TOP RISKS IMPACTING
FILM TAX INCENTIVE
PROGRAMS

¢ Related-party transactions Production
companies own numerous entities that may
be involved in the production process.
Oftentimes, these same companies provide
services, share employees, or move assets
between them creating a risk that the o
transactions could be inflated above

WAYS TO ADDRESS
THE RISKS

e Provide Fraud Awareness Training to
increase understanding of potential schemes
and to recognize red flags of fraud

e Setup a Program Hotline for reporting
unethical or suspicious activity

Perform Unpredictable Procedures after
attest reports are received to help monitor

market value. and prevent fraud
e Source of funds Most productions require .

e Perform Forensic Procedures to target
specific areas if red flags are identified

significant funding, which creates risks.
Source-of-funds analyses can identify
undisclosed related parties and circular
transactions which may be used to inflate
expenditures.

e Fraudulent expenses A trusted employee
or cunning third party can embezzle funds 1 2 5 M I LLI 0 N
using various schemes (e.g., dummy vendors, m y
ghost employees, fake invoices), which can
inappropriately inflate qualified expenses.

e Unpaid expenditures The financial strain
of an underfunded or overbudget production
creates incentives to misrepresent that
expenditures were paid when in fact they
were not paid.

HORNELLP.COM K 0o
Blog.HORNELLP.com/TheExaminer Q)




G )
THAT'S A

JEFFREY AUCOIN, MBI A £ ALISON MCLENDON
CPA/CFF, CFE, CIA “ -2 1 R CPA, CFE, CIA
Partner V — _ . Senior Manager

jeff.aucoin@hornellp.com R Y 8 alison.mclendon@hornellp.com
225.341.3115 1% / 601.620.5119

HORNELLP.COM EFI Yy 0 ©
Blog.HORNELLP.com/TheExaminer )

FFL-121819




