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The HHFDC has serious concerns with H.B. 1739 to the extent that it impacts owners of
affordable rental housing projects that are allocated State Low-Income Housing Tax
Credits pursuant to section 235-110.8, Hawaii Revised Statutes.

The development of affordable rental housing generally requires the leveraging of
various funding sources, including federal and state sources. Currently, five projects
totaling 445 units are being financed with Federal HOME Investment Partnership
Program grant funds and Federal and State Low-Income Housing Tax Credits.

We also note that under the American Recovery and Reinvestment Act of 2009, the
HHFDC will receive Federal HOME funds to provide grants to owners of Low-Income
Housing Tax Credit projects that stalled due to the downturn in the financial market.
This bill will negatively impact the affordable rental projects that are intended to be
assisted by the American Recovery and Reinvestment Act of 2009. Accordingly, we
respectfully request that State Low-Income Housing Tax Credits be exempted from this
bill.

Thank you for the opportunity to testify.
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This measure amends Chapter 235 of the Hawaii Revised Statutes to prevent taxpayers from
using grants or moneys received from the federal government as the basis for claiming a tax credit.

The Department of Taxation (Department ) offers comments.

GOOD TAX POLICY—The Department believes this bill represents good general tax
policy. A person should not be allowed to "double dip" by being subsidized by the federal
government and then leveraging that subsidy for further tax benefits.

TECHNICAL COMMENT—The bill should be modified for clarity. The Department
recommends language such as this:

"Notwithstanding any other law to the contrary, no taxpayer shall be eligible
to claim any tax credit under this chapter [es] if grants or moneys received from the
federal government were used to pay the costs incurred or investments made with
such funds used as the basis of the claim for the tax credit.”

REVENUE IMPACT—This measure is anticipated to result in a revenue gain projected at
$20 million from FY2010 to FY2011.
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February 25, 2009

The Honorable Marcus R. Oshiro

The Honorable Marilyn B. Lee, Vice Chair
and Committee Members

Committee on Finance

Twenty-Fifth Legislature
Regular Session of 2009

SUBJECT: House Bill 1739
Hearing Date: 2/26/09
Time: 11:00 AM
Conference Room: 308

The Office of Housing and Community Development (OHCD) strongly opposes House Bill 1739.

The repeal of state Low Income Housing Tax Credits would preclude recipients of resources, such as
federal Low Income Housing Tax Credits (LIHTC) and Community Development Block Grants, from
receiving state LIHTC. The combination of federal and state LIHTC (and even other sources of funding)
is often needed to successfully finance the development of low-income rental housing projects that would
otherwise not be financially feasible.

The financing of affordable, low-income rental housing has been severely hampered due to the current
credit crisis in the private financing markets. HB 1739 would further challenge the capacity of developers
in providing affordable housing during an anticipated time of great need.

The OHCD respectfully requests the Committee to oppose HB 1739. Thank you for your careful
consideration of the negative impacts of this bill.

O

»’S‘Le/phen I /(mett

Housing Administrator
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EQUAL HOUSING OPPORTUNITY
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PROVIDER AND EMPLOYER”
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Testimony from

Benita Brazier

Maui County Film Commissioner

House Committee on Finance

February 26, 2009 11am
State Capitol, Conference Room 308

RE; HB 1739
Dear Chair Oshiro, Vice-Chair Lee and members of the committee:

As the film commissioner from the County of Maui, | strongly oppose the portion of

HB 1739 that applies to 235-17. This is the refundable tax credit, known as Act 88. |
respectfully request that you remove its reference from the measure. While |
understand that we find ourselves in economically challenging times, this measure is a
fiscally responsible credit.

The bill named Act 88 does not take money from the general fund — it is revenue
neutral. Language in the bill bases the credit on a percentage of what is actually spent
by a production company. Since its signing in 2006 the measure has generated over
$300 million dollars in direct expenditures into the local economy at no cost to the state.

This bill has created hundreds of direct industry jobs as well as creating business
opportunities for hundreds of vendors throughout the state.

Finally, the bill provides the state with millions of dollars in free advertising.

As | mentioned, | am well aware and understand that a review of all credits has become
necessary; however, | feel that the above information strongly supports the fact that this
measure is part of the solution and not part of the problem.

| respectfully request you eliminate Section 235-17 from the measure.

| thank you for the opportunity to provide testimony.



L E G I S L A T I V E
126 Queen Street, Suite 304 TAX FOUNDATION OF HAWAII Honolulu, Hawaii 96813 Tel, 536-4587
SUBJECT: INCOME, Ineligibility to claim state income tax credits

BILL NUMBER: HB 1739
INTRODUCED BY: Say and Yamashita

BRIEF SUMMARY: Adds a new section to HRS chapter 235 to provide that a taxpayer shall not be
eligible to claim any state income tax credit on grants or moneys received from the federal government.

EFFECTIVE DATE: Tax years beginning after December 31, 2008

EFFECTIVE DATE: This measure proposes that a taxpayer receiving any grants or moneys from the
federal government shall not be eligible for any state income tax credits. Since there are no qualifying
provisions or restrictions, if this measure is enacted, a person receiving social security would not be able
to claim the general income tax credit or the food/excise tax credit.

Another example of a taxpayer receiving federal dollars and being qualified for a tax credit is a developer
of affordable housing who might be receiving federal stimulus funds but because the project is the
construction of affordable housing, the project may qualify for the state’s compliment of the low-income

housing tax credit and the developer may indeed need those credits to round out the financing of the
affordable housing project.

As proposed, it is questionable whether this was the goal of the proposed measure.

Digested 2/25/09
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Febrary 25, 2009

The Honerable Marcus R. Oshire, Chair
House Commites on Finance

State Capitol, Room 308

Honolulu, Hawail 96813

RE: H.B. 1739, Relating to Taxatien
HEARING DATE: Thursday, February 26, 2009 at 11:00 am.
Aloha Chair Oshiro and Members of the Committee on Finance:

I am Craig Hirai, 2 member of the Qubcommitiee on Taxation and Finance of the
Government Affairs Commutice of the Hawai'i Association of REALTORS® (“HAR"™), here
1o testify on behalf of the HAR and its 9,600 members in Hawai'i. HAR has the following
comments with respect to H.B. 1739, Relating 1o Taxation, which prohibits recipients of
federal grants or moneys from qualifymg for state 1ax credits.

Section 1602 of the American Recovery and Reinvestment Tax Act of 2009 (HR. 1)
allows state housing credit agencies such as the Hawail Housing Finance and Development
Corporation (“HHFDC™) 10 elect to receive a grant for low-income housing projects in lieu of
their low-income housing credit allocations for 2009. A state housing credit agency
receiving a grant under Section 1602 must use such a grant to make subawards to finance the
construction or acquisition and rehabilitation of “qualified low-income buildings™ as defined
ander IRC §42(¢c)(2) for federal low-income housing tax credit purposes.

HAR questions whether it is the intent of H.B. 1739 to deny a qualified low-income
building otherwise qualified for the federal low-income housing tax credit under IRC
§42 eligibility for the state low-income housing credit under HRS §235-110.8 if the
HEFDC elects to receive a grant under Section 1602 of the American Recovery and
Reinvestment Tax Act of 2009 (HR. 1) in lien of its low-income heusing credit
allocation for 2009.

HAR looks forward to working with our state lawmakers in building better communities by
supporting quality growth, seeking sustainable economies and housing opportunities,
embracing the culfural and environmental qualities we cherish, and protecting the rights of
property OWners.

Mazhalo for the opportunity to testify,



HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Kyle Hunker
Vice President of Finance
Pacific Light and Power, LCC

RE: Testimony in Opposition to HB1739CC
Aloha Chair, Vice Chair, and Members of the Committee,

OCThank you for the opportunity to testify on this bill. Pacific Light and Power
opposes HB1746.

The tax credit provisions of Act 221/215 were to be in effect until 2010 and
investments were made on that statutory commitment. Any reduction, or
suspension of the credit or the carryover provisions prior to 2010 would erode if
not destroy investor confidence, would dry up investments, and, we believe,
would lead to the demise of a number of qualified high tech businesses.
Because credits are claimed over a five year period, this bill would retroactively
repeal credits from previous years. As noted in the 9/08 DoTax study, these
QHTB's spent $1.4 billion in Hawaii between 2002 and 2007, and were
responsible for over 4000 local jobs through either direct employment or
contracted services. These expenditures and jobs created a revenue stream for
the State of Hawaii. The loss of investment dollars and QHTB's will have a
negative effect on Hawaii's economy and the State's revenue at a time when job
creation and diversification of Hawaii's economy should be a focal point of
government initiatives.

Pacific Light and Power believes that a better approach is contained in HB 1451.
Pacific Light and Power develops utility scale renewable energy projects for
Hawaii. We use QHTB monies to realize Hawaii's renewable energy potential
and in the process create jobs building and operating power projects.

Thank you for the opportunity to testify on these important bills.



Sincerely,

Kyle Hunker

Vice President of Finance
Pacific Light and Power

(808) 652-4183

kyle @ pacificlightandpower.com
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JIB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Represeniative Marilyn B. Lee, Vice Chair

FROM: Bert A. Kobayashi
Chairman/CEO, Kobayashi Development Group LLC

RE: Testimiony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thauk you for the opportunity to testify on this bill. Kebayashi Development Group LLC
strongly opposes HB1739.

Federal rescarch and development support plays a critical role in growing Hawaii’s science
and tech sectors with support coming from a range of Federal sources including the
Department of Defense, NIH, NSF, Department of Energy, Homeland Security, Department
of Agriculture, etc, Clearly the recently passed “Stimulus” plan, American Recovery and
Reinvestment Act is a testament to this. However, federal funds are restricted to only research
and development activities and may not be used for commercialization. Through leveraging of
federal funds the state receives a greater return on investinent when companies are able to
accelerate commercialization through use of complementary and unrestricted Act 221/215
funds, The language and specific definitions of qualified research in Act 178/221/215 were
originally designed and written to be aligned with the industries, activities, and types of
research conducted by companies that do research by and through the federal government.
This proposed Bill will eliminate the ability for the largest research and experimentation
sector in Hawaii to qualify for the benefits under HRS Chapter 235 and eviscerate the entire
purpose and intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of
the bill is vague and confusing and may have unintended consequences which negatively
impact the growth of Hawaii’s tech companies. Therefore, we strongly oppose this bill.

Sincerely,

Bert A. Kobayashi
Chairman/CEO
- Kobayashi Development Group LLC
Phone: 692-0046
Email: bak@kobayashi-group.com
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HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:.00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Reprasentative Marilyn B. Lee, Vice Chair

FROM: Rick Holasek, President and CEQ, NovaSol
RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. NovaSol strongly opposes
HB1739.

Federal research and development support plays & critical role in growing Hawaii's
science and tech sectors with support coming from a range of Federal sources
including the Department of Defense, NIH, NSF, Department of Energy, Homeland
Security, Department of Agriculture, etc. Clearly the recently passed “Stimulus™ plan,
Atnerican Recovery and Reinvestment Act is a testament to this. However, federal
funds are restricted to only research and development activities and may not be used
for commercialization. Through leveraging of federal funds the state receives a
greater return on investment when companies are able to accelerate
commercialization through use of complementary and unrestricted Act 2217213
funds. The language and specific definitions of qualified research in Act 178/221/215
were originally designed and written to be aligned with the industries, activities, and
types of research conducted by companies that do research by and through the federal
government, This proposed Bill will eliminate the ability for the largest research and
experimentation sector in Hawaii to qualify for the benefits under HRS Chapter 235
and eviscerate the entire purpose and intent of the Hawaii Legislature in enacting Act
221/215, Finally, the language of the bill is vague and confusing and may have
unintended consequences which negatively impact the growth of Hawaii's tech
companies, Therefore, we strongly oppose this bill.

Novas c‘é is a local Hawaii-based high technology firm working in the
aerospace/defense sector, Established in 1998, we specialize in reconnaissance
camera systems and fres space optical communications.

Sincerely,

g

Rick Holasek, PhD
President and CEQ, NovaSol
208-441-3666
rick@nova-sol.com

2i2
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February 25, 2009 TESTIMONY

HOUSE FINANCE COMMITTEE
Chair, Marcus Oshiro
Vige-Chair, Marilyn Lee

DATE: February 26, 2009
TIME: 11:00 am
PLACE: Conference Room 308

RE: H.B. No, 1739: RELATING TO TAXATION
Aloha Chair, Vice Chait, and Members of the Committee:
Thank you for the opportunity to provide testimony AGAINST H.B, No. 1739,

Federal research and development support plays a critical role in growing Hawaii’s
science and tech sectors with support coming from a range of Federal sources including
the Department of Defense, NIH, NSF, Deparument of Energy, Homeland Security,
Department of Agriculture, etc. Clearly the recently passed “Stimulus™ plan, American
Recovery and Relnvestment Act is a testament to this. However, federal funds are
generally restricted 10 research and development activities and may not be used for
marketing or other commercialization purposes. Through leveraging of federal funds the
stafe receives a greater return on investment when companies are able to accelerate
commercialization through use of complementary and unrestricted Act 221/215 funds.

This proposed bill will eliminate the ability for the [argest research and experimentation
sector in Hawaii to qualify for the benefits under HRS Chapter 235 and eliminate the
entire purpose and intent of the Hawaii Legislature in engcting Act 221/215. Finally, the
language of the bill is vague and confusing and may have unintended consequences
which negatively impact the growth of Hawaii's tech companies. Therefore, we strongly
oppose this bill. ‘

Oceanit believes that a better approach is contained in HB 1451,

Thank you for the opportunity to submit this testimony on this important matter.

Respectfully submitted,

i |

¥ohn Kuriyama

Ceeanit

General Manager and General Counsel
954-4145

jkuriyama@oceanit.com

TN
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HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Norman Wayne Karo
CEO
Pipeline Micro

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Pipeline Micro strongly opposes
HB1739.

Federal research and development support plays a critical role in growing Hawaii’s
science and tech sectors with support coming from a range of Federal sources
including the Department of Defense, NiH, NSF, Department of Energy, Homeland
Security, Department of Agriculture, etc. Clearly the recently passed “Stimulus” plan,
American Recovery and Reinvestment Act is a testament to this. However, federal
funds are restricted to only research and development activities and may not be used
for commercialization. Through leveraging of federal funds the state receives a greater
return on investment when companies are able to accelerate commercialization through
use of complementary and unrestricted Act 221/215 funds. The language and specific
definitions of qualified research in Act 178/221/215 were originally designed and written
to be aligned with the industries, activities, and types of research conducted by
companies that do research by and through the federal government. This proposed Bill
will eliminate the ability for the largest research and experimentation sector in Hawaii to
- qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose and
_intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill
is vague and confusing and may have unintended consequences which negatively

act the growth of Hawaii's tech companies. Therefore, we strongly oppose this bill.

sed Pipeline Micro is the developer of the world's smallest and most efficient
g systems for consumer electronics, including computers, laptops, and

ics cards. Liquid cooling systems developed by the company use a
hermal system design that dramatically improves heat transfer, stabilizes

and enables products to run faster, perform longer, and use less energy.

1240 ALa MDANA BivD., STE. B4l HONDLULL, M S6B 14, PHL SUO8. 58539 . 3820 www.RIPELINEMICRO.OOM



Pipeline Micro grew from 5 to 13 employees in 2008, and will grow to ovs
employees in 2009. We hire University of Hawaii graduates and are bringing
renowned talent into the State. Our customers are global electronics giants from
Mainland and Japan. Act 221/215 has enabled us to take a “holy grail”, breakthrougt

invention from the University of Hawaii and make products that are in highdemand

even in this recession.
Thank you for the opportunity to testify.
Sincerely,

Norman Wayne Karo

CEO

Pipeline Micro

(808) 292-0131
wayne.karo@pipelinemicro.com

1240 ALA MOoaNA BivD., BTE. sS40, HoNDLULU, HI 88814, PHI

SC8.539.3820 www.RIPRELINEMICRD.COM
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Bringing Renewable Energy to Hawaii and Pacific Oceania

HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00 am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Pamela S. Miller
VP, Project Development
Pacific Light and Power, LLP

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Pacific Light and Power strongly
opposes HB1739.

Federal research and development support plays a critical role in growing Hawaii’s
science and tech sectors with support coming from a range of Federal sources including
the Department of Defense, NIH, NSF, Department of Energy, Homeland Security,
Department of Agriculture, etc. Clearly the recently passed “Stimulus” plan, American
Recovery and Reinvestment Act is a testament to this. However, federal funds are
restricted to only research and development activities and may not be used for
commercialization. Through leveraging of federal funds the state receives a greater
return on investment when companies are able to accelerate commercialization through
use of complementary and unrestricted Act 221/215 funds. The language and specific
definitions of qualified research in Act 178/221/215 were originally designed and written
to be aligned with the industries, activities, and types of research conducted by
companies that do research by and through the federal government. This proposed Bill
will eliminate the ability for the largest research and experimentation sector in Hawaii to
qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose and
intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill
is vague and confusing and may have unintended consequences which negatively
impact the growth of Hawaii’s tech companies. Therefore, we strongly oppose this bill.

Post Office Box 261, Anahola, Hawaii, 96703 pacificlightandpower.com



Pacific Light and Power is a Kauai-based renewable energy company working with
resource-constrained grids through the Hawaiian islands and the Pacific Rim. Because
island grids have special challenges, it is necessary to use unconventional technologies
in order to make renewable energy feasible. These technologies are difficult to finance
and Act 221 gives investors incentive to promote these projects and technologies.

Pacific Light and Power is developing more than one project. Just one 10 megawatt
renewable energy project will create approximately 100 construction jobs and between
4 and 10 permanent jobs, while contributing to the Hawaiian Clean Energy Initiative and
Renewable Portfolio Standard targets for energy produced by renewable means. This
also reduces the island’s dependence on oil as a power generation fuel, keeping
resources on island.

Act 221 is a good incentive for development on Hawaii and should not be constrained.
Sincerely,

Pamela S. Miller

VP, Project Development
Pacific Light and Power, LLP
808.634.8866
pam@pacificlightandpowetr.com

Post Office Box 261, Anahola, Hawali, 96703 pacificlightandpower.com
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TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Pacific LightNet strongly opposes
HB1739.

Federal research and development support plays a critical role in growing Hawaii’s
science and tech sectors with support coming from a range of Federal sources including
the Department of Defense, NIH, NSF , Department of Energy, Homeland Security,
Department of Agriculture, etc. Clearly the recently passed “Stimulus” plan, American
Recovery and Reinvestment Act is a testament to this. However, federal funds are
restricted to only research and development activities and may not be used for
commercialization. Through leveraging of federal funds the state receives a greater return
on investment when companies are able to accelerate commercialization through use of
complementary and unrestricted Act 221/215 funds. The language and specific
definitions of qualified research in Act 178/221/215 were originally designed and written
to be aligned with the industries, activities, and types of research conducted by
companies that do research by and through the federal government. This proposed Bill
will eliminate the ability for the largest research and experimentation sector in Hawaii to
qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose and
intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill
is vague and confusing and may have unintended consequences which negatively impact
the growth of Hawaii’s tech companies. Therefore, we strongly oppose this bill.

Pacific LightNet serves customers on Oahu, Maui, Kauai, the Big Island, Molokai and
Lanai through its undersea cable and land-based fiber network, offering a full range of
integrated telecommunications products and services, including local dial tone, high-
speed Internet access, dedicated and switched long distance, collocation, special access
and enhanced data services.

Thank you for the opportunity to testify on these important bills,
Respectfully

l

Pat Bustamante
President

| W32 Bishop Street, Suite 800 + Honolulu, HI 96813 - 2822
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HB1739 - Relating to Taxation

DATE: February 26, 2009

TIME: 11:00am

PLACE: Confarence Room 308

TO: House Commlttes on Finance

Representative Marcus R, Oshiro, Chair

Representative Marilyn B, Lee, Vice Chalr

via file transfer to ht‘cp://www.capitcLhawall.gov/amalltestimony

RE: Tegtimony In Opposition to HE1739

Dear Mr. Chair, Ms. Vice Chair, and Members of the Committee;

Thank you for the opportunity to testify in regards to the above-referanced plll. DRC hereby

voices its opposition to HB1738,

Federal research and development support plays a eritical role in growing Hswaii's sclence and
technology sectors with SUpport coming from a rg nge of sourcas Including the Department of
Defense, NIH, NSF, Department of Energy, Homeland Securlty, the Department of Agriculturs,
and others. Ciearly the recently passed Amerlcan Recovery and Reinvestment Act is testament

to this fact,

Federal funds arg, however, restricted to only research andg development activitles and may ot
be used for tommercialization. We belleve that the state receives a greater return on

investment when companies are able to accelerata commerclalization of thelr products
augmenting federal research mo nlas with complementary and unrestricted Act 221/215 funds,

The language and specific definitions of qualified research In Act 178/221/215 were orlginally
designed and written to be aligned with the industries, actlvitles, and types of research
conducted by cempanies that do research by and through the faderg] Bovernmaent, This
proposed Bill will ellminate the ability for the largest research and exparimentation sector in

Hawall to qualify for the benefits under HRS Chapter 235 and evisterate
Intent of the Hawali Leglslatura in enacting Act 221/215.

Finally, the ignguage of the blll js vague and confusing ang may have un}
which negatively Impact the growth of Hawall’s tech com panies.

ntended consequences
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DRC is a Hawall based softwara development and professional services company. Founded in
1971, we employ nearly 50 Individuals in Hawall, We belleve Act 221/215 to be beneficial to the
local technology community as wall as the state as a whole.

Thank you for the opportunity to testify on this important bill.

Slncerely,

jéé%f¢/Z§>;1 . L{l/LM

Wialt Simmons ‘ Karen Yama
~President and CEO Senlor Vice

DRC DRC

(808) 549-8315 (808) 949-8316

waltsimmons@declsionrasearch.com karenyamamoto@decisiopresearch.com

Stephen Korow Robert Whitton
Vice Presldent Vica President
DRC DRC

{808) 048-8316 {808) 849.8316

lon Ogogh

Chief Financlal Officer Diractor'df Professional Services
DRC DRC

(808) 849-8316 (808) 983-9171
: i Johnagsalud@decisionresearch.com

February 25, 2009
Hause Cammittee on Fingnce, Testimony Re: HB 1739
Page 2 of 2
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HB1739: Relating to Taxation

Date: February 26, 2009
Time: 11:00 a.m.
Place: Conlersnce Room 308

To: House Comimnittes on Finance
The Honorable Marcus R Qshiro, Chair
The Honorable Marilyn B, Lee, Vice Chair
From: Michael 1. Coy, Vice President, Cellular Bioengineering, Ine. (CBI)

Re: Testimony in Opposition to HB1739
Aloha Chair. Vice Chair and Members of the Comminiee:
Thank you for the apportunity to festify on this bill. CBI strongly opposes HB1739.

Federal research and development support plays a critical role in growing Hawaii’s science and tech
sectors with support coming from a range of federal sources including the Department of Defense, NHL
NSF, Depurtment of Encrgy, Homeland Security, Department of Agriculture, ete. Clearly the recently
passed “Stimulus” plan, American Reeovery and Reinvestment Act, is a testament to this. However,
federal funds are restricted to only research and development activitics and may not be used for
commerciatization. Through leveraging of federal funds the state reecives a preater retusn on investment
when companics are able 1o accelerate commercialization through use of complementary and unrestricted
Act 221/215 funds. The language and speeific definitions of qualified research in Act 178/221/215 were
originglly dusigmed and written 1o be aligned with the industries, activities, and types of research
conducted by companics that do research by and through the federal government. This proposed Bill will
eliminate the ability for the largest research and experimentation sector in lawaii o qualify for the
benefits under HRS Chapter 235 and cviscerate (he entire purpose and intent of the Hawaii Legislaturc in
cnacting Aet 221/215. Finally, the language of the bill is vague and conlusing and may have unintended
consequences which negatively impact the growth of Hawaii’s tech companies. We strongly oppose this
bill.

With help from Act 221, CBI has grown from 2 employess to 30, acquired technologies from leading
scientific institutions around the world; harnessed a robust portfolio of over 25 pawnts and patent
applications; developed the world's most advanced artificial corea technology which holds the promise
of restoring vision to 10 million people around the world; commercialized from concept to market a new
gencration of green technology for surface cleaning and decontamination; brought talented kama’ainas
hack home 1o work, thrive, and pay taxes; and demonstrated to the world that it is entirely possible for a
Hawaii-based technolopy company to have impact that is truly global, Without Act 221, many of these
feats could not possibly be accomplished in Hawail.

Sincerely,

1946 Young Street, Suite 288 - Honolulu, Huwaii 96826
Ph: 808.949.2208 - Fax: 808.949.2209

www.cellalarbioengineering.com



700 Bishop Strest, Suite 2000 Honolulu, HI 96813
HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Traci H. Downs, Ph.D.
President & COO
Archinoetics, LL.C

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Archinoetics, LLC STRONGLY opposes
HB1739.

Federal research and development support plays a critical role in growing Hawaii’s science and
tech sectors with support coming from a range of Federal sources including the Department of
Defense, NIH, NSF, Department of Energy, Homeland Security, Department of Agriculture, etc.
Clearly the recently passed “Stimulus” plan, American Recovery and Reinvestment Act is a
testament to this. However, federal funds are restricted to only research and development
activities and may not be used for commercialization. Through leveraging of federal funds the
state receives a greater return on investment when companies are able to accelerate
commercialization through use of complementary and unrestricted Act 221/215 funds. The
language and specific definitions of qualified research in Act 178/221/215 were originally
designed and written to be aligned with the industries, activities, and types of research conducted
by companies that do research by and through the federal government. This proposed Bill will
eliminate the ability for the largest research and experimentation sector in Hawaii to qualify for
the benefits under HRS Chapter 235 and eviscerate the entire purpose and intent of the Hawaii
Legislature in enacting Act 221/215. Finally, the language of the bill is vague and confusing and
may have unintended consequences which negatively impact the growth of Hawaii’s tech
companies. Therefore, we strongly oppose this bill.

Archinoetics, LLC is a woman owned world class technology company focused on the research
and development of human-centered technologies. Our current research and development
projects include functional brain imaging systems, human fatigue and performance monitoring
devices, intelligent algorithms based on genetic programming and biometric sensors, remote
sensing, and specialized computing platforms. We were created in 2005 with the help of Act 221
which allowed my husband and I to make the leap of investing in our own company. Today we

(Ty 808.585.7439, iF) 888.279.0284
www.archinoetics.com



employ 30 software and hardware engineers and scientists from varying backgrounds. Over 1/2
of our employees are kamaaina who left Hawaii and never dreamed that they would be able to
work in their profession and raise their children back here at home.

Thank you for the opportunity to testify on this important bill.

Sincerely,

\/gaa, & Dewona.

Traci H. Downs, Ph.D.
President & COO (co-founder)
Archinoetics, LLC

382-0314 (direct)
traci@archinoetics.com

phone: BOB.588 7439 fox: BGE.585.7483

werve orchinoetios, com



700 Bishop Street, Suite 2000 Honolulu, H1 96813

February 25, 2009

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Joe Cooper, CFO
Archinocetics LLC

RE: Testimony in Strong Opposition to HB1739

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Archinoetics
strongly opposes HB1739.

Federal research and development support plays a critical role in
growing Hawaii’s science and tech sectors with support coming from a range of
Federal sources including the Department of Defense, NIH, NSF, Department of
Energy, Homeland Security, Department of Agriculture, etc. Clearly the
recently passed “Stimulus” plan, American Recovery and Reinvestment Act is a
testament to this. However, federal funds are restricted to only research and
development activities and may not be used for commercialization. Through
leveraging of federal funds the state receives a greater return on investment
when companies are able to accelerate commercialization through use of
complementary and unrestricted Act 221/215 funds. The language and specific
definitions of qualified research in Act 178/221/215 were originally designed
and written to be aligned with the industries, activities, and types of
research conducted by companies that do research by and through the federal
government. This proposed Bill will eliminate the ability for the largest
research and experimentation sector in Hawaii to qualify for the benefits
under HRS Chapter 235 and eviscerate the entire purpose and intent of the
Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill
is vague and confusing and may have unintended consequences which negatively
impact the growth of Hawaii’s tech companies. Therefore, we strongly oppose
this bill.

As both a QHTB and recipient of federal contracts, Archinoetics’ growth
depends on both. We began operations in 2005 and have grown to 30 Hawaii
based employees with a payroll of over 52 million in 2008. While we would
continue to operate in Hawail without this tax incentive, we would be half
our size and contribute half as much to the local economy. As a smaller
company we would be more subject to the cyclical nature and whims of federal
contracting. It would be more difficult to retain our professional staff

(T) 808.585.7439, (F) 888.279.0289
www.archinoetics.com



because we would have to lay off employees during downtimes. We need this
support to continue to grow our business in Hawaii.

Thank you for the opportunity to testify on this important bill.
Sincerely,
Joe Cooper, CFO
Archinoetics

808) 741-1684
joeRarchinocetics.com

phone: 808.585.7439 fox: 808.585-7483

www.archinoetics.com



HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Todd J. Robertson
President/CEO
Hyperspective Studios, Inc.

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Hyperspective Studios strongly opposes
HB1739.

Federal research and development support plays a critical role in growing Hawaii's science and
tech sectors with support coming from a range of Federal sources including the Department of
Defense, NIH, NSF, Department of Energy, Homeland Security, Department of Agriculture, etc.
Clearly the recently passed “Stimulus” plan, American Recovery and Reinvestment Actis a
testament to this. However, federal funds are restricted to only research and development
activities and may not be used for commercialization. Through leveraging of federal funds the
state receives a greater return on investment when companies are able to accelerate
commercialization through use of complementary and unrestricted Act 221/215 funds. The
language and specific definitions of qualified research in Act 178/221/215 were originally
designed and written to be aligned with the industries, activities, and types of research conducted
by companies that do research by and through the federal government. This proposed Bill will
eliminate the ability for the largest research and experimentation sector in Hawaii to qualify for the
benefits under HRS Chapter 235 and eviscerate the entire purpose and intent of the Hawaii
Legislature in enacting Act 221/215. Finally, the language of the bill is vague and confusing and
may have unintended consequences which negatively impact the growth of Hawaii's tech
companies. Therefore, we strongly oppose this bill.

Hyperspective Studios produces media, specializing in 3D animation, video, Internet applications,
interactive materials and games. The company currently has four employees, but intends to
greatly expand its employee base this year in development of an animated children’s show with
an educational focus. Hyperspective intends to be a strong part of a growing animation industry
and is focused on developing new jobs and a strong, sustainable business in the State of Hawaii.
Our company will not have a chance at success without Act 221 incentives in place, and would
therefore not have the ability to offer jobs to Hawaii graduates. Furthermore, the majority of our
current client-base are companies that only exist due to the Act 221 incentives. If they die, we die.

Sincerely,

Todd J. Robertson
President/CEO
Hyperspective Studios, Inc.
808.741.1292
todd@hyperspective.com




HB1739-Relating to Taxation

DATE: February 26, 2009
OTIME: 11:00 AM
CPLACE: Conference Room 3080

TO: House Committee on Financel
Representative Marcus R. Oshiro, Chair
CRepresentative Marilyn B. Lee, Vice ChairC:C

FROM: Ricardo S Galindez, Island Film Group
OORE: Testimony in Opposition to HB173900
Aloha Chair, Vice Chair, and Members of the Committee(],

Thank you for the opportunity to testify on these bills. Island Film Group opposes
HB1739.

The tax credit provisions of Act 221/215 were to be in effect until 2010 and investments
were made on that statutory commitment. Any reduction, or suspension of the credit or
the carryover provisions prior to 2010 would erode if not destroy investor confidence,
would dry up investments, and, we believe, would lead to the demise of a number of
qualified high tech businesses. Because credits are claimed over a five year period,
this bill would retroactively repeal credits from previous years. As noted in the 9/08
DoTax study, these QHTB's spent $1.4 billion in Hawaii between 2002 and 2007, and
were responsible for over 4000 local jobs through either direct employment or
contracted services. These expenditures and jobs created a revenue stream for the
State of Hawaii. The loss of investment dollars and QHTB's will have a negative effect
on Hawaii's economy and the State's revenue at a time when job creation and
diversification of Hawaii's economy should be a focal point of government initiatives.

CCIsland Film Group believes that a better approach is contained in HB1451.

Island Film Group is a locally owned film and television production company. Since its
formation in 2007, Island Film Group has produced a television series, two television

(808) 536-7955 www.islandfilmgroup.com PO Box 3261 Honolulu, Hawaii 96801



movies and the feature film “Princess Ka'iulani,” all of which were financed using Act
221/215. In addition to employing hundreds of local film and television professionals and
injecting millions of mainland capital into the Hawaii economy, all four of our projects
have depicted Hawaii for Hawaii, meaning that millions of people have seen the beauty
of Hawaii on television and in the theaters, with millions more to follow. What better way
to build our film and television production infrastructure AND support our visitor
industry?

Thank you for the opportunity to testify on these important bills.C [
Sincerely,CC

Ricardo S Galindez

Principal

Island Film Group
808-536-7955
rgalindez @ islandfilmgroup.com

(808) 536-7955 www.islandfilmgroup.com PO Box 3261 Honolulu, Hawaii 96801



Personal Testimony Presented before the
House Committee on Finance
Thursday, February 26, 2009, 11:00 a.m.

, by
Ching Yuan Hu

HB 1739 - RELATING TO TAXATION
Chair Oshiro, Vice Chair Lee and Members of the Committee:

My name is Ching Yuan Hu, and | serve as the associate dean and associate director
for research with the University of Hawaii at Manoa’s Coliege of Tropical Agriculture and
Human Resources (CTAHR). | am pleased to provide personal testimony on HB 1739.
This testimony does not represent the position of the University of Hawai‘i or CTAHR.

| strongly oppose HB1739. Federal research and development support plays a critical
role in growing Hawaii’'s science and tech sectors with support coming from a range of
Federal sources including the Department of Defense, NIH, NSF, Department of
Energy, Homeland Security, Department of Agriculture, etc. Clearly the recently passed
“Stimulus” plan, American Recovery and Reinvestment Act is a testament to this.
However, federal funds are restricted to only research and development activities and
may not be used for commercialization. Through leveraging of federal funds the state
receives a greater return on investment when companies are able to accelerate
commercialization through use of complementary and unrestricted Act 221/215 funds.
The language and specific definitions of qualified research in Act 178/221/215 were
originally designed and written to be aligned with the industries, activities, and types of
research conducted by companies that do research by and through the federal
government. This proposed Bill will eliminate the ability for the largest research and
experimentation sector in Hawaii to qualify for the benefits under HRS Chapter 235 and
eviscerate the entire purpose and intent of the Hawaii Legislature in enacting Act
221/215. Finally, the language of the bill is vague and confusing and may have
unintended consequences which negatively impact the growth of Hawaii's tech
companies. Therefore, | strongly oppose this bill.

Thank you for the opportunity to testify on this bill.



ClaimCheck Non-biased Resolution Solutions @

B1739 - Relating to Taxation DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Allen R Koenig, President & CEOQ, Claim Check
RE: Testimony in Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on these bills. Claim Check opposes opposes those parts of HB1743 which
repeal tax provisions contained in Act 221/215.

Federal research and development support plays a critical role in growing Hawaii’s science and tech sectors with
support coming from a range of Federal sources including the Department of Defense, NIH, NSF, Department of
Energy, Homeland Security, Department of Agriculture, etc. Clearly the recently passed “Stimulus” plan, American
Recovery and Reinvestment Act is a testament to this. However, federal funds are restricted to only research and
development activities and may not be used for commercialization. Through leveraging of federal funds the state
receives a greater return on investment when companies are able to accelerate commercialization through use of
complementary and unrestricted Act 221/215 funds. The language and specific definitions of qualified research in Act
178/221/215 were originally designed and written to be aligned with the industries, activities, and types of research
.onducted by companies that do research by and through the federal government. This proposed Bill will eliminate the
ability for the largest research and experimentation sector in Hawaii to qualify for the benefits under HRS Chapter 235
and eviscerate the entire purpose and intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of
the bill is vague and confusing and may have unintended consequences which negatively impact the growth of Hawaii's
tech companies. Therefore, we strongly oppose this bill.

Claim Check is a software development technology company that has patent pending technology that will have a direct
affect on the future claims management industry. We need the benefits of Act 221/215 to secure the financial strength
to develop and market our unique services. Upon securing the necessary funding, we project the hiring of at least 3
executive level, 5 mid-management level, 5 technical level, and 8 SUfport level employees within 3 months of funding.
Our growth plans will provide up to 38 new jobs by the end of our 2" year of operations.

Please do not force my company to seek opportunities outside of Hawaii.

We feel that HB 1451 provides a better approach.

Thank you for the opportunity to testify on these important bills.

Sincerely,

Allen R. Koenig, BSN, RN

Oresident & CEOQ, Claim Check
08-533-1776 Rov@ClaimProfile.com

1050 Bishop Street, PMB 511 v Honolulu, HI 96813 v Phone v 808-533-1776 v Fax: 808-533-1775
mail@claimprofile.com www.ClaimProfile.com




HB1739 - Relating to Taxation[][]
DATE: February 26, 2009

UTIME: 11:00am

PLACE: Conference Room 3081}

TO: House Committee on Financel
Representative Marcus R. Oshiro, Chair
URepresentative Marilyn B. Lee, Vice ChairJ[)

FROM: Mike Curtis, Hawaii Entrepreneur and Investor[] ]
RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee, [][]

- Thank you for the opportunity to testify in Strong Opposition to
this bill.

Federal research and development support plays a critical role in
growing Hawaii’s science and tech sectors with support coming
from a range of Federal sources including the Department of
Defense, NIH, NSF, Department of Energy, Homeland Security,
Department of Agriculture, etc. Clearly the recently passed
“Stimulus” plan, American Recovery and Reinvestment Act is a
testament to this. However, federal funds are restricted to only
research and development activities and may not be used for
commercialization. Through leveraging of federal funds the state
receives a greater return on investment when companies are able to
accelerate commercialization through use of complementary and
unrestricted Act 221/215 funds. The language and specific
definitions of qualified research in Act 178/221/215 were
originally designed and written to be aligned with the industries,
activities, and types of research conducted by companies that do
research by and through the federal government. This proposed
Bill will eliminate the ability for the largest research and



experimentation sector in Hawaii to qualify for the benefits under
HRS Chapter 235 and eviscerate the entire purpose and intent of
the Hawaii Legislature in enacting Act 221/215. Finally, the
language of the bill is vague and confusing and may have
unintended consequences which negatively impact the growth of
Hawaii’s tech companies. Therefore, I strongly oppose this bill.

Thank you for the opportunity to testify.[]
OJSincerely, [

Mike Curtis
808-292-6862

mcurtis @hawaii.rr.com
1829 Bertram Street Honolulu, Hawaii, 96816




Philip H. Kinnicutt
341 Tliaina Street
Kailua, Oahu, HI 96734-1807
808-254-4534
Fax: 808-356-0554
LEAFISHING@AQOL.COM

DATE: February 25, 2009

TO: House Committee on Finance

FROM: Phil Kinnicutt
Kinnicutt Consulting, LLC

VIA FAX #: 808-586-8519

SUBJECT: Strong Opposition to HB 1739

Federal research and development support plays a critical role in growing
Hawaii’s science and tech sectors with support coming from a range of Federal
sources including the Department of Defense, NIH, NSF, Department of Energy,
Homeland Security, Department of Agriculture, etc. Clearly the recently passed
“Stimulus” plan, American Recovery and Reinvestment Act is a testament to
this. However, federal funds are restricted to only research and development
activities and may not be used for commercialization. Through leveraging of
federal funds the state receives a greater return on investment when companies
are able to accelerate commercialization through use of complementary and
unrestricted Act 221/215 funds.

The language and specific definitions of qualified research in Act 178/221/215
were originally designed and written to be aligned with the industries, activities,
and types of research conducted by companies that do research by and through
the federal government. This proposed Bill will eliminate the ability for the
largest research and experimentation sector in Hawaii to qualify for the benefits
under HRS Chapter 235 and eviscerate the entire purpose and intent of the
Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill is
vague and confusing and may have unintended consequences which negatively
impact the growth of Hawaii’s tech companies. Therefore, we strongly oppose
this bill.

Respectfully,



Phil Kinnicutt
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February 26, 2009

Honorable Marcus Oshire, Chair

And Mernbers of the Finance Committee
State House of Reprassentatives
Hawai'i State Capitol
413 South Beretania Street; Room 308
Honolulu, Hawai'i 96813

Dear Chair Oshiro and Members:
Subject House Bill No. 1739 - Related to Taxation

The Mutual Housing Association of Hawai'l, Inc, (“Mutual Housing™)
cpposes House Bill No. 1739 as drafled because it will adversely impact
the development of affordable rental housing by eliminating the State's
Low-income Housing Tax Credit (LIHTC") program. This bill may also
negatively impact upcoming affordable rental projects that might receive
Federal grant assistance from the American Recovery and Reinvestment
Act of 2009. Therefore, we respectfully request that State Low-Income
Housing Tax Credits be excluded from this bill.

As Hawai'i faces an affordsble housing crisis, we have seen our number of
homeless growing, while even working families find it necessary to double-
up with family or friends. New rental housing production has not kept pace
with the loss over the years of affordable housing units through demolition,
speculation, and conversion to for-sale units.

As an owner and developer of affordable rental housing, we can attest to
the critical need for a permanent and dedicated source of funding to build
new rental housing. The equity funding provided by the State’s LIHTC
program allows developers to leverage other funding programs such as
tax-exempt bonds, the Rental MHousing Trust Fund, the Dwelling Unit
Revoiving Fund, HOME program and conventional bank foans to make
affordable projects financially feasible. Without the State LIKTC, future
construction of afordabla rental housing will be sven more difficult, and
Hawaf'i will fall further behind in addressing its shortage of rental housing
units for our families.

It will teke years to develop the projects to maet all of the need in the stale.
The State LIHTC program is a critical too! in helping organizations like
Mutual Housing address our affordable rental shortage.
Thank you for the opportunity to provide this testimony.
Sincerely,
/
vy YA

David M. Nakamura
Exacutive Director
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HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: James P. Karins
President and CEO
Pukoa Scientific

RE: Testimohy in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,
Thank you for the opportunity to testify on this bill. Pukoa Scientific strongly opposes HB1739.

Federal research and development support plays a critical role in growing Hawaii’s science and tech sectors with
support coming from a range of Federal sources including the Department of Defense, NIH, NSF, Department of
Energy, Homeland Security, and the Department of Agriculture. Clearly the recently passed “Stimulus” plan,
American Recovery and Reinvestment Act, is a testament to this. However, federal funds are restricted to only
research and development activities and may not be used for commercialization. Through leveraging of federal
funds the state receives a greater return on investment when companies are able to accelerate commercialization
through use of complementary and unrestricted Act 221/215 funds. The language and specific definitions of
qualified research in Act 178/221/215 were originally designed and written to be aligned with the industries,
activities, and types of research conducted by companies that do research by and through the federal government.
This proposed Bill will eliminate the ability for the largest research and experimentation sector in Hawaii to qualify
for the benefits under HRS Chapter 235 and eviscerate the entire purpose and intent of the Hawaii Legislature in
enacting Act 221/215. Finally, the language of the bill is vague and confusing and may have unintended
consequences which negatively impact the growth of Hawaii’s tech companies. Therefore, we strongly oppose this
bill.

Pukoa Scientific is a 15 person company started in 2004 specializing in the interpretation of image and signal data to
identify objects, threats or targets. Pukoa Scientific is in the dual use sector. Our average salary is over

$100,000, 12 of our 15 people are full time and 11 of those 12 reside in Hawaii. Of the 11 full time staffin

Hawaii, 8 graduated from high schools in Hawaii, 10 graduated from University of Hawaii or Hawaii Pacific
University and at least 4 worked on the mainland prior to finding work in Hawaii. We currently generate more than
$2.5M in revenue and pay over $1.5M in salaries.

Sincerely,
/s/James P. Karins
James P. Karins
President and CEO

Pukoa Scientific
karins@pukoa.com

puko’

ENTF L



CERTIFIED PUBLIC ACCOUNTANTS

HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

RE: Testimony in Strong Opposition to HB1739

<

Aloha Chair Oshiro, Vice Chair Lee, and Members of the Committee,

My name is Kent K. Tsukamoto and | am the managing partner of Accuity LLP, a Hawalii based, full service CPA firm
with more than 90 employees. Thank you for the opportunity to testify on this bill. Accuity LLP strongly opposes
HB1739.

Federal research and development support plays a critical role in growing Hawaii's science and tech sectors with
support coming from a range of Federal sources including the Department of Defense, NIH, NSF, Department of
Energy, Homeland Security, Department of Agriculture, etc. Clearly the recently passed “Stimulus” plan, American
Recovery and Reinvestment Act is a testament to this. However, federal funds are restricted to only research and
development activities and may not be used for commercialization. Through leveraging of federal funds the state
receives a greater return on investment when companies are able to accelerate commercialization through use of
complementary and unrestricted Act 221/215 funds. The language and specific definitions of qualified research in Act
178/221/215 were originally designed and written to be aligned with the industries, activities, and types of research
conducted by companies that do research by and through the federal government. This proposed Bill will eliminate
the ability for the largest research and experimentation sector in Hawaii to qualify for the benefits under HRS Chapter
235 and eviscerate the entire purpose and intent of the Hawaii Legislature in enacting Act 221/215. Finally, the
language of the bill is vague and confusing and may have unintended consequences which negatively impact the
growth of Hawaii's tech companies. Therefore, we strongly oppose this bill.

Accuity LLP is the successor firm to PricewaterhouseCoopers and Coopers in Lybrand in Hawaii. It is one of the
largest full service CPA firms in Hawaii and is highly involved with assisting numerous comparnties that have benefited
from the provisions of Act 221/215. Significant changes to the existing provisions would negatively impact these
companies, their employees and families in Hawaii.

Sincerely,

Kent K. Tsukamoto

Kent K. Tsukamoto

Managing Partner

Accuity LLP

999 Bishop Street, Suite 1900 | Honolulu, HI 96813-4427

& 808.531.3462 | &: 808.531.3433 | [X: kent.tsukamoto@accuityllp.com Private Fax 808.531.3478

Pursuant to the provisions of Treasury Circular 230 and comparable State law, any tax advice contained in this communication (including any
attachments) is not intended or written to be used, and cannot be used, for the purpose of (i} avoiding penalties under the Internal Revenue
Code or any comparable state faw, or (i) promoting, marketing or recommending to another party any transaction or matter addressed herein,

999 BisHop STREET, SuUITE 1900
HonoLuLu, HawAll 96813
TELEPHONE: 808 531-3400 FACSIMILE: 808 531-3433
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Crop Improvement Association

Testimony By: Alicia Maluafiti

HB 1739, Relating to Taxation,

House FIN Committee - Thursday, Feb. 26, 2009
Room 308, 11:00 am — Agenda #2

Position: Oppose
Chair Oshiro, and Members of the House FIN Committee:

My name is Alicia Maluafiti, Executive Director of the Hawaii Crop
Improvement Association. The Hawaii Crop Improvement Association
(HCIA) is a nonprofit trade association representing the agricultural seed
industry in Hawaii. Now the state’s largest agricultural commodity, the seed
industry contributes to the economic health and diversity of the islands by
providing high quality jobs in rural communities, keeping important
agricultural lands in agricultural use, and serving as responsible stewards of
Hawaii’s natural resources.

HCIA member companies are not recipients of federal grants or moneys for
research and development. However, we recognize that federal research and
development support plays a critical role in growing Hawaii’s science and
tech sectors with support coming from a range of federal sources including
the Department of Defense, NIH, NSF, Department of Energy, Homeland
Security, Department of Agriculture, etc.

Federal funds are restricted to only research and development activities and
may not be used for commercialization. Through leveraging of federal funds
the state receives a greater return on investment when companies are able to
accelerate commercialization through use of complementary and
unrestricted Act 221/215 funds. The language and specific definitions of
qualified research in Act 178/221/215 were originally designed and written
to be aligned with the industries, activities, and types of research conducted
by companies that do research by and through the federal government.

HB 1739 will eliminate the ability for those who are leveraging federal
funds to create new business in Hawaii to qualify for the benefits under HRS
Chapter 235. The measure also runs counter to the purpose and intent of the
Hawaii Legislature’s enactment of Act 221/215.

Thank you for the opportunity to testify on this measure.



HB1739: Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair,
Representative Marilyn B. Lee, Vice Chair

FROM: Lisa Gibson
President
Hawaii Science & Technology Council

RE:  Testimony In Strong Opposition to HB 1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. The Hawaii Science & Technology Council
(HISciTech) strongly opposes HB1739.

Federal research and development support plays a critical role in growing Hawaii’s science and
tech sectors with support coming from a range of Federal sources including the Department of
Defense, NIH, NSF, Department of Energy, Homeland Security, Department of Agriculture, etc.
Clearly the recently passed “Stimulus” plan, American Recovery and Reinvestment Act is a
testament to this. However, federal funds are restricted to only research and development activities
and may not be used for commercialization. Through leveraging of federal funds the state receives
a greater return on investment when companies are able to accelerate commercialization through
use of complementary and unrestricted Act 221/215 funds. The language and specific definitions of
qualified research in Act 178/221/215 were originally designed and written to be aligned with the
industries, activities, and types of research conducted by companies that do research by and
through the federal government. This proposed Bill will eliminate the ability for the largest
research and experimentation sector in Hawaii to qualify for the benefits under HRS Chapter 235
and eviscerate the entire purpose and intent of the Hawaii Legislature in enacting Act 221/215.
Finally, the language of the bill is vague and confusing and may have unintended consequences
which negatively impact the growth of Hawaii’s tech companies. Therefore, we strongly oppose
this bill.

The Hawaii Science & Technology Council (HISciTech) is a 501(c)6 industry association with a
28-member board. HISciTech serves Hawaii companies engaged in ocean sciences, agricultural
biotechnology, astronomy, defense aerospace, biotech/life sciences, information & communication
technology, energy, environmental technologies, and creative media.

Sincerely,

Lisa H. Gibson

President

Hawaii Science & Technology Council
(808)536-4670

lgibson@hiscitech.org

733 Bishop Street, Suite 2950 Honolulu, Hawaii 96813
808.536.4670 phone | 808.536.4680 fax |



Edutainment Resources, Inc.
(P RH%RGERARTESS

HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Lishan Chong
President & CEO
Edutainment Resources, Inc.

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Commiittee,

Thank you for the opportunity to testify on this bill. Edutainment Resources, Inc. strongly
opposes HB1739.

Federal research and development support plays a critical role in growing Hawaii’s science and
tech sectors with support coming from a range of Federal sources including the Department of
Defense, NIH, NSF, Department of Energy, Homeland Security, Department of Agriculture, etc.
Clearly the recently passed “Stimulus” plan, American Recovery and Reinvestment Act is a
testament to this. However, federal funds are restricted to only research and development
activities and may not be used for commercialization. Through leveraging of federal funds the
state receives a greater return on investment when companies are able to accelerate
commercialization through use of complementary and unrestricted Act 221/215 funds. The
language and specific definitions of qualified research in Act 178/221/215 were originally
designed and written to be aligned with the industries, activities, and types of research
conducted by companies that do research by and through the federal government. This
proposed Bill will eliminate the ability for the largest research and experimentation sector in
Hawaii to qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose and
intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill is
vague and confusing and may have unintended consequences which negatively impact the
growth of Hawaii’s tech companies. Therefore, we strongly oppose this bill.

Edutainment Resources, Inc. integrates digital media in education - specifically developing
learning English as a second language (ESL) multimedia materials delivered via iPhone, DVD and
Internet platforms to users around the world. We are headquartered in Hawaii and have been
able to work with over 50 independent contractors during our peak production. We were the

1021 Smith Street, Suite 225 * Honolul, Hawaii 96817, U.S.A. * 808.524.1505 Fax: 808.524.1367



first company to launch ESL Apps (applications) in December 2008 on iPhone 3G and within
weeks our ESL Apps were used by learners from over 30 countries. We are confident this initial
strong response from the market will lead to revenue generation that in return will benefit our
economy.

Since we started several years ago, we have been able to raise money through the Act 221 tax
credit program to conduct R&D and product development. Although we have made significant
progress, we still need additional capital to continue our development until enough revenue
can be generated to sustain our operation. Without Act 221, we would not have been able to
raise the funding to get us to where we are — closer to fruition of our hard work and a success
that will benefit all of us in Hawaii!

Thank you for the opportunity to testify.

Sincerely,

r—

Lishan Chong

President and CEO

808-778-6348
Lishan@EdutainmentResources.com



Shinkawa Limited
1481 S. King Street #201, Honolulu, Hawaii 96814, 808-G47-9475, Fax B808-948-3229, gnlinesurfi@yahoo com

2/25/09
FAX to: 808-586-6001
HE1739 - Relating to Taxation

DATE: February 28, 2009
TIME: 11:00 am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Gshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Paul Shinkawa, Vice President
RE: Testimony in Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Commitiee,

Thank you for the opportunity to testify on these bills.  Shinkawa Limited opposes
HB1739.

Federal research and development support plays a critical role in growing Hawail's
science and tech sectors with support coming from a range of Federal sources inciuding
the Department of Defense, NIH, NSF, Department of Energy, Homeland Security,
Department of Agriculture, etc. Clearly the recently passed “Stimuius” plan, American
Recovery and Reinvestment Act is a testament to this. However, federal funds are
restricted to only research and development activities and may not be used for
commercialization. Through leveraging of federal funds the state receives a greater
return on investment when companies are able to accelerate commercialization through
use of complementary and unrestricted Act 221/215 funds. The language and specific
definitions of qualified research in Act 178/221/215 were originally designed and written
to be aligned with the industries, activities, and types of research conducted by
companies that do research by and through the federal government. This proposed Bill
will eliminate the ability for the largest research and experimentation sector in Hawaii to
qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose anc
intent of the Hawail Legislature in enacting Act 221/215. Finally, the language of the biil
is vague and confusing and may have unintended consequences which negatively
impact the growth of Hawaii’s tech companies. Therefore, we strongly oppose this hill.

Thank you for the opportunity to testify on this important bill.

Sincerely,

aut Shinkawa

+d 002E L3ArYIs”yT dH WHSZ2:TT 500 S22 G8d



HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Comimittee on Finance

RE: TestnnonymStrong Opposmon to HB1739

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Aloh c strongly opposes

HB1739.

Federal research and development support plays a critical role in growing Hawaii’s
science and tech sectors with support coming from a range of Federal sources including
the Department of Defense, NIH, NSF, Department of Energy, Homeland Security,
Department of Agriculture, etc. Clearly the recently passed “Stimulus” plan, American
Recovery and Reinvestment Act is a testament to this. However, federal funds are
restricted to only research and development activities and may not be used for
commercialization. Through leveraging of federal funds the state receives a greater return
on investment when companies are able to accelerate commercialization through use of
complementary and unrestricted Act 221/215 funds. The language and specific
definitions of qualified research in Act 178/221/215 were originally designed and written
to be aligned with the industries, activities, and types of research conducted by
companies that do research by and through the federal government. This proposed Bill
will eliminate the ability for the largest research and experimentation sector in Hawaii to
qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose and
intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill
1s vague and confusing and may have unintended consequences which negatively impact
the growth of Hawaii’s tech companies. Therefore, we strongly oppose this bill.

Aloha Island, Inc. is a digital media company that would
not exist Without Act 221. We hire local artists,
engineers and programmers to develop software.

Sincerely,

Mark Loughridge
President

Aloha Island, Inc.
808.945.7745
info@alohaislandinc.com



REAL-TIME GENOMICS, LLC

HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Blair Stultz
President
Real-Time Genomics, LLC

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Real-Time Genomics 0pposes
HB1739.

Federal research and development support plays a critical role in growing Hawaii’s
science and tech sectors with support coming from a range of Federal sources
including the Department of Defense, NIH, NSF, Department of Energy, Homeland
Security, Department of Agriculture, etc. Clearly the recently passed “Stimulus”
plan, American Recovery and Reinvestment Act is a testament to this. However,
federal funds are restricted to only research and development activities and may not
be used for commercialization. Through leveraging of federal funds the state
receives a greater return on investment when companies are able to accelerate
commercialization through use of complementary and unrestricted Act 221/215
funds. The language and specific definitions of qualified research in Act
178/221/215 were originally designed and written to be aligned with the industries,
activities, and types of research conducted by companies that do research by and
through the federal government. This proposed Bill will eliminate the ability for the
Jargest research and experimentation sector in Hawaii to qualify for the benefits
under HRS Chapter 235 and eviscerate the entire purpose and intent of the Hawaii
Legislature in enacting Act 221/215. Finally, the language of the bill is vague and
confusing and may have unintended consequences which negatively impact the
growth of Hawaii’s tech companies. Therefore, we strongly oppose this bill.

Real-Time Genomics is developing an array reader for analyzing DNA. Our sector
is in biotechnology with applications in military and commercial use. We have
created four positions in our first year primarily in scientific research and
engineering. Our plans include manufacturing our products locally for the national
market. We need the investment opportunity created by the Act 221 to successfully
fund our project over the next two years until we have a commercially viable
product.

46-153 MALINA PLACE » KANEOHE, HAWAII 96744 « PHONE:(808)247-6706 FAX:(808)235-0551



REAL-TIME GENOMICS, LLC

Thank you for the opportunity to testify on this important bill.

Sincerely,

b S

Blair Stultz

President

Real-Time Genomics, LLC
808/247-6706
bearmach@hawaii.rr.com

46-153 MALINA PLACE « KANEOHE, HAWAII 06744 « PHONE:(808)247-6706 FAX:(808)235-0551



HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Roy Tjioe, Principal, Island Film Group
RE: Testimony in Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Island Film Group strongly opposes
HB1739.

Federal research and development support plays a critical role in growing Hawaii’s
science and tech sectors with support coming from a range of Federal sources including
the Department of Defense, NIH, NSF, Department of Energy, Homeland Security,
Department of Agriculture, etc. Clearly the recently passed “Stimulus” plan, American
Recovery and Reinvestment Act is a testament to this. However, federal funds are
restricted to only research and development activities and may not be used for
commercialization. Through leveraging of federal funds the state receives a greater return
on investment when companies are able to accelerate commercialization through use of
complementary and unrestricted Act 221/215 funds. The language and specific
definitions of qualified research in Act 178/221/215 were originally designed and written
to be aligned with the industries, activities, and types of research conducted by
companies that do research by and through the federal government. This proposed Bill
will eliminate the ability for the largest research and experimentation sector in Hawaii to
qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose and
intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill
is vague and confusing and may have unintended consequences which negatively impact
the growth of Hawaii’s tech companies. Therefore, we strongly oppose this bill.

Sincerely,

Roy Tjioe

Principal

Island Film Group

808 536-7955
rtjioe@islandfilmgroup.com



FINTestimony

T-om: mailinglist @ capitol.hawaii.gov

it Wednesday, February 25, 2009 4:57 PM
e FINTestimony
Cc: candramaita@yahoo.com
Subject: Testimony for HB1739 on 2/26/2009 11:00:00 AM

Testimony for FIN 2/26/2009 11:00:00 AM HB1739

Conference room: 308

Testifier position: comments only
Testifier will be present: No
Submitted by: candra maita
Organization: Individual

Address:

Phone:

E-mail: candramaita@yahoo.com
Submitted on: 2/25/2009

Comments:
If you are serious about helping the economic picture in Hawai'i, you MUST keep Act 88 and
Act 221/215 in effect. If these acts are lessened or eliminated, Hawai'i will lose upward of
100 million dollars of production per year. Additionally, these acts have created jobs, and
brought millions of dollars in secondary spending into our state. They have also contributed
to Hawai'i receiving millions of dollars in free advertising in TV and film. Act 88 and Act
221/215 have helped the Hawaii film and television industry grow dramatically. With this
swth has come an increase in the number of industry professionals as well as facility and
juipment infrastructure. All of which make it easier and less expensive for film and
television projects to be made in Hawaii . More important, however, is that Act 88 and Act
221/215 have been strong economic drivers for the Hawaii economy and support the creation
of high-pay, high-skilled jobs for our current residents and future generations.



HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: William K. Akiona Il
Projects Director
OmniGreen Renewables

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. OmniGreen Renewables LLC strongly
opposes HB1739.

Federal research and development support plays a critical role in growing Hawaii's science and
tech sector’s with support coming from a range of Federal sources including the Department of
Defense, NIH, NSF, Department of Energy, Homeland Security, Department of Agriculture, etc.
Clearly the recently passed “Stimulus” plan, American Recovery and Reinvestment Actisa
testament to this. However, federal funds are restricted to only research and development activities
and may not be used for commercialization. Through leveraging of federal funds the state receives a
greater return on investment when companies are able to accelerate commercialization through
use of complementary and unrestricted Act 221/215 funds. The language and specific definitions of
qualified research in Act 178/221/215 were originally designed and written to be aligned with the
industries, activities, and types of research conducted by companies that do research by and
through the federal government. This proposed Bill will eliminate the ability for the largest
research and experimentation sector in Hawaii to qualify for the benefits under HRS Chapter 235
and eviscerate the entire purpose and intent of the Hawaii Legislature in enacting Act221/215.
Finally, the language of the bill is vague and confusing and may have unintended consequences
which negatively impact the growth of Hawaii's tech companies. Therefore, we strongly oppose this
bill.

OmniGreen Renewables LLC is a newly formed BioEnergy Systems Developer company
conducting renewable energy biomass research and development on the Wai‘anae Coast of O‘ahuy,
where we are planning for sustainable development projects that will simulate the rural economy
and create “Green Jobs.”

Thank you for the opportunity to testify.
Respectfully,

William K. Akiona I

Projects Director
OmniGreen Renewables LLC
808 923-1737
omnigreen2020@yahoo.com



FINTestimony

“rom: mailinglist@capitol.hawaii.gov

sent: Wednesday, February 25, 2009 7:22 PM

To: FINTestimony

Cc: rickbrock1@yahoo.com

Subject: Testimony for HB1739 on 2/26/2009 11:00:00 AM

Testimony for FIN 2/26/2009 11:00:00 AM HB1739

Conference room: 308

Testifier position: oppose
Testifier will be present: No
Submitted by: rick brock
Organization: local 600 west coast
Address:

Phone: 310 344 4889

E-mail: rickbrockl@yahoo.com
Submitted on: 2/25/2009

Comments:



FINTestimony

“rom: mailinglist@capitol.hawaii.gov

sent: Wednesday, February 25, 2009 7:21 PM

To: FINTestimony

Cc: rickbrock1@yahoo.com

Subject: Testimony for HB1743 on 2/26/2009 3:00:00 PM

Testimony for FIN 2/26/2009 3:00:00 PM HB1743

Conference room: 308

Testifier position: oppose
Testifier will be present: No
Submitted by: rick brock
Organization: local 600 west coast
Address:

Phone: 310 344 4889

E-mail: rickbrockl@yahoo.com
Submitted on: 2/25/2009

Comments:



FINTestimony

“rom: mailinglist@capitol.hawaii.gov

jent: Wednesday, February 25, 2009 7:21 PM

To: FINTestimony

Cc: rickbrock1@yahoo.com

Subject: Testimony for HB1746 on 2/26/2009 3:00:00 PM

Testimony for FIN 2/26/2009 3:00:00 PM HB1746

Conference room: 308

Testifier position: oppose
Testifier will be present: No
Submitted by: rick brock
Organization: local 60@ west coast
Address:

Phone: 310 344 4889

E-mail: rickbrockl@yahoo.com
Submitted on: 2/25/2009

Comments:



FINTestimony

“rom: mailinglist@capitol.hawaii.gov

sent: Wednesday, February 25, 2009 7:20 PM

To: FINTestimony

Cc: rickbrock1@yahoo.com

Subject: Testimony for HB1583 on 2/26/2009 2:00:00 PM

Testimony for FIN 2/26/2009 2:00:00 PM HB1583

Conference room: 308

Testifier position: oppose
Testifier will be present: No
Submitted by: rick brock
Organization: local 600 west coast
Address:

Phone: 310 344 4889

E-mail: rickbrocki@yahoo.com
Submitted on: 2/25/2009

Comments:



FINTestimony

“rom: Emma Yuenn [nanueiki@gmail.com]

sent: Wednesday, February 25, 2009 7:07 PM

To: Rep. Marcus Oshiro; Rep. Marilyn Lee; FiNTestimony
Subject: Strong opposition to HB 345 -- Delaying Fair Elections Bill

Marcus R. Oshiro
Marilyn B. Lee
Committee on Finance

Emma Yuenn
nanueiki@gmail.com

1350 Ala Moana Blvd Apt 1209
Honolulu, HI 96814

Friday, February 27, 2009 04:00 PM
Strong opposition to HB 345 -- Delaying Fair Elections Bill

I strongly oppose this bill. I grew up on the Big Island and now live in Oahu, I was so proud
that the Big Island was willing to be the first island to try publicly funded elections.
However, this bill would delay the implementation of publicly funded elections which were
supported by a strong majority of Hawaii's residents, and the county council of Hawaii. We
must keep the momenum of the newly-passed publicly funded elections bill (aCT 244). Please do
not pass HB 345! Mahalo



Dear Chair Oshiro, Vice-chair Lee and members of the committee:

| strongly oppose the portions of HB1739, HB1743, HB1746, HB1583, H1588 and HB1589 (to be
heard on 2/26 at varying times from 11am - 3pm) that apply to Section 235-17, the basic refundable
tax credit also known as Act 88 and ask that you remove its reference from the measure because it a
fiscally responsible credit that is part of the solution and not part of the problem for the following reasons:

- Act 88 is NOT a drain on the general fund - it is revenue neutral

- It's based on a percentage of actual spend - if a company doesn't spend the money, they don't get a
rebate

- The measure has generated over $300 million in direct expenditures into the local economy at no cost to
the state

- Spending by the industry is broad-based and creates business opportunities to hundreds of vendors
throughout the state

- It creates hundreds of direct industry jobs and indirect supporting industry jobs
- It supports visitor industry infrastructure - hotels, airlines, rental cars, dry cleaners, restaurants, etc
- It provides for millions of dollars of free advertising

I understand the need to review all credits. In light of the above information, | respectfully request that
you eliminate Section 235-17 from the measure.

| do however support HB1451, also to be heard on Thursday, 2/26, seeking to extend Act 221 for 5 years.
The importance of Act 221/215 in attracting film projects to Hawaii and helping to develop independent
film projects in Hawaii can not be understated nor can the economic benefits to the industry and the
State.be overstated.

Thank you for the opportunity to provide these comments.

Art Rivers
Location Manager



February 26, 2009

Representative Marcus Oshiro, Chairman
House Finance Committee

Hawaii State Capitol, Room 306
Honolulu, HI 96813

Re: HB 1739, Relating to Taxation
General House Revenue Generating Legislation

Dear Representative Oshiro,

We, the undersigned, strongly support in principle the intent of this and other revenue-
generating and cost-cutting legislation proposed by the House finance Committee. As
providers of human service, we are keenly aware that many in our community are
suffering due to the loss of jobs, the mortgage crisis and the general economic downturn
which is affecting not only people with limited resources but also those of the middle
class.

In times of economic downturn, it is common for services and support for the most
vulnerable in our communities to be radically reduced or even eliminated from the budget
as has occurred with the Healthy Start program, Hawaii’s premier and effective child
abuse prevention program.

These bills represent an honest effort to not only achieve a balanced budget but to do so
in a balanced way. Our Hawaii community and our nation face a daunting challenge of
overcoming the most serious economic crisis that most of us have ever seen. It is right
and pono that everyone gives a little so that all can survive. Therefore, we support the
intent of revenue generating legislation.

We would like to note that some modifications may be necessary. For example, in regard
to income tax adjustments, studies show that it costs at least $67,000 annually for a
family of four to live in Hawaii.(Aloha United Way, 2007) Therefore we suggest that this
be taken into consideration in any tax adjustments or other mechanisms resulting in
reduced income.

Recognizing that human services must bear its fair share of reductions, we also hope that
between the budget balancing efforts @nd income from the federal economic stimulus
package that Healthy Start child abuse prevention services for infants and toddlers will be
continued, even if this means at a reduced spending level.

Marcus Oshiro, House Finance Committee
HB 1739Testimony

Page 1



Sincerely,

Je auckhorst, CEO
Catholic Charities Hawaii

P S S

Howard Garval, President & CEO
Child and Family Service

oijnn Freed Executlve Director

Family Support Services of West Hawan

Gail Breakey, Executive Director
Hawaii Family Support Institute

Jani Sheppa:rd, CEO |
Maui Family Support Services

Ruthann Quitiquit; President & CEO
Parents and Children Together

At

thia Albers, Executive Director
YWCA of Hawaii Island

Marcus Oshiro, House Finance Committee
HB 1739Testimony
Page 2



FINTestimony

“rom: mailinglist@capitol.hawaii.gov

sent: Wednesday, February 25, 2009 8:08 AM

To: FINTestimony

Cc: strsws@mac.com

Subject: Testimony for HB1739 on 2/26/2009 11:00:00 AM
Attachments: 221-215 Slideshow.pdf; 221-215 Handouts.pdf

Testimony for FIN 2/26/2009 11:00:00 AM HB1739

Conference room: 308

Testifier position: comments only

Testifier will be present: Yes

Submitted by: Shan Steinmark

Organization: Strategic Transitions Research
Address: 66 Queen Street - #3501 Honolulu, HI
Phone: 8884639590

E-mail: strsws@mac.com

Submitted on: 2/25/2009

Comments:

Aloha Members of the House Finance Committee, &quot;The answers to our problems don't lie
beyond our reach. They exist in our laboratories and universities, in our fields and our
factories, in the imaginations of our entrepreneurs and the pride of the hardest-working
people on Earth&quot; - President Barack Obama, February 24, 2009.

To effectively address the threats to people‘s jobs, homes &amp; &quot;safety net&quot; we
ust (a) pursue Hawaii's strategic growth opportunities, (b) continue to build our state's
innovation pipeline of creative and useful ideas and (c) develop our local entrepreneurs and
intellectual property.

We cannot shrink our way to success; rather, we must expand &amp; augment Act 221/215 - a
program that has demonstrated a 3:1 return-on-investment for Hawaii &amp; its citizens.
Mahalo,

Shan Steinmark



FINTestimony

“rom: mailinglist@capitol. hawaii.gov

jent: Wednesday, February 25, 2009 7:24 AM

To: FINTestimony

Cc: momalley@goodsill.com

Subject: Testimony for HB1739 on 2/26/2009 11:00:00 AM

Testimony for FIN 2/26/2009 11:00:00 AM HB1739

Conference room: 308

Testifier position: oppose

Testifier will be present: No

Submitted by: Michael J. 0'Malley

Organization: Individual

Address: 1099 Alakea St., Ste. 1800 Honolulu, Hawaii 96813
Phone: 808-547-5836

E-mail: momalley@goodsill.com

Submitted on: 2/25/2009

Comments:
HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 3068

‘0: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Michael 3. 0’Malley
Partner, Goodsill Anderson Quinn &amp; Stifel LLP

RE: Testimony in Strong Opposition to HB1739

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. I am a tax partner in Goodsill
Anderson Quinn &amp; Stifel LLP and am writing as an individual (and not on behalf of my
firm) to express my strong opposition to HB1739.

Federal research and development support plays a critical role in growing Hawaii’s science
and tech sectors with support coming from a range of Federal sources including the Department
of Defense, NIH, NSF, Department of Energy, Homeland Security, Department of Agriculture, etc
Clearly the recently passed “Stimulus” plan, American Recovery and Reinvestment Act is a °
testament to this. However, federal funds are restricted to only research and development
activities and may not be used for commercialization. Through leveraging of federal funds the
state receives a greater return on investment when companies are able to accelerate
commercialization through use of complementary and unrestricted Act 221/215 funds. The
language and specific definitions of qualified research in Act 178/221/215 were originally
‘esigned and written to be aligned with the industries, activities, and types of research
conducted by companies that do research by and through the federal government. This proposed
Bill will eliminate the ability for the largest research and experimentation sector in Hawaii
to qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose and

1



intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill
is vague and confusing and

may have unintended consequences which negatively impact the growth of Hawaii’s tech
companies.

Therefore, I strongly oppose this bill.
Sincerely,
Michael J. O’Malley

808-547-5836
momalley@poodsill.com




HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Fritz M. Amtsberg
Title: Programs
Company Oceantronics, Inc.

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,
Thank you for the opportunity to testify on this bill. Oceantronics Inc. strongly opposes HB1739.

Federal research and development support plays a critical role in growing Hawaii’s science and
tech sectors with support coming from a range of Federal sources including the Department of
Defense, NIH, NSF, Department of Energy, Homeland Security, Department of Agriculture, etc.
Clearly the recently passed “Stimulus” plan, American Recovery and Reinvestment Act is a
testament to this. However, federal funds are restricted to only research and development
activities and may not be used for commercialization. Through leveraging of federal funds the
state receives a greater return on investment when companies are able to accelerate
commercialization through use of complementary and unrestricted Act 221/215 funds. The
language and specific definitions of qualified research in Act 178/221/215 were originally
designed and written to be aligned with the industries, activities, and types of research conducted
by companies that do research by and through the federal government. This proposed Bill will
eliminate the ability for the largest research and experimentation sector in Hawaii to qualify for
the benefits under HRS Chapter 235 and eviscerate the entire purpose and intent of the Hawaii
Legislature in enacting Act 221/215. Finally, the language of the bill is vague and confusing and
may have unintended consequences which negatively impact the growth of Hawaii’s tech
companies. Therefore, we strongly oppose this bill.

Sincerely,

Fritz M. Amtsberg
Oceantronics, Inc.

Female Owned and Run
Small Disadvantaged Business
711 No. Nimitz Hwy.
Honolulu, HI 96817

Ph. 808-522-5600

Fax 808-522-5222

Cell 808-216-0256

Skype - oceantronics

web www.oceantronics.net
e-mail fritz@oceantronics.net
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RE: Testimony in Strong Opposition to HB1738
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SEE/RESCUE® Corporation designs, develops, and patents Survival technologies for Military, Commercial and Civilian Markets.

SEE/MRESCUED
developed the patented and military-appioved RescueStreamer® technology that is now in use by all branches of the u.s.

riittary and by commercial
and civilian groups around the world (www. RescueSireamer.com;). SEE/RESCUE Corporation licansed the

SeacueSiraamer tachnology 1o Rescue Technologies
wporation in Ales, Hawail, where they build and distribute the RescueStreamer product woridwide from their Oahu base.

" afthough SEE/RESCUE Corporation
does not directly benefit from Act 291215, we believe it is a critical piece to continue to build a technology sector to diversily the

Hawalian sconomy.

Sincarsly,

[, Fobert Yonover

Prasident

SEFRESCUE Corporation

toi, 808-305-1668

e-mail: SeeRescue@iuno.com

HB1451 HD1 - Ralating to Taxation
DATE: February 28, 2008

TIME: 2:00pm

PLACE: Conference Room 308

TO: House Commitiee on Finance
Representative Marcus R, Oshiro, Chair
Representative Mariiyn B. Lee, Vice Chair

FROM: Dr. Bobert Yonover

Frgsident
SEE/RESCUE Corporation
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PACIFIC HOUSING ASSISTANCE CORPORATION

677 ALA MOANA BOULEVARD- SUITE 712-HONOLULU, HAWAII 96813+ (808) 523-5681

TESTIMONY ON H. B. 1739, RELATING TO TAXATION
Before the House Committee on Finance
February 26, 2009, 11:00 am (Agenda #2); CONFERENCE ROOM 308
Submitted By: Marvin Awaya, Executive Director

The Pacific Housing Assistance Corporation, a Hawaii non-profit corporation,
opposes H.B. 1739 as it will have a devastating effect on affordable rental
housing developments for seniors and families.

Affordable rental housing in Hawaii is very difficult, but possible to finance
because of the private equity invested through the sale of Federal and State
Low Income Housing Tax Credits. The difficulty occurs because the
mortgage and the equity frequently are insufficient to cover the total cost of
development. The City and County of Honolulu has been very supportive of
affordable rental housing projects by appropriating Federal-HUD Community
Development Block Grants ("CDBG"”) and HOME Investment Partnership
Program (“"HOME") funds to fill the “gap” in the financing of our projects.
Without this blending and leveraging of various sources of funds, the
development of affordable rental housing would be seriously impaired.

We urge that State Low Income Housing Tax Credits be excluded from this
bill.
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Ocean Engineering
& Energy Systems

HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Harry Jackson
President & CEO
Ocean Engineering and Energy Systems, Inc.

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Ocean Engineering and Energy
Systems, Inc., strongly opposes HB1739.

Federal research and development support plays a critical role in growing Hawaii’s
science and tech sectors with support coming from a range of Federal sources including
the Department of Defense, NIH, NSF, Department of Energy, Homeland Security,
Department of Agriculture, etc. Clearly the recently passed “Stimulus” plan, American
Recovery and Reinvestment Act is a testament to this. However, federal funds are
restricted to only research and development activities and may not be used for
commercialization. Through leveraging of federal funds the state receives a greater return
on investment when companies are able to accelerate commercialization through use of
complementary and unrestricted Act 221/215 funds. The language and specific
definitions of qualified research in Act 178/221/215 were originally designed and written
to be aligned with the industries, activities, and types of research conducted by
companies that do research by and through the federal government. This proposed Bill
will eliminate the ability for the largest research and experimentation sector in Hawaii to
qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose and
intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill
is vague and confusing and may have unintended consequences which negatively impact
the growth of Hawaii’s tech companies. Therefore, we strongly oppose this bill.

Our small business company is in the renewable energy sector providing local
opportunity to develop and commercialize Ocean Thermal Energy Conversion

6600 Kalanianaole Hwy. Suite 224 ® Honolulu, HI 96825, USA & Ph: 808.954.6020 ¢ Fax: 808.954.6010
WWW.0CEes.Com



technologies for Hawaii and other locations. Since we are in the early start-up phase of
establishing our corporate presence and marketing our technology/ability to build these
projects that provide electricity, fresh water and seawater air conditioning, Act 221/215 is .
our life source to provide the funding to keep our company operating! Act 221/215, in its
current format, makes investors excited about investing in our technology and it gives
them a stronger incentive to make an investment here in Hawaii with our company

instead of going somewhere else like Nevada, Texas or North Carolina to invest their
dollars.

Sincerely,

Harry G. Mckson
President & CEO
Ocean Engineering and Energy Systems, Inc.

808-954-6020
hjackson@ocees.com
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1515 Ualakaa Place
Honolulu, H1. 96822
Phone: (808) 944-9283 Fax: (808) 941-2503

NATURAL POWER CONCEF’TS E-Mail: larry@naturalpowerconcepts.com

\‘__m/ Web: www.naturalpowerconcepts.com

HB1739 - Relating to Taxation

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Larry Lieberman, CEO
Natural Power Concepts, Inc.

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,
Thank you for the opportunity to testify on this bill. Natural Power Concepts strongly opposes HB1739.

“ederal research and development support plays a critical role in growing Hawaii’s science and tech sectors with support
coming from a range of Federal sources including the Department of Defense, NIH, NSF, Department of Energy,
Homeland Security, Department of Agriculture, etc. Clearly the recently passed “Stimulus” plan, American Recovery and
Reinvestment Act is a testament to this. However, federal funds are restricted to only research and development activities
and may not be used for commercialization. Through leveraging of federal funds the state receives a greater return on
investment when companies are able to accelerate commercialization through use of complementary and unrestricted Act
221/215 funds. The language and specific definitions of qualified research in Act 178/221/215 were originally designed
and written to be aligned with the industries, activities, and types of research conducted by companies that do research by
and through the federal government. This proposed Bill will eliminate the ability for the largest research and
experimentation sector in Hawaii to qualify for the benefits under HRS Chapter 235 and eviscerate the entire purpose and
intent of the Hawaii Legislature in enacting Act 221/215. Finally, the language of the bill is vague and confusing and may
have unintended consequences which negatively impact the growth of Hawaii’s tech companies. Therefore, we strongly
oppose this bill.

Natural Power Concepts (NPC) is an alternative energy technology incubator headquartered in Honolulu, Hawaii.
We are working diligently to design, develop and rapidly prototype and test a variety of innovative new renewable
energy devices that are a perfect showcase for Hawaii’s extraordinary natural renewable energy resources such as
wind, waves, current flow, solar, and geothermal heat. We are partially funded through Act-221 investors and |
believe it is likely we would have had to move the company to a competing Mainland location for ocean energy
research such as California, Oregon, or Florida if we had not been able to secure funding here in Hawaii. NPC
currently employs eight full time staff plus the near-full time services of several contractors and vendors.

Sincerely,

arry Lieberman

CEO

Natural Power Concepts
808-741-7529
larry@naturalpowerconcepts.com



FINTestimony

“rom: mailinglist@capitol. hawaii.gov
ent: Wednesday, February 25, 2009 2:30 PM
To: FINTestimony
Cc: scott@AmericanFilmActor.com
Subject: Testimony for HB1739 on 2/26/2009 11:00:00 AM

Testimony for FIN 2/26/2009 11:00:00 AM HB1739

Conference room: 308

Testifier position: oppose
Testifier will be present: No
Submitted by: Scott Rogers
Organization: Individual

Address: 1111 D Wainiha Street HI
Phone: 808 779-4444

E-mail: scott@AmericanFilmActor.com
Submitted on: 2/25/2009

Comments:

If you really want to help the economy in Hawai’i, You MUST not only keep but increase, the
tax incentives in Act 88 and Act 221/215. THey create JOBS and bring in millions in
secondary spending, not to mention millions of dollars in TV and film exposure. Act 88 and
Act 221/215 have helped the Hawaii film and television industry grow dramatically. With this
growth has come an increase in the number of industry professionals as well as facility and
equipment infrastructure. All of which make it easier and less expensive for film and
elevision projects to be made in Hawaii. More important, however, is that Act 88 and Act
£21/215 have been strong economic drivers for the Hawaii economy and support the creation of
high-pay, high-skilled jobs for our current residents and future generations.



Dear Chair Oshiro, Vice-chair Lee and members of the committee:

| strongly oppose the portions of HB1739, HB1743, HB1746, HB1583, H1588 and HB1589 (to be
heard on 2/26 at varying times from 11am — 3pm) that apply to Section 235-17, the basic refundable
tax credit also known as Act 88 and ask that you remove its reference from the measure because it a
fiscally responsible credit that is part of the solution and not part of the problem for the following reasons:
- Act 88 is NOT a drain on the general fund - it is revenue neutral

- It's based on a percentage of actual spend - if a company doesn't spend the money, they don't get a
rebate

- The measure has generated over $300 million in direct expenditures into the local economy at no cost to
the state

- Spending by the industry is broad-based and creates business opportunities to hundreds of vendors
throughout the state

- It creates hundreds of direct industry jobs and indirect supporting industry jobs
- It supports visitor industry infrastructure - hotels, airlines, rental cars, dry cleaners, restaurants, etc
- It provides for millions of dollars of free advertising

| understand the need to review all credits. In light of the above information, | respectfully request that
you eliminate Section 235-17 from the measure.

| do however support HB1451, also to be heard on Thursday, 2/26, seeking to extend Act 221 for 5 years.
The importance of Act 221/215 in attracting film projects to Hawaii and helping to develop independent
film projects in Hawaii can not be understated nor can the economic benefits to the industry and the
State.be overstated.

Thank you for the opportunity to provide these comments.

Art Rivers
Location Manager



FINTestimony

“rom: mailinglist@capitol.hawaii.gov

sent: Wednesday, February 25, 2009 12:21 PM

To: , FINTestimony

Cc: jsuapaia@1013integrated.com

Subject: Testimony for HB1739 on 2/26/2009 11:00:00 AM

Testimony for FIN 2/26/2009 11:00:00 AM HB1739

Conference room: 308

Testifier position: oppose

Testifier will be present: No

Submitted by: Jason Suapaia

Organization: 1013 Integrated Branding + Production
Address: 1013 Kawaiahao Street Honolulu, Hi

Phone: 593-8848

E-mail: jsuapaia@l@l3integrated.com

Submitted on: 2/25/2009

B

Comments:



FINTestimony

“rom: mailinglist@capitol.hawaii.gov

sent: Wednesday, February 25, 2009 11:58 AM

To: FINTestimony

Cc: alohairish@aol.com

Subject: Testimony for HB1739 on 2/26/2009 11:00:00 AM

Testimony for FIN 2/26/2009 11:00:06 AM HB1739

Conference room: 308

Testifier position: oppose
Testifier will be present: No
Submitted by: Irish Barber
Organization: Individual
Address: Mokuhano St Honolulu HI
Phone: 808-479-1770

E-mail: alohairish@aol.com
Submitted on: 2/25/2009

Comments:
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“rom: mailinglist@capitol.hawaii.gov

sent: Wednesday, February 25, 2009 8:51 AM

To: FINTestimony

Cc: donbryan@tfp-hi.com

Subject: Testimony for HB1739 on 2/26/2009 11:00:00 AM

Testimony for FIN 2/26/2009 11:00:00 AM HB1739

Conference room: 308

Testifier position: oppose

Testifier will be present: No

Submitted by: Don Bryan

Organization: Tradewinds Forest Products LLC
Address: P O Box 43 0'okala, Hawaii 96774
Phone: 808 962-6803

E-mail: donbryan@tfp-hi.com

Submitted on: 2/25/2009

Comments:

DATE: February 26, 2009
TIME: 11:00am
PLACE: Conference Room 308

‘0: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

RE: Testimony in Strong Opposition to HB1739
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Tradewinds Forest Products strongly
opposes HB1739.

Restricting federal funds to be used only for research and development ignores the fact that
there are companies like ours that have done their R&amp;D, and now stand ready to build. I
believe that the true intent of the stimulus program is to provide actual jobs. More jobs are
created by opening a commercial business than by conducting research. This proposed Bill
will largely eliminate the benefits created by the Hawaii Legislature in enacting Act 221/215
Therefore, we strongly oppose this bill.

Tradewinds Forest Products is a veneer manufacturing facility and biomass fueled power plant
located in O’okala, Hawaii. When fully operational, we will provide approximately 10@ much-
needed jobs for residents of the Hamakua Coast. The plant is now “shovel ready.” The only
significant obstacle to moving forward is funding.

Investors find the tax benefits of 221 attractive, especially in these dire economic
circumstances. Tinkering with this program jeopardizes investor confidence in Hawaii
investments.

Mahalo,

ponald P. Bryan
" President &amp; CEO
Tradewinds Forest Products



808 962-6803
donbryan@tfp-hi.com
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3 HB1739 - Relating to Tax
d DATE: Febniacy 26, 2009
B TIME: 11:
= PLACE: Coaference Reore 308
T Hiose Committes on Finance
Eenresentative Mareus R Oshiro, Chalr
Representative Marilys B. Lee, Vice Chair
FROW, David G, Watumall
TIUILE: President and CEO
COMPANY : Cardax Phannacsutieals, ine.
RE: Testimony in Strong Upposition 2o HBL739
Aloha Chair, Wiss Chair, and Members of the Commnuttee,
Wy name (s David Watuowll, CEO, of Cardax Pharmaceuticals, Inc. Cardax is developing a new
cliss of drugs targeting the undeclying cause of most chronie dissase, including the number one
- problem for the Native Polinesian pepulation: dizbetes and heast discase. Cardax, along with
= fioth Haweil Biotech, from witich Cardax spun ow, and Peathera Biopharma, also spun out from
= Hawaii Bintech, would ant be in existence withoot Act 211, Combined all thres cnmpaties have
! moes than 75 high paying jobs and have recefved moee thar $3¢ anillion in investor funding,
— ahmost kalf of which came from oside Heweadd, and 333 million in grant fundiog since 2001,
ok
N Thank you for the oppertanity T testify on this hill. Cardax Pharmacsuticals, [ne, strongly

opposes HB173%.
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sener, federal funds are restrieted to only research and dewelopment
5 anid may nak be sed for commercislization. Through leveraging of fedeml funds the
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FINTestimony

“rom: mailinglist@capitol.hawaii.gov
,ent: Thursday, February 26, 2009 7:21 AM
To: FINTestimony
Cc: mcdenism@hotmail.com
Subject: Testimony for HB1739 on 2/26/2009 11:00:00 AM

Testimony for FIN 2/26/2009 11:00:00 AM HB173%9

Conference room: 308

Testifier position: oppose

Testifier will be present: No
Submitted by: Denis Massey
Organization: Individual

Address: 1212 nuuanu Ave Honolulu HI
Phone: 8086944645

F-mail: mcdenism@hotmail.com
Submitted on: 2/26/2008

Comments:
If you are serious about helping the economic picture in Hawai'i, you MUST keep Act 88 and
Act 221/215 in effect. If these acts are lessened or eliminated, Hawai'i will lose upward

of 100 million dollars of production per year. Additionally, these acts have created
jobs, and brought millions of dollars in secondary spending into our state. They have
31so contributed to Hawai'i receiving millions of dollars in free advertising in TV and
film. Act 88 and Act 221/215 have helped the Hawaii film and television industry grow
dramatically. With this growth has come an increase in the number of industry
professionals as well as facility and equipment infrastructure. All of which make it
easier and less expensive for film and television projects to be made in Hawaii. More
mportant, however, is that Act 88 and Act 221/215 have been strong economic drivers for
_he Hawaii economy and support the creation of high-pay, high-skilled jobs for our current
residents and future generations.





