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Via Capitol Website

March 4, 2009

Senate Committee on Ways and Means
Hearing Date: Wednesday, March 4, 2009, at 9:30 AM in CR 211
Testimony in Opposition to SB 1626.  Relating to Taxation
(Amends county surcharge on state tax – State use of Rail Fund)
Honorable Chair Donna Mercado Kim, Vice-Chair Shan Tsutsui 
and Senate Ways and Means 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 respectfully  opposes SB 1626, which will amend Section 248-2.6 of the Hawaii Revised Statutes and allow the state to suspend payment to the City and County of Honolulu of the tax collected from the half-percent surcharge designated to pay for the Honolulu Rail Project for fiscal year 2009-2010.  This bill also extends the duration of the payment period of the county surcharge on state tax by one year to December 31, 2023.  
While we can understand the difficult economic situation of the State government, we must oppose this bill on the basic, sound policy and practice that if government passes a law to impose taxes for a specific purpose (rail transit), and the county has relied on the tax and is prepared to use the funding for a major transit project - - is it not fair or equitable for the State to divert such tax revenue to balance the State’s budget, when there may be other alternatives may be available to the State.   
Background of Honolulu Rail Project.  The City Council and Administration of the City and County of Honolulu (City) have initiated a major mass transit project that has the potential to fundamentally reshape the form and character of Honolulu.  The legislature created a half-percent tax surcharge for Oahu to specifically finance the rail project.  The Council has selected a fixed guideway system and a Locally Preferred Alternative alignment route for the project.  In November 2008, Oahu voters approved the rail project, giving the City the public support to build the rail project. An environmental impact statement has been prepared and appropriate transit oriented development (TOD) land use regulations are being developed for areas along the alignment and around the rapid transit stations.  Rapid transit on Oahu will stimulate more compact development around transit stations, thereby reducing urban sprawl. The more intense use of land will produce community benefits, such as affordable housing, open plazas, and parks.  The rail project will also contribute to the protection of our environment, by reducing the use of fossil fuels and emissions by automobiles and by promoting clean energy to provide transportation.
LURF’s Position. LURF is writing in opposition to SB 1626 because it is borrowing from a fund that was specifically designated to pay for the transit project. If the state diverts the transit tax funds to the State general fund via SB 1626, it will cause a delay of Honolulu’s rail transit project, which will not only increase costs, but could potentially cause Hawaii to miss the opportunity for millions of federal funding dollars for the transit project – which perhaps might kill the project altogether.  LURF is opposed to SB 1626 for, among other things, the following reasons:
· Delays in funding could derail the transit project. Any delay in the project will likely lead to the project being “derailed!” Our congressional delegation have forewarned state officials that any delay in the rail project – and any effort to tamper with the dedicated funding source will send a negative message to Congress that could put federal funding in jeopardy.
· The Transit Project will help stimulate the economy and increase State tax revenues. Due to current economic times, the construction industry is experiencing a slowdown; the transit project is expected to generate an estimated 11,000 jobs over the next eight years.  SB 1626 jeopardizes one of the most important public works projects in Hawaii’s history and endangers federal funding, as well as the investment of private money in the transit-oriented development projects envisioned around each of the train stations.  SB1626 will mean the loss of thousands of jobs and more tax revenue that the city and state governments could use. 
· SB 1626 will postpone Transit Oriented Development and affordable housing. It is important to note that the rail project will not only create jobs, stimulate the economy and decrease traffic from West Oahu, it will also generate investment of private money into transit oriented development projects around each of the transit stations. TOD will also result in the building of more affordable housing, which can be built around transit stations to ease commutes and encourage a walking community. 
· The rail project protects our environment. The rail project provides a “sustainable” and “clean energy” transportation alternative to traffic congestion on Oahu and protects our environment, by reducing the use of fossil fuels and auto emissions.
· Other alternatives to balance the State budget.  We understand that the legislature is facing a very difficult challenge in balancing the State budget; however, we believe that the legislature should strongly support the rail project, as it is one of very few the initiatives which will actually generate more state and county revenue in the coming years. We encourage and support the Legislature’s efforts to seek other alternatives for more revenue or reduction of costs.
Based on the above, we respectfully request that SB 1626 be held in the Senate Committee on Ways and Means. 
Thank you for the opportunity to express our opposition to SB 1626. 
