STAND. COM. REP. NO. ;ng

Honolulu, Hawail

FEB 04 2008
RE: S.B. No. 2088
S.D. 1

Honorable Colleen Hanabusa
President of the Senate
Twenty-Fourth State Legislature
Regular Session of 2008

State of Hawaii

Madam:

Your Committee on Economic Development and Taxation, to which
was referred S.B. No. 2088 entitled:

*A BILL FOR AN ACT RELATING TC ADVANCED FLIGHT SIMULATOR
TRAINING, "

begs leave to report as follows:

The purpose of this measure is to add businesses engaged in
commercial aviation training for pilots, dispatchers, mechanics,
or air traffic controllers to the definition of "qualified
business" under the state enterprise zone law.

Tegtimony in support ¢f this measure was received from the
Department of Business, Econcmic Development, and Tourism;
Honolulu Community College, and one individual. The Department of
the Attorney General and the Department of Taxation submitted
comments.

Your Committee finds that currently, Honolulu Community
College offers both flight training and aviation mechanics
tralning programs. While both programs have proven successful,
partnering with the aviation industry would boost opportunities
for expansion, both locally and internationally. This measure
would provide an incentive for the private sector to make the
needed investments in expensive flight training materials and
equipment.

The Department of Taxation estimated revenue losses as a

result of this measure to be $400,000 for fiscal vear 2009;
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$1,200,000 for fiscal year 2010; $400,000 for fiscal year 2011;
and $275,000 per year thereafter. The Department estimates that
the consgstruction of facilities for the aviation training would
cost $§50,000,000 over three yvears, with $10,000,000 incurred in
the first and third vears and $30,000,000 incurred in the second
vear. In the fourth year and thereafter, the facility is assumed
to generate §5,000,000 in gross receipts and to increase the
enterprise zone tax credit by five per cent. The general excise
tax is foregone at the rate of four per cent on the construction
costs and on the gross receipts from the training facility. The
Department also noted that it is difficult to predict the extent
of construction and gross receipts that will be generated in the
enterprise zones as a result of the measure.

Your Committee also notes concerns that were raised regarding
the very specific subject of the title of the measure, and the
proposed amendment to section 209E-2, Hawaii Revised Statutes,
which i1s much broader and does not accurately reflect the
measure’'s title.

Your Committee has amended this measure to address the title-
subject concern by replacing the reference to "commercial
aviation" with "advanced flight simulator" in the proposed
amendments to section 209E-2, Hawaii Revised Statutes.

As affirmed by the record of votes of the members of your
Committee on Economic Development and Taxation that is attached to
this report, your Committee is in accord with the intent and
purpocse of S.B. No. 2088, as amended herein, and recommends that
it pass Second Reading in the form attached hereto as S.B.

No. 2088, 8.D. 1, and be referred to the Committee on Ways and
Means.

Respectfully submitted on
behalf ©f the members of the
Committee on Economic
Development and Taxation,

et~ W/W,

CAROL FUKUNAGA/ Chair
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