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As amended by the House Committee on Economic Revitalization, Business & Military
Affairs, this measure extends the high technology business investment tax credit (Act 221), the
research credit, and technology infrastructure renovation credit to 2015. This measure also caps the
amount of investment credits that can be generated per qualified high technology business and in the
aggregate. The measure also creates a review board to decide certification issues before the
Department.

The Department of Taxation (Department) prefers the approach in HB 1157, which
provides a more workable cap on the high technology business investment tax credit. The
Department opposes any un budgeted revenue loss and provides comments.

I. SUPPORT FOR HIGH TECH BUSINESSES

The Department and the Administration support the use of tax incentives to assist with the
development of Hawaii's high tech industry. Act 221 has been effective in encouraging local and
out-or-state investment in Hawaii's high tech businesses.

The importance ofpromoting innovation and research-based activities was recognized v,rith
the enactment of several ground-breaking tax credits and programs intended to promote grov"th in
technology and other innovation-related sectors. Beginning with Act 178, Session Laws of Hawaii
1999, the State vigorously encouraged the development of high technology businesses in order to
further diversifY its economy, attract former residents to return home, and develop business sectors
with better paying jobs.

Act 178 was followed by Act 221, Session Laws of Hawaii 2001, which provided for what is
believed to be the only one hundred percent tax credit available for investments into businesses
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conducting high technology research-related activities. Act 221 provided financial backing for these
companies by attracting capital from both local and out-of-state sources through government
incentives. Recognizing the amount the State has invested in these companies through tax incentives
to date, coupled with the viability these companies demonstrate as promising profitable ventures, it is
important that the State maintain its commitment to making Hawaii a high technology hub of the
future for the sake of its overall economy, which is overly tourism- and real estate-based.

II. EXTENDING THE ACT 221 INCENTIVES.

It is important to point out that the high teclmology business investment tax credit is the most
expensive credit to the State. At the same time; however, it has also effectively generated substantial
investments into the local economy. The Department does not SUppOlt repealing or extending Act
221; only modifying it to improve budget planning. There is a need for tax incentives to assist
fledgling high technology business. At the same time; however, it is important to provide incentives
responsibly by instituting, among other things, transparency and caps. The Department recommends
its measures, HB 1156 and HB 1157 for making the credit more fiscally prudent.

III. ADOPT THE CAP FRAMEWORK IN HB 1157

The Department strongly recommends that the cap framework set forth in HB 1157 is the
preferred approach.

THE DEPARTMENT'S CAP PROCEDURE8-HB 1157 preserves the State's
commitment to diversifying Hawaii's economy with a booming high technology industry by
maintaining the current structure of the one hundred percent investment tax credit; however capping
the amount of credits that may be generated. However, the cap per qualified high technology
business should be reduced to $3 million. The attached spreadsheets show that the majority ofjobs
and revenue-producing companies received less than $3 million in investments in 2007.

By implementing this cap, the State will be better able to insulate the general fund from
unpredictable drains in revenue due to volatile credit claims. From a budgeting perspective, knowing
the maximum amount ofliability the State will be forced to fund allows for predictability, especially
in such trying times.

HB 1157 establishes a credit placement procedure that allows qualified high technology
businesses to apply for credit allotment from the Department of Taxation. Allotments will be
determined on a first-come, first-served basis, which eliminates any subjectivity in choosing which
companies are allotted the tax credits. The procedure also creates three allotment peliods for
investment. After applying for credits, eligible businesses will take the allotment to the investment
community to raise money from investors who are assured that tax credits are available.

The maximum amount of credits will be approximately $80,000,000 per year, divided
amongst the periods with an aggregate cap of$160,000,000 for the remainder of the credit, which is
set to expire at the end 01'2010.
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In order to ensme an orderly allotment of credits, HB 1157 establishes checks to ensure that
the allotment is not exhausted by companies seeking to maximize credits without the ability to
subsequently raise sufficient investment dollars. An eligible business that fails to place ninety
percent ofthe allotted credits is precluded from receiving allotments in the next allotment period. In
light ofthese parameters, it is expected that economics and free market principles will control credit
requests. Also, in order to ensme all possible credits budgeted can be claimed, any unused credits
from an allotment period can be carried forward to subsequent periods until the credit expires.

Within thirty days from the close ofan allotment period, eligible businesses will be required
to repolt to the Department the amount of funds invested and credit confirmation will be issued by
the Department to taxpayers.

Lastly, to ensme that credits for investments are being given to legitimate high technology
companies, all credit allotments remain subject to audit and review.

However, in the alternative, the Department does support creation of a board as outlined in
the bill. The Department is willing to work with the Committee and industry to address some ofthe
technical issues with the board that are presented with the current bill.

HB 1157 WAS DEVELOPED WITH THE INDUSTRY'S ASSISTANCE-The
Department believes it is important that the general concept ofHB 1157, including the per-qualified
high technology business cap, was developed with the assistance and input ofthe high tech industry
that benefits from this credit. Though the industry may not agree with the policy ofthis measure, the
industry has been given the opportunity to help shape how the procedures in this measure will be
implemented because they are the ones that will be using these procedures.

DATA SHOWS A RESONABLE CAP WILL NOT ADVERSELY AFFECT THE
COMPANIES-For the Committee's consideration, the following data are offered. This data shows
that the cap per qualified high technology business at $10 million will have little or no impact on
Hawaii high tech jobs. As can be seen by the following charts, companies receiving less than $3
million in investments employ a majority of the employees.

category of Investment # of !Total Investment Hawaii Revenue Hawaii Expenses Hawaii Payroll

Received . QHTBs I ($) ($) ($) I Expenses (S)

>= $ 10,000,000 4 166,056,728 23,616,188 112,327,964 8,292,568

$5,000,000 - < $10,000,000 6 41,774,198 4,103,824 26,216,072 6,725,395

$3,000,000 - < $5,000,000 12 45,998,693 5,553,047 39,836,011 12,050,117

< $3,000,000 155 53,304,609 172,571,921 206,163,150 99,933,943

TOTAL 177 307,134,228 205,844,980 384,543,197 127,002,023
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Hawaii Hawaii

Independent Independent Hawaii

Contractor Contractor Independent
Category of Investment # of Total Investment (Scientific & (Performing Arts) Contractor

Received QHTBs ($) Technical) ($) ($) (Other) ($)

>= $ 10,000,000 4 166,056,728 233,014 S1,338,423 329,401

$5,000,000 - < $10,000,000 6 41,774,198 56,060 2,162,863 9,086,425

$3,000,000 - < $5,000,000 12 45,998,693 742,353 169,536 6,550,377

< $3,000,000 155 53,304,609 13,838,244 1,556,335 7,925,295

TOTAL 177 307,134,228 14,869,671 55,227,157 23,891,498

2007 Full- 2007 Part- 2007 2007

Category of Investment # of Total Investment time time Temporary Independent

Received QHTBs ($) Employees Employees Workers Contractors

>= $ 10,000,000 4 166,056,728 137 10 7 922

$5,000,000 - < $10,000,000 6 41,774,198 27 1 399 121

$3,000,000 - < $5,000,000 12 45,998,693 155 14 12 137

< $3,000,000 155 53,304,609 1,131 129 223 938

TOTAL 177 307,134,228 1,450 154 641 2,118

2007 Research &
Development

Category of Investment # of Total Investment Credit (HRS 235-

Received QHTBs ($) 110.91) ($)

>= $ 10,000,000 4 166,056,728 246,555

$5,000,000 - < $10,000,000 6 41,774,198 1,212,806

$3,000,000 - < $5,000,000 12 45,998,693 1,791,838

< $3,000,000 155 53,304,609 11,598,320

TOTAL 177 307,134,228 14,849,519

IV. ACT 221 REVIE\V BOARD

The Department supports the intent of creating an oversight board for Act 221 purposes.
However, the Department has concerns with how it will be implemented. The Department would
like to work with the Committee and the Legislature on possible scenarios and solutions on how this
board will assist with Act 221 administration.
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V. REVENUE IMPACT

The Department has concerns with any potential unbudgeted revenue loss with this measw-e's
extension of Act 221. The Department acknowledges that the credit is now capped in the aggregate.
However, until the Department learns of the cap amounts, it opposes any unbudgeted revenue loss
that may arise.
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SUBJECT: INCOME, High teclmology tax credit qualifications

BILL NUMBER: HB 1451, HD-l

INTRODUCED BY: House Committee on Economic Revitalization, Business, & Military Affairs

BRIEF SUMMARY: Amends HRS section 235-110.51 to extend the expiration of the technology
infrastructure renovation tax credit from December 31, 2010 to December 31, 2015.

Amends HRS section 235-110.9 to provide that the aggregate amount of high teclmology business
investment tax credits claimed by taxpayer for investment in a single high qualified high teclmology
business in a taxable year shall not exceed $10 million. Also provides that the aggregate of credits that
may be claimed by all taxpayers for investment in qualified high teclmology business in a taxable year
shall not exceed $ . Also extends the expiration of the high technology business investment
tax credit from December 31, 2010 to December 31, 2015.

Amends HRS section 235-110.91 to: (1) provide that ifIRS section 41 is repealed or terminated prior to
January 1, 2015, its provisions shall remain in effect for the purposes of Hawaii's income tax law, and (2)
extend the expiration of the teclmology infrastructure renovation tax credit from December 31, 2010 to
December 31,2015.

Establishes a high teclmology business investment tax credit review board that shall review applicants for
the high technology business investment tax credit who have been rejected by the department oftaxation.
The board shall cease to exist on July 1, 2021.

EFFECTIVE DATE: December 31,2009

STAFF COMMENTS: The legislature by Act 178, SLH 1999, and Act 221, SLH 2001, enacted various
tax incentives to encourage the development of high teclmology businesses in the state. The acts
provided investment and research credits, as well as income exclusions, providing tax relief to high tech
businesses and individuals associated with high tech businesses. While this measure proposes to extend
the expiration of the: (1) technology infrastructure renovation tax credit (HRS section 235-110.51); (2)
the high technology business investment tax credit (HRS section 235-110.9); and (3) the tax credit for
research activities (RRS section 235-110.91), from December 31, 2010 to December 31,2015, it
perpetuates the fmancial drain on the state's revenues.

While the focus on high teclmology in the last few years is commendable, it fails to recognize that
investments are made with the prospect that the venture will yield a profit. If the prospects for making a
profit are absent, no amount oftax credit will attract investment. People do not invest to lose money.
It should be remembered that until Hawaii's high cost of living can be addressed, all the tax incentives in
the world will not make a difference in attracting new investment to Hawaii.

171(a)



HB 1451, SD-l - Continued

As one former Hawaii resident who has been a success in the field of high technology pointed out
recently what will make Hawaii conducive to high tech businesses and it is: (1) entrepreneurs, not capital,
that come first; (2) entrepreneurs coming from engineering schools and technology companies; (3)
building a world class engineering school in Hawaii; (4) supporting internships at technology companies;
(5) allowing our best children to go away to get a worldwide perspective; (6) not broadband passing
through Hawaii that is a selling point; (7) that people fly direct and therefore is Hawaii's location in the
middle ofthe Pacific an advantage?; (8) learning the rules of the game; (9) looking at Israel and learn
from them; and (10) doing your own thing, being a copy cat does not work. At the heart of his remarks
was the fact that in order to produce a high technology industry in Hawaii, those companies need to have
access to institutions of higher education which are producing the people needed by the high technology
industry. Without the academic synergy, Hawaii will never become a center for high technology activity.
Thus, all of the tax incentives like this measure embodies will fall short ofluring high technology firms to
Hawaii.

Further, the tremendous tax burden, the draconian regulatory environment, and the dramatic increase in
permitting and fees that go with the permitting process make Hawaii an unattractive place to do business.
It should be remembered that while the high technology credits may look like a good incentive or
enticement to undertake research activities in Hawaii, those who would conduct this research must live in
the same high cost-of-living environment with which other taxpayers continue to struggle. Thus, the cost
of maintaining those researchers will be higher than to do so where the cost of living is much lower.
Let's not bet the farm on high technology without really understanding what makes this industry tick.

As evidenced by reports of businesses other than qualified high technology companies claiming these
credits, before these credits are extended, as this measure proposes, a comprehensive evaluation of these
credits should be performed to determine whether the credits are achieving their goal or creating yet
another drain on the state's financial condition. Due to the dire condition of the state's financial
condition, it is questionable whether we can afford these credit payouts.

Given the growing amount of high technology tax credits being claimed, nearly $130 million for the most
recent year reported, taxpayers find it incredible that lawmakers would even consider extending these
credits given the gaping hole in the state budget that has budget makers slashing the state's safety net and
health and social services programs. With declining revenues, every program from education to
corrections to health services will be severely curtailed. If the state doesn't have the money to put
textbooks in the schools why then do we need the highly touted, high-paying jobs the advocates for the
industry promise? The next generation may not even know how to read given the cuts to the education
budget.

Again, lawmakers must ask themselves whether or not this incentive is appropriate in these dire financial
times. Given that there are many other proposals in the legislature to hike tax rates for either the general
excise or net income taxes, taxpayers will find the continuance of these targeted business tax credits
frightening. Frightening because these very lawmakers are supposed to represent the best interest of their
constituents. Raising taxes on constituents while still handing out money to favored groups will engender
the ire of constituents.

Digested 2/26/09

l72(a)
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Fax: 808.528.0922

DEREK M. MIZUNO
Deputy Executive Director
Tel: 808.543.0055
Fax: 808.523.6879

(

The Twenty-Fifth Legislature, State of Hawaii
Hawaii State House of Representatives

Committee on Finance

Testimony by
Hawaii Government Employees Association

February 26, 2009

H.B. 1451, H.D. 1 - RELATING TO
TAXATION

The Hawaii Government Employees Association opposes H.B. 1451, H.D. 1. We supported the
original version of the bill, which imposed specific requirements to obtain the tax credits. For
example, if a business that received a technology infrastructure tax credit moved out of Hawaii
within five years of receiving the tax credit, 100% of the tax credit would be recaptured. In
addition, to be eligible for the qualified research tax credit, the business must have increased its
workforce by 10% for two consecutive years beginning after December 31, 2009. It also
precluded a business from claiming the high technology business investment tax credit after
December 31, 2008.

Any extension of Act 221, SLH, should contain the benchmarks in H.B. 1451 that demonstrate
the tax credits are actually benefiting the State, while penalizing those who attempt to misuse
them. The amendments contained in section 2 of H.B. 1451, H.D. 1 need to be strengthened by
imposing a meaningful cap on the aggregate amount of credits claimed by taxpayers for
investments in qualified high technology companies.

The state Department of Taxation recently estimated that the high technology tax credits cost
the state an estimated $747 million through 2007. Although qualifications for Act 221, SLH
2001 were tightened under Act 215, SLH 2004, the credits are still considered generous
compared with those offered by other states. It is likely that at least a portion of the estimated
gains in the technology sector would have occurred without the credits. Given the serious
financial problems confronting the State, tax credits of all types deserve close scrutiny.

We are concerned that the costs associated with Act 221 exceed the benefits and may be
wasting scarce resources that could be directed elsewhere. Without the tangible benchmarks in
H.B. 1451 and a tight cap on the aggregate amount of credits, we cannot support this
legislation. Thank you for the opportunity to testify in opposition to H.B. 1451, H.D. 1.

(Ji:ZJ.mitted
Nora A. Nomura
Deputy Executive Director .

888 MILILANI STREET. SUITE 601 HONOLULU, HAWAII 96813-2991
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Hawai'i State legislature
State Capital
Honolulu, Hawai'i 96813

Testimony on
H.B. NO. 1451

House Committee on Finance
Representative Marcus R. Oshiro, Chair

Representative Marilyn B. Lee, Vice Chair

February 26,2009,2:00 p.m., Conference Room 308

Re: Support the intent of H.B. 1451

Mr. Chairman & Members of the Committee, my name is Mike Fitzgerald, I am
President & CEO of Enterprise Honolulu, Oahu's Economic Development Board.

We support the intent of HB 1451 with cautions. We have supported Act 221 since
January 2002 and we continue to support Act 221. If, in your wisdom, and
circumstances necessitate modifying Act 221, we recommend that you take extreme
care neither to harm the intent nor the basic purpose and incentives. Act 221 is playing
a significant role in diversifying Hawaii's economy and is thus providing a 3 to 1 dollar
return on state incentives.

Act 221 initiated and past by the Legislature in the late 90's was to provide incentives
for local prosperous citizens to invest in what was then Hawaii's fledging tech industry.

Act 221 was then and is still good public policy that's resulting in growth and diversity of
Hawaii's economy, the creation of excellent paying jobs, new exciting careers, new
innovative products and services and eventually new export companies and wealth in
Hawai'i.

By Enterprise Honolulu's analysis there are now over 1,800 tech-innovation companies
in Hawai'i. There are over 30,000 tech jobs, averaging $50,000 many pay much more.

The annual revenue generated by the combined tech sectors is over $3B, which already
equals the accommodations portion of the total annual tourism industry. The tech
sectors are creating an additional pillar in Hawaii's economy - one that creates family
wage jobs. Most of the employees are local young folks. Many of the employees are
returning kama'aina. Act 221 has significantly helped stimulate and create these
dynamics. There is some confusion and in a few instances purposeful obfuscation
about the facts and value of Act 221.

ENTERIJR1SE I
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Enterprise Honolulu has assisted some of the Act 221 companies. Enterprise Honolulu
has helped attract off shore investment for some. Enterprise Honolulu has been and
continues to support Act 221 based on the results in terms of new investment and jobs
created. It is working to benefit Hawai'i citizens, not just the investors.

Hawai'i has the highest percentage annual growth of high tech industries at 3.6 %
growth between 2002-07 vs the U.S. National average growth of 1.8%. Hawaii's tech
growth progress has come from 43rd in 2002, to 39th in 2004, to 28 in 2007 in the
Cyberstates Annual Report and the Miliken Institute's State Tech and Science Index.

"Hawaii's ability to attract high quality human capital and financing has translated to a
rapid rise of 11 spots in the overall ranking", said the report in 2007. Hawai'i ranked 5th

in the U.S. in growth of tech jobs between 2005 and 2006, Hawai'j ranked fourth
(overall) nationwide according to the 2007 Cyberstates report.

While Act 221 isn't the only reason for these impressive successes - it is doubtful that
without Act 221 this would be happening. We need to keep Act 221 working for Hawai'i
citizens if we are committed to a hopeful future for our young people. Thank you for the
opportunity to comment on this bill.

Sincerely,

~
'

", .",

~. .If?~. ...••..' :. ~', ,:._, _MdL ,

Mike Fitzgerald
President & CEO
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LOCAL 665
FILM, TELEVISION, STAGE, PROJECTION AND TRADESHOWS

Since 1937

INTE.RNATIONAL ALLIANCE OF THEATRICAL STAGE EMPLOYEES. MOVING PICTURE TECHNICI.A.NS. ARTISTS AND ALLIED CRAFTS
OF THE IINITED STATES ITS TERRITORIES AND CANADA AEI -Cia CI C

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Conmlittee on Finance
Representative Marcus R. Oshiro, Chair
Representative IV1arilyn B. Lee, Vice Chair

FROM: Donovan K. Ahuna
Business Agent
IATSE Local 665

RE: Testimony in Strong SUPPOli of:
HB1451 HD J - Relating to Taxation

Dear Chair, Vice Chair, and Members of the Committee,

Aloha, We are the Membership of the International Alliance of Theatrical Stage
Employees Local 665, better known as the IA or IATSE, with over 300 Signatures from
members as well as other Labor Unions, Private and Public, Vendors and Businesses
that are currently working on projects (see attachment) that strongly supports HB1451
HOi.

Even now more than ever in these challenging times when we need to keep our people
employed without a doubt Act - 221/215 HAS and IS creating JOBS - right now -- for
the working people of Hawaii, including my members of the IATSE. We are the
technicians in the following crafts just to name a few - camera, sound, grips.
electricians, special effects, make-up artists, set construction workers, etc..

"We Are The Union Behind Entertainment" and "This IS All We Do"

Thank you for the opportunity to provide these comments.

Mahalo,

Donovan K. Ahuna
Business Agent
lATSE Local 665

875 WAIMANU STREET. SUITE #tl10. HONOLULU, HAWAII 96813 • (808)596.0227 .. FAX (808)591.8213
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Personal Testimony Presented before the
House Committee on Finance

Thursday, February 26, 2009, 2:00 p.m.
by

Ching Yuan Hu

HB 1451 HD1 - RELATING TO TAXATION

Chair Oshiro, Vice Chair Lee and Members of the Com-mittee:

My name is Ching Yuan Hu, and I serve as the associate dean and associate director
for research with the University of Hawaii at Manoa's College of Tropical Agriculture and
Human Resources (CTAHR). I am pleased to provide personal testimony on HB 1451
HD1. This testimony does not represent the position of the University of Hawai'i or
CTAHR.

I strongly support HB1451 HD1 and its extension of the Act 221/215 high technology tax
credits. This is subject to some technical corrections and clarification with respect to the
definitions and mechanics of the proposed credit caps and the treatment of "drop down
subsidiaries". We believe that an effective economic stimulus like Act 221/215 is needed
now more than ever. According to data published by the Department Taxation in 2008,
Act 221/215 has resulted in more than $1.2 billion invested in more than 333 Hawaii
companies, which have already spent more than $1.4 billion in Hawaii; it also have paid
more than $228 million in salaries and job compensation in 2007 alone at a cost to the
state of less than $450 million between 1999 and 2007.

Thank you for the opportunity to testify on this bill.



(

REAL·TIME GENOMICS, LLC

HB1451 HDI - Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Blair Stultz
President
Real-Time Genomics, LLC

RE: Testimony in Support ofHB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Real-Time Genomics strongly supports
HB1451 HD1 and its extension of the Act 221/215 high technology tax credits. This is
subject to some technical corrections and clarification with respect to the definitions and
mechanics of the proposed credit caps and the treatment of "drop down subsidiaries". We
believe that an effective economic stimulus like Act 221/215 is needed now more than ever.
According to data published by the Department Taxation in 2008, Act 221/215 has resulted
m:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone
• at a cost to the state of less than $450 million between 1999 and 2007.

Real-Time Genomics is developing an array reader for analyzing DNA. Our sector is in
biotechnology with applications in military and commercial use. We have created four
positions in our first year primarily in scientific research and engineering. Our plans include
manufacturing our products locally for the national market. We need the investment
opportunity created by the Act 221 to successfully fund our project over the next two years
until we have a commercially viable product.

Sincerely,

~~

Blair Stultz
President
Real-Time Genomics, LLC
808/247-6706
bearmach@hawaii.rr.com

46-153 MALINA PLACE. KANEOHE, HAWAII 96744. PHONE:(808)247-6706 FAX:(808)235-0551



HB1451 HD1 - Relating to Taxation

DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Mark: Lc)ughridge" Pl~esident,Alo]b.a IE:landllnc.

RE: Testimony in Support ofHB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. strongly supports
HB 1451 HD1 and its extension of the Act 221/215 high technology tax credits. This is
subject to some technical corrections and clarification with respect to the definitions and
mechanics of the proposed credit caps and the treatment of "drop down subsidiaries". We
believe that an effective economic stimulus like Act 221/215 is needed now more than
ever. According to data published by the Department Taxation in 2008, Act 221/215 has
resulted in:

more than $1.2 billion invested in more than 333 Hawaii companies which have already
spent more than $1.4 billion in Hawaii have paid more than $228 million in salaries and
job compensation in 2007 alone at a cost to the state ofless than $450 million between
1999 and 2007.

Aloha Island, Inc. is a digital media company that would
not exist without Act 221. We hire local artists,
engineers and programmers to develop software.

Sincerely,

Mark Loughridge
President
Aloha Island, Inc.
808.945.7745
info@alohais1andinc.com



ANALYTICAL PLANNING CONSULTANTS, INC.
928 NUUANU AVENUE, SUITE 502, HONOLULU, HAWAII 96817

PHONE: (808) 536-5695 FAX: (808) 599-1553

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Donald Clegg
President
Analytical Planning Consultants Inc.

RE: Testimony in Support ofHBl451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Analytical Planning Consultants Inc.
(APC) strongly supports HB1451 HD1 and its extension of the Act 221/215 high
technology tax credits. This is subject to some technical corrections and clarification with
respect to the definitions and mechanics of the proposed credit caps and the treatment of
"drop down subsidiaries". We believe that an effective economic stimulus like Act
221/215 is needed now more than ever. According to data published by the Department
Taxation in 2008, Act 221/215 has resulted in:

# more than $1.2 billion invested in
# more than 333 Hawaii companies
# which have already spent more than $1.4 billion in Hawaii
# have paid more than $228 million in salaries and job compensation in 2007 alone
# at a cost to the state ofless than $450 million between 1999 and 2007.

Sincerely,

Donald Clegg
President
Analytical Planning Consultants Inc.
808 536-5695
apcdac@aloha.net
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H8145·1 HD1 - Relating to Taxation

DATE: F@bruary 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Halalds Jass
President & CEO
Superb Development & Service Corp.

RE: Testimony In Support of HB1451 HOi

AtoM Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on thi.s bill. Superb Development & Service Corp. strongly ~upports

HB1451 HD1 and its extension of the Act 221/215 high technology tax credIts. This is subject to some
technical corrections and clarification with respect to the definitions and mechanics of the proposed credit
caps and the treatment of "drop down subsidiaries". We believe that an eff~ctive economic stimulus like Act
221/215 IS needed now more than ever. According to data published by the: Department Taxation in 2008, Act
221/215 has resulted in: .
.. more than $1.2 billion invested in
" more than 333 HawaII companies
'" which have already spent more than $1.4 billiorlin Hawaii !

W have paid more than $228 million in salaries and job compensation in 20Q7 alone
* at a cost to the state of less than $450 million between 1999 and 2007. I

I

SD&SC has started business in Hawaii just in February of 2009, and a sign~ficant reason behind our costly
and time-consuming move from Vancouver. Be, Canada to Honolulu, Haw?iiwas precisely the Act 221/215
high technology tax: credits. We are adding 2-4 new advanced software de~eloper jobs per month, and expect
to grow many fold this year, creating 10 or more well-paid local developer jobs (and another 10+ new
advanced systems administration and such jobs via our affiliates). !

Sincerely, _-------~

/"" /..--~-

~
~//;:. ~~

~-------- (Haralds Jass
President & CEQ

1

blass@superb.net
808-544-0333
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Hawaii Crop Improvement Association

Testimony By: Alicia Maluafiti
HB l45lhdl, Relating to Taxation,

House FIN Committee - Thursday, Feb. 26, 2009
Room 308, 2:00 pm - Agenda #5

Position: Support
Chair Oshiro, and Members of the House FIN Committee:

My name is Alicia Maluafiti, Executive Director of the Hawaii Crop
Improvement Association. The Hawaii Crop Improvement Association
(HCIA) is a nonprofit trade association representing the agricultural seed
industry in Hawaii. Now the state's largest agricultural commodity, the seed
industry contributes to the economic health and diversity of the islands by
providing high quality jobs in rural communities, keeping important
agricultural lands in agricultural use, and serving as responsible stewards of
Hawaii's natural resources.

HCIA member companies do not participate in technology R&D and
infrastructure renovations tax credits and exemptions. We strongly believe
that such tax credits and exemptions are necessary to stimulate long-term
economic growth in the science, innovation and technology industries.

We support HB145l HD1 and its extension of the Act 221/215 high
technology tax credits. This is subject to some technical corrections and
clarification with respect to the definitions and mechanics of the proposed
credit caps and the treatment of"drop down subsidiaries".

The Department of Taxation's comprehensive study of the Act 221
Investment Credit (September 2008) concluded that the benefits of Act 221
have far exceeded its costs. For example, the 333 - ACT 221 technology
and media companies created more than 4,000 employee and independent
contractor jobs, which paid more than $228 million in salary and other
compensation in 2007 alone.

Act 221 has been an effective stimulus for the economy, which has resulted
in far more investment and job creation in Hawaii than the costs of the
credits to the State. In a time of economic recession and a slowdown in
tourism, our economy needs Act 221 now more than ever to stimulate and
diversify our economy.

Thank you for the opportunity to testify on this measure.



Pacific Aquaculture and Biotechnology LLC
91-329 Kauhi Street Unit 8-2, Kapolei, Hawaii 96707
Phone: 808 386-4489 (Oahu), 808 334-9737 (Kana)

DATE: February 26, 2009
TIME:2:00 pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Joseph Tabrah
President
Pacific Aquaculture and Biotechnology LLC

RE: Testimony in Support ofHB145l HDI

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Pacific Aquaculture and
Biotechnology LLC strongly supports HB1451 HD1 and its extension of the Act 221/215
high technology tax credits. This is subject to some technical corrections and clarification
with respect to the definitions and mechanics of the proposed credit caps and the
treatment of "drop down subsidiaries". We believe that an effective economic stimulus
like Act 221/215 is needed now more than ever. According to data published by the
Department Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007

alone
• at a cost to the state ofless than $450 million between 1999 and 2007.

Our company has recently completed here in Hawaii a seven year development program
resulting in specific pathogen free stocks ofpenaeus monodon shrimp. We are now in
the process of establishing selectively bred lines of these shrimp for commercialization.
In the past 12 months the company has grown from two to eleven employees. Pacific
Aquaculture and Biotechnology is actively negotiating with local partners to raise capital
under the terms of acts 215/221 to provide for the expansion of facilities at NELHA to
provide sufficient infrastructure to support commercial production of shrimp broodstock
from these selectively bred lines. These commercial operations will employ upwards of
30 people. Acts 215 and 221 provide one of the few avenues we have encountered here



in Hawaii to raise capital to support the growth of technology based companies such as
ours.

Thank you for the opportunity to testify on this important bill.

Sincerely,

Joseph Tabrah
President
Pacific Aquaculture and Biotechnology LLC
8083864489/808 3349737
jtabrah@pabllc.biz



(

AOCEESftE~ Oc~anEngineering
~ & Energy Systems

HB1451 HD1 - Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Harry Jackson
President & CEO
Ocean Engineering and Energy Systems, Inc.

RE: Testimony in Support ofHB1451 HD1

Aloha Chair, Vice Chair, and Members of the Conunittee,

Thank you for the opportunity to testify on this bill. Ocean Engineering and Energy
Systems, Inc., strongly supports HB1451 HDI and its extension of the Act 221/215 high
technology tax credits. This is subject to some technical corrections and clarification with
respect to the definitions and mechanics of the proposed credit caps and the treatment of
"drop down subsidiaries". We believe that an effective economic stimulus like Act
221/215 is needed now more than ever. According to data published by the Department
Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone
• at a cost to the state of less than $450 million between 1999 and 2007.

OUf small business company is in the renewable energy sector providing local
opportunity to develop and commercialize Ocean Thermal Energy Conversion
technologies for Hawaii and other locations. Since we are in the early st~rt-up phase of
establishing our corporate presence and marketing our technology/ability to build these
projects that provide electricity, fresh water and seawater air conditioning, Act 221/215 is
our life source to provide the funding to keep our company operating! Act 221/215, in its
current format, makes investors excited about investing in our technology and it gives
them a stronger incentive to make an investment here in Hawaii with our company

6600 Kalallianaolc Hwy. Suite 224. Honolulu, HI 96825, USA. Ph: 808.954.6020 • Fax: 808.954.6010
Vi~'"W.OCCCS.COlll



instead of going somewhere else like Nevada, Texas or North Carolina to invest their
dollars.

Sincerely,

~~
PreSide~~~~
Ocean Engineering and Energy Systems, Inc.

808-954-6020
hjackson@ocees.com

2

6600 Kalanianaolc Hwy. Suite 224. Honolulu; HI 96825, USA. Ph: 808.954.6020 • Fax: 808.954.6010
"\.Vww.ocees.cOll1
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CERTIFIED PUBLIC ACCOUNTANTS

HB1451 HD1 - Relating to Taxation

DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

RE: Testimony in Support of HB1451 HD1

Aloha Chair Oshiro, Vice Chair Lee, and Members of the Committee,

My name is Kent K. Tsukamoto and I am the managing partner of Accuity LLP, a Hawaii based, full service CPA firm
with more than 90 employees. Thank you for the opportunity to testify on this bill. Accuity LLP strongly supports
HB1451 HD1 and its extension of the Act 221/215 high technology tax credits. This is subject to some technical
corrections and clarification with respect to the definitions and mechanics of the proposed credit caps and the
treatment of "drop down subsidiaries". We believe that an effective economic stimulus like Act 221/215 is needed
now more than ever. According to data published by the Department Taxation in 2008, Act 221/215 has resulted in:

o more than $1.2 billion invested in
o more than 333 Hawaii companies
o which have already spent more than $1.4 billion in Hawaii
o have paid more than $228 million in salaries and job compensation in 2007 alone
o at a cost to the state of less than $450 million between 1999 and 2007.

Accuity LLP is the successor firm to PricewaterhouseCoopers and Coopers in Lybrand in Hawaii. It is one of the
largest full service CPA firms in Hawaii and is highly involved with assisting numerous companies that have benefited
from the provisions of Act 221/215. Significant changes to the eXisting provisions would negatively impact these
companies, their employees and families in Hawaii.

Thank you for the opportunity to testify.

Sincerely,

Kent K. Tsukamoto

Kent K. Tsukamoto
Managing Partner
Accuity LLP
999 Bishop Street, Suite 1900 IHonolulu, HI 96813-4427
W: 808.531.346211~j: 808.531.3433 I[8]: kenttsukamoto@accuityllp.com Private Fax 808.531.3478,.

Pursuant to the provisions of Treasury Circular 230 and comparable State law. any tax advice contained in this communication (inclUding any
attachments) is not intended or written to be used, and cannot be used. for the purpose of (i) avoiding penalties under the Internal Revenue
Code or any comparable state law, or (ii) promoting, marketing or recommending to another party any transaction or matter addressed herein.

999 BISHOP STREET, SUITE 1900
HONOLULU, HAWAII 96813
TELEPHONE: 808 531-3400 FACSIMILE: 808 531-3433
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K~BAYASHI
DEVELOPMENT c;rwup LLC

HB1451 HDI - Relating to Taxation

DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyl1 B. Lee, Vice Chair

1288 Ala Moana Blvd, Suite 201
Honolulu, Hawaii 96814
Phone: (808) 692-0046

Fax: (808) 524-0766

FROM: Bert A. Kobayash
Chainnan/CEO, Kobayashi Development Group LLC

RE: Testimony in Support of HB1451 HDl

Aloha Chair, Vice Chair, and Members of the Conmlittee,

Thank you for the oppoliunity to testify on this bill. Kobayashi Development Group LLC
strongly suppolis HB 1451 HDl and its extension of the Act 221/215 high tech11ology tax
credits. This is subject to some technical conectiolls and clarification with respect to the
definitions and mechanics of the proposed credit caps and the treatment of"drop down
subsidiariesH

, We believe that an effective economic stimulus like Act 221/215 is needed now
more than ever. According to data published by the Department Taxation in 2008, Act
221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone
• at a cost to the state of less than $450 million between 1999 and 2007..

Thank you for the opportunity to testify.

Sincerely,

Bert A. Kobayashi
ChaillllanJCEO
Kobayashi Development Group LLC
Phone: 692-0046
Email: bak@kobayashi-group.com
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HB1451 lIDl - Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Charles M. Brotman
Title: owner
Companies: Charles Michael Brotman Music, LLC; MIX808

RE: Testimony in Support ofHB1451 H01

A1oh.a Chair, Vice Chair, and Members ofthe Committee,

Thank you fOT the opportunity to testify on this bill. Charles Michael Brotman Music
LLC and MIX808 strongly support lIB1451 HD1 and its extension of the Act 221/215
high technology tax credits. This is subject to some technical corrections and clarification
with respect to the definitions and mechanics of the proposed credit caps and the
treatment of "drop down subsidiaries". We believe that an effective economic stimulus
like Act 221/2) 5 is needed now more than ever. According to data published by the
Department Taxation in 2008, Act 221/215 has resulted in:
o more than $1.2 billion invested in
o more than 333 Hawaii companies
o which have already spent more than $1.4 billion in Hawaii
o have paid more than $228 million in salaries and job compensation in 2007 alone
o at a cost to the state ofless than $450 million between 1999 and 2007.

I would like to provide you with testimony concerning the beneficial impact of Act 221
on two Hawaii businesses: Charles Michael Brotman Music LLC, and MIX808. First, a
bit ofbackground: I am composer, producer, performer, recording studio O\\l1ler, record
company owner, and have been in the music business in Hawaii for over 25 years. I
started Palm Records on the Big Island over 10 years ago with panners, and our
catalogue includes slack key guitar CDs, albums by Kohala, Sonny Lim, JeffPeterson
and several other Hawaiian music artists. The catalogue also includes 'Slack Key Guitar
Volume 2", the first CD to win a Grammy in the Hawaiian music category. OUf CDs are
distributed in Hawai~ on the mainland, in Japan, and on most digital download websites
such as iTunes.
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I do music production at my Big Island Recording studio (wwwJavatracks.c..9JJJ.) under
my company, Charles Michael Brotman Music LLC, and a company we have just started,
MI.X808 (www.mix808.com), was formed to create recording projects that will result in
recording careers for local artists. In the case of both companies, the invested funds are
immediately spent here in Hawaii on production and talent. As a result of the investment,
and subsequent music recordings, there will be multiple income streams to Hawaii from
abroad for our label, the artists, the composers and publishers, and our investors. The
investments in both companies would not have been possible without Act 22L

Thank you for the opportunity to testify on this important bill.

Charles Michael Brotman
Owner: Charles Michael Brotman Music, LLC
Partner: MIX808
(808) 885-6558
cb@lavatracks.com



Shinkawa Limited
1481 S, King Street #201, Honolulu, Hawaii 96814,808-947-9475, Fax 808-949-3229, Dnlinesurf@yahoo,com

2/25/09

FAX to: 808-586-6001

(

H81451 HD1 - Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Paul Shinkawa, Vice President

RE: Testimony in Support of HB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Shinkawa Limited strongly
supports HB1451 HD1 and its extension of the Act 221/215 high technology tax
credits. This is subject to some technical corrections and clarification with respect
to the definitions and mechanics of the proposed credit caps and the treatment of
"drop down subsidiaries", We believe that an effective economic stimulus like Act
221/215 is needed now more than ever. According to data published by the
Department Taxation In 2008, Act 221 f215 has resulted in: more than $1.2 billion
invested in more than 333 Hawaii companies wh ich have already spent more
than $1.4 billion in Hawaii have paid more than $228 million in salaries and job
compensation in 2007 alone at a cost to the state of less than $450
million between 1999 and 2007.

Thank you for the opportunity to testify on these important bills.

002£ 13r~3S~1 dH WH~?:tt hOO?- ~?- Qa~
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ClaimCheck Non-biased Resolution Solutions

dB1451 HD1 - Relating to Taxation DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Allen R Koenig, President & CEO, Claim Check

RE: Testimony in Support of HB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on these bills.

Claim Check supports HB1451 HD1 and its extension of the Act 221/215 high technology tax credits. This is subject to
some technical corrections and clarification with respect to the definitions and mechanics of the proposed credit caps
and the treatment of "drop down subsidiaries". We believe that an effective economic stimulus like Act 221/215 is
needed now more than ever. According to data published by the Department Taxation in 2008, Act 221/215 has
resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone
• at a cost to the state of less than $450 million between 1999 and 2007.

Claim Check is a software development technology company that has patent pending technology that will have a direct
affect on the future claims management industry. We need the benefits of Act 221/215 to secure the financial strength
to develop and market our unique services. Upon securing the necessary funding, we project the hiring of at least 3
executive level, 5 mid-management level, 5 technical level, and 8 support level employees within 3 months of funding.
Our growth plans will provide up to 38 new jobs by the end of our 2n year of operations.

Please do not force my company to seek opportunities outside of Hawaii.

Thank you for the opportunity to testify on this important bill.

Sincerely,

Allen R. Koenig, BSN, RN

President & CEO, Claim Check
808-533-1776 Roy@ClaimProfile.com

1050 Bishop Street, PMB 511 "Honolulu, HI 96813 "Phone" 808-533-1776 " Fax: 808-533-1775
mail@claimprofile.com www.ClaimProfile.com
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HB1451 HD1- Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Lishan Chong
President & CEO
Edutainment Resources, Inc.

RE: Testimony in Support of HB1451 H01

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Edutainment Resources, Inc. strongly
supports HB1451 H01 and its extension of the Act 221/215 high technology tax credits. This is
subject to some technical corrections and clarification with respect to the definitions and
mechanics of the proposed credit caps and the treatment of "drop down subsidiaries". We
believe that an effective economic stimulus like Act 221/215 is needed now more than ever.
According to data published by the Department Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in

• more than 333 Hawaii companies

• which have already spent more than $1.4 billion in Hawaii

• have paid more than $228 million in salaries and job compensation in 2007 alone

• at a cost to the state of less than $450 million between 1999 and 2007.

Edutainment Resources, Inc. integrates digital media in education - specifically developing
learning English as a second language (ESL) multimedia materials delivered via iPhone, OVD and
Internet platforms to users around the world. We are headquartered in Hawaii and have been
able to work with over 50 independent contractors during our peak production. We were the
first company to launch ESL Apps (applications) in December 2008 on iPhone 3G and within
weeks our ESL Apps were used by learners from over 30 countries. We are confident this initial
strong response from the market will lead to revenue generation that in return will benefit our
economy.

1021 Smith Street, Suite 225· Honolulu, Hawaii 96817, U.S.A. • 808.524.1505 Fax: 808.524.1367



Since we started several years ago, we have been able to raise money through the Act 221 tax
credit program to conduct R&D and product development. Although we have made significant
progress, we still need additional capital to continue our development until enough revenue
can be generated to sustain our operation. Without Act 221, we would not have been able to
raise the funding to get us to where we are - closer to fruition of our hard work and a success
that will benefit all of us in Hawaii!

Thank you for the opportunity to testify.

Sincerely,

Lishan Chong
President and CEO
808-778-6348
Lishan@EdutainmentResources.com
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Testimony for FIN 2/26/2009 2:00:00 PM HB1451

Conference room: 308
Testifier position: support
Testifier will be present: No
Submitted by: Michael J. O'Malley
Organization: Individual
Address: 1099 Alakea St., Ste. 1800 Honolulu, Hawaii 96813
Phone: 808-547-5836
E-mail: momalley@goodsill.com
Submitted on: 2/25/2009

Comments:

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
epresentative Marcus R. Oshiro, Chair
~epresentative Marilyn B. Lee, Vice Chair

FROM: Michael J. O'Malley
HB1451 HDI - Relating to Taxation

Partner, Goodsill Anderson Quinn &amp; Stifel LLP

RE: Testimony in Support of HB1451 HDI

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. I am a tax partner in Goodsill
Anderson Quinn &amp; Stifel LLP and am writing as an individual (and not on behalf of my
firm) to express my strong support for HB1451 HDI and its extension of the Act 221/215 high
technology tax credits. This is subject to some technical corrections and clarification with
respect to the definitions and mechanics of the proposed credit caps and the treatment of
&quot;drop down subsidiaries&quot;. We believe that an effective economic stimulus like Act
221/215 is needed now more than ever. According to data published by the Department Taxation
in 2008, Act 221/215 has resulted in more than $1.2 billion invested in more than 333 Hawaii
companies which have already spent more than $1.4 billion in Hawaii and have paid more than
$228 million in salaries and job compensation in 2007 alone at a cost to the state of less
than $450 million between 1999 and 2007.

Sincerely,

·ichael J. 0' Malley
l308-547-5836
momalley@goodsill.com

1



HB1451 lIDl - Relating to Taxation

DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Fritz M. Amtsberg
Title: Programs
Company Oceantronics, Inc.

RE: Testimony in Support ofHB1451 lIDl

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Oceantronics Inc. strongly supports HB 1451
HD1 and its extension of the Act 221/215 high technology tax credits. This is subject to some
technical corrections and clarification with respect to the definitions and mechanics of the
proposed credit caps and the treatment of "drop down subsidiaries". We believe that an effective
economic stimulus like Act 221/215 is needed now more than ever. According to data published
by the Department Taxation in 2008, Act 221/215 has resulted in:

more than $1.2 billion invested in
o more than 333 Hawaii companies
o which have already spent more than $1.4 billion in Hawaii
C have paid more than $228 million in salaries and job compensation in 2007 alone

at a cost to the state of less than $450 million between 1999 and 2007.

Sincerely,

Fritz M. Amtsberg
Oceantronics, Inc.
Female Owned and Run
Small Disadvantaged Business
711 No. Nimitz Hwy.
Honolulu, HI 96817
Ph. 808-522-5600
Fax 808-522-5222
Cell 808-216-0256
Skype - oceantronics
web www.oceantronics.net
e-mail fritz(a).oceantronics.net
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Testimony for FIN 2/26/2009 2:00:00 PM HB1451

Conference room: 308
Testifier position: support
Testifier will be present: No
Submitted by: Jeff Reiss
Organization:
Address: P.O. Box 5070 Kahului) HI 96733
Phone: 808-249-0903 Ext. 2
E-mail: jreiss@peletex.com
Submitted on: 2/25/2009

Comments:
Our QHTB has benefited from the tax credit and we have received two US patents (with more to
follow)for important environmental green technology that will benefit the planet and provide
jobs in Hawaii.

Please support extension of Act 221/215.
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TESTIMONY IN SUPPORT OF
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Chair Oshiro and committee members:

My name is Alan Takemoto, Community Affairs Manager, with Monsanto Hawaii.

We strongly support HB1451, HDI and its extension of the Act 221/215 high technology tax
credits. This is subject to some technical corrections and clarification with respect to the
definitions and mechanics of the proposed credit caps and the treatment of "drop down
subsidiaries". We believe that an effective economic stimulus like Act 221/215 is needed now
more than ever.

We support Act 221/215 as it provides an incentive program that energizes and attracts high
technology companies to further invest in Hawaii that would otherwise have gone to other states.
We strongly suggest that incentive programs like this need to be expanded, rather than
eliminated or reduced.

The global economic meltdown means Hawaii needs to attract and draw new business in. When
business is down, we should not reduce incentives and marketing efforts, we should increase our
efforts to encourage investments into Hawaii. Similarly, while tourism is down, the Hawaii
Tourism Authority recently reallocated millions of dollars to market Hawaii to the world.
Hawaii needs strong business incentives like Act 221 so that it can be viewed as a business
friendly state and not only a tourist destination.

In the larger perspective, we urge the legislature to look at ways on how Hawaii can attract and
maintain new and existing businesses. We should be looking at other incentives that encourage
businesses to increase more jobs into the state or increase investment during these difficult
economic times.

We cannot afford reducing these incentives for businesses, especially Hawaii, where we are
thousands of miles away from the nearest major market. Businesses are already hard pressed to
make ends meet and every incentive mechanism will encourage them to remain in Hawaii.

Thank you for allowing us to testify.
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HB1451 HD1 - Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Todd J. Robertson
President/CEO
Hyperspective Studios, Inc.

RE: Testimony in Support of HB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Hyperspective Studios strongly supports
HB1451 HD1 and its extension of the Act 221/215 high technology tax credits. This is subject to
some technical corrections and clarification with respect to the definitions and mechanics of the
proposed credit caps and the treatment of "drop down subsidiaries". We believe that an effective
economic stimulUS like Act 221/215 is needed now more than ever. According to data published
by the Department Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone
• at a cost to the state of less than $450 million between 1999 and 2007.

Hyperspective Studios produces media, specializing in 3D animation, video, Internet applications,
interactive materials and games. The company currently has four employees, but intends to
greatly expand its employee base this year in development of an animated children's show with
an educational focus. Hyperspective intends to be a strong part of a growing animation industry
and is focused on developing new jobs and a strong, sustainable business in the State of Hawaii.
Our company will not have a chance at success without Act 221 incentives in place, and would
therefore not have the ability to offer jobs to Hawaii graduates. Furthermore, the majority of our
current client-base are companies that only exist due to the Act 221 incentives. If they die, we die.

Sincerely,

Todd J. Robertson
President/CEO
Hyperspective Studios, Inc.
808.741.1292
todd@hyperspective.com
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HB1451 HD1 - Relating to TaxationCD

DATE: February 26, 20090

TIME: 2:00pm

CPLACE: Conference Room 30800

TO: House Committee on FinanceD
Representative Marcus R. Oshiro, ChairO
Representative Marilyn B. Lee, Vice ChairO 0

( FROM: Ricardo S. Galindez, Island Film GroupDD

RE: Testimony in Support of HB1451 HD10D

Aloha Chair, Vice Chair, and Members of the Committee,DD

Thank you for the opportunity to testify on this bill.

Island Film Group strongly supports HB1451 HD1 and its extension of the Act 221/215
high technology tax credits. This is subject to some technical corrections and
clarification with respect to the definitions and mechanics of the proposed credit caps
and the treatment of "drop down subsidiaries". We believe that an effective economic
stimulus like Act 221/215 is needed now more than ever. According to data published
by the Department Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone

at a cost to the state of less than $450 million between 1999 and 2007.

Island Film Group is a locally owned film and television production company. Since its
formation in 2007, Island Filr:n Group has produced a television series, two television

(808) 536-7955 www.islandfilmgroup.com PO Box 3261 Honolulu, Hawaii 96801
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movies and the feature film "Princess Ka'iulani," all of which were financed using Act
221/215. In addition to employing hundreds of local film and television professionals and
injecting millions of mainland capital into the Hawaii economy, all four of our projects
have depicted Hawaii for Hawaii, meaning that millions of people have seen the beauty
of Hawaii on television and in the theaters, with millions more to follow. What better way
to build our film and television production infrastructure AND support our visitor
industry?

Thank you for the opportunity to testify on these important bills. C0

Sincerely,cO

Ricardo S Galindez
Principal
Island Film Group
808-536-7955
rgalindez@ islandfilmgroup.com

(808) 536·7955 www.islandfilmgroup.com PO Box 3261 Honolulu, Hawaii 96801
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Comments:
I'm happy to see that there is thoughtful discussion and a desire by all parties to come to a
win-win compromise. HB1451 is a good bill and I support it.
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HB1451 HD1: Relating to Taxation

DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair,
Representative Marilyn B. Lee, Vice Chair

FROM: Lisa Gibson
President
Hawaii Science & Technology Council

RE: Testimony In Support of HB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. The Hawaii Science & Technology
Council (HISciTech) strongly supports HB1451 HDI and its extension of the Act 221/215
high technology tax credits. This is subject to some technical corrections and clarification
with respect to the definitions and mechanics of the proposed credit caps and the treatment
of "drop down subsidiaries". We believe that an effective economic stimulus like Act
221/215 is needed now more than ever. According to data published by the Department
Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone
• at a cost to the state ofless than $450 million between 1999 and 2007.

The Hawaii Science & Technology Council (HISciTech) is a 501(c)6 industry association
with a 28-member board. HISciTech serves Hawaii companies engaged in ocean sciences,
agricultural biotechnology, astronomy, defense aerospace, biotech/life sciences,
information & communication technology, energy, environmental technologies, and
creative media.

Sincerely,

Lisa H. Gibson
President
Hawaii Science & Technology Council
(808)536-4670
19ibson@hiscitech.org

733 Bishop Street, Suite 2950 Honolulu, Hawaii 96813
808.536.4670 phone I 808.536.4680 fax I



HB1451 HD1 - Relating to Taxation

DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: I-louse Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: William K. Akiona II
Projects Director
OmniGreen Renewables

RE: Testimony in Support ofHB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. OmniGreen Renewables LLC strongly
supports HB1451 HD1 and its extension of the Act 221/215 high technology tax credits. This is
subject to some technical corrections and clarification with respect to the definitions and
mechanics of the proposed credit caps and the treatment of "drop down subsidiaries". We believe
that an effective economic stimulus like Act 221/215 is needed now more than ever. According to
data published by the Department Taxation in 200S, Act 221/215 has resulted in:
more than $1.2 billion invested in more than 333 Hawaii companies which have already spent more
than $1.4 billion in Hawaii have paid more than $22S million in salaries and job compensation in
2007 alone at a cost to the state ofless than $450 million between 1999 and 2007.

OmniGreen Renewables LLC is a newly formed BioEnergy Systems Developer company
conducting renewable energy biomass research and development on the Wai'anae Coast of O'ahu,
where we are planning for sustainable development projects that will simulate the rural economy
and create "Green Jobs."

Thank you for the opportunity to testify.

Respectfully,

William K. Akiona II
Projects Director
OmniGreen Renewables LLC
808923-1737
omnigreen2020@yahoo.com
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HB1451 HDI - Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Traci H. Downs, Ph.D.
President & COO
Archinoetics, LLC

RE: Testimony in Support ofHB1451 HDI

Honolulu, HI 96813

(

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Archinoetics STRONGLY supports
HB 1451 HD1 and its extension of the Act 221/215 high technology tax credits. This is subject to
some technical corrections and clarification with respect to the definitions and mechanics of the
proposed credit caps and the treatment of "drop down subsidiaries". We believe that an effective
economic stimulus like Act 221/215 is needed now more than ever. According to data published
by the Department Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone

• at a cost to the state of less than $450 million between 1999 and 2007.

Archinoetics, LLC is a woman owned world class technology company focused on the research
and development of human-centered technologies. Our current research and development
projects include functional brain imaging systems, human fatigue and performance monitoring
devices, intelligent algorithms based on genetic programming and biometric sensors, remote
sensing, and specialized computing platforms. We were created in 2005 with the help of Act 221
which allowed my husband and I to make the leap of investing in our own company. Today we
employ 30 software and hardware engineers and scientists from varying backgrounds. Over Y2 of
our employees are kamaaina who left Hawaii and never dreamed that they would be able to work
in their profession and raise their children back here at home. Act 221 has made a profound
impact on life for all of us here on the islands and I desperately implore you to keep it alive.

(T) 808.585.7439, (F) 888.279.0289
www.archinoetics.com



Thank you for the opportunity to testify on this important bill.

Sincerely,

Traci H. Downs, Ph.D.
President & COO (co-founder)
Archinoetics, LLC
382-0314 (direct)
traci@archinoetics.com

80E:L585.7439 10>:: 808585·7483
~Nw\v.orchinoe~-~c$,corn
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DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Rick Holasek, President and CEO, NovaSol

RE: Testimony in Support of HBl451 IIDl

Aloha Chair, Vice Chair, and Members of the Committee,

Thw.k you for the opportunity to testify on this bill. NovaSol strongly
supports HB1451 HDI and its extension of the Act 221/215 high technology
tax credits. This is subject to some technical corrections and clarification with
respect to the definitions and mechanics of the proposed credit caps and the
treatment of "drop down subsidiaries". We believe that an effective economic
stimulus like Act 221/215 is needed now more than ever. According to datu
published by the Department Ta.xation in 2008, Act 2211215 has resulted in:

more than $1.2 billion invested in
more than 333 Hawaii companies
which have already spent more than $1.4 billion in Hawaii
have paid more than $228 million in salaries and job compensation in
2007 alone
at a cost to the state of less than $450 million between 1999 and 2007.

NovaSol is a local Hawaii-based high technology firm working in the
aerospace/defense sector. Established in 1998, we specialize in
recol.maissance camera systems and free space optical communications.

Rick Holasek, PI
President and CEO, NovaSol
808-441-3666
rick@nova-sol.com
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TESTIMONY

HOUSE.F'INANCE COMMITTEE
Chair, Marcus Oshiro

Vice.-Chail\ Marilyn Lee.

DATE: February 26, 2009
TIME: 2:00pm

PLACE: Conference Room 308

RE: H.B. No. 1451: RELATING TO TAXATION

T-373 P002!003 F-194
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Aloha Chair, Vice Chair, and Members of the Comrnittee:

Thank yon for the opportunity to testify on this bill. Oceanit strongly supports the
substance of HB 1451 HD1 and its extension of the Act 221/215 high tec.hnology tax
credits. This i~ subject to some teclmkal corrections and clarification \\l1th respect to the
detlnitions and other information as well as the pmposed administrative implementation
of this bilL We believe that an effective economic stimulus like Act 221/215 is needed
now more than ever. According to data published by the Department Taxation in 2008,
Ac.t 22112 J5 has resulted in:

• more tha.n $1.2 billion invested in
• more than 333 Ha'waii cornpanies
• more than $1.4 billion being spent by such t.ompanies
• more than $228 11:1illion in salaries and job compensation in 2007 alone
• at a cost 10 the state ofless than $450 million between 1999 and 2007.

Ocea.nit is a science. and engineering company based here in Hawaii and employs over
125 people in Hawaii. Act 2211215 will is essential for sustaining and developing an
innovation industry here in Hawaii and we strongly urge that you support tI!is bill.

Thank you for the opportunity to submit this testimony on this irnportant matter.

Respectfully submitted,

~by=~
Oceanit
General Manager and General Counsel
954-4145
jkutiyama~:@ocea:nit.com

.' , , ~.,.._- ,,_.__ -.---...----..

1001 8i5n(;p SitJ"·,;;~t A511! 1<:,>.Ij'-;[" 2~:70 NofH;' fUill. H.lW"il 9GB!) Pr,or...: aO~1.S:;S13017 Fax, ~~()a531.~117
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HB1451 HD1 - Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Kyle Hunker
Vice President of Finance
Pacific Light and Power, LLC

RE: Testimony in Support of HB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Pacific Light and Power
strongly supports HB1451 HD1 and its extension of the Act 221/215 high
technology tax credits. This is subject to some technical corrections and
clarification with respect to the definitions and mechanics of the proposed credit
caps and the treatment of "drop down subsidiaries". We believe that an effective
economic stimulus like Act 221/215 is needed now more than ever. According to
data published by the Department Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in

2007 alone
• at a cost to the state of less than $450 million between 1999 and 2007.

Pacific Light and Power develops utility scale renewable energy projects for
Hawaii. We use QHTB monies to realize Hawaii's renewable energy potential
and in the process create jobs building and operating power projects. Without
QHTB tax credits consumers will pay more for renewable energy in Hawaii.

Sincerely,

Kyle Hunker
Vice President of Finance



Pacific Light and Power
(808) 652-4183
kyle@ pacificlightandpower.com
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HB1451 HDI - Relating to Taxation

DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Roy Tjioe, Principal, Island Film Group

RE: Testimony in Support of HB1451 HDI

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Island Film strongly supports
HB1451 HDI and its extension of the Act 221/215 high technology tax credits. This is
subject to some technical corrections and clarification with respect to the definitions and
mechanics of the proposed credit caps and the treatment of "drop down subsidiaries". We
believe that an effective economic stimulus like Act 221/215 is needed now more than
ever. According to data published by the Department Taxation in 2008, Act 221/215 has
resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone
• at a cost to the state ofless than $450 million between 1999 and 2007.

Sincerely,

Roy Tjioe
Principal
Island Film Group
808 536-7955
rtjioe@islandfilmgroup.com
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February 25, 2009

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Joe Cooper, CFO
Archinoetics LLC

RE: Testimony in Support of HB1451 HDl

Honolulu, HI 96813

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Archinoetics
strongly supports HB1451 HOl and its extension of the Act 221/215 high
technology tax credits. This is subject to some technical corrections and
clarification with respect to the definitions and mechanics of the proposed
credit caps and the treatment of "drop down subsidiaries". We believe that an
effective economic stimulus like Act 221/215 is needed now more than ever.
According to data published by the Department Taxation in 2008, Act 221/215
has resulted in:

more than $1.2 billion invested in
more than 333 Hawaii companies
which have already spent more than $1.4 billion in Hawaii
have paid more than $228 million in salaries and job compensation in

2007 alone
at a cost to the state of less than $450 million between 1999 and

2007.

Archinoetics began operations in 2005 and has grown to 30 Hawaii based
employees with a payroll of over $2 million in 2008. We are a research
company that develops intelligent human assistive technologies (i.e. we use
sensors and computers to improve peoples' lives). We are currently launching
a subsidiary company, Fatigue Science. Using a technology that was developed
4 years ago in Hawaii, they have just begun marketing a fatigue risk
management system. The market for such systems is easily in the hundreds of
millions of dollars annually worldwide. This takes time and it could easily
take another 4 years to penetrate and exploit the market. We need this
support to continue to grow this business in Hawaii.

Thank you for the opportunity to testify on this important bill.

Sincerely,

Joe Cooper, CFO
Archinoetics
808) 741-1684
joe@archinoetics.com

(T) 808.585.7439, (F) 888.279.0289
www.archinoetics.com
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Philip H. Kinnicutt
341 lliaina Street

Kailua, Oahu, Hl96734-1807
808-254-4534

Fax: 808-356-0554
LEAFISHING@AOL.COM

DATE:

House Committee on Finance

Phil Kinnicutt
Kinnicutt Consulting, LLC

February 25, 2009

(

VIA FAX #: 808-586-8519

SUBJECT: Strong Support for HB 1451 HD1

I strongly support HB1451 HD1 and its extension of the Act 221/215 high
technology tax credits. This is subject to some technical corrections and
clarification with respect to the definitions and mechanics of the proposed credit
caps and the treatment of "drop down subsidiaries". I believe that an effective
economic stimulus like Act 221/215 is needed now more than ever. According to
data published by the Department Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007

alone
• at a cost to the state of less than $450 million between 1999 and 2007.

Respectfully,



(

Phil Kinnicutt



(

HB1451 HDI - Relating to TaxationD 0

DATE: February 26,2009

oTIME: 2:00pm

oPLACE: Conference Room 308

oOTO: House Committee on Finance

oRepresentative Marcus R. Oshiro, Chair

ORepresentative Marilyn B. Lee, Vice Chair0 0

FROM: Mike Curtis, Hawaii Entrepreneur and Investor0 0

oORE: Testimony in Support of HB1451 HDI DO

Aloha Chair, Vice Chair, and Members of the Committee, 0 0

Thank you for the opportunity to testify on this bill.

I strongly support HB1451 HDI and its extension of the Act
221/215 high technology tax credits. This is subject to some
technical corrections and clarification with respect to the
definitions and mechanics of the proposed credit caps and the
treatment of "drop down subsidiaries".

I believe that an effective economic stimulus like Act 221/215 is
needed now more than ever. According to data published by the
Department Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii



• have paid more than $228 million in salaries and job
compensation in 2007 alone

• at a cost to the state of less than $450 million between 1999
and 2007.00

ooSincerely,

Mike Curtis
808-292-6862
mcurtis@hawaii.rr.com
1829 Bertram Street Honolulu, Hawaii, 96816



FE8-25-2[~9 15:08 FROM:KMH LLP

Febmary 25,2009

:3085365·:317 TO: 5'0858662[11

(

TO: (808) 586-6001
Testimony for Hearing before the House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Iv1arilyn B. Lee, Vice Chair
Thursday, February 26, 2009, 2:00pm
Stale Capitol, Conference Room 308

RE: Testimony in Support ofHB1451 HDI

Aloha Chair, Vice Chair, and Members of the COlllmittee,

Thank you for the opportunity to testify on this bill. I strongly support HB1451 HDI and its
extension of the Act 221/215 high technology tax credits. This is subject to some technical
corrections and daritlcation with respect to the de±lnitions and mechanics of the proposed credit
caps and the treatment of "drop down subsidiaries". We believe that an effective economic
shmuius like Act 221/215 is needed now more than ever. According to dat.'ipublished by the
Department Taxation in 2008, Act 221/215 has resulted in:

• more than $1.2 billion in\iested in
" more than 333 Hawaii companies
• which have already spent more than. $1.4 billion in Hawaii
e have paid more than $228 million in salaries and job compensation in 2007 alone
• at a cost to the state ofless than $450 million between 1999 and 2007.

Thank you for the opportunity to testify.

SincerelYl

Alfred B. Fernandes, CPA
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~ellular mioengineering, Dne.

Invent. Disrupt. Inspire.

H8145! HDl: Relating to Taxation

Dat.e: Fehmary 26,2009
Time: 2:00 p.m.
Place: Conference Room 308

To: J louse Comminec on Financ.l;
TIle Honorable MarcU'; R. Oshiro, Chair
The Honorable Marilyn B. Lee, Vice Cllail'

From: Michael J. Coy, Vice President, Cellular Bioengineering, Inc. (CRT)

Re: Testimony in s\lppoli of 145111DI

Aloha Chair, Vice Chair and Member~ of the Committee:

Th::illk you rOT thl;l opportunity to testify on this bill. em strongly supports HR 145 I HD J and irs cXle.nsion of
the Act 221/215 high tee.hoolog)' lax crcdil~. ThiH is subject to some technical corrections and clarification
with respect to the ddinitions and mechanics of the proposed credit caps and the treatment of "drop down
subsidiaries," We believe that an effective economic stimulus likl: Act 221/2 J5 is needed now more than C'vcr.
According to <lata published by tbe De.partment ofTiLllatiol1 in 2008, Aet 221/215 has resulted in:

.. More than $1.2 billion invested in

.. More than 333 Hawaii QllTB companies,

.. Which I:uwe already spent more tlum $1.4 billion in Hawaii,
• Have paid more that $228 million in salaries and job compensation in 2007 alone
.. At a cost to the state ofless than $450 million between 1999 and 2007,

With ht'lp tiT)11l Act 221, CRI ha5 grown frolll ::; employees to 30; acquired technologies fnHIl kaJing; scientific
institutiolls around thc world; hanlcsscd a robusl p<.\ttfo!iQ of Over 25 patent5 and patent applicatiolls;
developed the world's most <t.dvanced artificial COnle<t technology which holds the promise 01' restoring vision
to II) million people around the world; commercialized from concept to market a new generation of green
technology kIt surface c1catling, and (1cconl8.minal.ion; hTl)llght talcnte.d luil11it'ainas back home to work, thrive,
and pay tn..'tes; and demonstrated to the world that it lS entirely possible for a Ha\'iaii-b,tSed 'technology
company to have impact that is tmly global. Without. Act 221, many of these feats wllid not possihly be
accomplished In Hawaii.

1946 Young Street. Suite188 ' Honolulu, Htmaii 96826
Ph: 808.949.2208' Fax: 808.949.2209

www.cellularbioengineel.ing.com
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HOUSE COMMfTIEE ON FINANCE
February 26, 2009 - 2 pm
State Capitol Conference room 308

Dear Chair OShiro, Vice-Chair Lee and members of the committee:

I am in strong support of the intent of bill HD 1451 which seeks to extend Act 221 for
5 additional years, with some lim~ations. I support the intent of this bill, based on the
importance of Act 2211215 to the development of independent fiims in Hawaii. This ad is Q

great incentive to bring studio projects to Hawaii.

'M1ile a 15%-20% production tax credit along with our beautifUl locations and great crew
tlave been enough to lure productions such as "Tropic Thunder," "Indiana Jones," "Pirates
3," and "Forgetting Sarah Marshall" among others the Production Tax Credit does little. if
anything, to attract or support Independent or locil productions. Quito simply. if you don't
already have enough money to make your film a rebate is not going to help. 15%-20% of $0
is still $0.

Thankfully, our lo('.al and independent production industry has been able to make use of the
Investment Tax Credit, othafWise known as Act 221/215. All four of Island Film Group's
projects since 2007 have relied on Act 221/215. If you or someone you know worked on
"Beyond the Break," "Special Delivery," "Princess Ka'iulani" or "!=Iirty with Forty," please
know that without Act 2211215 these projects would not have been made in Hawaii.

According to a report issued by the Department of Taxation, Act 221/215 has resulted in:

o more than $12 billion invested in
Q more than 333 Hawaii companies
o which have already spent more than $1.4 billion in Hawaii
a and which have paid more than $228 million in salaries and job compensation in

2007 alone
Q at a cost to the state of 18S$ than $450 million between 1999 and 2007

Act 86 and Act 221/215 have helped the Hawaii film and television industry grow
dramatically. With this grol.vth has come an increase in the number of industry professionals
as weI! as facility and equipment infrastructure. All of which make it easier and less
expelisivE! for film and television projects to be made in Hawaii. More important. however, is
that Act a8 and Act 221/215 have been strong economic drivers for the Hawaii economy
and support the creation of high-pay, high-skilled jobs for our current residents and future
generations

Thank you for YQureOt1siderat~

'.. .- .__.. . ('... ._.

/{;~~;~~:~sati-p~~~~r~1~Ra~~~~:~:C;~ost'~s:~~!:'f:aturefilm in the wori\s.
• -~. <...~.,
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February 25, 2009

HB14S1 HOt .. Relating to Taxation

DATE: ~abruary 26, 2009
TIME: 2:00pm
PIJ\CE: Conference Room 308

TO: House committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

via file transfer to http://www.capitol.hawaii.gov!emalltestlrnony

RE: Testimony In Support of HB1451

Dear Mr. Chair, Ms. Vice Chair, and Members of the Committee:

Thank you for the opportunIty to testIfy in regards to the above-referenced bill. ORC hereby
voices its strong support to HB1451 HOi and its extension ofthe Act 221/215 high technology
tax credits.

We belleve that an effective economic stImulus like Act 221/215 is needed now more than ever.

Published TdX Department data shows more than $1.2 billion has been Invested in at least 333
Act 221 companies. These organizations have spent more than $1.4 billion in HawaII,
representing 87% of their expenses. This includes more than $228 million In salaries and job
compensation in 2007 alone. Further, these companies are responsible for the creation of
more than 4000 local jobs.

The cost of the credits Is less than $437 million from 1999 through 2007, and thIs is before state
tax revenues generated by these Act 221 companies, their activities, as well as their employees
and contractors have been Includacf.
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1600 Kaplolani Boulevard, Suite 900

Honolulu, HI 96814
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wwvJ.decisionresearch.com

DRe Is a HawaII based software development and professIonal services company. Founded in
1971, we employ nearly 50 individuals In Hawalt. We believe Act 221/215 to be beneficial to the
local technology community as well as the state as awhole.

'rhank you ror the opportunity to testify on this Important bill.

Sincerely,

(

A/ I ·
wat~Slm~~
pfesident and CEO
DRe
(808) 949-8316
weltslmmons@dedslonreSC!arch.com

Stephen Korow
Vice President
DRC
(808) 949·8316

--/7.1'-.~

UJOn080Shi
ChIef Financial Officer
ORC
(808) 949·8316

~@:~vh-
Karen Yama ot
Senior Vice P sldent
DRC
(808) 949·8316

w@deCiSionresea ch.com

Robert Whitton
VIce PresIdent
DRC
(808) 949-8316

~\Ar ..
John Agsarud
DIrector of Professional Services
DRe
(808) 983-9171
johnagsalud@declslonresearch.com

Ffibruary 25, 2009
House Committee on Fillollce, Testimony Reo' HB 1451
Paae2of2
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REEL SERVICES/HAWAil, INC.
;
~;~;~ 350 Ward Ave. #106-226 Honolulu. Hawaii 96813

: (808) 941-CAST (877) 743-1029 (tofl-tree fax)
!' suereel@pobox.com reels8rviceshawall.com

HOUSE COMMrITEE ON FINANCE
Fahrnery 26, 2009 - 2 pm
State Capitol Conference room 308
FAX: 586-6001
RS.: He 1461 - Relating to extending Act 221 for 5 years

Pear Chair Oshiro, Vice-Chair Lee and members of the committee:

I ~m Cn strong support of the Intent 01 bill HD 1451 which seeks to extend Act 221 for 5
addlUonal years, with $ome limitations. f support the intent of this bill, based on the importance of Act
221/215 to the development of Independent films in HawaII. This act is a great Incentive to bring studio
projads to HawaiI.

While a 15%~20% production tax credit along with our beautiful locations and great crew have been enough
to lure productions suoh as "Tropic Thunder," "Indiana Jones." "Pirates 3, II and "Forgetting Sarah
Marshall" among others the Production Tax: Credit does little, if anything, to attract or support
In~ndontor local productions. QUite simply, if you don't already have enough money to make your
film a rebate is not going to h&lp. 15%-20% of $0 is :Still $0.

Thankfully, our local and Independent production industry has boon able to make use of the Investment Tax
Credit. otherwise known as Act 221/215. All four of Island Film Group's pmj00ts since 2007 have relied
on Act 221/215. If you or someone you know worked on "Beyond the Break." "Special Delivery," "Princess
Ka'iulanl" or "Flirty with Forty," please know tha.t without Act 2211215 thase projects would not have
been made in Hawaii.

According to a report issued by the Department of Taxation, Act 221/215 has resuffed in:

- more than $1 .2 blUlon inv_ted In
..., more thlln 333 HawaII compan'"
- which have already spent more than $1.4 billion In Hawall
..... and which "ttv. paId more than $228 million In salarl.. lind job compensation tn 2007
sione
..... at a cost to the etate of 1__ than $450 mutton b4ttween 1999 and 2007

Act 68 and Act 221/215 have helped the Hawaii film and television industry grow dramatically. With this
growth has come an increase in the number of industry professionals as well as facility and «Iuipment
infrastructure. AI! of which make it easier and less expensive for film and television projects 10 be made In
HacwaiL MQre important, however, ie that Act sa and Act 221/215 have been $:trO'"'9 ocoliomio drivor'.I1> for
the Hawaii eoonomy and support the creation of high-pay, high-skilled jobs for our current residents and
future generations.

Thank you for your consideration, :;:;---/ ? I •

_~' r'~//c,;::. :.t.L- i.... A--'

-£2 .:snAl6 I iIf.'-R'-R'Ji:!.
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Testimony In Support of HB1451 HP1

Aloha Chllllr, Vice Chair, and Members of tha Committee,

Thank you for th~ opportunity to testify on this bill. SEE/RESCUE Corporation strongly supports HS1451 HD1 and Its extension
of the Act 221/215 high technology tax credits, This is subject to some technical corrections and clarification with respeot to the
definitions and mechanics of the proposed credit caps and the treatment of "drop down sUbsidiaries". we believe that an effective
economic stimulus like Act 2211215 is needed now more than ever. According to data published by the Departn'lent Taxation in
2008, Act 221/215 has resulted in:

• more than $1.2 billion Invested In
.. more than 333 HawaII companies
• which have already spent mare than $1.4 billion in Hawaii
.. hQve paid more than $228 miliion in salaries and job compensation in 2007 alone
.. at a cost to the state of less than $450 million between 1999 and 2007.

SEE/RESCUE@ Corporation designs, develops, and patents Survival technologies for Military. Commercial and Civilian Markets.
SEE/RESCUE<ID
developed the patented and rnilitary~approved RescueStreamel$ technology that is now in use by all branches oftne U.S.
military and by commercial
and civilian groups around the world (w..ww.B~J!cu~tr~~mer,wm;), SEE/RESCUE Corporation Iioensed the
RescueStreamer technology to Rescue Technologies
Corporation in Aie~, Hawaii, where they build and distribute the RescueStreamer product worldwide from their Oahu base.
Although SEEJRESCUE Corporation
does ~ot directly benefit from Act 221/215, we believe it is a critical piece to continue to build a technology sector to diversify the
HawaIIan economy.

'Merely.
... Robert Yonover

President
SEE/RESCUE Corporation
tel. aOe..395-1fl88
e--mall: $e.e.B.Mql,!!.'.@lliD9A~om

50f5
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Dear CblIIr OstIlro, UJee-OIaIr lee and memben of the tOIIIIDIttee:
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111111 str••, sa".,t If tile IBteit If '1111111451 .lIlell seeks t. elte." tlct 221 f.r 5
addltl.lal gtars, with same IImltatltms. I$lJpport the Intent of tflls bill, btlsed on the Impertance
of tid 221/215 to the deUelepmenl: 8f Independent films In HawaII. This Id Is agreat Incentive t.
_ studio projects t. HawaII.

Wldle 1I15%-2G% predld1en tilX tredlt ati'" with our be8lJt1ful tClaltlons and areat (few lNwe been
enoogb t8 lure productions such tI$ -rroplc 11u*r: -Indln Jones,II "Pirates 3," and -fergett_
SOrflh mllrsllOU- amoag otllers the Pl1ductlen Tax Credit dies IIltle. IfangtNng, to attract or ....n
,,'tllel.e,t It l.ct. ,r__Iet'llS. QUIte~t Ifyeu dWt alreed!J hiwt eneugh money to l118ke
_ Itm a relNlte Is ..t "log to help. 15".._.f SO Is $"11 $I.

ThrInkft,dly, our Iteat and~ ItfVCIudlon Intlustry has been able to mille use of the IMsbnent
Tax Credit, ot1lerwlSe IuIOwn as Ret 221/215. ,tI, foil' of Island film Group's pr'Jeds sloce 211II7 blue
reDed 88 Ret 221/215. Ifyou ,r...you IulOW wtrked ""Beyond the Break,II "$pedal Delivery,"
·Prlncess HI ~lutInI"' or-~ with ferty: please knew tNt W_II net 221/215 these projects'"'* .t haut Heltlllldt In lIal1Nlll.

ftccordlq to Greptrt Issued bY tile DepDrtment ofT_IIn, Act 2211215 his resulted In:

(J litre tbiII $l.2ItJIIIID Invested In
CJ men U.333 HIIUNliI CIIO_S
t:J UJIIIdt J....e already spent mere tbiII S1.4 bllUto II "nwall
a and wldch hilUe _ mIre tban S228 mUlIeR In sal.-tes andjob CD.-DIn In 2Oa1 ai_
D at a cost te the state of las thin 5451 mHUen betwefn 1999 and .7

Ret 88 and Rd 221121511ave bel. the "11Mi1 fUm aid tetnlsltn IAdUSIJ'Y ""' dralllDticall~.With
OIls fJ'IU'UI has come aD Increase II De number at In*JStrg anfmlwts 6$ well as fIcllltg end
equipment lIIfrMtrudurt. lUI of wNdi make It easier aid less eKpensIue far fttm and teleulslen
projects to be made In Rlwall. mere Important. "'wever. Is Utat Id 88 and Rd 221/215 hlue been
strIn!I etolOlDlc drivers ftr the IlaWaII ecOltDj and sawert the creation Gf bIgh-pag~ hllII-skllled
jells fer 11II' current residents ... future generltllns.

ThiIIk YIU fir !I'Uf" censlderatJan,

t7;:~/tf( /#4~ ~h.~/c.) .,
~<' *t;ie.C' #Af,,/ ~.4?3?/1.J.p'Cr



Feb 25 09 12:38p Hawaii Film Authority, In

Stephanie Spangler
Hawaii Film Authority, Inc.

ProducerI Location Manager
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HOUSE COMMITTEE ON FINANCE
February 26, 2009 - 2 pm
State Capitol Conference room 308

Dear Chair Oshiro, Vice-Chair Lee and members of the committee:

I am in strong support of tile intent of bill HD 1451 which seeks to extendAc:t 221 for 5
additional years, with some limitations. [support the intent of this bill, based on the
Importance of Act 221/215 to the development of independent films in Hawaii. This act is a
great incentive to bring studio projects to Hawaii.

While a 15%-20% production tax credit along with our beautiful locations and great crew have
been enough to lure productions such as "Tropic Thunder:' "lndiana Jones," "Pirates 3," and
"Forgetting Sarah Marshall" among others the Production Tax Credit does little, if anything, to
attract or support independent or local productions. Quite simpl}', if you don't already have
enough money to make your film a rebate is not going to help. 15%-20% of$O is still $0.

Thankfully, our local and independent production industry has been able to make use of the
Investment Tax Credit, otherwise known as Act 221/215. AU four of Island Film Group's
projects since 2007 have relied on Act 221J215.lfyou or someone you know worked on
"Beyond the Break." "Special Delivery," "Princess Ka'iulani" or "Flirty with Forty," please know
that without Act 221/215 these projects would not have been made in Hawaii.

According to a report issued by the Department ofTaxation, Act 221/215 has resulted in:

o more than $1.2 billion invested in
o more than 333 Hawaii companies
a which have already spent more than $1.4 billion in Hawaii
o and which have paid more than $228 million in salaries and job compensation in 2007

alone
o at a costto the state ofless than $450 million between 1999 and 2007

Act S8 and Act 221/215 have helped the Hawaii film and television industry grow
dramatically. With this growth has come an increase in the number of industry professionals as
well as facility and equipment infrastructure. All of whidl make it easier and less expensive for
film and television projects to be made in Hawaii. More important, however, is that Act 88 and
Act 221/215 have been strong economic drivers for the Hawaii economy and support the
creation of high-pay, high-skilled jobs for our current residents and future generations.

Thank you for your consideration,
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Thursday, Feb. 26, 2009
2:00 PM, Conference Room # 308

COMMITTEE ON FINANCE
Representative Marcus Oshiro, Chair
Representative Marilyn Lee, Vice Chair

Testimony of Robert King, Pacific Biodiesel

In Opposition of HB 1451

Headquartered in Kahului, Pacific Biodiesel is a respected technology and
operations expert in the rapidly expanding biodiesel industry. Since opening and
operating the very first retail biodiesel pump in America, Pacific Biodiesel has built a
solid reputation as a pioneer and leading advocate for the establishment of community­
based biodiesel

Pacific Biodiesel opposes HB 1451 which would negate the benefits of this
important tax credit with the included recapture clause. This clause will save the state
little or no money, but will negatively impact capital investment in innovative businesses.
I urge the committee not to pass HB 1451 which could prevent sustainable businesses
from utilizing this valuable credit. Now more than ever, it is vital for the state to
encourage job creation and economic growth through locally owned businesses.

Thank you for the opportunity to testify,

Robert King, President

Pacific Biodiesel, Inc.
40 Hobron Ave
Kahului, Hawaii 96732
Ph: (808) 877-3144 www.biodiesel.com
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HB1451 HD1 - Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

-:ROM: Bill Spencer, President, Hawaii Venture Capital Association

RE: Testimony In Support of the Intent of HB 1451 HD1

Aloha Chair Oshiro, Vice Chair Lee, and Members of the Committee,

On behalf of the 1,500 members and friends of the Hawaii Venture Capital Association, let me
express support for the intent of HB1451 HD1 and its extension of the Act 221/215 high technology
tax credits. We would like to work with this committee and help address some language clarification
with respect to the definitions and mechanics of how the proposed aggregate cap will be
administered. We believe that ct 221/215 is needed now more than ever to stimulate the economic
growth of Hawaii and capitalize on the progress made to date from efforts to diversify the economy.

The Hawaii Venture Capital Association is one of Hawaii's oldest economic development trade
associations devoted to diversifying Hawaii's economy, capital formation and Hawaii's entrepreneurs
for last 21 years.

Thank you for your kind consideration of this testimony.

Sincerely,

/s/

Jill Spencer, President, Hawaii Venture Capital Association

1



From: Joe Breman, President IUE LLC
373 Ulumalu Rd. Haiku, HI 96708
Tel. 808.214.2326 IFax. 808.572.5080
www.oceanglobeonline.com
info@oceanglobe.org

HB 1451 HD 1 - Relating to Taxation
DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

Aloha Chair, Vice Chair, and Members of the Committee,

Thank: you for the opportunity to testify on this bill. strongly supports
HB 1451 HD 1 and its extension of the Act 221/215 high technology tax credits.

This is subject to some technical corrections and clarification with respect to the
definitions and mechanics ofthe proposed credit caps and the treatment of "drop down
subsidiaries". We believe that an effective economic stimulus like Act 221/215 is needed
now more than ever. According to data published by the Department Taxation in 2008,
Act 221/215 has resulted in:

• more than $1.2 billion invested
• more than 333 Hawaii companies fostered
• more than $1.4 billion in Hawaii spent in Hawaii
• more than $228 million in salaries and job compensation in 2007 alone
• less than $450 million cost to the State between 1999 and 2007.

We are planning to create this business and hire 2 people this year, 7 next year, and 10
more by 2011. Ifwe don't get investor support we will not continue on this path. We
have CEROS, SBIR, HTDV, and HREDV funding proposals in the works, and plans to
collaborate with the US Navy. Having taught Oceanography in the UH system I also plan
to leverage that relationship.

Thank: you for the opportunity to testify.

Joe Breman
Joe Breman, President IUE LLC
373 Ulumalu Rd. Haiku, HI 96708
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PACIFIC

,net
See the light,

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

RE: Testimony in Support ofHB145t DDt

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Pacific LightNet strongly supports
HB1451 HDI and its extension of the Act 221/215 high technology tax credits. This is
subject to some technical corrections and clarification with respect to the definitions and
mechanics ofthe proposed credit caps and the treatment of "drop down subsidiaries". We
believe that an effective economic stimulus like Act 221/215 is needed now more than·
ever. According to data published by the Department Taxation in 2008, Act 221/215 has
resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007 alone
• at a cost to the state of less than $450 million between 1999 and 2007.

Pacific LightNet serves customers on Oahu, Maui, Kauai, the Big Island, Molokai and
Lanai through its undersea cable and land-based fiber network, offering a full range of
integrated telecommunications products and services, including local dial tone, high­
speed Internet access, dedicated and switched long distance, collocation, special access
and enhanced data services.

Thank you for the opportunity to testify on these important bills.

~~
Pat Bustamante
President
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1515 Ualakaa Place

Honolulu, HI. 96822

~ Phone: (808) 944-9283 Fax: (808) 941-2503

NATURAL POWER CONCEPTS E-Mail: larry@naturalpowerconcepts.com

____ ~ Web: www.naturalpowerconcepts.com
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HB1451 HDl- Relating to Taxation

DATE: February 26,2009.
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Larry Lieberman, CEO
Natural Power Concepts, Inc.

RE: Testimony in Support ofHB1451 HDI

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Natural Power Concepts strongly supports HB1451 HDI and
ts extension of the Act 221/215 high technology tax credits. This is subject to some technical corrections and

clarification with respect to the definitions and mechanics ofthe proposed credit caps and the treatment of "drop
down subsidiari~s".We believe that an effective economic stimulus like Act 221/215 is needed now more than
ever. According to data published by the Department Taxation in 2008, Act 221/215 has resulted in more than $1.2
billion invested in more than 333 Hawaii companies which have already spent more than $1.4 billion in Hawaii
and have paid more than $228 million in salaries and job compensation in 2007 alone, at a cost to the state of less
than $450 million between 1999 and 2007.

Natural Power Concepts (NPC) is an alternative energy technology incubator headquartered in Honolulu, Hawaii.
We are working diligently to design, develop and rapidly prototype and test a variety of innovative new renewable
energy devices that are a perfect showcase for Hawaii's extraordinary natural renewable energy resources such as
wind, waves, current flow, solar, and geothermal heat. We are partially funded through Act-221 investors and I
believe it is likely we would have had to move the company to a competing Mainland location for ocean energy
research such as California, Oregon, or I:lorida if we had not been able to secure funding here in Hawaii. NPC
currently employs eight full time staff plus the near-full time services of several contractors and vendors.

Sincerely,

Larry Lieberman
CEO
Natural Power Concepts
808-741-7529
arry@naturalpowerconcepts.com



TESTIMONY OF WILLIAM G. MEYER, III

HBl451, HDl

HEARING DATE/TIME: February 26, 2009
2:00 p.m. in Conference Room 308

(

TO: Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair
(Fax No.' 586-6001)

RE: Testimony in SUPPORT ofHB1451, HDI

Aloha Chair, Vice Chair, and Members of the Committee:

My name is William G. Meyer, III. I am a Honolulu attorney and my practice is limited to
intellectual property matters, including entertainment law. I represent both national and local
stakeholders in Hawaii's recording industry, television and motion picture industry, and digital
media and internet sectors. My practice area includes advising entertainment companies
regarding the availability of entertainment industry related tax incentives, including the
incentives currently available pursuant to Act 221/215 and Act 88.

Thank you for the opportunity to testify on this bill. I support HB1451, HOI and its extension of
the Act 221/215 investment tax credits. While this measure needs some technical corrections and
clarification with respect to the definitions and mechanics of the proposed credit caps and the
treatment of "drop down subsidiaries," I believe that an effective economic stimulus program
like Act 221/215 is needed now more than ever. According to data published by the Department
Taxation in 2008, Act 221/215 has resulted in more than $1.2 billion invested in more than 333
Hawaii companies which have already spent more than $1.4 billion in Hawaii and which have
paid more than $228 million in salaries and job compensation in 2007 alone at a cost to the state
ofless than $450 million between 1999 and 2007.

Thank you for the opportunity to testify on this bilL

272498.1



Ala Moana Pacific Center, Suite 1800
1585 Kapiolani Boulevard
Honolulu, Hawaii 96814-4500
Telephone 808 942-8108
Facsimile 808 948·9595

DataHouse

HB1451 HDI - Relating to Taxation
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Aloha Chair, Vice Chair, and Members of the Committee,

RE: Testimony in Support ofHB1451 HDI

(

HEARING DATE:
TIME: .
PLACE:

TO:

FROM:

February 26, 2009
2:00pm
Conference Room 308

House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

Lyanne M. Kimura
Chief Financial Officer

i
I
fi

I
f
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Thank you for the opportunity to testify on this bill. DATAHOUSE
CONSULTING, INC. strongly supports HB1451 HDI and,its extension of the Act
221/215 high technology tax credits. This is subject to some technical corrections
and clarification with respect to the definitions and mechanics of the proposed
credit caps and the treatment of "drop down subsidiaries". We believe that an
effective economic stimulus like Act 221/215 is needed now more than ever.
According to data published by the Department Taxation in 2008, Act 221/215 has
resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries'and job compensation in 2007

alone
• at a cost to the state of less than $450 million between 1999 and 2007.
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DataHouse Consulting, Inc. is engaged in the development (from analysis through
implementation) of unique computer software and database applications and
enhancements (material modification of third-party software) for sale or license. In
2002, we had 43 full-time employees. Today, we have grown to 62 full-time
employees. Our growth can be attributed in part to the funding we have received
from the R&D credits.

Thank you for the opportunity to testify.

Sincerely,

J'~~"'\._--_' ,~~'1 '- <1'24'c/.?.A"-_____~c£,. ._ _

(;;-- y/ /

( Lyanne M. Kimura
Chief Financial Officer
DataHouse Consulting, Inc.
Direct Phone: (808) 948-9137
Email: lyanne_kimura@datahouse.com
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Representative Oshiro, Chair
House Committee on Finance

Sopogy Inc.

February 25 th
, 2009

Support of HB 1451 HD1 - Related to Tax Credits
Thursday, February 26, 2009
2:00pm
State Capitol, Conference Room 308
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Chair Oshiro, Vice-Chair Lee, and Members of the Committees:

Sopogy is a solar power technology company based in Hawaii specializing in the

research and development of various MicroCSP™ solar technologies that bring the

economics of large solar energy systems to the commercial, industrial, and utility

sectors. Sopogy also hopes to leverage the innovative MicroCSp™ intellectual property

and technologies its develops by commercializing its MicroCSP™ products for sale in

both domestic and international markets, which sales and activities will generate

additional revenues for and employment in the State of Hawaii.

Sopogy strongly supports HB 1451 HD1 which extends the high technology investment

tax credit. These tax credits incentivize research and development, creates new

intellectual property in the State of Hawaii, attracts much needed investment capital for

high technology companies, and creates job growth. However, Sopogy recommends

amendments lifting the cap to the investment credits and evaluating an alternative to

the proposed review board to decide appeals.

Sopogy supports the continuance of the existing tax credits and adoption of renewable

energy and energy efficiency measures that lessen the state's dependence on oil, reduce

greenhouse gas emissions, and provide energy price stability to Hawaii's consumers.

Thank you for this opportunity to testify.

Van Matsushige
Energy Project Development
Sopogy - Solar Power Technology
Direct Phone: (808) 237-2405
Direct Fax: (808) 356-0565
www.soPogy.com

P: (808) 833-4747· F (808) 356-0565 !2660 Waiwai Loop' Honoluiu, Hi 968191 www.sopogy.com
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HB1451 HD1 - Relating to Taxation

DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Norman Wayne Karo
CEO
Pipeline Micro

RE: Testimony in Support of HB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Pipeline Micro strongly supports
HB1451 HD1 and its extension of the Act 221/215 high technology tax credits. This is
subject to some technical corrections and clarification with respect to the definitions and
mechanics of the proposed credit caps and the treatment of "drop down subsidiaries".
We believe that an effective economic stimulus like Act 221/215 is needed now more
than ever. According to data published by the Department Taxation in 2008, Act
221/215 has resulted in:

• more than $1.2 billion invested in
• more than 333 Hawaii companies
• which have already spent more than $1.4 billion in Hawaii
• have paid more than $228 million in salaries and job compensation in 2007

alone
• at a cost to the state of less than $450 million between 1999 and 2007.

Hawaii-based Pipeline Micro is the developer of the world's smallest and most efficient
liquid cooling systems for consumer electronics, including computers, laptops, and

;. ,yidepgraphics cards. Liquid cooling systems developed by the company use a
clJhermal system design that dramatically improves heat transfer, stabilizes
turce, and enables products to run faster, perform longer, and use less energy.

i~ro grew from 5 to 13 employees in 2008, and will grow to over 20
s,in 2009. We hire University of Hawaii graduates and are bringing world
.~Ient into the State. Our customers are global electronics giants from the

'Japan. Act 221/215 has enabled us to take a "holy grail", breakthrough
the University of Hawaii and make products that are in high demand

.;,gession.
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Sincerely.

Norman Wayne Karo
CEO
Pipeline Micro
(808) 292-0131
wayne.karo@pipelinemicro.com



HB1451 lID1 - Relating to Taxation

DATE: February 26,2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: James P. Karins
President and CEO
Pukoa Scientific

RE: Testimony in Support ofHB1451 lIDl

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Pukoa Scientific strongly supports HB1451 lID1 and
its extension of the Act 221/215 high technology tax credits. This is subject to some technical corrections
and clarification with respect to the definitions and mechanics of the proposed credit caps and the
treatment of "drop down subsidiaries". We believe that an effective economic stimulus like Act 221/215
is needed now more than ever. According to data published by the Department Taxation in 2008, Act
221/215 has resulted in:

More than $1.2 billion invested in
More than 333 Hawaii companies
More than $1.4 billion already spent in Hawaii
More than $228 million in salaries and job compensation in 2007 alone
A cost to the state of less than $450 million between 1999 and 2007.

Pukoa Scientific is a 15 person company started in 2004 specializing in the interpretation of image and
signal data to identify objects, threats or targets. Pukoa Scientific is in the dual use sector. Our average
salary is over $100,000, 12 of our 15 people are full time and 11 of those 12 reside in Hawaii. Of the 11
full time staff in Hawaii, 8 graduated from high schools in Hawaii, 10 graduated from University of
Hawaii or Hawaii Pacific University and at least 4 worked on the mainland prior to finding work in
Hawaii. We currently generate more than $2.5M in revenue and pay over $1.5M in salaries.

Sincerely,

Is/James P. Karins

James P. Karins
President and CEO
Pukoa Scientific
karins@pukoa.com
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HB1451 HD1 - Relating to Taxation

DATE:
TIME:
PLACE:

TO:

FROM:

RE:

February 26, 2009
2:00 pm
Conference Room 308

House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

Pamela Miller
VP, Project Development
Pacific Light and Power, LLP

Testimony in Support of HB1451 HD1

(
Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. Pacific Light and Power strongly
supports HB1451 HD1 and its extension of the Act 221/215 high technology tax credits.
This is subject to some technical corrections and clarification with respect to the
definitions and mechanics of the proposed credit caps and the treatment of "drop down
subsidiaries". We believe that an effective economic stimulus like Act 221/215 is needed
now more than ever. According to data published by the Department Taxation in 2008,
Act 221/215 has resulted in:

.more than $1.2 billion invested in

.more than 333 Hawaii companies,

.which have already spent more than $1.4 billion in Hawaii, and

.have paid more than $228 million in salaries and job compensation in 2007 alone

.at a cost to the state of less than $450 million between 1999 and 2007.

Pacific Light and Power is a Kauai-based renewable energy company working with
resource-constrained grids through the Hawaiian islands and the Pacific Rim. Because
island grids have special challenges, it is necessary to use unconventional technologies
in order to make renewable energy feasible. These technologies are difficult to finance
and Act 221 gives investors incentive to promote these projects and technologies.

Pacific Light and Power is developing more than one project. Just one 10 megawatt
renewable energy project will create approximately 100 construction jobs and between

Post Office Box 261, Anahola, Hawaii, 96703 pacificlightandpower.com
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Bringing Renewable Energy to Hawaii and Pacific Oceania
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4 and 10 permanent jobs, while contributing to the Hawaiian Clean Energy Initiative and
Renewable Portfolio Standard targets for energy produced by renewable means. This
also reduces the island's dependence on oil as a power generation fuel, keeping
resources on island.

Act 221 is a good incentive for development on Hawaii and should not be constrained.

Sincerely,

Pamela S. Miller
VP, Project Development
Pacific Light and Power, LLP
808.634.8866
pam@pacificlightandpower.com

Post Office Box 261, Anahola, Hawaii, 96703 pacificlightandpower.com



HOUSE COMMITTEE ON FINANCE
February 26, 2009 - 2 pm
State Capitol Conference room 308

Dear Chair Oshiro, Vice-Chair Lee and members of the committee:

I am in strong support of the intent of bill HB1451 which seeks to extend Act 221 for 5
additional years, with some limitations. I support the intent of this bill, based on the
importance of Act 221/215 to the development of independent films in Hawaii. This act is a
great incentive to bring studio projects to Hawaii.

While a 15%-20% production tax credit along with our beautiful locations and great crew have
been enough to lure productions such as "Tropic Thunder," "Indiana Jones," "Pirates 3," and
"Forgetting Sarah Marshall" among others the Production Tax Credit does little, if anything, to
attract or support independent or local productions. Quite simply, ifyou don't already have
enough money to make your film a rebate is not going to help. 15%-20% of $0 is still $0.

Thankfully, our local and independent production industry has been able to make use of the
Investment Tax Credit, otherwise known as Act 221/215. All four of Island Film Group's
projects since 2007 have relied on Act 221/215. If you or someone you know worked on
"Beyond the Break," "Special Delivery," "Princess Ka'iulani" or "Flirty with Forty," please know
that without Act 221/215 these projects would not have been made in Hawaii.

According to a report issued by the Department of Taxation, Act 221/215 has resulted in:

o more than $1.2 billion invested in
o more than 333 Hawaii companies
o which have already spent more than $1.4 billion in Hawaii
o and which have paid more than $228 million in salaries and job compensation in 2007

alone
o at a cost to the state of less than $450 million between 1999 and 2007

Act 88 and Act 221/215 have helped the Hawaii film and television industry grow
dramatically. With this growth has come an increase in the number of industry professionals as
well as facility and equipment infrastructure. All of which make it easier and less expensive for
film and television projects to be made in Hawaii. More important, however, is that Act 88 and
Act 221/215 have been strong economic drivers for the Hawaii economy and support the
creation of high-pay, high-skilled jobs for our current residents and future generations.

Thank you for your consideration.

Laurie La Madrid

Creative Services Manager

745 Fort Street



Honolulu ,HI 96813
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Dew boomer

RE: HB 1451, HD 1

DATE: February 26,2009
TIME: 2:00 p.m.
PLACE: Conference Room 308

TO: Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Jerry Brocklehurst
President
New Boomer Music LLC

record label

New Boomer Music LLC
P.O. Box 490, Kalaheo, HI 96741
www.newboomermusic.com

(808) 332-7893

RE: Testimony In SUPPORT OF HB 1451, HD 1

Aloha Chair, Vice Chair, and Members of the Committee,

Thank you for the opportunity to testify on this bill. My name is Jerry Brocklehurst and I strongly
support HB1451 HD1 and its extension of the Act 221/215 investment tax credits. This is subject to
some technical corrections and clarification with respect to the definitions and mechanics of the
proposed credit caps and the treatment of "drop down subsidiaries". I believe that an effective
economic stimulus like Act 221/215 is needed now more than ever. According to data published by the
Department Taxation in 2008, Act 221/215 has resulted in:

* more than $1.2 billion invested in
* more than 333 Hawaii companies
* which have already spent more than $1.4 billion in Hawaii
* have paid more than $228 million in salaries and job compensation in 2007 alone
* at a cost to the state of less than $450 million between 1999 and 2007.

I am a small start-up record label and am just beginning to gain traction in my business. I have
recorded and released music by John Cruz, The Barefoot Natives, Sistah Robi Kahakalau, Kohala,
Titus Kinimaka, and others. It is my business plan to continue to promote Hawaiian artists, especially to
the mainland and worldwide audiences. Over the long term, the plan is to hire many employees to help
with production, distribution, and promotion of our wonderful Hawaiian artists. However, we must all
start somewhere and Act 221/215 has helped me gain that start. If the Act 221 tax credits are
eliminated, I will be forced to close my operation.

Thank you for the opportunity to testify on these important bills.

Sincerely,
Jerry Brocklehurst
President
New Boomer Music LLC
(808) 332-7893
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Jay M. Fidel! [fidel!@lava.net]
Wednesday, February 25,20092:20 PM
FINTestimony
Testimony Finance Committee hearing on HB1451 HD1

ThinkTech Hawaii, Inc.
841 Bishop Street, Suite 1500

Honolulu, Hawaii 96813
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HB 1451 HD 1 - Relating to Taxation

DATE: February 26, 2009
TIME: 2:00pm
PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

FROM: Jay Fidell, President, ThinkTech Hawaii

RE: Testimony In Support of the Intent of HB 1451 HD 1

Aloha Chair Oshiro, Vice Chair Lee, and Members of the Committee,

On behalf of ThinkTech Hawaii, let me express support for the intent of HB 1451 HD 1 and
its extension of the Act 221/215 high technology tax credits. We would like to work with
this committee and help address some language clarification with respect to the definitions
and mechanics of how the proposed aggregate cap will be administered. We believe that Act
221/215 is needed now more than ever to stimulate the economic growth of Hawaii and
capitalize on the progress made to date from efforts to diversify the economy.

Thank you for your consideration of this testimony.

Respectfully,

/s/

Jay Fidell, President, ThinkTech Hawaii

1
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mailinglist@capitol.hawaiLgov
Wednesday, February 25, 20092:08 PM
FINTestimony
dfisherhi@gmail.com
Testimony for HB1451 on 2/26/2009 2:00:00 PM
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Testimony for FIN 2/26/2009 2:00:00 PM HB1451

Conference room: 308
Testifier position: support
Testifier will be present: No
Submitted by: David B. Fisher
Organization: Individual
Address: PO Box 792138 Paia, HI 96779
Phone: 808-269-1031
E-mail: dfisherhi@gmail.com
Submitted on: 2/25/2009

Comments:
David B. Fisher
PO Box 792138
Paia, HI 96779
808-269-1031

DATE: February 26, 2009
·IME : 2:00 p. m.

PLACE: Conference Room 308

TO: House Committee on Finance
Representative Marcus R. Oshiro, Chair
Representative Marilyn B. Lee, Vice Chair

Re: Tentative Support of HB1451 HD1

Aloha Chair, Vice Chair, and Members of the Committee,

I am strongly in support of extending Act 221/215, and support in principle the additional
safeguards that this bill will provide to improve the predictability of the amount of credits
to be claimed.

I am concerned about the details of these safeguards. The entrepreneurs and investors
involved in Act221/215 activity must be the primary people involved in designing and perhaps
implementing these safeguards so that they do not inadvertently create an additional
bureaucratic barrier to an already complicated and difficult process. In addition, if this
bill is passed, care should be taken not to present it as &quot;fixing&quot; a failed or
dangerous program since this is not true, and since past negative spin has discouraged many
entrepreneurs and investors.

Indeed, Act 221 is a great success and is something the Hawaii Legislature should be proud of
The Act 221 return on tax payer's investment is much higher than the much greater investments
;ust signed in to law last week by President Obama, which I think most agree are necessary
for our economy. Based on actual or primary data provided to and analyzed by the HI Tax
Dept. (under penalty of law), Act 221 during its first six-years provided $4.66 of benefits
for every dollar invested.* Compare this to the projected $1.59 in benefits to the economy

8
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, projected for the infrastructure components in the Federal stimulus (see Mark Zandi at
http://moodyseconomy.com).

's an economic stimulus, there is none smarter than Hawaii's eight-year old Act 221. It is
~quotjshovel ready&quotj as it encourages those who have money, to invest now in Hawaii
companies that are ready today to commit to the discipline of innovation. The State does not
start to see the cost (in the form of loss in revenue from the credits) until a year later.
Even then, this cost is spread out over five years while the companies receiving the
investment start to generate income and become self-sustaining, resulting in tax revenues
that will more than offset the credits. In the worse case, if a company fails, we still get
an immediate stimulus benefit today without having to start paying the cost for a year.

As someone who has worked in economic development the last 20 years on Mauij I can easily say
that Act 221 has had the greatest impact on quality job creation and innovation. We need to
build on our strengths and invest in the future and not feed the gloom and doom downward
spiral.

We should save and extend Act 221.

David B. Fisher
Haiku, Maui

*The HI Dept. of Taxation used primary data collected under penalty of law for their 2007 and
2008 studiesj unlike the earlier Tax Review Commission which used secondary data (U.S. Bureau
of Labor Statistics), which is frequently inaccurate for early-stage companies and, if the
wrong industry sectors or the wrong mix of industries sampled, inappropriate. The actual and
fair conclusion of the Tax Review Commission study (not to be confused with the press spin)
was that there was not accurate data. Fortunately, the HI Legislature responded to this by
'equiring and funding the Dept. of Taxation to analyze and report on the data that it
~ollects, and hence both the '07 and '08 reports.

9
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HB1451 HDl - Rdllting I'D Ta."(atio.l1

DATE: Febmal'Y 2{), 2(~J9
rIJv1E: 2: OOpm
PLACE: Confe(l'!nc.e Room 31}8

TO: House. Commitlee em Finance
Representative Marcus R. Oshiro, Chair
Reprao;entative Marilyn B. Lee, Vice Chair

FROIl·I: David G, Watumull
T1TLF.: PreS1denl and CEO
COI\·1PANY: Catdax Pharmareuticals, Inc.
RE: Te;,'1'imony in Support QfHB1451 HDI

Aloha Chair, Vicc Chair, and }".fe.mbcn: ofihe Cammitk:c,

My name rs David WatumlJlJ, CEO of C~rdaxPharmaceuticals, IllC. {"..ardax is
deVeloping a lie-II' clas~ of drog~ talvd.ing the· underlying ".ause of mo~1 chmnic diSCil.3c,
incllldi~g Ole. number one pmblem fur the Na#ve.Po1:me:::ian population: diabetes.!l1ld
he.!lrt dl~ea'Ve. Card.'IX, ilk-'Ug unth both H~wanBIOtech, from which Cardax spun c.ut,.!I1ld
Pant.hera Biapbanna, also spun out from Hawaii Biotech, wDuld not be [0 exlstenee
without Act 22 I. Combined aU ihree companies have more than 75 high paving j'obs and
bavc received more tJwn $30 million in investor funding, almaslllalfof which came frmll
outside Hll\'raii, anc! ~35 rtllJli,}n in grant funding S1nQ;; 2DI)l,

ThMk you for the opportunity '0) testify on this bill. Cmiiax Pharma".eut1c.als,
Inc, simn.g1y ~upports HBl451 HD1 and its e}ltens10n ofthe Act 221 i215 high tc<:mwk'gy
tax credits, 'TIlls is subject 1:;,1 ::;(lme technic.aJ entree.lions and darific~tiot;\...~th re>.lH;ct 1:;,)

the definitions and mechauics ofihe proposed credit c;'lps and the treattllent of "drop
dow'll slilis.idiaries~. We bdieve that IlU effcctiv(' (XXmOmlc stimufus like Act 221/2] 5 is
needed now more· tban ever. Acc.:JJ'd[tlg 10 data pubHshed by the Department. Taxation in
2008, Act 221/215 hasresulte.i1 in;

more than $ J .2 billion invested in
• lUe·ret!J;,m 333 Hawaii compmie~
• "'~l(ch h3..'c. alre-ooy spent more than $] .4 blllion in Havlaii
• have, p,\id more than $'228 million in s'i1hries' arJdjob CJJmpen.<:>acio)J ill 2D07 alone
• at a Oi.lsf (1) the f;t>te ofless than HSO mHlicllJ tx,fwe<:n 1999 and 2007,

Sincerely:.

Name: D.avj.t:J G, WatuDll1J1
T(ck,; President and CEO
C'Jmpatl~': Cardax Pharmaceulica.ls, inc.
Phone: (8('8) 457-1375
Emaif: dw,~tlll1'JIJlJ(q~!(:aJ'diL'\ ph ~rm·'I.U.lJD

,""--......1
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Attachments:

mailinglist@capitol.hawaii.gov
Wednesday, February 25,20098:09 AM
FINTestimony
strsws@mac.com
Testimony for HB1451 on 2/26/2009 2:00:00 PM
221-215 Slideshow.pdf; 221-215 Handouts.pdf

Testimony for FIN 2/26/2009 2:00:00 PM HB1451

Conference room: 308
Testifier position: comments only
Testifier will be present: Yes
Submitted by: Shan Steinmark
Organization: Strategic Transitions Research
Address: 66 Queen Street - #3501 Honolulu, HI
Phone: 8084639590
E-mail: strsws@mac.com
Submitted on: 2/25/2009

Comments:
Aloha Members of the House Finance Committee, &quotjThe answers to our problems don't lie
beyond our reach. They exist in our laboratories and universities, in our fields and our
factories, in the imaginations of our entrepreneurs and the pride of the hardest-working
people on Earth&quotj - President Barack Obama, February 24, 2009.
To effectively address the threats to people's jobs, homes &ampj &quotjsafety net&quotj we
lust (a) pursue Hawaii's strategic growth opportunities, (b) continue to build our state's

innovation pipeline of creative and useful ideas and (c) develop our local entrepreneurs and
intellectual property.
We cannot shrink our way to succeSSj rather, we must expand &ampj augment Act 221/215 - a
program that has demonstrated a 3:1 return-on-investment for Hawaii &ampj its citizens.
Mahalo,
Shan Steinmark

1



ACT 221/215
COST-BENEFIT ANALYSIS

&
RECOMMENDATIONS

for
CHANGE

Shan W. Steinmark, Ph.D.

Strategic Transitions Research

1/27/09 HI LEG. / STR 1
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BACKGROUND & DISCLOSURES

• Hawaii Science & Technology Council - Board of Directors / CEO Forum Designer

• Hawaii Angels - Executive Board, Due Diligence Shepherd & Equity-Side Investor

• Hawaii Biotech - Board Observer

• Kuehnle AgroSystems - Board of Directors

• Pipeline Micro - Former Board of Directors

• Talk-Story Productions - Former Advisor

• . Hnu Photonics, Hnu Defense, Hnu Energy - Pre-Board Advisor

• Pacific Asia Center for Entrepreneurship (Shidler College of Business) - Advisory Board

• Governor's Hawaii Innovation Council - Subcommittee on Capital Formation

• Governor's Maui Council of Advisors

• Strategic Transitions Research - Founder (1973)

• 40 Years =Consultant Enhancing Individual, Team & Organization Effectiveness

- Primarily with R&D / Growth Businesses - From Start-Ups to Fortune 500

1/27/09 HI LEG. / STR 2
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COMMON GROUND

ROLE:

-ASK TOUGH QUESTIONS

rr()

-COLLABORATE TO SOLVE PROBLEMS

ANALYZE
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LEAD, LEAD, LEAD

rr -SET DIRECTION

l' I -BUILD COALITIONS,

-MOTIVATE & INSPIRE
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COST-BENEFIT ANALYSIS for ALL

CONS CHANGEIJ~I(,

Agriculture

Real Estate

Tourism

Military

Technology

1/27/09 HI LEG. 1STR 4



CHRONIC CHALLENGE in AMERICA

JOB GROWTH
EWER / SMALLE

GROWING
SECTORS

COMPANIES
DIVISIONS

JOB LOSSES
OLDER/LARGER

DECLINING
SECTORS

COMPANIES
DIVISIONS
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TOUGH CHOICES

What Are
The Alternatives

To Improve Quality
Of Life ?

NO
CHANGES

What Are
The Alternatives

To Grow
The Economy?

1/27/09 HI LEG. 1STR 6



HOW TO SURVIVE & THRIVE

"DOWl\..T"

CONOMY

1/27/09

Regularly

Manage

Non-Performers

Aggressively

Manage

Non-Performers

HI LEG. / STR

Steadily Pursue

Strategic Growth

Opportunities

Urgently Pursue

Strategic Growth

Opportunities
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REAL $ GROWTH via INNOVATION

???'S for HAWAII AMIDST GLOBAL COMPETITION:

• HOW DO WE GROW srrARTmoUP BUSINESSES $

• HOW DO WE GROW AN INNOVATION ECONOMY?

UNIVERSAL ANSWER =

MORE / BETTER / FASTER ...

TECHNOLOGY, TALENT & CAPITAL I!!

1/27/09 HI LEG. / STR 8
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Innovation Economy - Requires "PIPELINE"
",.. ......

IMM

Wild

Crazy Lab

Ideas
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Success =Self-Sustaining GROWTH ENGINE

Rapid
Growth

Businesses
@

$10+MM
&

100+ Jobs 1

Sources =
Scientists

Technicians

Artists

Faculty

Students

Ideas

Sources =

Customers

Suppliers

Employees

Shareholders

Moms-Pops

Projects
@

1~100 K / 1 Job

Start-Up
Ventures

@

$IMM
& 10 Jobs

I
I
I
Il~ ,~~",~,",,",,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

f
I,
I
I
I,
;,
i
i
i
I
I
i
t

I,
~ I

I"'''""",,,,,,,,, ""''''w,,,'''''''''''''''' """, J

Sustainable
Multi­

Generation
Companies

@

$100+MM
&

1000+ Jobs

"

Fortune-500
Type

Corporation
& Global

Headquarters
& R&D

Center of
Excellence

@

$1+B
&

10,000+ Jobs
World-Wide

AND
$100MM
Re-Invest.
In R&D 111
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THE JOB CREATION PROCESS

MUST BUILD & SUSTAIN
INNOVATION PIPELINE
& GROWTH ENGINE! !!

MOST JOB GROWTH
OCCURS in the LATER STAGES

of INNOVATION

MOST
REAL ECONOMIC GROWTH

BEGINS WITH
INNOVATION

1/27/09 HI LEG. / STR 11



MORE-BETTER JOBS - HOW?

Build & Sustain a Full Innovation Pipeline in HI

Develop & Retain Local Creative / Tech Talent

Enhance Support for Commercialization

Provide Incentives to Attract Clean Manufacturing

evelop Strategic World-Class Centers of Excellence

1/27/09 HI LEG. / STR 12



THE VALUE of LOCAL TALENT

HIGHER

%

lower

%

HIGHER

%

lower

%

HIGHER

#'sNOW

& FUTURE

lower

#'s now

& future
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1/27/09

PEOPLE

CREATE
HIGHER-PAYING JOBS

MORE-SDSTAINABL
CAREERS

ACT 221/215
GROWTH
ENGINE

PREVENT
and/or REDUCE

the NEED for
"SAFETY NET"

HI LEG. 1STR 14



HI Strategic Growth Opportunities

J_~~<~~~~~~~~?~~o~ J~_
r TROPICAL AGRICULTURE 1
R :1

[ \, TROPICAL OCEAN-AQUACULTURE ) J

DIVERSE CULTURE / INTEGRATION / CREATIVE ARTS

( RENEWAB~E ENE~GY GENERATION· ..... J
r NATIONAL DEFENSE / SECURITY '1
! j

'---L--'-~~-~~~~;~~'J-J
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MORE-BETTER CAPITAL - HOW?

Pursue Hawaii's Strategic Growth Opportunities

Provide Better PR for Success Stories in Hawaii

Attract More Mainland / Pacific Rim VC Capital

Link to Federal "Shovel-Ready" / "Ready-to-Go"

evelop Strategic World-Class Centers of Excellence

1/27/09 HI LEG. / STR 16
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THE VALUE of LOCAL CAPITAL

HA'\iV.i\ll

.wr~rJI

f\(~rr 221/2

HAWAII

WITHOUT
Acr-r 221/215

HIGHER

$$$$$

lower

$

LOCAL

R.O.I.

HIGHER

$$$$$

lower

$

LOCAL

RE-Invest.

ENGINE

HIGHER

$$$$$

lower

$
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REVENUES - MYTHS VS. FACTS

More Cost

Less Tax Rev.

Less Cost

More Tax Rev.

Probabilities

More Benefit

More Bus. Rev.

Less Benefit

Less Bus. Rev.

NOTE: TAX REV. DEPENDENT on BUSINESS REV.

& TAX LIABILITY DEPENDENT on TAX ADVICE

1/27/09 HI LEG. / STR 18



FIXING PROBLEMS - CASE EXAMPLES

IF We Want Social Net &
More Affordable Housin

IF We Want IP / Control
For Our Own FOOD

IF We Want IP / Control
For Our Own FUEL

THEN Grow HI
,A.gri & Aqua-Culture

"',,'""X,..".",., ..",,,..,", """'''N'f'''''''--'0'-'('''1g""".'.,_~;:(,/,;Y''''''_'_''''.,_'V'

THEN Invest in HI
Renewable Energy Projects

IF We Want IP / Control
For Our Own HEALTH

IF We Want to Grow
Out of Economic Crisis

1/27/09 HI LEG. / STR 19
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NEED IP in BOTH SCIENCES & ARTS

¢-«<Ji

~'4~:#' '

/"'''Jamming'' for
( f

'~_~_nv.~~~/J

Entertaining
Games

~------
/-~ New STEM

Education

1/27/09

Creativity &
Innovation

John
Kao

Henk
Rogers

Hawaii
Keiki

u.s.
Industry

HI LEG. / STR

Renewable
Energy

20
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SUSTAINABILITY - WHEN & HOW?

and-Use tiOll

nomv
'IV

-AWAII

WI
ACr

(, 2,:2,

HAWAII

WITHOUT

ACT 221/215

1/27/09

Small Footprint
Use More

Energy Sources
Than Land

Lar2e Footprint
Lower Wages &

More Need
For Social Net

HI LEG. / STR

Local Sustainable
Technology for

Food/Fuel/Health
& Higher Wages

Much Slower
Behavior Change
& Less Progress
Toward Future

21
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LOCALIP =LOCAL ENGINE / CONTROL

·AWAII

1'1':
·C.·~l.;·' 21....•
HAWAII

WITHOUT

ACT 221/215

1/27/09

IMPORT

$$$$$$

$$$$$

$$$$$$
Others' Ideas /IP
& Technology for
Food-Fuel-Health
& Most Products

HI LEG. / STR

LOCAL Ideas / IP
& Technology for
Food-Fuel-Health
& Many Products

$$$$$$

$$$$$

$$$$$$
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CRISIS = & OPPORTUNITY

CHALLENGES:
-NATIONAL FINANCIAL CRISIS

-STATE TOURISM & BUDGET CRISES
-THREAT to LOCAL JOBS, HOMES & "SAFETY NET"

SOLUTION

-BUILD on SUCCESS

-DEVELOP LOCAL ASSETS

-USE GROWTH ENGINE

NOT
-Destroy Work-in-Progress

-Succumb to Fear
-Shrink

1/27/09 HI LEG. 1STR 23
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ACT 221/215
COST-BENEFIT ANALYSIS

&
RECOMMENDATIONS

for
CHANGE

Shan W. Steinmark, Ph.D.

Strategic Transitions Research

(

1/27/09 HI LEG. 1STR

BACKGROUND & DISCLOSURES

Hawaii Science & Technology Council - Board of Directors 1CEO Forum Designer

Hawaii Angels - Executive Board, Due Diligence Shepherd & Equity-Side Investor

Hawaii Biotech - Board Observer

Kuehnle AgroSystems - Board of Directors

Pipeline Micro - Former Board of Directors

Talk-Story Productions - Former Advisor

Hnu Photonics, Hnu Defense, Hnu Energy - Pre-Board Advisor

Pacific Asia Center for Entrepreneurship (Shidler College of Business) - Advisory Board

Governor's Hawaii Innovation Council - Subcommittee on Capital Formation

Governor's Maui Council of Advisors

Strategic Transitions Research - Founder (1973)

40 Years = Consultant Enhancing Individual, Team & Organization Effectiveness

- Primarily with R&D / Growth Businesses - From Start·Ups to Fortune 500

1/27/09 HI LEG./STR 2
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COMMON GROUND

ROLE:

"ASK QUESrrlONS

·COLLABORATE TO SOLVE PROBLEMS

ANALYZE LEAD, LEAD, LEAD

"SET DIRECTION

-BUILD COALITIONS

"MOTIVATE & INSPIRE

1/27/09 HI LEG. 1STR 3

COST-BENEFIT ANALYSIS for ALL

CONS CHANGE

Agriculture

Real Estate

Tourism

Military

Technology

1/27/09 HI LEG. 1STR 4
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CHRONIC CHALLENGE in AMERICA

.JOB LOSSES
OLDER/LARGER

DECLINING
SECTORS

COMPANIES
DIVISIONS

~~
/NEWER / SMALLER),
I GROWING
\ SECTORS

\ C.?~pANIES. )
~VISIONS /

(

1/27109 HI LEG. 1STR 5

1/27109

TOUGH CHOICES

,_,~,,..",,v,~"'""'.,,~.........,.

///... What Are '.~'....>.

/ The Alternatives'\
l j\To Improve Quality)

'''-, Of Life? ...."./........_~.,...,

HI LEG. 1STR • 6
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HOW TO SURVIVE & THRIVE

"DO\VN"
EC()N()JVIY

1/27/09

Regularly

Manage

Non-Performers

Aggressively

Manage

Non-Performers

HI LEG./STR

Steadily Pursue

Strategic Growth

Opportunities

Urgently Pursue

Strategic Growth

Opportunities

7

REAL $ GROWTH via INNOVATION

???'S for HAWAII AMIDST GLOBAL COMPETITION:

.. HOW no WE GROW START-UP HIJSINESSES '!

• HOW DO WE GROW AN INNOVATION ECONOMY?

UNIVERSAL ANSWER =
MORE I BETTER / FASTER ...

TECHNOLOGY, TALENT & CAPITAL !!!

1/27/09 HI LEG. 1STR 8
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Innovation Economy - Requires "PIPELINE"

100

Lab

10,000

1
I
1
1
1
1/

1,000 :. ,
SCIence Start-Up I Rapid 10 '--r"":=--::-n""

I Sustainable ".,-

Tech I Growth Multi-Gen. r-===~
!. Companies'B usmesses' '-__---"

Venturesl '
,u,..r., """1-,, I'

1
1
I
I
I

Wild

Ideas

IMM

Crazy

1/27/09 HI LEG./ STR 9

Success =Self-Sustaining GROWTH ENGINE

Sources == Fortune-SOO
I TypeScientists I
I

""A"""A_'~».."".<,,,.,..,, Corporation
Technicians V

I & Global
Artists I Sustainable Headquarters
Faculty I Rapid Multi- &R&D

Start-Up I Growth Generation Center ofStudents ,
Projects Ventures I Businesses Companies Excellence

! i
Ideas @ @ I @ @ @

)1' K /1 Job $1 MM ! $1O+MM $100+MM $1+ B
Sources == I

& 10 Jobs i & & &
Customers i 100+ Jobs! 1000+ Jobs 110,000+ JobsI
Suppliers j !! World-Wide

!
Employees I. AND

I' '''~_~'w~,_,~__'wu_~,,__'''_/

$100MMShareholders 1
I Re-Invest.

Moms-Pops In R&D I!!

1/27/09 HI LEG./ STR 10
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THE JOB CREATION PROCESS

MUST BUILD & SUSTAIN
INNOVATION PIPELINE
& GROWTH ENGINE!!!

MOST
REAL ECONOMIC GROWTH

BEGINS WITH
INNOVATION

1/27/09 HI LEG./ STR 11

MORE-BETTER JOBS - HOW?

Build & Sustain a Full Innovation Pipeline in HI

Develop & Retain Local Creative I Tech Talent

Enhance Support for Commercialization
....m~.·'~"_·'m~w_·'_·'A"'w.wmm~~=~V/~·,w.-,,~·_'''um,·~·.'''__W~_~N~"·"_v,m'="w~,~'__"_'~Cv_'~~~"~·'_W,vNN, ...wA·mAVH'~" ~~'_V~VAV",_""mm~,~~"m'_~N~_~~_'WN __=V~-'-'h: i -'_0,.",,,-, _'''v"

Provide Incentives to Attract Clean Manufacturing:~:=::

evelop Strategic World-Class Centers of Excellenc

1/27/09 HI LEG./ STR 12
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THE VALUE of LOCAL TALENT

LOCAL
1;()CA LOCAL

IffH'ntors
!\'hmagers Ernployecs

(lwners

HIGHER
HIGHER HIGHER

\\'11'11 D's NOW
ACT 221/215

% %
& FUTURE

HAW/\II lower
lower lower

\VITHOUT D's now
ACT 221/215

% %
& future

(

1/27/09

EVELOP&
RETAIN KEIKI

and/or
HELP

KAMA'AINA
RETURN

1/27/09

HI LEG. / STR

PEOPLE

HI LEG. / STR
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HI Strategic Growth Opportunities

[ ~ROPICAL BIG·TECH
/~WM'W ..•w. wm"",.,~"W""'"'''''''''''''''W'''''''''''''''''''''""''''''''''''''''''''''''''''''''''''

TROPICAL AGRICULTURE

[ TROPICAL OCEAN·AQUACULTURE

DIVERSE CULTURE / INTEGRATION / CREATIVE ARTS

[ RENEWABLE ENERGY GENERATION J

NATIONAL DEFENSE / SECURITY

"'''''r"""~;~;~~~~~~~~~~~;~,,,w''''''J''''w

1/27/09 HI LEG, 1STR 15

MORE-BETTER CAPITAL - HOW?

Pursue Hawaii's Strategic Growth Opportunities

Provide Better PR for Success Stories in Hawaii

Attract More Mainland / Pacific Rim VC Capital

Link to Federal "Shovel-Ready" / "Ready-to-Go"

evelop Strategic World-Class Centers of Excellenc

1/27109 HI LEG, ISTR 16
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THE VALUE of LOCAL CAPITAL

liOC,\'L LOCAL
LOCAL

RE-Invest.
'\estUrent R.O.I.

ENGINE

VVI'IB
HIGHER HIGHER HIGHER

$$$$$ $$$$$
}"CT 221/215

$$$$$

HAWAII lower lower lower
\VITHOUT

$ $ $
ACT 221/215

1/27109 HILEG,/STR

REVENUES - MYTHS VS. FACTS

17

Probabilities

J~XP,ANn More Cost More Benefit

ACT 221/215 Less Tax Rev. More Bus. Rev.

SHRINK Less Cost Less Benefit

ACT 221/215 More Tax Rev. Less Bus. Rev.

NOTE: TAX REV. DEPENDENT on BUSINESS REV.

& TAX LIABILITY DEPENDENT on TAX ADVICE

1/27/09 HI LEG, 1 STR 18
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FIXING PROBLEMS· CASE EXAMPLES

IF We Want Social Net &U
More Affordable Housin

IF We Want IP / Control
For Our Own FOOD

IF We Want IP / Control
For Our Own FUEL

IF We Want IP / Control
For Our Own HEALTH

IF We Want to Grow
Out of Economic Crisis

THEN Increase HI
High $ Technology Jobs

THEN Grow HI
& Aqua-Culture",///

""",._",.,,,.u

THEN Invest in HI
Renewable Energy Projects

THEN Expand 221/21
to Clean Manufacturin

1/27/09 HI LEG, 1STR 19

NEED IP in BOTH SCIENCES & ARTS

Left Brain
Contributions

//""j;';';i~~;;'f~r'"
'" ..!ech Inventor~,//

'V~W'_V~~""""~'" ,_,o~.",.w.m,'.d"~

Entertaining
Games

New STEM
Education

WWLeader
In High-Tech

1/27/09

Creativity &
Innovation

John
Kao

Henk
Rogers

Hawaii
Keiki

U.S.
Industry

HI LEG, ISTR

./··"j;~ming"f~r""
Musicians ,

,.,.-eN
''''''''

Renewable
Energy

//""C';';;ti;~'A;t;"'\
Traditions.' /

20
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SUSTAINABILITY· WHEN & HOW?

(

HAWAII

'VITHOUT

ACT 221/215

1/27/09

L·and=lJse

Small Footprint
Use More

Energy Sources
Than Land

Large Footprint
Lower Wages &

More Need
For Social Net

HI LEG, / STR

Local Sustainable
Technology for

FoodlFuel/Health
& Higher Wages

Much Slower
Behavior Change
& Less Progress
Toward Future

21

LOCAL IP =LOCAL ENGINE / CONTROL

IMPORT B:'.~XP()·.

HA\VA1I $$$$$$ LOCAL Ideas / IP

\\111'.11 $$$$$ & Technology for
Food-Fuel-Health

ACT 22l!215 $$$$$$ & Many Products

HA\VAH Others' Ideas / IP $$$$$$

\VITHOUT
& Technology for

$$$$$Food-Fuel-Health
ACT 221/215 & Most Products $$$$$$

1/27/09 HI LEG, / STR 22
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CRISIS =DANGE,R & OPPORTUNITY

CHALLENGES:
-NATIONAL FINANCIAL CRISIS

-STATE TOURISM & BUDGET CRISES
-THREAT to LOCAL JOBS, HOMES & "SAFETY NET"

SOLUTION

-BUILD on SUCCESS

I-DEVELOP LOCAL ASSETS

-USE GROWTH ENGINE

NOT
-Destroy Work-in-Progress

-Succumb to Fear
-Shrink

1/27/09

(

<-...._----------
HI LEG./ STR 23

I ST

All,
.,-

1/27/09 HI LEG./STR 24
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Hawaii State legislature
State Capital
Honolulu, Hawaii 96813

Testimony on
H.B. NO. 1451

House Committee on Finance

February 26, 2009, Conference Room 308

Mr. Chairman & Members of the Committee, my name is Pono Shim, I am the
Kahu of Enterprise Honolulu, the Oahu Economic Development Board.

Enterprise Honolulu supports the intent of HB 1451 with cautions.

I, like most people involved in this discussion truly love Hawaii and our people
and that affinity drives us to make positive decisions for our home and people.
One of the fundamental philosophies I carry for economic, social, and
educational prosperity is to reverse something that I believe we have gotten very
good at doing and that is importing expertise and exporting monies. One of the
most polarizing examples of this was the UH Logo fiasco where we exported tens
of thousands of dollars to Michigan to import what an expert believed needed to
be our logo.

A few weeks ago I took the initiative to spend 3 hours in one night, taking Act 221
apart. I'm no expert in taxes or accounting but rather look at things in a holistic
manner and for the intent of legislation and the process. I looked as thorough as
I could and what I discovered was that this is an incredible work of art. It isn't
perfect and in my humble opinion certainly could use some adjustments but this
is a tool that certainly encourages importing monies and exporting expertise. In
its' intent I found that this Act supports the opportunities for our children to be
involved in jobs that otherwise would not be available, learn, develop their gifts,
and create new technologies and solutions.

Another core belief that I have is; we have among the most innovative, creative,
and dynamic children in the world and that we, the current stewards of Hawaii,
must create the opportunities for them to fulfill their destinies. Act 221 facilitates
these opportunities. In 1978, the New Zealand Parliament came together with the
different groups of the country to establish the New Zealand Film Industry Act of
1978 and their purpose was to build opportunities to tell their stories in film. They
didn't necessarily know what they were doing but none the less they charted a
course and got committed to the struggle. They tied the Act to the Arts because
there was no film council established and had to put it somewhere.



It took nearly a quarter of a century, 25 years, and in 2003 the country of New
Zealand realized their destiny with the release of "The Lord of the Rings, Return
of the King." In their first 70 years they produced 20 films, in the last 30 they've
produced over 200. They have produced 4 of the top grossing films in history.
They are the world leader in many film technologies and their success has
boosted their, economy, visitor industry, education system, etc. People from all
over the world are relying on the New Zealand film industry for technology and
they did it in a very cultural and environmental sensitive manner. What would
have happened if they ended it after 5 years because it wasn't working the way
they thought it should? I believe they, like most successful groups had to
continue to go back to their intent and make honest corrections not just
criticisms.

I believe that we in Hawaii are currently running a parallel track. We are at a
precipice where we have opportunities to fulfill an incredible destiny and we have
already started with different pieces. Act 221 is definitely an integral part of that
component and it needs to be tweaked and worked on to insure our long term
objectives and compliance, but it certainly should not end but rather be renewed.

Mahalo for your consideration,

Pono Shim, VP - Kahu
Enterprise Honolulu, the Oahu Economic Development


