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SUBJECT: INCOME, Extend Important Agricultural Land Tax Credit
BILL NUMBER: HB 1584, SD-1
INTRODUCED BY: Senate Committees on Water and Land and Agriculture and Environment
EXECUTIVE SUMMARY: Section 4 of the bill extends the important agricultural land tax
credit by ten years. The bill adds contradictory provisions to the credit, and the conflict should
be resolved. Also, given the sparse utilization of the credit to date, the need for the extension is
questionable.
SYNOPSIS: Amends HRS section 235-110.93 to provide that the cumulative amount of the
credit for all years claimed shall be $1 million per taxpayer. While the credit is presently a threeyear credit, the measure provides that 10% of qualified agricultural costs incurred, up to
$125,000, be allowed in the third year and each year thereafter.
Provides that for taxable years beginning after December 31, 2017, the taxpayer may only claim
the credit in the taxable year in which the taxpayer incurred the qualified agricultural costs.
Provides that the department of agriculture shall cease certifying credits after the fourteenth
taxable year following the taxable year during which the credits are first claimed, namely 2027.
Without the amendment, the credit would become ineffective after 2017.
EFFECTIVE DATE: July 1, 2050.
STAFF COMMENTS: The legislature by Act 233, 2008, enacted the important agricultural land
qualified agricultural cost tax credit.
In the department of agriculture’s most recent report on the credit, representing activity for the
2015 tax year, the department reported that it certified $375,000 in credits for two applicants. It
reported that none of the counties have submitted their approved plans and maps identifying
potential important agricultural lands (IAL) to the Land Use Commission for IAL designation as
required under Section 205-47, HRS. As of December 2016, seven private land owners have
applied for and received designation of their lands as IAL from the Land Use Commission. The
total area designated as IAL as of December 2016 was 131,555 acres. The department in its
report recommended an extension of the sunset date of the credit, which otherwise would expire
at the end of 2017.
Given that the amount of credits certified was negligible and the applicant base was extremely
small, one must ask whether the objectives of the original legislation are being met, and whether
there is any prospect of return on our investment of public dollars. The legislature may find that
it is pointless to keep watering the basalt in the hopes that something will sprout from it.
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In any event, the credit language now contains contradictory provisions. At the end of HRS
section 235-110.93(a), existing language provides that the taxpayer may claim the credit in
consecutive or inconsecutive taxable years until exhausted, in other words, that carryover of the
credit is allowed. This conflicts with new language providing that the taxpayer may only claim
the credit in the taxable year in which the taxpayer incurred the qualified agricultural costs.
Digested 3/30/2017

SENATE COMMITTEE ON WAYS AND MEANS
Thursday, March 30, 2017 1:40PM Room 211
In SUPPORT HB 1584 HD 2 Relating to Important Agricultural Lands
_____________________________________________________________________________
Aloha Chairwoman Tokuda and members of the Ways & Means Committee,
On behalf of our 20,000 members and supporters throughout the State, the Sierra Club of Hawai‘i
strongly supports the intent of HB 1584 HD2, which will require the counties to make recommendations
for important agricultural lands (IAL) by June 30, 2019 and provides a mechanism for the Land Use
Commission to identify and develop maps of IAL in the event that a county does not meet the proposed
June 30, 2019 deadline. The bill will also amend the important agricultural land qualified agricultural cost
tax credit by extending it by 10 years and increasing the tax credit amount.
The Sierra Club strongly supports this bill because it improves protections for agricultural lands by
specifically identifying lands set aside for agricultural production. Protecting these lands from future
development is one important step towards advancing the state’s goals to double local food production.
HB 1584 HD2 is consistent with the purpose of HRS §§ 205-41 - 52 by assisting the State in carrying out
its constitutional duty, as expressed in Article XI, Section 3 of the Hawai‘i State Constitution, to
“conserve and protect agricultural lands, promote diversified agriculture, increase agricultural
self-sufficiency and assure the availability of agriculturally suitable lands.” The bill aims to incentivize
efforts by each county in identifying and mapping IAL by providing grants-in-aid to county’s that submit
their respective recommendations and maps of IAL by the proposed deadline.
In furthering the the State’s Constitutional duties in regards to agricultural lands and agricultural
sustainability, HB 1584 HD2 will also have a tremendous effect on the economy and help protect our
environment. In 2008, it was estimated that replacing even 10% of the food we import with locally grown
food could result in up to $6 million in state tax revenues and create more than 2,300 jobs.1 Further,
increasing the amount of local agriculture production will lower the risk of invasive species introductions
and greatly reduce our carbon footprint.
Thank you very much for this opportunity to provide testimony on this important issue.
Mahalo,
Marti Townsend
Director
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PingSun Leung & Matthew Loke, College of Tropical Agriculture and Human Resources, University of Hawaii at
Manoa, Economic Impacts of Increasing Hawai‘i’s Food Self-Sufficiency, p.6 (Dec. 2008) available at:
http://hdoa.hawaii.gov/add/files/2012/12/FoodSSReport.pdf
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Aloha Chair Tokuda, Vice Chair Dela Cruz, and Members of the Committees:
I am Randy Cabral, President of the Hawaii Farm Bureau (HFB). Organized since 1948, the HFB
is comprised of 1,900 farm family members statewide, and serves as Hawaii’s voice of agriculture
to protect, advocate and advance the social, economic and educational interest of our diverse
agricultural community.
HFB supports HB 1584, HD2, SD1, which requires the counties to make recommendations for
important agricultural lands by 6/30/2019 and requires the Land Use Commission to identify and
designate important agricultural lands by 6/30/2020 for any county that fails to meet the
6/30/2019 deadline.
Since the enactment of the Constitutional Mandate in 1978 to preserve and protect Important
Agricultural Lands (IAL), HFBF came before the Legislature every year with proposals of how
this measure could be implemented. It was only in 2005 when the standards and criteria to
designate IAL was finally passed and in 2008 when the incentives were passed. It was a long
road.
We were pleased when the first lands were designated by Alexander and Baldwin in 2009 totaling
nearly 4000 acres in Kauai. Today, we have over 100,000 acres that were voluntarily designated
by landowners across the State.
Nearly nine years have passed since the incentives were passed in 2008 and we remain in the
phase in which counties will submit maps to the LUC identifying lands to be designated as IAL.
Act 183 (SLH 2005) states that the counties will work on identification and mapping of important
agricultural lands via funding from the State disbursed through the Land Use Commission. Most
Counties have yet to receive funding and in turn the county IAL identification and mapping has
not progressed as anticipated. HFB supports the Legislators support in implementing Act 183
by providing the funds necessary to identify and map IAL in each county.
Thank you for this opportunity to testify on this measure.

