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This legislation, among othe.r"thfugs, includes a provision exempting lands used for the
production of biodiesel' from'the real property tax;,as well as a, provision requiring the State to
purchase biodiesel crops at a guaranteedprofit to growers, and amends Section 235-7 to include an
inC()me tax exemption for incollle derived fromthe operation ofan oil seed crushing facility.

The Departmenfof Taxation (Department) ,provides comments on this legislation.

REAL PROPERTY EXEMPTIbNS

The De.Partmetlt has,no comments on the real property exemption, other than it will impact
county revenues.

The l)epartment notesthat the mcome tax exemption, listed as subsection (a)(14) ofSection
4 ofthe biD,. is vague."It is unclear whether the tax exemption applies to 100% of income derived
frolll theprocessin~ofoil seedproduced in the State or to 100% ofall income from any facility that
processes any amount of oil seed produced in the State.

REVENUE IMAPCT

This bill will result in an indeterminate revenue loss.
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The D~p~rtrnentofAgriculture believes incentives 1, 2, 4, and 5 have merit.

However, we do have a concemwithJncentive number 3, the proposal forthe State,

through the HDOA~s energy feedstock 'program, to purchase locally-produced biodiesel

feedstock and fuel an(j.determine its disposition. We believe this must bed~alt with in

the privat~ ~ector - between processors, distributors, and retailers. In any case, we

believe it would Qebetterthat these incentive,s be reconsidered upon the completion of

the comprehensive renewable biofuelsplanning framework presently being developed

by the Department ofBusiress, Economic Development, and Tourism (DBEDT),

pursu~nt to Act 253 that Was passed by the 2007 Legisl~ture. In accordance with Act

253, DBEDT is undertaking a bioenergy master plan that will include a Hawaii

renewable biofuels program to manage the State's transiti'on to energy self~$ufficiency

, based in'part orlbiofuel~forpower generation and transportation. The components of

the plan include establishing strC;ltegic partnerships for the, research/development,

testing, and deployment of renewable biofu~ls technologies and prodljction of biomass

crops; evaluation of Hawaii's potential to rely on biafuels as,a signlfiqant renewable

energy resource; supportingbiofuels demonstration prpjects, including infrastructure for

production, storage,~rtdtransPQr1ation of6iofu~ls;pr(jmoting Hawaii's renewable

biofuels resources to PQt€'fltial partners and investors for development in Hawaii as well

as for export purposes;aneJdt?veloping a plan or roadmap to implement commerciaity

viable biofuelsdevel()pmem~

W,e believe that'bio~uel al1dfood"production deserve to be treated as equally

important so the sarn~ cgtls,ideration the ~oard is authorized to givebiofuelsfor nominal

lease rents and by negotiatiorfshoufdcllso be afforded to food crops.


