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Senate Bill 2525 amends the environmental response, energy, and food security tax to address
carbon emissions and incrementally increases the tax rate over time. This bill also establishes a
refundable tax credit to mitigate the effect of a carbon emissions tax on taxpayers. The Hawai'i
Climate Change Mitigation and Adaptation Commission (Commission) supports this
measure.

The Commission is a multi-jurisdictional effort between 20 different State and county
departments, and Legislative committees. The Commission believes that putting a price on
carbon is the most effective single action that will achieve Hawai‘i’s ambitious and necessary
emissions reduction goals. This is supported by various expert organizations, including the
International Monetary Fund, the Inter-Governmental Panel on Climate Change, and Hawai‘i’s
Transportation Energy Analysis (2015). This bill aims to establish a price on carbon dioxide
(CO2) that reflects the full cost of using CO2 producing fuels to discourage behavior that is
expensive to life, property and nature.

Moreover, this bill addresses the inequity of climate change, which disproportionately impacts
low-income families and people of color, by providing a climate equity payout. While this bill
does establish a tax, under this bill, for low to middle-income families the amount received from
the climate equity payout would typically be more than the amount they would need to pay for
the tax.



To minimize the impacts on low- to middle-income families, the Commission respectfully
recommends that the payout be given out the tax year before the tax goes into effect as to provide
these families with a cushion and eliminate the need for them to pay out of pocket.

Jurisdictions worried about what effects carbon pricing has on their economies look again to
British Columbia (BC). According to a Nicholas Institute 2015 paper:

e Empirical and simulation models suggest that the tax has reduced emissions in the
province by 5—15%;

e At the same time, models show that the tax has had negligible effects on aggregate
economic performance, though certain emissions-intensive sectors have faced challenges;

e Studies differ on the effects of the policy on income distribution but agree that they are
relatively small; and

e Polling data show that the public initially opposed the tax but now generally supports it.

However, although one of the longest running carbon tax experiments, BC's example more
recently shows that a carbon tax will have to be much higher than its intent to go as high as $50
per metric ton of CO2 to achieve climate goals. According to one source, "while BC’s emissions
are lower than they would have been without the carbon tax, the fact they have only levelled off
underscores that either a higher carbon price or more aggressive complementary measures are
needed to achieve the absolute reductions in emissions."

Climate change impacts are being felt in Hawai‘i now, and all science-based projections indicate
they will continue to worsen. These impacts will be felt disproportionately by the vulnerable low-
income communities, and life will get more expensive and worse for them if nothing is done to
address these inequities. This measure is the most effective tool in a suite of policy tools that need
to be undertaken and is one that would address much needed equity and regressivity issues that
already exist in Hawai‘i. Putting a structure in place now would not only acknowledge the deep
crisis that we are in, but take effective action to address the crisis, and make things right for those
who need it most, especially post-pandemic.

Mahalo for the opportunity to testify in support of this measure.
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SENATE BILL NO. 2525
RELATING TO TAXATION.

Chairs DeCoite and Gabbard, Vice Chairs Wakai and Richards, and Members of the
Energy, Economic Development & Tourism and Agriculture & Environment Committees:

Thank you for the opportunity to testify and provide comments on Senate Bill N0.2525,
relating to taxation. TheHa wa i ‘ i Green | nf rH&I8)tsupparts this @l whant hor i t y
amends the environmental response, energy, and food security tax to include carbon emissions
as a consideration, incrementally increases the tax rate over time, and establishes a refundable

tax credit to mitigate the impact of the amended tax on taxpayers.

HGIA,Hawai i ''s Gr een Bank, works to advance t he St
portfolio standard in energy production through decarbonization and promoting resilient, climate-
ready energy. Creating a mechanism to price carbon will incentivize market costs that more
accurately reflect the harms to humans and nature posed by carbon emitted during energy
generation, transportation, production and more. The positive environmental and economic
impacts of a carbon tax are substantiated by data from the International Monetary Fund, the
Inte-Gover nment al Panel on Climate Change, and Hawai
(2015). This bill is instrumental in catalyzing the economic transition needed to achieve
statewide green initiatives and maintainingpHawai i s posi tion as a | eader

This bill also supporajudantigglitdble sleacenengyi t ment t o
transition. Low-income families and families of color are both disproportionately impacted by
climate change and statistically more like to face higher energy burdens. However, the tax credit
proposed by this bill will be a win-win for both disadvantaged families and the environment, as it
will allowing for Hawaii residents to enjoy the benefits of a cleaner economy, without
regressively placing additional burdens on low- and middle-income families.

Thank you for this opportunity to testify and provide comments on Senate Bill No. 2525.
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Chairs DeCoite and Gabbard and Members of the Committees:

The Department of the Attorney General has concerns regarding this bill and
provides the following comments.

The bill’s preamble provides that the goal of the Act is "to reduce Hawaii’s
greenhouse gas emissions . . . and to provide financial relief in a progressive manner to
the residents of the State." See section 1, page 1, lines 1-5. To achieve this goal, the
bill utilizes (i) the environmental response, energy, and food security tax ("carbon
emissions tax") to reduce greenhouse gas emissions, and (ii) a refundable tax credit for
residents of the State. See section 1, page 1, lines 5-13. The bill cites to a 2021
University of Hawaii Economic Research Organization study, which "concluded that a
carbon tax and dividend policy would substantially reduce the consumption of fossil
fuels, and most of Hawaii’'s households would receive a net financial benefit, with lower-
income households gaining the most." See section 1, page 4, lines 1-8. In light of this,
the bill increases the carbon emissions tax and gives to resident taxpayers of the State
a refundable tax credit, in "a total amount equivalent to the expected carbon emissions
tax revenue(s)" less certain administrative and public awareness costs. See section 1,
page 5, lines 15-20. The preamble goes on to recognize that the carbon emissions tax
applies to "distributors" of fossil fuels, and that the tax increase would be passed on in

the form of increased prices to (1) residents, (2) visitors, and (3) out-of-state consumers
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of products exported from the State. See section 1, page 6, lines 15-21, and page 7,
line 1. The preamble provides that the impact of the increased prices would be felt by
residents as increases in their day-to-day cost of living, whereas "[t]his Act will cause no
increases in the day-to-day costs of living for . . . nonresidents of the State." See
section 1, page 7, lines 1-4, and lines 11-14. Based on this, "the legislature finds it
necessary to provide tax credits only to resident taxpayers of the State." See section 1,
page 7, lines 14-15.

The carbon cashback tax credit created by this bill is available to resident
taxpayers but not to nonresident taxpayers. More specifically, only a "qualifying
resident taxpayer" is eligible to receive a carbon cashback tax credit. See section 3,
page 9, lines 4-9. A "qualifying resident taxpayer" under this bill is defined in part, in
section 3, page 15, lines 4-9, as follows:

(f) As used in this section, "qualifying resident taxpayer" means an
individual taxpayer who has been a resident of the State, as defined in

section 235-1, Hawaii Revised Statutes, for at least nine months of the

taxable year, regardless of whether the qualifying resident was physically

in the State for nine months.

Therefore, the tax credit will be available to resident taxpayers, but not to
nonresident taxpayers. As such, this bill may be subject to challenge under the
Privileges and Immunities Clause of the United States Constitution.

"The Privileges and Immunities Clause, U.S. Const., art. IV, § 2, provides that the
Citizens of each State shall be entitled to all Privileges and Immunities of Citizens in the
several states." Lunding v. New York Tax Appeals Tribunal, 522 U.S. 287, 290 (1998)

(internal brackets and quotation marks omitted). The Privileges and Immunities Clause

"prohibits a State from denying nonresidents a general tax exemption provided to
residents." Id. at 302. The Clause requires "substantial equality of treatment” for
resident and nonresident taxpayers, such that "[w]here nonresidents are subject to
different treatment, there must be 'reasonable grounds for . . . diversity of treatment.,"
id. at 298 (quoting Travis v. Yale & Towne Mfg. Co., 252 U.S. 60, 79(1920)). Thus, "the

Privileges and Immunities Clause bars 'discrimination against citizens of other States

where there is no substantial reason for the discrimination beyond the mere fact that
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they are citizens of other States.™ 1d. (quoting Toomer v. Witsell, 334 U.S. 385, 396
(1948)). Accordingly, to overcome a challenge under the Privileges and Immunities

Clause to a law that distinguishes between residents and nonresidents, a state must
demonstrate that (1) "there is a substantial reason for the difference in treatment"; and
(2) "the discrimination practiced against nonresidents bears a substantial relationship to
the State's objective." Id. (quoting Supreme Court of N.H. v. Piper, 470 U.S. 274, 284
(198%5)) (internal quotations omitted).

The U.S. Supreme Court has struck down a taxing scheme that only impacted
nonresidents noting: "[tlhe overwhelming fact, as the State concedes, is that the tax falls
exclusively on the income of nonresidents; and it is not offset even approximately by
other taxes imposed upon residents alone." Austin v. New Hampshire, 420 U.S. 656,
665, 95 S. Ct. 1191, 1197 (1975). Here, the fuel tax imposed by this bill, and any

subsequent increase in prices, impacts residents and nonresidents equally. The

income tax credit intended to mitigate the effects of the increase in the fuel tax will only
be available to resident taxpayers and not to nonresident taxpayers. The stated
reasoning for this difference is that "[t]his Act will cause no increases in the day-to-day
costs of living for . . . nonresidents of the State", but residents will feel the impact of the
increased prices as increases in their day-to-day cost of living. See section 1, page 7,
lines 1-4, and lines 11-14. The same increase in prices, however, applies to both
residents and nonresidents; it is not clear how nonresidents taxpayers living in the State
would not also be subject to the same increased costs as resident taxpayers resulting
from the increase in the fuel tax.

Therefore, there does not seem to be a substantial reason for the difference in
the treatment between a resident and nonresident with respect to qualifying for the tax
credit. Moreover, it is not clear the discrimination practiced against nonresidents bears
a substantial relationship to the bill's goal to reduce Hawaii’'s greenhouse emissions in
furtherance of the States’s zero emissions clean economy target and to provide
financial relief to the residents of the State. See section 1, page 1, lines 1-5. For these
reasons, the bill may be subject to challenge under the Privileges and Immunities

Clause.
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Based on the foregoing, we respectfully ask that this concern be addressed by
removing the word "resident" in certain sections of the bill. In section 1, page 5, line 16,
we recommend amending "resident taxpayers" to read "[resident] taxpayers," and on
page 95, line 20, amending "individual resident taxpayer" to read "individual [resident}
taxpayer". Similarly, we recommend removing portions of the preamble, from section 1,
page 7, line 1, beginning with the sentence "Most of the. . .", through line 15, in order to
remove the stated preference for residents over nonresidents. With respect to the
carbon cashback tax credit, in section 3, page 9, line 5, of the bill, we recommend
amending "qualifying resident taxpayer" to "qualifying [resident] taxpayer". Finally, we
recommend amending the definition of "qualifying resident taxpayer" in section 3, page
15, lines 4-12, to a definition for a "qualifying [resident] taxpayer" as follows
(f) As used in thls section, quallfylng [Fes+e|enﬂ taxpayer means

m—the—S%ate—feenme—menfehs—] a person sub|ect to the taxes |mposed bv

this chapter. "Qualifying [resident]} taxpayer" shall not include any person
who is claimed or is otherwise eligible to be claimed as a dependent by

another taxpayer for federal or Hawaii state individual income tax

purposes.

These changes to remove references to the word "resident" would address the
possible Privileges and Immunities Clause challenges.

Thank you for the opportunity to provide comments.
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Chairs DeCoite and Gabbard, Vice-Chairs Wakai and Richards, and Members of the
Committees:

The Department of Taxation (“Department”) offers the following comments
regarding S.B. 2525 for your consideration.

S.B. 2525 makes several changes to title 14, Hawaii Revised Statues (HRS),
including: creating a new carbon emissions tax and dividend special fund administered
by the Department in chapter 231, HRS; creating a new refundable carbon cashback
income tax credit in chapter 235, HRS, and increasing the environmental response,
energy, and food security tax (also known as the "fuel tax") in section 243-3.5, HRS, as a
way to reduce the consumption of petroleum products and fossil fuels in order to reduce
greenhouse gas emissions.

The new carbon emissions tax and dividend special fund in chapter 231, HRS,
would receive deposits from the increased fuel tax. The Department would be charged
with administering the fund to administer the fuel tax, the new income tax credits
established by this bill, and to increase public awareness in said new income tax credits.
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The value of the new refundable tax credit will be equal to the sum of one
prescribed amount based on the qualified resident taxpayer's filing status ((1)(A), (1)(B),
or (1)(C)), added to a second amount, with the second amount determined by multiplying
a different prescribed amount ((2)) by the number of dependents claimed by the taxpayer.
These amounts are set to increase annually from tax year 2025 to tax year 2040, and
then to slightly decrease annually between tax year 2040 and tax year 2045, as follows:

[N 2)
Single or (1)©C) Amount Per
Me_lr.ried (1)(B) Joint R(_atgrn Dependent
Tax Filing Head of or Surviving Claimed
Year Separately | Household Spouses
2025 $36 $36 $72 $18
26 $73 $73 $146 $37
27 $146 $146 $292 $73
28 $218 $218 $436 $109
29 $289 $289 $578 $145
30 $360 $360 $720 $180
31 $425 $425 $850 $213
32 $488 $488 $976 $244
33 $548 $548 $1,096 $274
34 $607 $607 $1,214 $303
35 $616 $616 $1,232 $308
36 $624 $624 $1,248 $312
37 $630 $630 $1,260 $315
38 $636 $636 $1,272 $318
39 $641 $641 $1,282 $321
40 $646 $646 $1,292 $323
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41 $633 $633 $1,266 $316
42 $618 $618 $1,236 $309
43 $602 $602 $1,204 $301
44 $584 $584 $1,168 $292
45 $565 $565 $1,130 $283

Under this measure, the tax on each barrel or fractional part of a barrel of
petroleum product will increase annually as follows:

Tax Year Rate
2025 $3.15
2026 $5.25
2027 $9.45
2028 $13.65
2029 $17.85
2030 $22.05
2031 $26.25
2032 $30.45
2033 $34.65
2034 $38.85
2035 $40.11

The measure also imposes an annual increase to the fuel tax's imposition "on each
one million British thermal units of fossil fuel sold by a distributor to any retail dealer or
end user, other than a refiner, as follows:
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Tax Year Rate
2025 $0.49
2026 $0.79
2027 $1.39
2028 $1.99
2029 $2.59
2030 $3.19
2031 $3.79
2032 $4.39
2033 $4,99
2034 $5.59
2035 $5.77

The fuel tax's prescribed deposit amounts into various special funds would also
change from a set number of cents per barrel to a flat dollar amount with a set priority of
distribution, including the annual deposit of $1,000,000 to the new carbon emissions tax
and dividend special fund.

S.B.2525 would also impose a requirement for the Department to submit annual
reports to the legislature detailing information about the carbon cashback program,
including revenues from the new income tax credit and the fuel tax. The report must also
"include any information necessary for the legislature to assess the need to adjust the
amounts of the refundable tax credits in future years." The measure states that it is
effective upon approval, “ pr ovi ded t hat s etake effechos JaBuargh d 6 s h
2025, and apply to taxable years beginning after December 31, 2024.”

First, with respect to the new refundable income tax credit created in section 3 of
the bill, the Department notes that it generally prefers credits be made nonrefundable, as
refundable credits are more susceptible to waste, fraud, and abuse.

Relatedly, rather than establishing a formula to combine different credit amounts
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for different filing or dependency statuses, as this bill proposes, it would be much easier
for the Department to administer this new tax credit if the credits were issued at a uniform
dol Il ar amount “per exemption,” irrespective o

If, however, the amount of the credit will be based on the number of dependents,
as the bill currently provides, the Department recommends adding a definition for the term
"dependent.”

Additionally, the Department notes that there may be an issue with the proposed
definition of "qualifying resident taxpayer" which begins on page 15, line 4. Under the
measure, that term means "an individual taxpayer who has been a resident of the State,
as defined in section 235-1, HRS, for at least nine months of the taxable year." The
definition of "resident” in section 235-1, HRS, however contains a presumption that every
individual who is in the State for more than 200 days of the taxable year in the aggregate
is a resident. This inconsistency in the amount of time required to establish residency for
purposes of the new tax credit may cause confusion. Accordingly, the Department
recommends amending the definition of "qualifying resident taxpayer" to "an individual
taxpayer who has physically resided in the State for more than nine months during the
taxable year."

Next, with respect to the bill's changes to the fuel tax, the separate provisions on
page 19, lines 7 to 14, require the taxes paid on aviation fuel and small boat fuel to be
deposited into their respective special funds established under section 248-8, HRS. This
would be very challenging to administersi nce t he Department’
set-up to do this. Fuel distributors are not currently required to report which portions of
taxes paid relate to fuel sales used for airplanes or for small boats versus other uses.
The Department requests that the Committee consider amending this bill's changes to
subsections 243-3.5(b)(7) and (b)(8), HRS, to either 1) allocate amounts to the special
funds through an appropriation from the general fund; 2) make an allocation based on a
set dollar amount, as in the preceding subsections; or 3) allocate a percentage of the total
amount of fuel tax revenue collected, which could be more easily calculated. These
revisions would be much easier to administer, effectuate the same result, and help ensure
all tax revenue from the sales of aviation and small boat fuel are appropriately deposited.

S syst

As noted, the new carbon emissions tax and dividend special fund in chapter 231,
HRS, would receive an annual deposit of $1,000,000, which shall be used by the
Department to administer the environmental response, energy, carbon emissions, and
food security tax, the refundable tax credits, and increase public awareness and interest
in the refundable tax credits. It is not clear, however, how the Departments may use the
funds to administer the tax and credits. The Department suggests that section 2 of the



Department of Taxation Testimony
SB 2525

January 30, 2024

Page 6 of 6

bill be amended to clarify whether, for example, the Department may use the funds to pay
for salaries, contracted services, supplies, and other administrative expenses.

Finally, the Department respectfully requests that the effective date of this bill be
amended so that section 3 (carbon cashback tax credit) be applicable to tax years
beginning after December 31, 2024, and section 6 (increased tax rates) be effective
beginning on January 1, 2025.

Thank you for the opportunity to provide comments on this measure.
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Providing Comments on
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RELATING TO TAXATION.

Chairs DeCoite and Gabbard, Vice Chairs Wakai and Richards, and members of
the Committees, the Hawai‘i State Energy Office (HSEO) provide comments on SB
2525, which 1) amends the environmental response, energy, and food security tax to
address carbon emissions. Incrementally increases the tax rate over time; 2)
establishes a refundable tax credit to mitigate the effect of a carbon emissions tax on
taxpayers; and 3) requires reports to the Legislature.

HSEQO’s comments are guided by its mission to promote energy efficiency,
renewable energy, and clean transportation to help achieve a resilient, clean energy,
decarbonized economy. Further, HSEO notes, that SB 2525 closely follows the
recommendation from the Act 238 (SLH 2022) Report, Hawai‘i Pathways to
Decarbonization' which recommended the state legislature modify the barrel tax to
increase over time, as lower carbon intensity fuels become commercially available.
HSEO notes, that any tax or surcharge to encourage behavior change must include

policies to support the availability of cost-effective alternative options. Thus, a portion of

! Hawai‘i State Energy Office (2023). Hawai‘i Pathways to Decarbonization. Report to the 2024 Hawai‘i State
Legislature, Act 238 (SLH 2022). https://energy.hawaii.gov/wp-content/uploads/2024/01/Act-
238 HSEQO_Decarbonization Report.pdf
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the surcharge funds should be used for lower-carbon infrastructure development and
dividends should directly flow to income-qualifying residents.” The recommendation
notes, “A carbon surcharge incentivizes behavioral changes when appropriate enabling
infrastructure (e.g. robust transit) is available to residents and visitors.” The report
further notes that “Sin taxes” [such as a carbon tax] are regressive and must include
protections for low- and moderate-income households. Dividends are viewed by
economists as a way to offset the day-to-day cost increases of a carbon surcharge. Due
to the carbon footprint of tourism, a carbon surcharge should ensure tourism carries a
fair share of the burden.”?

HSEO supports the intent of this bill and notes the use of carbon pricing should
only be used as a complement to directed regulatory and programmatic action; the
carbon tax should not be construed as a fix-all action to climate action, as infrastructure
investment is critical to enabling switches to less carbon-intensive actions and activities.
It is critical to recognize that a carbon tax should be designed primarily to disadvantage
carbon-intensive activities and should not be used to raise revenues.3

As written, however, HSEO notes the following concerns with SB 2525:

Regarding the cashback component of the bill, HSEO suggests the dividend to
taxpayers be computed based on the revenues received from the surcharge rather than
a specified dollar amount. Prescribing the dollar amount for each year may not be
appropriate and may result in the State owing more money to taxpayers in certain
circumstances, particularly if the tax is successful in achieving its objective of
substantially reducing fossil fuel demand, which would reduce the amount of funds
raised by the surcharge.

HSEO further notes that while prescribing the dollar amount of the dividend
lowers the administrative burden, the dividend would be better determined via a formula
after the first year. The formula should take total revenues, subtract a dollar value as
determined by the tax department for administrative fees and qualifying program fees
(e.g. infrastructure development fees), and divide by the number of shares, where the

21d. Page 8
3 State of Hawai‘i Tax Review Commission. (2022). Report of the 2020-2022 Tax Review Commission.
https://files.hawaii.gov/tax/stats/trc/docs2022/TRC_Report_2022.pdf
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number of shares equals the number of adult residents, plus one-half the number of
minors. HSEO further suggests the dividend be limited to qualifying income groups, set
at a high threshold to accommodate Hawai‘i’s high cost of living, e.g. qualifying
households earning less than 140% AMI, or qualifying households in the bottom four
income quintiles.*

Despite these concerns, HSEO recognizes a carbon tax and dividend program
as an effective mechanism for achieving market-based greenhouse gas emissions
reductions. Carbon pricing can help to equalize the market environment between lower
carbon intense activities and fossil fuels, and incentivize, and in some cases enable, the
adoption of cleaner low-emitting alternatives for consumers. Further, excess revenue
from the carbon tax can assist in financing the upfront and initial costs of infrastructure
which enables cleaner alternatives, such as robust transit networks.

HSEO defers to the Department of Budget and Finance on the fiscal impact of
this measure to the state budget and defers to the appropriate agencies for comment on
tax administration.

Thank you for the opportunity to testify.

41d. Page 11.
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Testimony COMMENTING on SB2525
RELATING TO TAXATION

SENATOR LYNN DECOITE, CHAIR
SENATE COMMITTEE ON ENEGY, ECONOMIC DEVELOPMENT, AND TOURISM
AND
SENATOR MIKE GABBARD, CHAIR
COMMITTEE ON AGRICULTURE AND ENVIRONMENT

Hearing Date: January 30, 2024 Room Number: 229

Fiscal Implications: This measure will impact the priorities identified in the Governor’s
Executive Budget Request for the Department of Health’s (Department) appropriations and

personnel priorities.

Department Testimony: The Department of Health (DOH) respectfully provides comments on
SB2525. The bill seeks to amend the environmental response, energy, and food security tax by
adding carbon emissions as a component and creating a carbon tax with specific tax rates for the

various petroleum products in order to reduce fossil fuel consumption.

The Department supports the intent to minimize fossil fuel consumption and greenhouse gases;
however, we are concerned that the measure reduces the 5 cents per barrel allocation to the
Environmental Response Revolving Fund (ERRF) from the current ceiling amount of $1,250,000
to $1,116,000. The Department relies on these funds to effectively carry out its mission of
protecting human health and the environment. The legislative intent of the ERRF focuses on the
removal, remediation and detection of oil and pollutant or contaminant releases; and the removal
and remediation of hazardous wastes and any other solid, liquid, or gaseous substance that may
harm the environment. The ERREF is utilized when department staff respond to petroleum,

hazardous materials, and other environmental releases. It pays for contract services to the



[ERN

© 00 N o U B~ W N

10
11
12
13

14

SB2525
Page 2 of 2

University of Hawaii for sampling and analysis and contract services for the clean-up and
removal of oil and hazardous waste. Notable examples using the ERRF include petroleum spills
from vessels and stationary devices, unexploded ordnances (UXQO’s), response to the Red Hill
petroleum contamination, contamination of the drinking water supply from Red Hill, the diesel
spill from the Maui Space Surveillance Complex at Haleakala and response to the Navy plane
that overshot the runway at Kaneohe Marine Corps. In response to the Maui Wildfires, the
ERREF currently supports emergency contracts to conduct air quality sampling and monitoring
and ash sampling and analysis. Additionally, staff traveled to Maui and assisted in the hazardous

materials and marine debris removal.

The fund also covers operational expenses of the emergency response staff such as travel,
purchase and maintenance of highly technical and sensitive equipment and personal protection
equipment. Any reduction in the funding amount will negatively impact our operations and

capabilities.

Thank you for the opportunity to testify.
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LEODOLOFF R. ASUNCION, JR.
CHAIR, PUBLIC UTILITIES COMMISSION
STATE OF HAWAII

TO THE

SENATE COMMITTEES ON ENERGY, ECONOMIC DEVELOPMENT, AND TOURISM
AND AGRICULTURE AND ENVIRONMENT

Tuesday, January 30, 2024
1:01 p.m.

Chairs DeCoite and Gabbard, Vice Chairs Wakai and Richards, and Members of the
Committees:

MEASURE: S.B. No. 2525
TITLE: RELATING TO TAXATION.

DESCRIPTION: Amends the environmental response, energy, and food security tax to
address carbon emissions. Incrementally increases the tax rate over time. Establishes a
refundable tax credit to mitigate the effect of a carbon emissions tax on taxpayers.
Requires reports to the Legislature.

POSITION:

The Publ i c Utilities Co mmi s dollowing cgnimE€ndsnioni s s i on

consideration.
COMMENTS:

The Commission appr eci ates t he i ntent of t hi
decarbonization efforts and to provide financial relief to residents.

The Commission has long worked to address the climate crisis and actively implements
policies in line with the Stateo f  H asgoalitoibe carbon neutral by 2045, some of which
are funded via the existing barrel tax. Examples of the Commi
the climate crisis include, among others, supporting Community Based Renewable
Energy (CBRE), supporting a market for distributed energy resources, enforcing and
creating energy efficiency programs to reduce consumption of electricity, and overseeing
efforts to expeditiously acquire new renewable energy resources to achieve the State of
Hawaii’s renewable portfolio standard.
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The Commission also notes that this measure, which establishes a carbon cashback

program by adding a carbon tax to the existing fuel tax and subsequently returns revenues

generated by the carbon tax to State residents as a refundable tax credit, is a progressive

tax that works to address equity issues in the State. The Commission is similarly focused

on addressing equity, as evidenced by the ongoing investigation to address equity and
justice across the Commi ssion’s proceedings a
However, the Commission also notes that this measure is likely to increase electricity

rates in the near term.

The Commission observes that the allocation of funding from tax revenues are proposed
as absolute values and not as percentages or on a per-unit basis. The Commission
appreciates that this provides more certainty for annual funding levels for important
programs as tax revenues fluctuate or decrease over time.

The Commission provides the following comments specific to Section 6 of S.B. 2525 for
the Committee’'s consideration

1. The first sentence in Section 6(e) may be superfluous as there is currently no such
power purchase agreement in place and a new power purchase agreement
between an electric utility and an independent power producer (IPP) using coal as
a fuel source to generate electricity since coal was banned for such purposes when
the Governor signed Act 23, Session Laws of Hawaii 2020.

2. In Section 6(e) of the measure, permits IPPs to pass the tax described in S.B. 2525
Section 6(c) on to an electric utility. The Commission suggests that the Committee
amend the text to narrow the scope of what carbon tax related expenses an IPP is
permitted to pass on to an electric utility. IPPs should only be permitted to pass
through carbon taxes incurred related to the generation of electricity sold to the
electric utility. IPPs should not be permitted to pass through any carbon taxes
incurred from the purchase or use of fuel during the construction of its facilities or
other auxiliary uses. Narrowing the scope of the carbon taxes that this measure
permits IPPs to pass through insulates ratepayers from bearing the cost of
emissions incurred by IPPs in the course of their regular business operations. A
narrower scope would also align incentives of IPPs with the goal of S.B. 2525.

Thank you for the opportunity to testify on this measure.
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ON
SENATE BILL NO. 2525

January 30, 2024
1:01 p.m.
Room 229 and Videoconference

RELATING TO TAXATION

The Department of Budget and Finance (B&F) offers comments on this bill.

Senate Bill (S.B.) No. 2525 establishes a carbon cashback program by:
1) establishing the Carbon Emissions Tax and Dividend Special Fund (CETDSF) to be
administered by the Department of Taxation (TAX) into which funds, including funds
appropriated by the Legislature, a portion of the environmental response, energy,
carbon emissions and food security tax, and investment earnings, gifts, donations, or
other income received by the Hawai‘i Natural Energy Institute, shall be deposited;
2) establishing a refundable carbon cashback tax credit for qualifying resident
taxpayers; 3) increasing the taxes on petroleum product and fossil fuel sold by a
distributor; and 4) changing existing allocations from set proportional amounts to flat
annual rates and adding new flat annual rate allocations to be deposited into various
special, revenue, or revolving funds, including the CETDSF. The bill also requires TAX

to submit an annual report to the Legislature no later than 40 days prior to the

No. 1 Capitol District Building, 250 S. Hotel Street, Honolulu, Hawaii 96813
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convening of each regular session from 2025 until 2034, inclusive, with information
about the carbon cashback program and the Office of Planning and Sustainable
Development, in consultation with TAX, to submit a report to the Legislature no later
than 40 days prior to the convening of the regular session of 2034 that includes an
evaluation of the carbon cashback program and any recommended changes.

As a matter of general policy, B&F does not support the creation of any special
fund which does not meet the requirements of Section 37-52.3, HRS. Special funds
should: 1) serve a need as demonstrated by the purpose, scope of work, and an
explanation why the program cannot be implemented successfully under the general
fund appropriation process; 2) reflect a clear nexus between the benefits sought and
charges made upon the users or beneficiaries or a clear link between the program and
the sources of revenue; 3) provide an appropriate means of financing for the program or
activity; and 4) demonstrate the capacity to be financially self-sustaining. Regarding
S.B. No. 2525, due to the annual increase in the tax credit to be paid from the proposed
special fund with only a flat annual rate allocation to be deposited into it, it is difficult to
determine whether the proposed special fund would be self-sustaining.

We defer to TAX on any implementation issues created by this measure.

Thank you for your consideration of our comments.
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COMMERCE

Tuesday, January 30, 2024
1:01 pm, EET
Conference Room 229 or via Zoom

RE: SB2525 Carbon Cashback - Conditional Support with Amendments

Dear Chairs Decoite & Gabbard, Vice Chairs Wakai & Richards, and
Members of the Committees,

The Chamber of Sustainable Commerce represents over 100 small
businesses across the State of Hawaii that strive for a triple bottom line:
people, planet and prosperity; we know we can strengthen our economy
without hurting workers, consumers, communities or the environment. This
is why we conditionally support SB2525 with amendments.

According to the International Monetary Fund, the global subsidies for
fossil fuels were estimated between $5.4-7 trillion in 2022. According to the
U.S. Senate Committee on the Budget, the U.S. taxpayers handed over
about $20 billion in 2022 to the fossil fuel industry to make fossil fuels
artificially cheaper. These subsidies undermine the viability of investing in
energy sources that produce less green house gas (GHG) emissions.

The challenge for Hawaii becomes, how do we capture those federal tax
dollars our residents are paying, expose the true costs of fossil fuels and
invest those monies locally in non-GHG fuel sources and social enterprises
that support equitable participation in GHG reduction efforts.

CSC supports the carbon tax and the refundable credit to the lower 75%
income households; but acknowledge the top 25% would experience less
financial hardship by the carbon tax; instead, that portion of the tax revenue
should be directed to social benefit programs that will have direct and
immediate reductions of GHG emissions, such as, but not limited to:
Making bus transportation on all the islands free, with more robust routes,
express lanes, broader schedules and larger fleet of electric-solar buses
Providing electric car sharing programs, like biki bikes, for families who
cannot afford to buy an electric car and/or install a charging station
Subsidize more locally grown organic produce for school meals

Additionally, please add a section to the bill that requires an honest
evaluation of the volume of green house gases emitted by trash and
biomass incineration and tax those accordingly to the true costs to global
warming and climate change.

www.ChamberOfSustainableCommerce.org
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Table 31: Estimated Impact of Carbon Tax, State of Hawaii

Per capita 2013 Total potential Total carbon
energy Electronic 2013 Industrial Total revenue, assuming tax potential
related CO2  Power Fossil Fossil Fuel including 2013 emissions revenue as a
emissions in  Combustion Combustion  transport and tax rate of share of state
2013 C02 $20/ton CO2 GDP in 2013
metrictons | yvrco2 MMTCO2 | MMTCO2 $ millions %
CO2/person
12.9 6.8 15 18.3 $365 0.49%

Source: Brookings Institution State-Level Carbon Taxes, 2016

N+9/"% = -9%9,"%) (9( = ->,>"$+AU"%OB (*>%B"+"D () /", $+," ,+;%>")+*E(9"
+OB" 05, =+0>"*AU9=0>1") (= = (98/"FI(29" +>"B-A-BUIB>!", (" $(=>US (IB><" 1IK)
79IMKHDLIN) G0) ,8P8L0) ""RGIGSIR) +KDK8HRJ) &HT8ILUBILGY) V7 , ""+&l)
RGO : ERIK:) 8) DIE :N) G9) 8) R8HXGO) 18Y) 1J81) P8D) HKIK8DK : ) L9) /FHLI) >=>["
%O, W6B!" AM+E(Q" .*)-9:" I>>%>>=%9," 0(*" 1+2++f"@)(9("-)" +9B"
GURIS(=>%" g+>" R™ D+),>ICHSN" > =B/" %;DIC%B" $(2" +" )+E(Q" ,+;" +9B"
B-A-BY%OB"D(8-)/"2 (=4B"+00%) " 1+2+-+"+9B"0GEQ :)1J8I)LI) PGEL: )DEXDISOILSZIN)
HK = ERK)IJK)RGODE SFILG9)G0)GDDLNEKID)P ILZK)LOSORLEZIN)XKIKILILOT)SGDI)
.8P8LL) JGEDKJIGI:D\"L(26-9) (= %" $(=>%$(8B>" 2(=1B" %;D%*%9)%" ,$%"
=4+ 96>, "0-0+9) -+"E%QU0- <"

#(" B+%!" (A% KIQJJ" %) (9( = ->,>" $+B">-19%B" +"> +,% = %9," (9" )+*E(9"
B-A-BYUOB>" %OB(*>-9:" +" )+*E(9" ,+;!"-9)8=B-9:" ,2%9,/6%-$," b (E%S" L+="%+ %"



%) (9 ™ ->,>1"0(="0(* = %" M$++>" (0", $%" WohBY*+8" No6>06+A%!" +OB" 0-0,%%9" 0 (* = %*"
M$+-+>" (0" $%'M(=9)4"(I'@) (9 ( ™ -)" I BA-> (*><HSU"> +,% = %9, *%+B>1"-9'D+* f'd 1"
Y+HE("+;"(00%>" $%" ™ (>,") (>,6%00%) ,-A%'BA%*", (%B=)%")+*E(9"% = ->>-(9>"+,"
SU">) +H%"+OB"SDUYB" $+,"->" ) U>>+/<dR," s (%>"(9", (">+/" S+, $U")+HE(9" +;"
>$(=IB'EW-9) 0+ >%B'=9, 4% = ->>-(9"%B=) ,-(9": (+8>"+:0%" = o, W , ("™ +;- = -_ %" $%"
0+-+9%>>"+OB'D (8, ) H'A+E-4-, /" (0 +"->-9 - ") +¥E (9" + ; I"+88", $%%A%9=0%">$ (=IB"E%"
50, =*QUB" B416) 8/" (" ~<A<" Y- %9>" $(= 28" UZ=+1" b= " DG>= " " UE+ U><HEH"
=/t (0 1 T UR) 49" 0+ 7 £%>1"-0)8=B-O 1" $U" ™ (>," A=HOU*+ER!" 28" E%IY%(-,"
(-0+9)-+8/"E/ %) %-A-9 =" = (*%"9'))+*E (9"B-A-BUIB>]", $+9", $%/"D+/"-9"-9) U+ >UB"
%904+ 2 /"D*-) Yo><(l

N %", $+9"0(*,/") (29, *%>"$+A%" +B (D, %B"+")+E (9" +;" (*' (,$%*" ) +E (9"
D*)-9:"D(8)/!"+9B"%A%Q" = (*%"+*%6") (9>-BY%*-9:"- <"1 JK) 1 GHI - ) @89]) SDDKHID)
1J81)"R8HXGO)FHLRLOTILD)IIK)SGDIKWKRILMK)PSN)IG)HK - ERK)KSLDDLGODA)89 : )
87) EHLD:(RILGOD) SEDI) TG) 0EHIJKH) 89 1) 08DIKH) L9) EDLOT) R8HXG9) FHLRLOT)
FGILRLKD)8D)F8HI)G0) IJKLH)RILS 81K) FGILRN) F8R] 8 TKD\N"#$%"§%A%8" (0"D*-)-9 = "->"
F%/I"+9B"+)) (*B-9:", (", $%" [ (*1B"5+9F1"0(>>4"0=%8>" = =>,"E%" D*-)%B" E%, 2%%9"
V7J"+9B"V0JJ"D%*", (9" (0")+*E(9"B-(;-B%"% = ->>-(9>"-9",$%"9%; ,"0%2" /%++>", ("
D=," . $%"2 (*B" (9", $%"D+,$", ("+)$-%A-9 " $%" : (+1>" (0", $U" - +*>"1 %% ™ %9 <"

L+>," /%+*1" 20" 2- 9%>>%B" $%"- = D+)," (0", $%" )b = +,%"% = %*: %9) /" (9" (=*"
S$CU>Y9" 1=2=>,"UI"6I6K!" 2-4B0-406>">2%D," +) *(>>" N+=-"+OB"F-H%B"+,"8%+>,"
0JJ" DY (DIE!" = +F-9="-," (9%" (0" ,$%" O+,-(O)>" BU+BIU>," O+ =*+5" B->+> 0h*><" "
>D*+B" (0", $U0-%>"$+>"E%%O"+, *-E=, %B", ()b = +,%")$+9:%") (9B-,-(9>!">=)$"+>"
=9=>=+§§/" B*/" 1+OB>)+D%>" +OB" ,$%" ) (908=%9)%" (0" +" >*(9:" $-: $6D*U>>=*14"
>/> %", (%' (*,$'+9B" L=+*) +OW'& (*+", (", $%"> (=, $<#$U"2-4B0-%>"BY>, *(/%B"
(A% 616JJ" > =), =*>1" -9)§=B-9:" 9= = Up*(=>" *%>-BY9,-+" E=4B-9:>I" $->, (*)"
(+OB ™ +*F>I"+OB">)$ ((§0+) 4+, %><R"4%D, % = E%*'6IGKI"+"%D (*,' 0 = ", $%" ™ 9-,%B"
4+ %>" &UD+*, = %9," ("M ™ = %*)%'"%> - = +,%B" ,$%", (,+"%) (9 = -)"B+ = +:%" (0"
U 2-3B0-406>", ("E%"* (= 2 S8/ V7T ER-(9¢ 15" 2%"+) ) Ueioo++, %" (=*" , *+9>-,-(9", ("+"
)6+9"%) (9 ™ /" +9B") (9,-9=%" (=*"0-:$,"+ 1 +-0>," )& = + %" )$+9 : %" 2%" )+99 ("
HOCB", (0% (', $->">=>,+-9+E-4,/6 ™ -OB%UB" ™ %,$(B" (0"*%A%9=%": %Q%*+ - (9"
|
|

N+$+5("9=-"3(+1"

SHD).GOOLKZZ)) ) ) ) ZXXN)#LSSGID)

LSO )%+ - A0+4) 1 L LU++) U S0 )+, b= 6/40+) 1 L L4/ ++)
JuIUMQSTeSaza” " " " JUIUMK766QUOU

F>) (0B : " +4) (™" " +EE/+9+9+UJUK: ™ +4) (™"



SHE " () 1+, #%)- . //0)1,2,") !
HSSHE ™ ™ (O *+ , S8+ ‘ L
ST, _ &S *

I"#$e O (+ (™
1"#$%&' 1 Q) SH S 1+, -, =" "#/01" W& " S 131" 15%"

=W /0" N2 - L /34 HS 6 T 75819, /0 2" - T M #E <190 52  #5 = L =7 _12'3>'40 . "7# _H0&
?93#3=19"- _A.B3C=.#4""#5'D3$HI2=""#5"EQHOSS . ""#5' PHAMUIH—= . #4'/3==144. . 2F'

%8 " ()i* )ir&dr , -+ %" /0, (- L " 49682 *$P3h, , 2546 " 7 "B L #00/+-)3-" -1 <K L =SSFAPF)

; PQAQAS 7 &-B&ICDE>"""F/5+&%01%" " G-<*"" 1L%%" "+ ™ (<%/>*"" /%8%" %< = 384 ™ " F#) * *F#/%B=<-+3+ " Ed+*4
-"B(=Fo%B " <$* 0 -/ /> M

//GH" 1"11'93=CHl2.2'3A. W' I+KJI'= . =7 . %2"#">3$4"'90"' C4 . %2'L'H" I "11'N28" #5* HI# BN $ "1 #5'
O"S$IP' = .""BA39"4. 3" . >> . Q4A ¥ >XOL #4* " #5">" ' 0Bl=""4 '} Q128" 413#P" = ."2$CC3W4'QR(S(St""2' 14"
=, _42'40 .. TSl = #42'>3%" .>>_941A " Bl=""0 " QA 3H#" = B&F"

ol JFF</ /%™ $K%34<**+B " =/%'U . =12213#2 U3 ="7h#1#Q'>3221>$ . B21*"

ol L<-zzW</8mib<> "FB& " 10t B * /= L >+-*" 8 T $-+/'43" . 5$9 . 322185 85 . C. #5 . #9 .+

ol M<*Z<U//-GUt™ " Fi%" =</ =/ Hi< T [+ X D3N ASEE U TB L = L =T L %2' 3> 3B 93 ==F#14&*

ol O%GY" =Y0#" %=+< " (8/*47 *" (B> [+#+8&%% - *GU<" L %" "+ "*3+&-"" =¥ 1 0190"12" . 2C . 91"'BB&" 91419 ' 1#'
4012'41="_"3>'41004'7$5@ . 42"

/T3 CHIOHA 2" # . 22 441D 24%""4 . Q&' 1#' 3 OBL=""4 ."90"" #Q . '=1410""413#' .>3Nd2P'I4'12" . #53%2 . 5'7&'
403$2"#52'3>" . 93#3=1242""1 . Bl@13$2'8. "'5 . 2+ 7 $21# . 22" Qh3SC2 " #5'O3A Yt = . #4'8. "5 . h2PWIX'
GB37"B&*3A. ", +'@3A. Ut = #42'0" A "1#4%35$9 . 519" 7 3# CHIOAQ WK "#5" 1 .YA.'372.%A.5'
5.9"5_21B3#@'1=C"942'#'23="."3>'40 . =P"ZX'

Q4$51. 2" 4'40 . #" A3# D', X" #5839 B'8 . AL B2'WSX'0"" A "188$24%"4 . 5'40 . * .>>19"9&" 3> 9" 7 3#' CHIIH#@'1#'
h.5$91#Q" . =12213#27" = 0.#'93$C. 5" 1 140" "'5IAIS . #5'['9"h73# 4" \"h. A #$. . 4$WH . 5'43"
03%$2.03852'['40."1=C"94'3#'3$'B3 1 L=1558. L1#93=" >"=[l_ 2'12'C3214IA_P'

PEESI8" () (*)+, %-(. ) /(Oh(0-* "~ 0102 (9 10-3() ) S(E+H(<) +, %-T, )& 8
69 :8() ~8()8US.0-3(*:* ) =(* = *+35:(<< " (+ " MUtA" ~8(.=) . (.= * () Wit 5(%45(
=S8, T (+,). "BD&D ()&= ) <2 U(. =" (+ 808 " — . &(046(@) 4 ) WB(4. =(
) (BI8SHAS+.096-) . * (8180, 9. 099 YA TI-*Utt " (=998 * =%:88;C!!

U'(++LECCH" 17D ™\'/3==12213#"



DO.".B.=_#42'3>"/"%73#'/""207"9;" 1 .%._ >SN0 . %'1#B$5 . 5'1#'40 . "H" 1" IVI'Q4"4. 24 . h@& >>19 . 12"
.9 #4'— . 9"NT IHINUBH QUGS 1A WL O # FH(, - /01, 283" (8, 2P"DO . '24$58 . 93=="_#52"
H' 1T F*> 4708 " <B* " 8/=<B& "< W li=/-"" 2 4+&%#; + " +U0/4%E-/+-"* 45 " <<U(3+ " EB 7 -+&IF-G-F%" " F/#> " -F4
+*4<%/-F%"" +/H"

/T3 /1207795 Y2' CRlOIHQ" 3>'9 %7 34 CIPAL3H" 11883 1 '$2'43'7 . @l#'43"1#98$5 . 40 . "44$ . 2391
93242'3>'9"h7 3#' . =12213#2"1#43'>32218'>$ . 82P'DO12" 1 1B'4%1QQ . W' 90" #@ . 2'1#'93#2$= """ #5' 7 $21# . 22
7.0"AL3%2'40" 4> A3 >>191. #9& #5"B. H T HE Y #. 178 "230$413#2P'D0 . '3$493="_"12"""24 .CL
90"#@ . '1#'931. 94IA. "0 7142'40"4' 1 1B8'0 .BC'H" 1 "'11'%.5$9. '142'5 . C_#5 . #9&'3#>32218>$ . 2+

99804, 42" AN #21413H 43" 8. L # HE&N " #5'0 .BC M. 4 2BCCINA >IN H A 3H 89" 7 3# CHIIHAP ERY
3>'4012" 1188'399%%* 1 018.'40."9""207"9; U4 \"%h . >$H5V"> . "4$h . '3>'4012" 7188 1 IB8'>1#""#91"B&'7 . # >3 L
"#5'=1558. L1#93=."03%2.03852"

JB="4."90"#0 . "% . TSh. 2'238$413#2" 3#' =PBAICE. 3442 [ . =12213#2"% . 5$413#*'B_ @"'9&' 9" %7 3#'

S5H" 153 14+ #5™" 5" C4"413#P"QR (S (SV2#Ch3C32"3'43'CHA™ "Cl9 . "3#' 9" N7 3#' " #5 . 4BWH . A #$ . 43"
. 215 . #42'12'9%1419"8'43" . SPIHQ" . =12213#2" 1™ #' . TSI4" 78" 1 "&P'll4" 1 188""823"24% . #@40 . #'""#5'
93=CB.=.#4'340.%'C38191.2'5.210#.5'43'5. 9" %7341 .'"H" 1 "' IP'

M(%" /%4/=>>*<+; 20A0AH'

<.2C . 94>$m&*
<3#'<_IBEF//GH™ 1L I'Q4MA "/ 33US 1 A3

!

D8 () 19+, #36)- . //0) L1 12" IS8 (&) *1%6&% " $( %! , ($HH(8E 1S~ . &/S/018(, $%'1E 8I!) &/ 243~ 18IS QUG " &4'/" 318
$-—(3HH1/1'5$31/6$%, &I RIHTIBBY! - § 7 $"<H=>>2I535A3(HIS(3 " $(*1&)SIAB>>>>7?!, IRAB&(, $U'1$+ &HTIC&(I5E(3!

) &(SSH &Yt H/ 13U/ 5 S IILOATE( TN

151 HE%E (B)*)&t), (U (-."#8& " O*+, —, ".+§/)*.01+§2) 31455067 ,$8, , "§*,4,17, (/%) —§—6"58+,4.)*+§
41.19, "+431—6.,3) 88506 : 611h)*;<83) ;<46*8) "=46+0864>=3/.1" ;=.0,=+06(,$

I28@6"54)A" 4, 8067,51—23, —, ™., (B)*6*,§216" "1738.)81— 23, — , " .C46*8) "$2+141" ;8+.%6. , ;1,44

Where We Are Already
®Carbontax @ETS
140 Uruguay
g Switzerland SV.JEGEH Liechtenstein
o :
120
United Kingdom EUETS
100
Norway
& - Finland" ®! L
g
g
2 Smlz_erland
K} (60 France Newzealand
g Nelhe:lands o O Irgland Luxempourg Canada
40 ChinaNational ETS — penmark* \celand
UnitedKingdom Germany
Spain Portugal Slovenia
20| Latvia RF’.(" Mex%?o . Rep. of Korea Japan
. @ Colombia South Africa
o|_Poand Agentins” @ g . Kazakhstan Ukraine singapore
60% 80%

Share of GHG emissions covered in the jurisdiction Bubble size represents

absolute covered total
Absolute emissions coverage, share of emissions covered, and prices for CPIs across jurisdictions greenhouse gas emissions

Data Courtesy: The World Bank, 2022. *State and Trends of Carbon Pricing 2022 World Bank, Washington, DC. Doi: 10.1596/978-1-4648-1895-0 $

D&2(/3EIF63IG/8%&5"/IF'S3#HIC3@(2$(0 1+ 1>1J!



ID#/0121851" .*) (A4, (3652*14,8) "$46*8) "$L"$""EE""$6 " (306+8.0,501; 0, +.§2*14 , ($4A**, * .3586.5F"'DE<.GH?4$I.+$,4) ") —5§
06+5;*) = "$858JKLS+"4,5.0,8".*) (A4.D) "I6 ™ (BL.+8, —1++1) " +3067,8(, 4*, 6+, ($855?NLYS
0..2+)A* 2 )*3(1" (6.61)*;<46*8) "=2*141" ;=2) 2A36*§

36)4),5'1%.-6$)"$1— 23, —, *., (5L +$46+8) 5.6P51 "§PKKQISE ™ (§1.SHH84AR* | * 3556 SFINS.) "$6+6) AR2*(% 152K 2DKS. A (L, 44067 ,§
+0) 7 *$.06.41.506+506 ($65—1"1— 6381 —264.5) *5.0,5,4) *) =515 - 013, 8, (A4L" 38, —L++1) "+8, . =, , "IN$6 ™ (8"NLKTO, $46*8) "$
(BPS0BH8, , "$+)5, /1,417,517 SUL.1+0§G) IA—B8168.06.8.0,5, " .1¥, $4) A" *55) /sG6 * 6 (6506456 () 2. , (5L

T0,$7-4%(1"8 ' 8&)%8Y, 46*8) "$2*14, 50648, , "$4L. , (36+8) ™ ,$)/8.0,§—6178*, 6+) ™ +5,3,4.41457,0143,82, * , .*6.1) "§1"$
8A%)2,816%, P4, , (43.06.9)/5.0,8V 1., (§5.6. , 4BGiL—6. , W) =$2) (46+.§2<2N<PK?20HXA*.0, *— )*, 8@ , .463/56" (5.) 4>
/17 (5.06.5.0,58V/14$46+8) "$2414, 5064506 ($657 , *58" , ;31;183, $1— 264.8) "$1.4§) 7, *63%8,4) ") — 518

IZESN L I HEUR ! s #)%)&+,4-2)1,180. . 2+0<<41.19, " +431—6. ,3) 8850) *; <46*8) "=2*141" ;=+. A(L, +<§

INKTO,$8<7=>"1"4$%8&" ;#)*)&+'2,, 1, , 61841 (U4l " SR2*B?K?""$4) " /1*— , (5.0,8,//,4.17, = ,++$) /56846*8) "¥/ , , 96" (§
(7I(, " (.76, , ;580..2+0<<, ", *: 5406 = 6114 ) 7<46*8) "=2*141" ;=+. A(5KRI46*8) "§2*141" ;§2) 31456 = 6+.0,5.) 28
*,4)——,"(6.1)"$855.0,$<"0"))'@"A'=1B)10' 1 %6 6), , )&

0..2+0<</13, 1406 = 6114; ) 7<.6P<+.6.+<.*4<()4+2K22<T [G\ [, 2)*.\ 2K 2242 (/8%




4
! ulupono

I NITIATIVE®

"H I QHE#AFHI(S.D)+- - FE D0
!

123415677844 1162!""2"9 ;1"'5626785!="">"?7607 "' 24/Al46B9817!32=!
3:985B?4B9"IAI"2>80627"'24!
A4*C-DSEIFS+*SCEIH 1T I IKILIM* IMI/ 1)
|

UHSNEY (8&)¥)+F), =" HSEU/*.'01'23231' 5 -"+%)8604' 7 +8++)%&Y

=C$GISNSHGI=C5 )%, CISNSHG! - SO0$6DIS+D! 7 CAOCG-1)P, NCI5 ) ##44, ,CC-!

|

ZEHSHCI-I7H(SNI 7*+CO$, $I$+DI8IS#E NCI=IGC(, )GI)P! - JRCG+HECH,13PPSIG-1$, IBE* /) +)!
844,13, IRCISCISCCISI TSUSHHIP) (*-CDIAE/$(, l1+RC-, #C+, PIG#E NS, - GIRC-!, ) i /G)RCI,NC!
X*$i, ENPRIPC!,NG) *YN)*, | NCIi-i$+D-IOEINCE/H+Y ) <61 () A%+, IC-10C () #CI1# ) GCIGC-HC+,
$+DI-CAPI-*PP(HCH, !, NG) *YNIE) ($HEL/G) D*(CDIP) ) DAGC+CUSORCIC+CEYEA (C$+, 6$+-/) G, $, 1)+
(N)H(C~I$+DIOC, , COIAS+$YCHC+, DPIPGC-NUS, CGIGC-) *6(C-1!

|

1SR BB/ . '01'2323UNK(N'$AC+D-1,NCI"'+RIG) +#£C+, $H19C- /) +-Cd" ' +CGYEI$+D!
7))DILC(*GH,EI4$[!,)I$DDGC--1($6O) -+ --) +-1$+Dli+ (GCHC+, $iE+(GCS-C-1, NC!, $[16$,C!
YRCG!, 4£CHIANCIONE$A-) IC-, SOM-NC-I$IGCP*+DSORC!, S[1(GCDY, 1, ) 1##4,4Y$, ClNCICPPC(, )PIS! ($60) +!
CHE--8)+-1, $[D+!, $[/SECC-I!

|

4)I$R)D!,NCIU)G-, it/ $(, -1)P (85, CL (NS+YCA-HY-HIPH($+, IGCD* (1) +-T+YGCCHN) *~CIY$-!
C##--5) +-1$6C1+C(C--$CEMANCITSUSHH1,$, CI2CY4-E$, *CC1/$--CDI3(, [TH\ I+ 1 J JASPPIGHE!+Y!
TSUSHI-1G)AC!H+!, NCI+$,§) +$UEIDC, Co#EH+CDI () +,GH0%*, ) +1*+DCG!36, H(ACIK P!, NCI@$GH-!
3YGCCHC+, PYG!,NCIB+4,CDI1,$,C-1, ) "$(NICRCISIPIP, E1, ) PP, EWl, U)1/CG(C+,IGCD* () +1i+!
CO+)H#EUIDCIYGCCHN)*-CIY$-ICHE--§)+-1_= T = IOEIIIHII()#/$6CD!, )1 1 1a4iCRCE-Ih!I8+!
=C(C#0CGLI 1 IH!, NCITSUSHIL, $,Cl*"+COYEIBPPH(C!/*Of-NCD!, - TSUSHH @S, NUSE-1,)!
=C($60)+ic$,§)+19C/ )G, AUNS(NIDC+ IPHC-A$#) +Y) NGB!, Ni+Y-d, NC! (G* (4$116)4C!, NS, IC+COYE!
CPPH(HC+(E!UHRIZISEIS-1) +CDPLNCIEE) -, I6#£/) 6, $+,18(, 1) +-1,N$, | ($+0CI#$DC!, ) I6CD* (CIC+COYE!
DC#ES+D! "% 14 /0CHEC+, +YT) NCGI#£CS-*GC-1-* (NI$-IDCRCE) /4+Y1+CUIGC+CUSOLC!
YC+CG$,)-HIGCD* (4+YIRCNH(ACIAHHIC-!, GSRCACDA() +RCG, +Y1, ) ICAC(, GH(!, G$+-7) 6, I$+DIDC/E) El+Y!
($60)+1($/,*CC!,C(N+)&) YEC-1IANCIGC/ )G, 1$4-) HDC+, PHC-!, NCI-HY-+iPh($+, 1+CCDIP) GI$DDH, 1) + 4!
GC-+CUSOLCIC+COYEIYCHCGS$, 1)+, ) #£CC,106) $DCGIC() +) ZENUIDCIDC($60) +icS, ) +1Y) $i-itl

|

3IGC(C+,I6C/ )G, PG) £ NCI8+,CYYRCO+HAC+, SU@S+CH ) + 58S, CISNS+YC!_8@55 1Ph+D-1,N$,!
($60)+D¥) [1DC!_56J"ICHA--4)+-IU)*iDI+CCD!, ) PSUOEI$0) *, IKa PG ) #1J IMI UCRCA-IOELT IHT!
)i, USGAEHY!, ) IMIAIDCYGCC-I5Ch-1 -1 131 ($60) +($-NOS(QL/6) YE$#£ ($+0CIS+ICPIC (HRC!
))H,)I6CD* (CIYGCCHN)*-CIY$-ICHH ) +-IUNKCI+) , IPh+$-+ (SSHEIO*CDC+i+Y1#£) - IN) *~CN)4D-I!

|
LU (D) Ur+&%, -+ . £/01%23 . 4'5%*" . 41614 78R 0--" . 44; &+ APN&N' (" =""""E>07 . 2+ 05" =" @ BN &N "+ - *%*0% ; 0A'-B%*C20/010D 3024
U=UTEEHD_FGG0402A , &N A . HO& 211 . 4*04*GC 8. %J-G"="@6=1661"78KS : LMK/01%23 . 4'5%*' . 4K>0? . 242J<
":CDD%2.%.2¢) .8'1, D%N02-. <0) PP#: 201" %B>07 . 2*. 4:Q8. 3UBR 2D "4A% . <:1£S:J0A200-:P0B-"'C-:%??2 .. H0OJ3 . #A . HO24D04*-%M1* . 302:8%" =1 8tz
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INITIATIVE

1e!JaJalUsil/G)RIDCISHC () +) #H(1#C(N$+Hi-#H, ) I$((CIC$, C! NC-Cl+C(C--$GEIOCNSR) GHL!
~NiP,~I$-+DIi+RC-, #C+,1+CCD-I$+DISHY-+! NCli+(C+,4RCI-,G*(, *GC!, ) ) GYCI$I/$,N!, ) USGD-1$)!
DC($GO)+%CCD!C()+)#E0!!!

9c C$G(N'()+D*( CDIOE!,NCI8+-,§,* ,CIP)G1*~, $i+$OkH, E1$+DIOC-HHC+(Cd$+D!, NCIB+HRCG-} E')P'
TSUSHH"" O +)#4(19C- C$G(N'66Y$+/oc$ 1)+ BT""96 IP*G,NCGI-*//)G,-!,NCIRESOkH, ENPIN
O+(C/,1$- |$+Ic#ﬂ-- )+-1GCD* (,§) +#ECS-*GCAC- 1S, b+ YISIMHAIGCD* (1) +1+1-,$, CUY DC'
CAi-—1) +-1U%, NI NCIE) UCGI/GH(CD!/$, NUSENANCEI$i- ) +) ,CD!, NS, d*-+5QCHE) -, | $[C-dlh, IU$-!
/)--40iC!, ) #/&C#C+,',N I/G)YG$#' HSIUSE!NS, '$&&'N)*—CN)&D HTSUSHI) +SRCGSYCA
U)*IDIOCHCPH,IC()+) #EH(SUENANK-1h-1££$DC!/ ) --HOICIOE ) *GIRY-H, ) 6-1/$Ek+Y i+, )1, NCI/G) YOS #
o* 1)+E!) *GIGC-KDC+, -1 ($+IGC(CHRC!,NC! ($-NOS(QII!

3DD ) +$UE+=C(CAOCEII 1 IMI, NCITSUSHHAS [IOCRICUIS ) #4£4- ) +li+14, -1T 1T 11T 13T
6C/)G,!,)!,NCI?CYk-4$, *GCI$i- ) I6CO) ##C+DCD!,NS, I TSUSHECH /D) EISI($60) +($-NOS(Q!
/G)YGS#E, ) IC+() *GSYC! (IC$+!C+COYEIDCRCE) /AEC+, 1$+DIE/G)RCI#E) -, IN) *-CN)ID-]ICO) +) # (!
UCIP$CCI+, NCI/G) (C--ISH,NIE) UCGI+() #CIN) *~CN)ED-IC[/C(,CD! )'C[/CG C+(Cl+C,!
CO+)#EH(10C+CPH, -1YGCS, CO! NS+, N)~ClYPINEYNCGIt+() ZECIN) *~CN) 4D, Ni-14-1$1/6) YGC--4RC!
#C$-*6C!,N$, IUHHID}- +(c+ RICC!, NCI*CI)PIP)~-HIP*Ci-IUNKICI-4%1, $+C) *~IEINCL/4+ Y1, NC!
N)*-CN)ED-!,N$, +CCDI, |, NCI#) -, I

|

SNHC!,NCIGC-CSG(NDPPCG-1£$+Eli+-HYN, -I$+D