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Chairs Fukunaga and Hee, Vice-Chairs Baker and Tokuda and Committee members:
This bill extends EZ tax credits and exemptions for businesses engaged in the
manufacturing of tangible personal property or in the producing or processing of agricultural
products, for an additional seven years. It also allows the receipts, sales, and employees of a
businesses’ establishments in all enterprise zones located within the same county to count
towards qualification requirements. The Department appreciates the intent of this measure;
however, given the current fiscal difficulties, we oppose its enactment at this time.
Thank you for the opportunity to offer these comments.
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SENATE BILL NO. 1248
RELATING TO STATE ENTERPRISE ZONES

Chairpersons Fukunaga and Hee and Members of the Committees:

Thank you for the opportunity to comment on Senate Bill No. 1248. The purpose
of this bill is to improve the state enterprise zone program by allowing limited liability
companies to be included under the definitions of “qualified businesses” and “service
businesses,” by extending the enterprise zone tax credits and exemptions for
businesses engaged in the manufacturing of tangible personal property or in the
producing or processing of agricultural products for an additional seven years, and by
allowing the receipts, sales and employees of a business’s establishments in all
enterprise zones located within the same county to count towards qualification
requirements.

The Hawaii Department of Agriculture (HDOA) acknowledges the merit of this
measure as we believe that agriculture producers would benefit from an extension of
enterprise zone tax credits and neighborhood revitalization programs that create
agricultural jobs. However, we caution that an extension of tax credits and exemptions
in this difficult economic period may be detrimental to the economy.
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February 11, 2009
The Honorable Carol Fukunaga, Chairperson
And Members of the Senate Committee on Economic Development and Technology
The Honorable Clayton Hee, Chairperson
And Members of the Senate Committee on Water, Land, Agriculture, and Hawaiian
Affairs
Hawaii State Capitol, Conference Room 016
415 South Beretania Street
Honolulu, HI 96813
RE: Senate Bill No. 1248, Relating to State Enterprise Zones
Dear Chairpersons Fukunaga and Hee, and Committee Members:
Thank you for this opportunity to submit testimony regarding Senate Bill 1248, relating to
State Enterprise Zones (EZ). The County of Hawaii Department of Research and
Development strongly supports Senate Bill 1248, which allows manufacturers and
agricultural producers to renew their EZ eligibility for an additional seven (7) years; and
allows receipts, sales, and employees of a business establishment located within
multiple enterprise zones in the same county to count toward qualification requirements.
Hawai`i Island has, by far, the largest extent of agricultural lands, number of farms and
has the highest yield of agricultural products in the state. As a result it, there is also a
significant number of manufacturing operations related to this agricultural production. It
has been recognized that many crops take years to grow and reach market; thus the
seven (7) year timeframe for the EZ program is insufficient for agricultural businesses to
take advantage of EZ income tax credit benefits, since frequently there will be no
revenues to pay taxes on during the growing out phase. Both agriculture and
manufacturing are two business sectors that the Department strongly supports and
allowing these businesses to renew their participation for an additional seven (7) in the
EZ program, will greatly assist them during this challenging economic period.
The Department also supports allowing a business establishment located in multiple
enterprise zones within the same county to qualify for the EZ program. Often operations
are located in a rural enterprise zone area where labor and land is more affordable, and
the sales and administrative offices may be located in an urban enterprise zone area,
such as Hilo and Kona where more professionals and white collar labor is available.
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Presently, businesses with split operations are not eligible for the EZ program because
they are located in two or more enterprise zones. As land values increase, the practice
of utilizing more affordable locations in other designated zones for production purposes
will increase in the future.
The proposed amendments in Senate Bill 1248 will serve to modernize the EZ program
by addressing these changing business models and allow additional agriculture and
manufacturing businesses to participate in this employment-generating program; hence,
your Committees’ favorable consideration of this bill would be appreciated.

Sincerely,

Diane Ley
Interim Deputy Director
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Position: Strong Support
Chairs Fukunaga and Hee, and Members of the Senate EDT/WTL
Committees:
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.
Although HCIA member companies do not participate in EZ tax credits and
exemptions, we strongly believe that agriculture enterprise zones, and the
proposed extensions of the credits to include manufacturers and processors
of agricultural products are of benefit to other qualified agribusinesses.
Measures such as this support the nurturing and growth of Hawaii’s
agriculture industry.
Thank you for the opportunity to testify.

