $ - 57 8 - - 65| $ 1,000.00 lat HS Media
Prod 18* 2022 TV Series $ 61,775,667.95 | $ 6,177,566.80 | $ 6,671,772.14 | S 488,027.78 | $ 106,871,905.55 | $ 24,710,267.18 | $ 61,775,667.95 | $ - 2,143 421 1,510 95 2,564 $ 61,776.00 [Hawaii Technology Academy
Prod 19 2022 TV Series $ 1,556,679.00 | $ 389,169.75 | $ 168,121.33 | $ 30,744.41 | $ 2,693,054.67 | $ 622,671.60 | $ - S 1,556,679.00 2 7 - - 9| $ 1,557.00 |Samuel Inoka Kalama Int- Charter School Arts Program
Prod 20 2022 TV Series $ 1,068,818.00 | $ 213,906.75 | $ 115432.34 | $ 16,898.63 | $ 1,849,055.14 | $ 427,527.20 [ $ 1,065,955.00 | $ 2,863.00 32 7 - - 39 $ 1,750.00 |UH Foundation -School of Cinematic Arts
Prod 21 2022 TV Series S 9,292,172.79 | $ 1,161,521.56 | $ 1,003,554.66 | $ 91,760.20 | $ 16,075,458.93 | $ 3,716,869.12 | $ 4,200.00 | $ 9,287,972.79 67 158 - 225( $ 5,000.00 |Konawaena HS - Digital Media Program
Prod 22* 2022 TV Series $ 27,879,854.36 | $ 2,782,168.00 [ $ 3,011,024.27 | $ 219,791.27 | $ 48,232,148.04 | $ 11,151,941.74 | $ 27,879,854.36 | $ - 1,279 205 646 29 1,484| $ 27,880.00 HS - Searider Pro i Fi d
Prod 23 2022 Feature $ 44,159,567.93 | $ 4,415,956.80 | $ 4,769,233.34 | $ 348,860.59 | $ 76,396,052.52 | $ 17,663,827.17 | $ 44,159,567.93 | $ - 1,114 265 677 17 1,379 $ - [UH Manoa - Interships - School of Cinematic Arts
Prod 24* 2022 TV Series $ 45,592,792.00 | $ 5,114,892.52 | $ 4,924,021.54 | $ 404,076.51 | $ 78,875,530.16 | $ 18,237,116.80 | $ 32,208,940.00 | $ 13,383,852.00 799 259 283 - 1,058| $ 74,500.00|Waiane Searider Productions/ UH Foundation Hilo and Manoa
Prod 25 2022 TV Series $ 3,305,324.00 | $ 661,064.80 | $ 356,974.99 | $ 52,224.12 | $ 5,718,210.52 | $ 1,322,129.60 | $ 3,305,324.00 | $ - 233 33 36 - 266| $ 3,305.00|Waianae HS - Searider Productions Foundation
Prod 26* 2022 Feature S 923,767.27 | S 185,278.33 | $ 99,766.87 | $ 14,636.99 | $ 1,598,117.38 | $ 369,506.91 | $ 913,269.70 | $ 10,497.57 23 14 37| $ 1,000.00 |UH- Academy of Creative Media Program
$ -8 - s -8 - $ - -
*split year filings - 1st filing Yr S - |s - s - S -
** split year filings - 2nd filing yr ITOTALS $ 333,652,779.71 | $ 34,430,304.07 | $ 36,034,500.21 | $ 5,371,619.23 | $ 577,219,308.90 | $ 133,461,111.88 | $ 308,360,294.90 | $ 25,292,484.81 12,005 2,595 6,173 I 282 14,600 | $ 272,631.39

Tax Credit 50M Annual Cap

TOTAL ACTUAL Tax Credit Claimed in 2022
Tax Credit amount carry over from 2021
Tax Credit split carry over to 2023

50,000,000.00

34,430,304.07

15,569,691.92

27,448,022.49

Total Television

Total Features

Short Film

Total Web Series

Total Documentaries

Total Commercials

Total Internet

Total Music Videos

Total Qualified Prod
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