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Via Capitol Website
February 5, 2009
Senate Committee on Ways and Means
Hearing Date: Thursday, February 5, 2009, 9:30 a.m. in CR 211
Testimony in Opposition to SB 199 – Relating to Taxation 

(Sunsets and Repeals all Tax Credits beginning after December 31, 2010)
Honorable Chair Donna Mercado Kim, Vice-Chair Shan Tsutsui and 

Senate Ways and Means Committee Members: 

My name is David 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 Hawaii’s significant natural and cultural resources and public health and safety.
LURF appreciates this opportunity to testify and is in strong opposition to SB 199, which calls for a repeal of all tax credits.  LURF’s opposition is based on the fact that such a repeal of tax credits will significantly impact a number of initiatives already in place for Renewable Energy projects (Section 235-12.5), affordable housing projects (Section 235-110.8), Ko Olina Disney projects (Section 235-110.46), and farmers designating Important Agricultural Lands (Section 235-110.93). Although the State and nation are facing very difficult economic times it would be even more detrimental to take away some of the few existing incentives available that could help jumpstart the economy. 
SB 199.  The bill proposes to repeal of all available tax credits for taxable years will begin after December 31, 2010. It is a blanket attempt to sunset and repeal all state tax credits, without determining which ones are important to keep Hawaii’s economy going. 
The tax credits slated for repeal and sunset under SB 199, include the following:
     (1)  Section 235-12.5 (Renewable Energy Technologies; Income Tax Credit);

     (2)  Section 235-15 (Tax Credits to Promote the Purchase of Child Passenger Restraint Systems);

     (3)  Section 235-17 (Motion Picture, Digital Media, and Film Production Income Tax Credit);

     (4)  Section 235-55 (Tax Credits for Resident Taxpayers);

     (5)  Section 235-55.6 (Expenses for Household and Dependent Care Services Necessary for Gainful Employment);

     (6)  Section 235-55.7 (Income Tax Credit for Low-Income Household Renters);

     (7)  Section 235-55.85 (Refundable Food/Excise Tax Credit);

     (8)  Section 235-55.91 (Credit for Employment of Vocational Rehabilitation Referrals);

     (9)  Section 235-71 (Tax on Corporations; Rates; Credit of Shareholder of Regulated Investment Company);

    (10)  Section 235-110.2 (Credit for School Repair and Maintenance);

    (11)  Section 235-110.3 (Ethanol Facility Tax Credit);

    (12)  Section 235-110.46 (Attractions and Educational Facilities Tax Credit; Ko Olina Resort and Marina; Makaha Resort);

    (13)  Section 235-110.51 (Technology Infrastructure Renovation Tax Credit);

    (14)  Section 235-110.6 (Fuel Tax Credit for Commercial Fishers);

    (15)  Section 235-110.7 (Capital Goods Excise Tax Credit);

    (16)  Section 235-110.8 (Low-Income Housing Tax Credit);

    (17)  Section 235-110.9 (High Technology Business Investment Tax Credit);

    (18)  Section 235-110.91 (Tax Credit for Research Activities); and

    (19)  Section 235-110.93 (Important Agricultural Land Qualified Agricultural Cost Tax Credit).

SB 199 has an effective date of July 1, 2009 and the enactment of legislation establishing any tax credit shall require a 2/3 vote of the members to which each house of the legislature is entitled. 

LURF’s Position.  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, affordable housing projects and infrastructure improvements. Instead of a blanket approach which seeks to repeal all tax credits, a closer analysis should be done evaluating what tax credits were most valuable to stimulating Hawaii’s economy and which went unused and could be deemed unnecessary. 
LURF remains in strong opposition to SB 199, which would repeal all tax credits, and thereby jeopardize current and future projects which have planned and budgeted their construction and operations relying on valuable tax credits and incentives. 

Thank you for the opportunity to express our concerns on this matter.
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