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The Hawaii Film Office

As if the spectacular locations, welcoming climate, andivelgiroximity to the U.S. mainland
weren't enticing enough, the State of Hawaii offers two diffetex incentives to all U.S.
production companies and producers that may be applied to film and television praduction

1. 15-20% Motion Picture, Digital Media, & Film Production Income Teredit. This is a
refundable tax credit based on a production company's Hawaii expesdittnrile
producing a qualified film, television, commercial, or digital naegroject. The credit
equals 15% of qualified production costs incurred on Oahu, and 20%eametghbor
islands (Big Island, Kauai, Lanai, Maui, Molokai). This tax dreginew and a great
incentive. It was established in 2006 and is commonly referred to as "Act 88."

2. 100% High Technology Business Investment Tax Credit. This oneditestablished by
Act 221 in 2001 and amended by Act 215 in 2004, and is therefore comrateried to
as "Act 221" or "Act 215." It is a non-refundable income taxlitr@pplicable to Hawaii
taxpayers that invest in qualified companies producing "perfuyndrts products,”
including film, television, video, audio, and animation products. The tcigdiqual to
100% of the investment amount, payable over five years.

Are you wondering which benefit is best for you and your productiorsd,lfplease contact
attorney Robert Pafundi, the owner of MGA Talent, for more inébion. In the meantime, the
Hawaii Film Office offers guidelines on which tax advantage is best for you:

15-20% Motion Picture,
Film, and Digital Media
Income Tax Credit under
Hawaii's Act 88

100% High Technology Business
Investment Tax Credit under
Hawaii's Act 221

For whom is this credit
best suited?

Visiting "one-off"
productions or any
individual production over
$200K that already has alll
the funding it needs to begir
production

"Performing arts" companies seekir
to raise investment from Hawalii
taxpayers and planning to remain i
business in Hawaii for at least 5
years

Amount of credit

15% of “qualified
production costs” expended
on Oahu, 20% of “qualified
production costs” expended
on the neighbor islands

100% of investment amount

g



Type of credit

Refundable income tax
credit

Non-refundable income tax credit

Who gets the credit?

Production company that
produces film, TV,

commercial, or digital medid
project

Investor in a qualified "performing
arts" business that produces audio,
video, animation, TV, and film
products

Need Hawaii income tax
liability to benefit from
the credit?

No

Yes

Refund timeframe

After you file a Hawaii
Production Report with the
Hawaii Film Office and an
income tax return and credif
forms with the Tax Dept., it
will take 6-8 weeks to
receive your check

5 years or, as long as it takes to
exhaust the credits if the investor
does not have enough tax liability to
absorb them within 5 years.
Company receiving investment must
be in business in Hawaii for at least
5 years or investors will be subject
to a credit recapture.

Minimum Hawaii
expenditure

$200,000

None, but a company must pass an
activity test (50%-+ of its business
activities are "qualified research,”
and 75%+ of this research is
conducted in Hawaii) or an income
test (75%-+ of its gross income is
from “qualified research” and is
received from products sold from of
produced in Hawaii; or from
services performed in Hawaii.)

Cap

$8 million per production

$2 million per investor per
investment in qualified business pef
year

Credit program
expiration date

December 31, 2015

December 31, 2010




MAY 22-28, 2007

Generous new incentives are
making it more affordable to

film in Hawaii
By Sheri Linden

36-day shoot on Oahu is a sweet proposition by any stan-
dards. Richard Vane, executive producer of Universal’s
upcoming release “Forgetting Sarah Marshall,” couldn’t be
happier with the production’s North Shore digs at the Turtle
Bay Resort, where much of the comic action takes place. He
also knows that until Hawaii increased its production tax credit last year,
such a shoot was, for many projects, an impossible dream.

The “romantic disaster movie” is the first narrative feature by a
studio to take advantage of Act 88, the enactment of which capped a
concerted, years-long campaign by the local industry and film commis-
sions to increase the state’s 4% refundable tax credit.

In more than 20 years as a producer, this marks Vane’s first time
shooting on the islands. But it wasn’t for lack of trying. “We budgeted
for Hawaii, and we budgeted for Mexico,” he says of 1996’s “The
Phantom.” “We eventually shot in Thailand because it was cheaper.”

By all accounts, the new 15% rate (for Oahu; 20% for production on
the Big Island, Kauai, Lanai, Maui and Molokai) is making a crucial dif-
terence for productions large and small. “Act 88 is really designed to
move things forward across the board — television, features, commer-
cials and everything in between,” says state film commissioner Donne

Dawson, whose Hawaii Film Office administers the new credit.

Dawson noticed a “swift change” in both the level of inquiries and
the number of actual applications after the incentive went into effect
July 1. Between then and May 1, approximately 25 registrants for the
credit indicate total anticipated production expenditures of nearly $102
million. Factoring in the credit and the direct and indirect taxes that the
production activities would generate, the state economy would receive
that infusion at a cost of less than $2 million.

“This is a very good return on the state’s investment,” Dawson says.

After years of losing business to states with more aggressive incentive
packages, Hawaii now stands well-positioned in the increasingly
competitive locations game. Soon after the incentive passed, the state
rocketed onto P3/Production Update’s list of the top 10 places to
shoot, securing the No. 5 slot. And within a month of the act’s
adoption, Oahu was hosting its first episodes of NBC’s “Las Vegas,”
which cast the Turtle Bay Resort as a casino.

Honolulu Film Office commissioner Walea Constantinau points to
those episodes of “Las Vegas,” along with “Sarah” and the upcoming
documentary “Morning Light,” as projects that might have landed else-
where if not for Act 88.

The tentatively titled “Light,” under the executive producing helm
of Roy E. Disney and Leslie DeMeuse, will chronicle the recruitment,
training and competition of the youngest crew ever to sail the 2,225-
mile Transpacific Yacht Race between Los Angeles and Honolulu.
Director Mark Monroe will wrap principal photography on the Pacific
High Prods. docu at the finale of the 2007 race in July.

The project, which Buena Vista will release theatrically in 2008, is a par-
ticular success story for Hawaii, Constantinau says. “They could have
based everything in California,” she says. “They didn’t have to do it here.”
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HELLO, DALAI
(LAMA)!

In keeping with its spiritual bent, the
Maui Film Festival will honor the leader
of Tibetan Buddhism

Maui Film Festival, which this year runs June 13-17,

T H prides itself on its ability to offer most of its attendees the
best seats in the house — under the stars of the Hawaiian sky. Three of
its five screening venues are outdoors: the Celestial Cinema in Wailea,
the Maui SkyDome atop the Wailea Beach Marriott Resort & Spa and the
SandDance Theater by the ocean. Such romantic locations have helped
the festival triple its attendance since its launch eight years ago.

Similarly, the festival’s guiding principles are the curatorial equivalent
of a warm ocean breeze. Festival founder and director Barry Rivers says
Maui looks for movies that “inspire, uplift and energize people. It's a
festival that's commit-
ted to the notion of life-
affirming storytelling.”

Those aren’t neces-
sarily values that moti-
vate much of Holly-
wood, and accordingly,
this year’s first festival
honoree is an industry
outsider, albeit one
with some high-profile
friends. The Dalai
Lama received the
festival’s 2007 Visionary Award at a benefactors’ lunch during a late-
April swing through Maui. “We got a ‘yes’ because the word has filtered
out that we’re a festival that’s walking the walk,” Rivers says.

The festival also will honor actress Claire Danes and other film
industry luminaries in June.

Some 8,500 people are expected to descend on Maui to see the
nearly 40 feature-length films and 25 (digital and 35mm) shorts culled
from 1,250 submissions. The schedule is light on fare that’s violent or
explicitly sexual, and it includes a generous helping of documentaries,
accounting for about half of the feature-length choices. Also well-
represented will be interests dear to Rivers’ heart, including extireme
sports, environmentalism and spirituality.

Indeed, opening night is scheduled to feature surfing legend Laird
Hamilton’s as-yet-untitled documentary about stars of the sport. That
will be followed by a feature about extreme sports, as well as “In the
Shadow of the Moon,” ThinkFilm’s upcoming docu about surviving
astronauts of NASA’s Apollo missions. The festival will close with Uni-
versal’s upcoming “Evan Almighty,” starring Steve Carrell and Morgan
Freeman, a modern-day take on the Biblical story of Noah and the ark.

And while film is the primary emphasis, events celebrating Hawaiian
art and culture are an important part of the MFF. Notable events include
the Taste of Wailea, which gathers together the area’s world-renowned
chefs for one night, and evening sky “tours” by astronomy writer
Harriett Witt, who will augment screenings with talks on Polynesian
celestial folklore at the SandDance Theater and the Celestial Cinema.

“We don’t need to be the biggest festival, but we want to be highly
regarded,” Rivers says. “We’re trying to do what little we can to move
the culture in the direction we feel it needs to go.”

Barry and Stella Rivers
flank the Dalai Lama.
Ly

— Irene Lacher
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From left, director Nick Stoller, producer
Judd Apatow and writer-star Jason Segel on the
set of Universal’s “Forgetting Sarah Marshall”
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Disney, a veteran not only of filmmaking but of competitive sailing,
clearly preferred Hawaii to California as a training site for the 15 sailors
— some as young as 18 — who were handpicked for the team. But, he
says, “had it not been for the rebate, it would have been a real question
as to whether we should come over here.”

His producing partner, DeMeuse, says that Act 88 “was really the key
to making our decision because the budget just wasn’t going to allow us
to do much or any training (in Hawaii).”

When even studio-backed projects must weigh budget considera-
tions, the effect of tax incentives on smaller productions can be pro-
found. And because Act 88 is available to projects with production
expenditures as low as $200,000, it “has definitely opened things up,”
Dawson says.

“People have become more confident,” says Brenda Ching, executive
director of SAG’s Hawaii chapter. “Local filmmakers are looking at it
seriously and starting to venture out and have their projects done.”

International interest is on the rise, too. LeRoy Jenkins, president of
Honolulu-based production company Production Partners, considers
the tax credit as being a valuable marketing tool. His company, which
focuses on commercials for a largely Japanese clientele, is already seeing
the results. For his repeat customers, “budgets are increasing because of
the incentive,” Jenkins says; at the same time, Hawaii shoots are becom-
ing a reality for new clients.

“We’re busier than we’ve ever been,” Jenkins says.

Such feedback must be heartening to the industry leaders who
worked for years to overcome legislative resistance to a higher tax
credit. “We were fighting against this pervasive sense that Hawaii is such
a beautiful place, and we have such a unique look that people are going
to come here anyway,” Dawson notes.

Beauty has its pull, but affordability is a powerful inducement. At the
recent Locations Trade Show, the most prominent feature of the state’s
booth was not the arrangements of tropical flowers but a five-foot price
tag that read, “Save 15%-20% on Your Hawaii Spend.” And, Constan-
tinau says, “The document that almost everybody took, without fail,
was the summary of the tax incentive.”

Key to Act 88’s appeal is its simplicity, particularly in comparison with
the state’s investment tax credit — known as Act 221 — which, until
July 2006, was the most significant financial incentive for prospective
productions. As a money-raising tool for production entities establish-
ing a long-term presence in the state, it has been essential. But Act 221,
which provides a dollar-for-dollar tax credit to Hawaiian investors, was
not intended for the one-off projects that are integral to the industry.
It involves a lengthy, complex process.

Act 88, in contrast, offers “business certainty and an immediacy to the
budgeting process for producers,” Constantinau says.

“One of the reasons we were pushing for the increased production tax
credit is that the investment tax credit is a very complicated process,”
says Bryan Noon, head of finance for ABC Television. The network’s hit
series “Lost,” going into its fourth season, is a well-established part of
the local production industry.









