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Report No. 16-08, Audit of Hawai'i's
Motion Picture, Digital Media, and Film
Production Income Tax Credit

Number of Recommendations: 9

Number of Recommendations Partially or Fully Implemented: 8
Percent Implemented: 89%

In Report No. 16-08, we made a total of 9 recommendations to two
agencies.

Audit Recommendations by Status

Implemented Partially Not
Implemented Implemented

Source: Office of the Auditor

Earlier this year (2018), we issued a formal request for information

on the status of audit recommendations from Report No. 16-08. The
agencies reported that all but one of our recommendations have been at
least partially implemented.
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Recommendation

(1.a.i.) The Department of Taxation should
adopt administrative rules for section 235-
17, HRS, and consider incorporating the
following provisions:
i. Require all productions to obtain an
independent review by a certified public
accountant of qualified production costs
and provide the report to the film office
prior to being certified for the tax credit.

(1.a.ii.) The Department of Taxation should
adopt administrative rules for section 235-
17, HRS, and consider incorporating the
following provisions:
ii. Specify actions that satisfy the
statutory requirement for productions
to make reasonable efforts to hire local
talent and crew.

(1.a.iii.) The Department of Taxation should
adopt administrative rules for section 235-
17, HRS, and consider incorporating the
following provisions:
iii. Require a more reasonable minimum
financial or in-kind contribution and
educational or workforce development
contribution of productions and consider
basing the amount of such contributions
on the amount of a production’s qualified
production costs.

(1.a.iv.) The Department of Taxation should
adopt administrative rules for section 235-
17, HRS, and consider incorporating the
following provisions:
iv. Require productions to provide proof
of the shared-card, end-title screen credit
to the film office prior to being certified
for the tax credit.

Status of Recommendation

In its response to our formal request for information on
status of implementation of audit recommendations,
dated February 14, 2018, the agency reported that this
recommendation has been partially implemented.

Not Implemented

In its response to our formal request for information on
status of implementation of audit recommendations,
dated February 14, 2018, the agency reported that this
recommendation has not been implemented, stating:

“The Department is not the subject matter expert on the

film industry. The Department will consult with DBEDT to
identify the actions that would satisfy the statutory requirement
for productions. Actions that can be identified will be included
when the administrative rules are permanently adopted.”

Implemented

In its response to our formal request for information on
status of implementation of audit recommendations,
dated February 14, 2018, the agency reported that this
recommendation has been fully implemented.

Implemented

In its response to our formal request for information on
status of implementation of audit recommendations,
dated February 14, 2018, the agency reported that this
recommendation has been fully implemented.
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Recommendation

(1.a.v.) The Department of Taxation should
adopt administrative rules for section 235-
17, HRS, and consider incorporating the
following provisions:
v. Require all productions to provide
the following information as part of
submitted post-production reports:
(1) the number of Hawai‘i resident and
non-resident hires by category, such
as above-the-line, below-the-line, and
extras; (2) salary and wage information
for resident actors, producers, directors,
and other hires; (3) salary and wage
information for nonresident actors,
producers, directors, and other hires;
and (4) any other information that DBEDT
determines necessary to estimate the
benefits of the tax credit.

(1.a.vi.) The Department of Taxation should
adopt administrative rules for section 235-
17, HRS, and consider incorporating the
following provisions:
vi. Include a penalty for productions
claiming the tax credit that do not meet
the 90-day filing deadline to submit their
written, sworn statements to DBEDT,
similar to the stipulation for productions
failing to prequalify for the credit by
registering with DBEDT currently in
section 235-17(f), HRS.

(1.b.) The Department of Taxation should
request the Legislature to amend the statute
to address the above recommendations

if the department cannot implement the
recommendations through administrative
rule.
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Status of Recommendation

Implemented

In its response to our formal request for information on
status of implementation of audit recommendations,
dated February 14, 2018, the agency reported that this
recommendation has been fully implemented.

Implemented

In its response to our formal request for information on
status of implementation of audit recommendations,
dated February 14, 2018, the agency reported that this
recommendation has been fully implemented.

Implemented

In its response to our formal request for information on
status of implementation of audit recommendations,
dated February 14, 2018, the agency reported that this
recommendation has been fully implemented.



Recommendation

(2.a.) The Hawai‘i Film Office should
collaborate with READ to identify the
specific production information READ
needs to prepare a comprehensive cost
benefit analysis and/or economic output
estimates that account for the different
categories of jobs created, salaries and
wages of resident and non-resident
production hires, and any other relevant
information.

(2.b.) The Hawai‘i Film Office should
improve its reporting to the Legislature
on the film tax credit by ensuring that the
reported data is accurate, consistent, and
timely.

Status of Recommendation

In its response to our formal request for information on

status of implementation of audit recommendations, dated
March 6, 2018, the agency reported that this recommendation
has been partially implemented.

In its response to our formal request for information on

status of implementation of audit recommendations, dated
March 6, 2018, the agency reported that this recommendation
has been partially implemented.
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