[image: image1.png]bty
L | 'Y
i
LAND USE RESEARCH .
FOUNDATION OF HAWAII ‘}==i
700 Bishop Street, Ste. 1928 ‘--..L
Honolulu, Hawaii 96813 \ [ 14
|

Phone 521-4717
Fax 536-0132




Via Capitol Website
February 26, 2009
House Committee on Finance
Hearing Date: February 26, 2009, at 3:00 PM in CR 308
Comments Regarding HB 1743: Relating to Taxation.
(Reduces income tax rate and Repeals various income tax credits)
Honorable Chair Marcus Oshiro Vice-Chair Marilyn Lee and Finance Committee Members:

My name is Dave Arakawa, and I am the Executive Director of the Land Use Research Foundation of Hawaii (LURF), a private, non-profit research and trade association whose members include major Hawaii landowners, developers and a utility company.  One of LURF’s missions is to advocate for reasonable, rational and equitable land use planning, legislation and regulations that encourage well-planned economic growth and development, while safeguarding Hawai’i’s significant natural and cultural resources and public health and safety.
LURF appreciates the opportunity to provide comments regarding HB 1743, which reduces the income tax rate for the lower brackets and repeals various income tax credits and deductions, including tax credits for renewable energy projects, low income housing tax credits for affordable housing and tax credits under Important Agricultural Lands (IAL). 
HB 1743. The purpose of HB 1743 is to (1) reduce the income tax rates for taxpayers in the lower income brackets and (2) repeal select tax credits and deductions. HB 1743 amends, adds and repeals select sections of HRS Chapters 201H, 235, 241, and 431. 

Particularly, HB 1743 will repeal the following sections:

· Section 235-5.5 Individual Housing Accounts

· Section 235-7.3 Royalties Derived from Patents, copyrights, or trade secrets excluded from gross income; 

· Section 235-9.5 Stock options from qualified high technology businesses excluded from taxation; 

· Section 235-12 Energy conservation; 

· Section 235-12.5 Renewable Energy Technologies; 

· Section 235-15 Child Passenger Restraint Systems;
· Section 235-17 Motion picture, digital media and film production;
· Section 235-19 Exceptional trees;
· Section 235-55.91 Employment of Vocational rehabilitation referrals;
· Section 235-110.2 Credit for school repair and maintenance;
· Section 235-110.3 Ethanol Facility;

· Section 235-110.51 Technology Infrastructure Renovation; 

· Section 235-110.6 Fuel Tax Credit for commercial fishers;

· Section 235-110.7 Capital Goods Excise tax credit;

· Section 235-110.8 Low Income Housing tax credit;

· Section 235-110.9 High Technology business investment tax;

· Section 235-110.91 Tax credit for research activities; and

· Section 235-110.93 Important Agricultural land qualified agricultural cost. 

The effective date is January 1, 2010 and applies to taxable years beginning after December 31, 2009 and will be repealed on December 31, 2015, unless otherwise amended. 
LURF’s Position. Although the State and nation are facing very difficult economic times it would be even more detrimental to repeal some of the few existing incentives available that could help jumpstart Hawai’i’s economy. The effects of a reduction and repeal of such tax credits will directly affect current and imminent projects that have already solidified their budgets in reliance of tax credits. HB 1743 will negatively affect renewable energy projects, affordable housing projects, and farmers and agricultural land owners who voluntarily designating their lands as “Important Agricultural Lands” (IAL).
Impact on IAL. For example, tax credits under Section 235-110.93 incentivize farmers to invest in agricultural infrastructure and operations on lands designated under Act 233 (2008) as Important Agricultural Lands (IAL). IAL tax credits under Act 233 (2008) also assist farmers with initial costs of farming, especially during these difficult economic times. 

Impact on Affordable Housing. Reducing the amount of tax credits allowable for affordable housing projects would exacerbate Hawaii’s existing housing shortage crisis. In 2007, the Administration convened a statewide task force to identify barriers to affordable housing development in Hawaii and to recommend appropriate solutions. The Affordable Housing Regulatory Barriers Task Force comprised of representatives from the counties, business, labor, developers, architects, non-profit providers of services, the state and the legislature worked for two years to recommend solutions to address barriers to affordable housing. The initiation of this Task Force illustrates the need of affordable housing in Hawaii and how critical it is to Hawaii’s people. Thus, support of the Low Income Housing Tax Credit is not only important on a national level, but also very important to our people in the State of Hawaii.

Impact on Renewable Energy Projects. Similarly, the Renewable Energy Technology Tax Credit, which falls under HRS §235-12.5 will also be affected. This tax credit is important because it provides incentives for homeowners and developers for renewable technologies that take away from the use of fossil fuels. Renewable Energy Tax credits were established in 1976 under Act 189 (amended 11 times) to encourage private investment in renewable energy systems and since then, these incentives have proven successful, beneficial and cost effective. The intent behind renewable energy technology tax credits remains the same since 1976 which has been to protect our environment, reduce pollution, make housing more affordable, and enhance Hawaii’s economy. HB 1743 will adversely affect current and future projects which involve renewable energy technology. 

For the reasons mentioned above, LURF requests that the following tax credits not be repealed:  

· Renewable Energy projects (Section 235-12.5); 

· Low Income Housing Tax Credit (Section 235-110.8)   and
· Farmers designating Important Agricultural Lands (Section 235-110.93).
While we agree that as a state and nation, we must determine where and what needs trimming in government, we must not take away from the investors that help to stimulate the economy.  Tax credits can help the construction industry which is involved in resort development, preservation of local agriculture and infrastructure improvements. 

We understand the need to repeal or reduce tax credits; however, we are willing to work collaboratively with the legislature and state agencies to do a closer analysis to evaluate what tax credits are most valuable to stimulating Hawaii’s economy and which went unused and could be deemed unnecessary or of lower priority. 

Based on the above, we respectfully request that the above-mentioned Tax Credits not be repealed as proposed by HB 1743. 
Thank you for the opportunity to testify. 
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