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TESTIMONY OF
GARY S. SUGANUMA, DIRECTOR OF TAXATION

TESTIMONY ON THE FOLLOWING MEASURE:
S.B. No. 3289, Relating to Taxation.

BEFORE THE:
Senate Committee on Ways and Means

DATE: Tuesday, February 13, 2024
TIME: 10:00 a.m.
LOCATION: State Capitol, Room 211

Chair Dela Cruz, Vice-Chair Moriwaki, and Members of the Committee:

The Department of Taxation (“Department”) offers the following comments
regarding S.B. 3289 for your consideration.

S.B. 3289 amends two sections in chapter 236E, Hawaii Revised Statutes
(HRS), which governs the Estate and Generation-Skipping Transfer Tax. First, the bill
adds a new definition to section 236E-2, HRS, defining “immediate family member” as a
spouse, child, sibling, parent, grandparent, grandchild, stepparent, stepchild,
stepsibling, and equivalent adoptive relationships. Second, the measure amends
section 236E-7, HRS, to amend the definition of "Hawaii taxable estate" for residents
and nonresident citizens so that the marital deduction allowed under section 2056 of the
Internal Revenue Code (IRC), which is only available to surviving spouses, would apply
to the passage of any interest in property to any immediate family member. These
changes would apply to decedents dying or taxable transfers occurring after December
31, 2023.

The Department requests that the effective date of this bill be amended to apply
to decedents dying or taxable transfers occurring after December 31, 2024. This will
provide time to make the necessary form, instruction, and computer system changes, as
well as to provide taxpayer education about the new law.

Thank you for the opportunity to provide comments on this measure.



LEGISLATIVE TAX BILL SERVICE

TAX FOUNDATION OF HAWAII

126 Queen Street, Suite 305 Honolulu, Hawaii 96813 Tel. 536-4587

SUBJECT: ESTATE TAX; Allow Marital Deduction for Transfers Between Immediate Family
Members

BILL NUMBER: SB 3289, HB 2652
INTRODUCED BY: SB by KOUCHI; HB by SAIKI, YAMASHITA

EXECUTIVE SUMMARY:: Amends the definition of Hawai‘i taxable estate to provide that the
marital deduction under section 2056 of the Internal Revenue Code shall apply to the passage of
any interest in property to any immediate family member.

SYNOPSIS: Adds a new definition to section 236E-2, HRS, defining "Immediate family
member" as a spouse, child, sibling, parent, grandparent, grandchild, stepparent, stepchild,
stepsibling, and equivalent adoptive relationships.

Amends section 236E-7, HRS, to provide that passage of any interest in property to any
immediate family member.

EFFECTIVE DATE: Upon approval and shall apply to decedents dying or taxable transfers
occurring after December 31, 2023.

STAFF COMMENTS: If the intent of the bill is to exempt transfers between immediate family
members including grandchildren, a similar exemption needs to be written into the generation-
skipping transfer tax, for it would otherwise kick in.

Digested: 2/8/2024



February 9, 2024

The Honorable Donovan Dela Cruz, Chair
The Honorable Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Hawaii State Capitol

Honolulu, Hawaii 96813

Subject: SB3289 Relating to Taxation — In Support, Request Amendment
February 13, 2024
Conference Room 211; 10:00am

Dear Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

My name is Barron Guss, President and CEO and second-generation owner of
ALTRES, Inc. a three-generation, family-owned Hawaii business. For 55 years
ALTRES has been providing services and jobs to our island community. Today, our in-
house staff totals more than 350 people and last year we provided jobs, payroll, benefits
and insurance to more than 42,000 Hawaii residents.

I am writing in strong support of SB3289 with amendment.

As you know, small business is the engine of society and family business is the
cornerstone of Hawaii’s economy. These local businesses make up the majority of the
state's employers and, together, they provide jobs, benefits and the tax base from which
we all live and thrive.

We all know the story of the exodus from Hawaii by our children and longtime residents
who are relocating to the mainland to seek a better lifestyle for their families. Like many
testifying here today, we are the fortunate ones who were able to lure our next
generation of Hawaii’s leaders back home to continue the legacy of service and
commitment to our community. |, for one, am happy to have my three children working
in our business and look forward to passing it on to them as my father did before me.

Unfortunately, the chance of this happening within the framework of Hawaii’s current
estate tax law makes this extremely unlikely. Under the current law, when a principal
passes or a transfer is to take place, a financial evaluation is performed and, if the
business is to continue, estate taxes must be paid on the value of the business. The
casual observer may say, “Everyone is subject to tax” or “Such is life.” This is not a
realistic view of the situation.

Honolulu « Aiea ¢ Kahului

Kailua-Kona ¢ Hilo altres.com
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Privately held businesses may be of high value, but their operating model is not usually
one where there is a surplus of cash on hand to pay taxes, as our value is based on
goodwill and the ability to earn future income.

For example, in a service business like ALTRES, there are no partial or hard assets to
liquidate. We can’t just sell our customer list from A through G and keep H through Z
and continue to operate. Or, in the case of the neighborhood grocery store, are they to
sell off 30% of the inventory and make the store 30% smaller to pay 30% of its value in
taxes and then hope to survive? This scenario forces these small businesses to make
hard choices. Should they sell to a mainland competitor, encumber the business with
debt, or possibly close rather than put themselves at financial risk?

In any of these scenarios, it's the community that will suffer with the loss of locally
owned businesses, jobs and services. Ultimately, this will result in a change in
landscape and a Hawaii that we will no longer recognize.

As the legislature focuses on ways to expand to a more circular economy, it is important
to recognize the role of locally owned businesses. If our landscape changes to mostly
businesses from outside the state, you will see jobs leaving, financial resources eroding,
and tax revenue declining. Equally concerning is the fact that family-owned businesses
play a vital role in the support of Hawaii’'s non-profits. What becomes of them?

As outlined in SB3289, | would like to urge the legislature to amend Section 236E-2 of
the Hawaii Revised Statutes to expand the definition of “marital exemption” and to
include immediate family members as well as modifying the definition of the proposed
bill to recognize lineal descendants of great-grandparents (including any adoptees by
them). Enacting the above is the first step in ensuring the family-owned businesses in
Hawaii continue their vital role in the socio-economic landscape of our state.

Thank you in advance for your continued efforts to bring thoughtful legislation to the
people of Hawaii.

Respe Vs
T f—

President and CEO
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Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Tuesday, February 13, 2024
Conference room 211; 10:00 a.m.

RE: SB 3289 Relating to Taxation — In Support, Request Amendment
Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

My name is Mark Fukunaga, and | am the Executive Chairman {(and former CEO) of Servco
Pacific Inc. Servco was founded by my grandfather in 1919 and is now in its 105" year. We
employ 1,084 employees in Hawaii, many of them having been with us for decades. Servco has
been recognized as a Best Place to Work for the past 20 years and as one of the Best Managed
Private Companies in the U.S. by Deloitte and the Wall Street Journal for the four years since
that award’s inception. We support local charities with about $1 million in donations annually
and a lot of volunteer work. Through our paid internship program, we gave work experience to
29 interns last summer, many of whom are from Hawaii but studying away and want to return.
Our charitable foundations currently support 44 Hawaii students with college scholarships.

I am in strong support of SB 3289 with the following amendment to the definition of
“immediate family member”:

"lineal descendants of the decedent's great-grandparents (including any
adoptees by them)"

My reasons are as follows:

e First, Hawaii is one of only 12 states that have a state estate tax. Other states have
repealed the tax.

e Second, estate taxes are a huge challenge for family businesses. We all reinvest the
great majority of our profits into our businesses to create more jobs, improve facilities
and remain competitive. We simply don’t have large amounts of cash available to pay
estate taxes. Families are either forced to sell all or parts of their businesses or divert
capital from their businesses to buy large amounts of life insurance.

e Third, public companies who compete with family businesses don’t have to worry about
estate taxes. Those taxes are imposed on their shareholders, who can then sell some of
their shares on a stock exchange to pay the taxes. That option is not available to a
family business, where the business and shareholders are effectively the same and the
business must provide the funds to its family shareholders to pay the tax. Competing
against global competitors is tough enough without this additional handicap.

e Fourth, as a matter of tax policy, many economists believe that the estate tax ends up
collecting less revenue than if the tax were not imposed and that capital were

SERVCO PACIFIC INC

2850 Pukoloa St., Suite 300
SERVCO.COM O 808.564.1300 Honolulu, HI 96819 USA



reinvested in future growth. The increased income and excise taxes from that business,
along with the multiplier effect of taxes from employees, vendors and suppliers of that
business, and so on, results in more revenue over time.

e Fifth, the estate tax only collected $58 million in 2023, which is about one-half of one
percent of total state tax revenues. And the amount of estate taxes from family
business owners is an even smaller fraction. That small benefit is outweighed by the
substantial harm to family businesses and eventually the State’s economy.

e Lastly, Hawaii-based businesses, which are mostly family businesses, are a critical part of
our economy. We generate many jobs (including those for middle and upper
management, and financial, digital and marketing specialists) and, being philosophically
and emotionally invested in Hawaii for the long haul, we take good care of our
employees and customers. After all, they are our neighbors and fellow community
members. Because of our commitment to Hawaii, we also disproportionately support
local nonprofits and community initiatives.

For Servco and the Fukunaga family, estate taxes are a major concern. We reinvest 90% of our
profits into the business, and even with the 10% in dividends received by the Fukunaga family,
most of that money is used to buy life insurance solely to pay for estate taxes. Servco also
makes additional loans to family members to help them make those life insurance premium
payments, which total millions of dollars annually and go to companies outside of Hawaii. That
capital could have been so much better used in hiring more people and investing in Hawaii.

Like other families who own businesses, the Fukunaga family has always seen itself less as
owners and more as custodians of a special legacy. We are proud of our history and want to
continue serving Hawaii for another 105 years, and we are lucky that we have several very
capable next generation family members who are leading Servco into the future.
Unfortunately, estate taxes are a looming challenge and will deprive them of needed capital
that would help Servco to remain competitive and continue serving our community.

Thank you for the opportunity to submit testimony in support. | ask for your favorable
consideration in passing this bill with the requested amendment.

Very truly yours,

WY 7 —

Mark H. Fukunaga
Executive Chairman

SERVCO PACIFIC INC
2850 Pukoloa St., Suite 300
SERVCO.COM O 808.564.1300 Honolulu, HI 96819 USA



Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Tuesday, February 13, 2024
Conference room 211; 10:00 a.m.

RE: SB 3289 Relating to Taxation - In Support, Request Amendment
Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

My name is Wayne K De Luz, President and Director of Big Island Motors, Big
Island Toyota and De Luz Chevrolet serving the Big Island for over 60 years.

We currently have the privilege of employing over 170 employees at 5 locations
throughout the Big Island.

| am in strong support of SB 3289 with the following amendment to the definition
of “immediate family member":

"lineal descendants of the decedent's great-grandparents (including any
adoptees by them)"

Our families have experienced 2 generations of paying this tax and has
led us to depleting very valuable resources and shrinking our work forces
as we sold other business to meet the obligation.

We appreciate the chance to submit testimony and humbly ask for your support
in passing this bill including this amendment.

Mahalo,

Wayne K. De Luz



TORI RICHARD

Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Tuesday, February 13, 2024
Conference room 211; 10:00 a.m.

RE: SB 3289 Relating to Taxation — In Support, Request Amendment
Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

My name is Josh Feldman and | am President and CEO of Tori Richard, Ltd. Our family business
was founded in Hawaii nearly 70 years ago and today we employ approximately 200 people
throughout the state.

| am in strong support of SB 3289 with the following amendment to the definition of
“immediate family member”:

“lineal descendants of the decedent's great-grandparents (including any adoptees by
them)"

Locally owned and operated businesses like Tori Richard, Ltd are committed to their
employees, local customers and the Hawaii community. We reinvest most of our profits
in our business to create jobs and improve our facilities and products. Most family
businesses do not have cash on hand to pay estate taxes and heirs often have no choice
but to sell or liquidate the business to pay those taxes. Hawaii is one of just 12 states
with a state level estate tax on top of the existing federal estate tax. This is destructive
to local businesses and puts them at a competitive dis-advantage to publicly traded and
mainland businesses.

Thank you for the opportunity to submit testimony in support. | ask for your favorable
consideration in passing this bill with the requested amendment.

Sincerely,

L

Josh Feldman
President & CEO

1891 NORTH KING STREET
HONOLULU, HAWAI'l 96819

TORIRICHARD.COM ¢ MAIL@TORIRICHARD.COM e TEL: +1 808 847 7041
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Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Tuesday, February 13, 2024
Conference room 211; 10:00 a.m.

RE: SB 3289 Relating to Taxation - In Support, Request Amendment
Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

My name is Russell Lau and | am Chairman, President and CEO of Finance
Enterprises, Ltd, the parent company of Finance Factors, Limited, Finance
Insurance Company, Limited, and Waipono Investment Company along with
numerous other entities under our family of companies umbrella. We have been
in business in Hawaii for nearly 72 years having been founded by six local
businessmen, one of which included the first Asian U.S. Senator, Hiram L. Fong,
with the purpose of helping local Hawaii people to be able to purchase simple
everyday needs of our community. Finance Factors began making small loans
to residents for things like washing machines, refrigerators, vacuum cleaners and
used cars, that they were unable to obtain from other financial institutions. We
innovated from small loans, with the advent of credit cards, to pioneering
second mortgages, home equity lines of credit that once again were not
available from other institutions. We are still helping Hawaii residents by make
their dreams come true of homeownership by being creative in financing their
home purchases.

With about 150 employees not including our insurance agents, we provide
valuable good paying jobs to help Hawadii's economy grow and keep our
people in our state instead of them departing to the mainland.

| am in strong support of SB 3289 with the following amendment to the definition
of "immediate family member":

"lineal descendants of the decedent's great-grandparents (including any
adoptees by them)"


e.shirai
Late


| support this bill as family businesses in Hawaii are difficult to own and
operate without the added burden of having to worry about the threat of
estate planning issues. This added issue poses the necessity of having 1o
liquidate of the company simply to pay these taxes.

Only private companies are faced with this funding dilemma, as public
company shareholders simply have a ready market to sell whatever they
need to fund their financial estate requirements.

Please remember the reason businesses increase in value is due to the
founders reinvesting their earnings into the business in order for it to grow
and prosper. We invested in our businesses instead of taking capital out,
which allows our business to remain competitive in the already difficult
and highly competitive Hawaii market.

Thank you for the opportunity to submit testimony in support. | ask for your
favorable consideration in passing this bill with the requested amendment.

Sincerely,

< LR

Chairman and CEO




SB-3289
Submitted on: 2/10/2024 10:31:07 AM
Testimony for WAM on 2/13/2024 10:00:00 AM

Submitted By Organization Testifier Position Testify
duane kurisu Individual Support Written Testimony
Only
Comments:

| support SB 3289 with an amendment to the definition of "immediate family member" as
follows:

"lineal dependents of the decendent's great grandparents (including adoptees by them)"
Mahalo for your kind consideration to passing this bill with the requested amendment.
Sincerely,

Duane Kurisu



ABG ABC STORES

. 766 Pohukaina Street Telephone: (808) 591-2550
STORES Honolulu, Hawaii 96813-5391 Fax: (808) 591-2039
S E www.abgstores.com E-mail: mail@abcstores.com

Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways Means

Tuesday, February 13, 2024

RE: SB 3289 Relating to Taxation

Dear Chair Dela Cruz and members of the committee

My name is Paul Kosasa, President and CEO of ABC Stores. We support SB 3289.

Our Company is family owned started by my grandparents. We are one of the few locally
based, locally owned companies in Hawaii doing business nearly 100 years. Being in
business this long has allowed us to give back to the local community through our Kosasa
Foundation and our Jumpstart Scholarships to local youth.

However, estate taxes that target the transfer of ownership to our lineal descendants can
undermine the millions of dollars of benefits that our Company gives back. Local family
owned businesses are slowly disappearing. Please be a part of the solution to keep family
businesses sustainable.

Thank you,

Travel Resort Retail



SB-3289
Submitted on: 2/10/2024 1:31:55 PM
Testimony for WAM on 2/13/2024 10:00:00 AM

Submitted By Organization Testifier Position Testify
Gerard Silva Individual Oppose Written Testimony
Only
Comments:



&
KTA
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February 10, 2024

Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice-Chair
Committee on Ways and Means
Tuesday, February 13, 2024
Conference Room 211

10:00 am

RE: SB 3289 - Relating to Taxation
Position: Support with Amendments

Aloha Chair Dela Cruz, Vice-Chair Moriwaki and Members of the Committee:
My name is Toby Taniguchi and I have both the privilege and honor of serving as
President of our 108 year-old family owned and operated grocery business here on

Hawaii Island, “KTA Super Stores.”

[ would like to take this time to express my support of SB 3289 with the following
amendment to definition of “immediate family member”:

“lineal descendants of the decedent’s great-grandparents (including any
adoptees by them)”

Thank you for the opportunity to submit my testimony.

Sincerely,

g~

Toby B. Taniguchi

50 E. Puainako St. - Hilo, HI 96720 - 808-959-4575 - 808-959-8050 (fax)



SB-3289
Submitted on: 2/10/2024 4:55:20 PM
Testimony for WAM on 2/13/2024 10:00:00 AM

Submitted By Organization Testifier Position Testify
Tyler Tokioka Testifying for Islar_1d Support Written Testimony
Insurance Companies Only
Comments:

Aloha Chair Dela Cruz, Vice-Chair Moriwaki and members of the committee:

My name is Tyler Tokioka and | am Chairman of Island Insuranve Companies. Island Insurance
has been in business for 80+ years with approximately 150 employees.

I am in strong support of SB 3289 with the following amendment to the definition of "immediate
family member":

"lineal descendants of the decedent's great-grandparents (including any adoptees by them)"

This bill helps ensure that local family-owned businesses can continue their operations in Hawaii
upon the death of a principal shareholder.

Families who own Hawaii Businesses are committed to their employees, customers and the
Hawaii community, and reinvest most of their profits in the business to create jobs and improve
facilities and services.

Locally owned businesses are the backbone of a healthy economy and generate many jobs and
understand local consumers. Locally owned businesses significantly invest time and money to
nonprofits, charities and more.

Finally, local businesses like ours continue to practice the values brought by our founders and to
teach those values. These values coupled with the "Aloha Spirit" are what made and continue to
make Hawaii special but as more and more of our local businesses disappear so to are

those values and the "Aloha Spirit".

Thank you for the opportunity to submit testimony in support. | ask for your favorable
consideration inpassing this bill with the requested amendment.

Sincerely,

Tyler Tokioka




Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Tuesday, February 13, 2024
Conference room 211; 10:00 a.m.

RE: SB 3289 Relating to Taxation — In Support, Request Amendment
Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

My name is Jenai Wall and I am chair and chief executive officer of Foodland Supermarket Ltd.,
a company founded by my late parents Joanna and Maurice J. “Sully” Sullivan 75 years ago, in
1948. 1 also serve as chief executive officer of the other entities that comprise the Sullivan
Family of Companies including Food Pantry, Ltd., Kalama Beach Corporation, and The Coffee
Bean and Tea Leaf Hawaii. Together, our entities employ more than 4,000 employees across the
state.

From the earliest days, my parents were committed to doing their part to support our community,
and they instilled in us a belief that we have a responsibility to support the community that
supports us. Even as competition has become fierce and operating our business is more
challenging than ever, we have remained dedicated to giving back to Hawaii by supporting non-
profits throughout our state. In fact, with the help of our customers we have raised nearly $40
million through Give Aloha, Foodland’s annual community matching gifts program, which was
started in 1999 in memory of my late father.

[ am in strong support of SB 3289 with the following amendment to the definition of “immediate
family member”:

"lineal descendants of the decedent's great-grandparents (including any adoptees by
them)"

I support the bill with the above amendment for the reasons below:

e This bill will help ensure that local family-owned businesses like ours will be able to
continue to operate in Hawaii upon the death of a principal shareholder. We believe
Hawaii would be a very different place without local businesses like ours who care deeply
about — and invest in - this place we call home.

e Families like ours who own Hawaii businesses are committed to our employees,
customers and the Hawaii community. Because we want our businesses to continue



into the future, we reinvest most of our profits in the business to create jobs and
improve the experience for those we serve. At Foodland, for example, we have
reinvested in building innovative, new stores so that our customers have a great
experience that is local and distinctly different from our larger, out-of state
competitions. As such, we — like many other family businesses - do not have ready
cash available, and thus paying an estate tax could be financially devastating to our
business. | worry that my children — and other family heirs — will have no choice but to
sell even though doing so is against their wishes and even though they know such a sale
could impact our employees and customers.

e Competition here in Hawaii is already tough and estate taxes put family businesses at a
disadvantage against competitors that are public companies. A public company doesn’t
have to pay estate taxes; only their shareholders do, and they can sell a portion of their
holdings on the stock exchange. For family businesses, the shareholders and the
company are the same, and the company has to provide the funds to its family
shareholders to pay the tax — amounts that would likely otherwise have been invested
in the business.

e Asa matter of tax policy, many economists believe that the estate tax actually collects less
revenues than if the business were not so taxed and instead reinvested those funds in
growth. Such reinvestment would likely result in additional jobs and a greater amount of
income and excise taxes over time. Only 12 states now have a state estate tax, and other
states have repealed it.

e The small benefit of estate taxes (only $58 million raised in 2023) is outweighed by the
substantial costs of hurting local businesses.

e Locally owned businesses are the backbone of a healthy economy and generate many jobs
and understand local consumers. Locally owned businesses significantly invest time and
money in local nonprofits, charities and more. Imagine what Hawaii might be like without
local businesses. There might be fewer jobs and there likely would be less dollars
reinvested in making our community a better place to live.

Thank you for the opportunity to submit testimony in support. I ask for your favorable
consideration in passing this bill with the requested amendment.

el

Jenai S. Wall
Chair and Chief Executive Officer
Foodland Supermarket, Ltd.



Loyalty Enterprises, Ltd
45 North King Street, Suite 600
Honolulu, HI 96817
808-543-0511

February 9, 2024

Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Tuesday, February 13, 2024
Conference Room 311; 10:00 a.m.

RE: SB 3289 Relating to Taxation — In Support, Request Amendment
Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the Committee:
Thank you for this opportunity to submit our testimony in support of this bill.

My name is Catherine Luke and | am president of Loyalty Enterprises, Ltd., a Hawaii company
that was incorporated in 1958. We are a third generation kamaaina property management
company and commercial real estate company. We have all local employees and work very
closely with many local family businesses.

We are in strong support of SB 3289 with the following amendment to the definition of
‘immediate family member” in Section 1:

“‘lineal descendants of the decedent’s great-grandparents (including any adoptees by
them)”

We believe SB 3289 as amended will decrease the burden of state death taxes on the value of
closely held business interests, which will help locally-owned family businesses to continue to
contribute to Hawaii’'s economy. Families who own Hawaii businesses are committed to their
employees, customers and the Hawaii community, and reinvest most of their profits in the
business to create jobs and improve facilities and services. They do not have ready cash
available and paying an estate tax can be financially devasting. Family heirs often have no other
option but to sell. Locally owned businesses are the backbone of a healthy economy and
generate many jobs and understand local consumers. Locally owned businesses significantly
invest time and money to local nonprofits, charities and more.

We thank you for the opportunity to submit testimony in support. We respectfully ask for your
favorable consideration in passing this bill with the requested amendment.

Very truly yours,

LOYALTY ENTERPRISES, LTD.

Catherine Luke, Its President



February 10, 2024

Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Tuesday, February 13, 2024
Conference room 211; 10:00 a.m.

RE: SB 3289 Relating to Taxation — In Support, Request Amendment
Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

As alocal, family-owned restaurant business since 1966 employing over 1,700 team members, we
strongly support SB 3289 with the following amendment to the definition of “immediate family member”:

“lineal descendants of the decedent's great grandparents (including any adoptees of them)”

SB 3289 supports Hawaii family-owned businesses in continuing their operations in Hawaii upon the
death of a shareholder. Hawaii family businesses are committed to their team members, customers, and
Hawaii community and reinvest their profits in the family business creating jobs and improving facilities.

Estate taxes put family businesses at a disadvantage against competitors that are public companies. A
public company doesn’t have to pay estate taxes; only their shareholders do and they can sell a portion on
the stock exchange. For family businesses, the shareholders and the company are the same, and the
company has to provide the funds to its family shareholders to pay the tax.

As a matter of tax policy, many economists believe that the estate tax actually collects less revenues than
if the business were not so taxed and reinvested those funds in growth resulting in additional jobs and a
greater amount of income and excise taxes over time. Only 12 states now have a state estate tax, and other
states have repealed it.

The small benefit of estate taxes (only $85 million raised in 2023) is outweighed by the substantial costs
of hurting local businesses. Locally owned businesses are the backbone of Hawaii’s economy and
generate many jobs and understand local consumers. Locally owned businesses significantly invest time
and money to local nonprofits, charities and more.

Mahalo for your consideration,

) 2

on Higa
Chief Executive Officer
FCH Enterprises, Inc.

1765 SOUTH KING | HONOLULU, HI 96826 | P 808.973.0880 | F 808.955.7043 | ZIPPYS.COM
A DIVISION OF FCH ENTERPRISES, INC.



SB-3289

Submitted on: 2/11/2024 11:54:32 AM

Testimony for WAM on 2/13/2024 10:00:00 AM

Submitted By Organization Testifier Position Testify
Dana Tokioka Individual Support Written Testimony
Only
Comments:

Senator Donovan Dela Cruz, Chair

Senator Sharon Moriwaki, Vice Chair

Committee on Ways and Means

Tuesday, February 13, 2024

Conference room 211; 10:00 a.m.

RE: SB 3289 Relating to Taxation — In Support, Request Amendment

Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

My name is Dana Tokioka and | am a Vice President at Atlas Insurance Agency and President of
the Tradewind Group Foundation. The Tradewind Group consists of multiple local companies
such as Island Insurance, Atlas Insurance Agency and Pacxa. These companies, combined, have
been in business in Hawai‘i for over 100 years and currently employ over 250 employees.

I am in strong support of SB 3289 with the following amendment to the definition of “immediate

family member”:



"lineal descendants of the decedent's great-grandparents (including any adoptees by them)"

Many family-owned businesses spend too much time and money trying figure out how to pay the
state estate tax while trying to maintain ownership rather than using those same resources to
grow their companies.

Thank you for the opportunity to submit testimony in support. | ask for your favorable
consideration in passing this bill with the requested amendment.

Sincerely,

Dana Tokioka



Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Tuesday, February 13, 2024
Conference room 211; 10:00 a.m.

RE: SB 3289 Relating to Taxation - In Support, Request Amendment
Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

My name is Elisia Flores and | am the CEO of L&L Hawaiian Barbecue. L&L started as a
dairy in 1952 by an immigrant family, looking to create opportunities for the next
generation. The organization changed as it grew, passing to different families, until my
dad, Eddie Flores, Jr., purchased the business in 1976. He was also an immigrant, and
bought L&L for his mom, wishing to help her start her American Dream. L&L grew from
the original store in Liliha, to a leading, world-wide restaurant franchise. We currently
have 228 L&L locations, including 69 on the Hawaii Islands. We have 23 employees in
our corporate office, and in Hawaii, our franchisees employ over 700 workers. In 2014, |
returned home to work in the family business, and in 2019, took over as CEO.

| am in strong support of SB 3289 with the following amendment to the definition of
“immediate family member”:

"lineal descendants of the decedent's great-grandparents (including any
adoptees by them)"

When | moved home to work at L&L, | didn't know what my passion for the job would be.
It took about a year for me to realize that my purpose wasn't to open more restaurants
or serve more plate lunch. My purpose was to help others make their American Dreams
come true. Every franchisee we work with opens an L&L to create a better life for
themselves, a legacy for their family, and a way to contribute to their community. |
strongly support SB 3289 because | know how invested my family business is to the
fabric and future of Hawaii. Since the original founding in 1952 to this day, L&L has been
dedicated to serving the people of Hawaii. As our company has grown, so too has our
contributions to the State. As an example, | am most proud of my dad's leadership in
creating the Filipino Community Center.

SB 3289 helps protect and ensure that my family can continue operations in Hawaii long
after the passing of our founders. It levels the playing field for family businesses who
have to operate against companies that do not have to have estate taxes taken out of
owners, and subsequently the business, overtime. For me personally, SB 3289 helps
make sure | can focus all my efforts on continuing to help families achieve their
American Dream in Hawaii and beyond, supporting local entrepreneurship and
ownership in our State.



Thank you for the opportunity to submit testimony in support. | ask for your favorable
consideration in passing this bill.

Sincerely,
Elisia Flores
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Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Tuesday, February 13, 2024
Conference room 211; 10:00 a.m.

RE: SB 3289 Relating to Taxation - In Support, Request Amendment
Aloha Chair Dela Cruz, Vice Chair Moriwaki and members of the committee:

My name is Russell Hata, the Chairman and CEO of Y. Hata & Company,
Limited, and | am writing in support of SB3289.

Y. Hata is a kamaaina, family-owned foodservice distributor since 1913. This year
marks our 111th anniversary. We service all branches of the military, public
schools, hotels and restaurants in the state of Hawaii. We also own a cash and
carry division called ChefZone. Our total employment is approximately 475.

| am in strong support of SB 3289 with the following amendment to the definition
of “immediate family member”:

"lineal descendants of the decedent's great-grandparents (including any
adoptees by them)"

In the 1990’'s, the company sold all its real estate to avoid bankruptcy and has
since reinvested all profits back into the operation to rebuild. To this day, the
company does not pay shareholders any dividends.

When | pass away, my family will have to sell the company to pay the estate
taxes. And that sale will most likely be to an out-of-state company.

| ask for your favorable consideration in passing this bill with the requested
amendment.

Sincerely,
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