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This measure prohibits recipients of federal grants from qualifying for
state tax credits.

The Department of Taxation (Department) generally supports this
measure. However it is unclear what is included in the definition of "federal
moneys."

INELIGIBILITY FOR CREDITS PAID WITH GOVERNMENT MONEY—
The Department supports the proposal to preciude the use of government
grants from being used to also qualify for tax credits. The Department
believes this bill represents good general tax policy. A person should not be
allowed to "double dip" benefits by being subsidized by the federal government
on one hand and then leveraging that subsidy for further tax benefits.

NEED FOR CLARIFICATION—The Department requests clarification on
whether the receipt of federal grants should bar a taxpayer from receiving any
State tax credit, or only the portion of a State tax credit that resuits from the
use or expenditure of the federal grant or monies. [fitis the latter (as appears
to be the intent), the Department suggests the following language:
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§235- _ Tax credits; ineligibility. Notwithstanding any law to ihe
contrary, to the exient a taxpayer or recipient receives a federal grant or
moneys, and to the extent the expenditure of such federal grant or
moneys results in the eligibility to claim any tax credit under this chapter,
no tax credit under this chapter shall be aliowed to the exient that the
expenditure was paid with the federal grant or moneys.

DEFINITION OF "MONEYS"” - The Department also requests
clarification on what is meant by "federal moneys."
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SUBJECT: INCOME, Ineligibility to claim state income tax credits
BILL NUMBER: HB 529
INTRODUCED BY: Yamashita, Chong, Choy

BRIEF SUMMARY: Adds a new section to HRS chapter 235 to provide that a taxpayer or recipient of a
federal grant or moneys shall not be eligible to claim any state income tax credit if eligibility to claim the
tax credit is met through receipt of the federal grant or moneys.

EFFECTIVE DATE: Tax years beginning after December 31, 2010

EFFECTIVE DATE: This measure proposes that a taxpayer receiving any grants or moneys from the
federal government shall not be eligible for any state income tax credits if the taxpayer became eligible
for the state income tax credits by receiving a federal grant or moneys. Since there are no qualifying
provisions or restrictions, it is questionable whether a taxpayer who is a developer of affordable housing
receiving federal stimulus funds may qualify for the state’s compliment of the low-income housing tax
credit. The developer may indeed need those credits to round out the financing of the affordable housing
project.

Obviously this was not the intent of this proposal to deny a state tax credit - in this case the low-income
housing tax credit - solely because a federal grant was received for an affordable housing development.
This point has been made previously by the Realtors and private developers. On the other hand,
understanding perhaps the introducer’s intent of not wanting the state to subsidize an activity that has
already benefitted from a federal grant, consideration should be given to enumerating those state initiated
tax credits that would then fall under this proposed prohibition. That way it would be clearer to the
taxpayers which credits would be null and void should a federal grant or subsidy be used to qualify for
the state tax credit.

Digested 2/14/11
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TESTIMONY IN STRONG OPPOSITION
Aloha Chair Oshiro, Vice Chair Lee, and Members of the Committee:

HSEA strongly opposes this measure in its current form because it would, perhaps
inadvertently, disqualify most commercial solar projects from qualifying for the state’s
Renewable Energy Technologies Income Tax Credit (RETITC) available under HRS
§235-12.5.

This is the case because, as a stimulus measure, the federal government has made its
own business tax credit for solar investments available as a grant for projects started
during the 2008-2011 tax years. That is, for projects begun or placed in service in these
years, the tax filer has the option of taking a federal tax credit or, instead, electing to
take a grant. In either case this federal incentive is worth 30 percent of the project’s
installed cost. '

The federal government made the grant option available in order to continue its support
renewable energy during a period when the overall economy was struggling. The
federal government recognized that a tax credit used 1o offset taxes on business
earnings would provide only a weak stimulus during a period of low and/or negative
profitability for most firms.

Because of conditions in the broader economy, most commercial solar projects today
elect to use the grant option, As a result, if HB529 passes in its current form, the market
for commercial solar projects will drastically contract. Included in this contraction will
be the State’s own projects on the DOTA, DOE, Community Colleges, along with other
federal and county level projects.

In shdrt, the passage of HB529 in its current form will have a major and unambiguously
negative impact on Hawaii’s solar industry and on its commercial clients —- the small and
medium sized businesses that are critical to Hawaii's economy.

HSEA has attached an alternative to the current language which would, rather than
disqualify all projects receiving federal grants from receiving state credits, (1) reduce the
basis used to calcuiate the state credit by the amount of any federal grant received but
(2) exempt grants offered in lieu of credits (as opposed to standard grants} from this
provision. HSEA believes that this revision, while more modest, is an appropriate
response to the issues involved, while avoiding any unintended industry-wide
consequences.

Thank you for the opportunity to testify on this measure.

Mark Duda
President, Hawaii Solar Energy Association

P.0. Box 37070 | Honolulu, Hawaii 96837 | www.hsea.org



About Hawaii Solar Energy Association

Hawaii Solar Energy Association (HSEA) is comprised of installers, distributors,
manufacturers and financers of solar energy systems, both hot water and PV, most of
which are Hawaii based, owned and operated. Our primary goals are: (1) to further solar
energy and related arts, sciences and technologies with concern for the ecologic, social
and economic fabric of the area; (2) to encourage the widespread utilization of solar
equipment as a means of lowering the cost of energy to the American public, to help
stabilize our economy, to develop independence from fossil fuel and thereby reduce
carbon emissions that contribute to climate change; (3) to establish, foster and advance
the usefulness of the members, and their various products and services relafed to the
economic applications of the conversion of solar energy for various useful purposes;
and (4) to cooperate in, and contribute toward, the enhancement of widespread
understanding of the various applications of solar energy conversion in order to increase
their usefulness to society.



HB529: PROPOSED ALTERNATE LANGUAGE

SECTION 1. Chapter 235, Hawaili Revised Statutes, 1is
amended by adding a new section to be appropriately
designated and to read as follows:

"§235- Tax credits; ineligibility.

Notwithstanding any law to the contrary, the basis for

calculating the amount of any Hawall tax credit available

under this section shall be reduced by the amount of any

federal grant received, provided that grants received in

lieu of a federal tax credit are exempted from this

restriction."”

SECTIOﬁ 2. This Act does not affect rights and duties
that matured, penalties that were incurred, and proceedings
that were begun, before its effective date.

SECTION 3. New statutory material is underscored.

SECTION 4. This Act shall take effect upon its
approval and shall apply to taxable years beginning after

December 31, 2011.

INTRODUCED BY:




Report Title:
Tax Credits

Description: _
Reduces the basis for calculating Hawaii tax credits
available under Section 235 by the amount of any federal

grants received; exempts grants elected in lieu of tax
credits from this provision. '
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February 14, 2011

Hawaii State Legislature
Honolulu, HI 96813

To whom it may concern:

T am writing to you to express my strong opposition to HB 529 which
seeks to prohibit recipients of federal monies from receiving State tax
credits. This bill is extremely broad and will ensnare a huge number of
individuals and organizations in the State of Hawaii that receive federal
monies. It will further prevent almost all R&D credit opportunities in the
State as almost all R&D conducted in Hawaii is through Federal monies,
typically involving a highly competitive process (i.e. it is NOT a double

dip)..

This bill would literally stop broad sectors of R&D activities in the State
by removing the very incentives the State is working so hard in achieving
R&D activity here. R&D wark is critical to the future growth in Hawaii
industry and education and should be supported not dampened or
eliminated as this bill would do.

Please feel free to contact me at any time if you have other questions or
comments.

Sincerely,

- VoLl
Rick E. Holasek, Ph.D,“~———
President and CEO
NowvaSol
1001 Bishop Street, Suite 2950
Honolulu, HI 96813
(808) 441-3666
rick@nova-sol.com




TESTIMONY TO THE HOUSE COMMITTEE ON FINANCE
TUESDAY, FEBRUARY 15,2011 AT 3:30 P.M.

Conference Room 308, State Capitol
Agenda #3

RE: HOUSE BILL NO. 529 RELATING TO TAXATION

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

Pukoa Scientific strongly opposes HB 529 relating to Taxation. Although we are concerned
about the broad impact of this bill, this testimony specifically addresses the impact on the
research and development industry (R&D).

Thank you for the opportunity to testify on this bill. Pukoa Scientific strongly opposes HB529

Federal research and development support plays a critical role in growing Hawaii’s science and
tech sectors with support coming from a range of Federal sources including the Department of
Defense, NIH, NSF, Department of Energy, Homeland Security, and the Department of
Agriculture. However, federal funds are restricted to only research and development activities
and may not be used for commercialization. Through leveraging of federal funds the state
receives a greater return on investment when companies are able to accelerate commercialization
through use of complementary and unrestricted R&D tax credits. This proposed Bill will
eliminate the ability for the largest research and experimentation sector in Hawaii to qualify for
the benefits under HRS Chapter 235 and eviscerate the entire purpose and intent of the R&D tax
credit. Finally, the language of the bill is vague and confusing and may have unintended
consequences which negatively impact the growth of Hawaii’s tech companies. Therefore, we
strongly oppose this bill.

Pukoa Scientific is a 9 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.

Sincerely,
/s/James P. Karins
James P. Karins

President and CEO
Pukoa Scientific
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INQUSTRY

Written Statement of
IAN KITAJIMA
CONVENER
Hawaii Dual Use Industry
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Support of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: lan Kitajima, Convener.

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research, as millions more flow into the economy that don't

qualify but still benefit Hawaii.

Hawaii’s dual use companies compete nationally for federal funding to conduct advance
research and development (R&D) from Kona on the Big Island to Waimea on Kauai. On
average, companies write ten proposals to win one project. But during the last two years,
federal funding is down, and the competition is up. This has reduced the incentive for
Hawaii’s Dual use companies to bear the risk and expense to compete for federal
funding.

By supporting this bill, you will further reduce the incentive to compete for federal work,
which works counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to
Hawaii, but you will also affect industry support of STEM education and outreach,
because companies will have to cut back on staff and resources.

The Dual Use Industry and its companies are major STEM contributors from BAE
Systems’ Statewide sponsorship of FIRST Robotics and the dozens of smaller
companies acting as robotics mentors and judges, to hosting visits from schools, to
providing valuable internships for Hawaii kids to work on advance research that rivals
anything on the mainland.

We are exciting Hawaii kids to become the next great scientists and engineers, but
where will they go, who will they work for when there is no industry because of this bili?

m
Testimony in Opposition of HB529 Page 1



A few additional points to consider:

» The bill may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, atfract outside
capital (Federal, Private, efc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

+ The federal tax code IRC.41(d) already limits R&D tax credits to research that is
both unfunded and has inteltectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

¢ Companies have used the State R&D tax credit to fund the startup of new
companies - Fatigue Science [Archineotics], Hoana Medical & Nanopoint
[Oceanit], Action Packed Networks [Referential.

» Companies have used the State R&D tax credit to fund internal R&D efforts.
Oceanit's internal R&D fund which is funded by the R&D credit has a 70%
success rate for projects that go on and win Federal funding.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of Hawaii’s technology industry.

Sincerely, lan Kitajima

m
Testimeny in Opposition of HB529 Page 2
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innavation through engineering & sclentific excellence

Written Statement of
-+ Curt Leonard
Project Manager
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Curt Leonard, Project Manager

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in oppositior: of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
{R&D) in Hawaii, For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
fast two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but

. you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research, as millions more flow into the economy that don't
qualify but still benefit Hawaii.

At Oceanit, we regularly employ over a dozen summer interns, host labs and facilities
tours for public and charter school kids, mentor and judge robotics programs throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women in
Technology program, and so on. For the last three years, we have produced over 130
episodes of “Weird Science with Dr. V* every Tuesday morning on Hawaii News Now.
These programs are supported in part by the State’s R&D tax credit, which this bill would
negate.

We are exciting Hawalii kids to become scientists and engineers, but where will they go,
who will they work for when there is no industry because of this bill?

Oceanit Center 828 Fort Street Mall, Sulte 600 Honoluly, Hawaii 568I3 Phons 808.531.3017 Fax: 8085313177
www.oceanlt.com



A few additional points to consider:

» The bill may affect anyone recelvmg Federai funding.

» The purpose of a State R&D tax credit is to ‘share the risks and rewards by
creating an incentive for companles to setup or stay in a region, aftract outside
capital (Federal, Private, etc), and for these.companies to build valuable
enterprises that become £CONOIIC engines of prosperity.

* The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights: Thus only research that has
risk to the company can be claimed for tax credits. ThiS bill could create
confusion with already defined restrtctlons -

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology.industry. ,

Sincerely,
Vi (EoN AT
Curt Teorard

Project Manager

590 Lipoa Parkway, Suite 159
Kihei, HI 96753 '
808-875-2385

oceanik.
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innovatien through enginesring b scientiic excellence

Written Statement of
Dr. Edward A. Pier
Senior Scientist
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Dr. Edward A. Pier, Senior Scientist

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii.
You will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets ah injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research, as mllllons more flow mto the economy that don't
qualify but stlll beneft Hawaii L

Technoiogy program, and so on. For the last three years, we have produced over 130:
episodes of "Welrd Science with.Dr. V" every Tuesday morning on Hawau News Now ’

‘Hawaii 96813 Phone: BOSS3120I7  Fax: BOBE3LBY



A few additional points to consider:

e The bill may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

» The federal tax code IRC 41(d) aiready limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

TR

Edward A. Pier
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innovation through shgincering & scientific sxeellence

Written Statement of
Dr. Ryan Miyamoto
Sr. RF Research Engineer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Dr. Ryan Miyamoto, Sr. RF Research Engineer

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawail. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research, as millions more flow into the economy that dorn't
qualify but Stl“ beneﬂt Hawaiiz

At Qceanit, we regularly employ over a dozen summer interns; Host Iabs and f_acuhtles
-tours for public and charter school kids, mentor and judge robotics programs th
Hawaii, raise money for education programs on Maui and Kauai, support the' Wq
Technology program, and so on. For the last three years, we have produced over 130-
episodes of “Weird Smence with D

ill they go,

fufts, Hawail 96812 Phone SOSSHLI0N  Fax, 8085313
wwwoceanltcom -




A few additional points to consider:

» The bill may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

» The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,
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Written Statement of
Scoit Otake
Electrical Engineer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Scott Otake, Electrical Engineer

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Cqmmittee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
i compete nationally for federal funding to conduct advance research and development

( (R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research, as millions more flow into the economy that don’t
qualify but stlll benef t Hawai: |

At Oceanit; we regularly employ over a dozen summer interns;- host Iabs and facilities

“tours for public and charter school kids, mentor and judge robotics programs. throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Wom
Technology program, and so on. For the last three years, we have produced over 13
episodes of "Weird Science with D - every Tuesday morning on Hawaii News Now.
These programs are. suppo R&D tax credit, which this bill would

Ceanit Center

s Hawaii 36812 Phong 8085313017 Faxe 803.53!
un'vwoceanit.ccm




A few additional points to consider:

¢ The bill may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

¢ The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

Scott Otake
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innovation theough engingering & scientific exclence

Written Statement of
Zubin Menon
Special Projects
. Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308

IN OPPOSITION OF

HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Commitiee

From: Zubin Menon, Speciai.Projects

Re: Testimony in Opposition of HB529 .

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB 529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advanced research and development
(R&D) in Hawai'i. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the last
two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawai‘i companies to bear the risk and expense to compete
for these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawai'i Fair Share Initiative” to bring more Federal funding to Hawai‘, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 millioriinto-the economy before one doliar of credits is claimed,
and that's.only for quialified research, as millionis more flow: m' )

_qualify but still benefit Hawai'i. o

tours for public and charter school kids, mentor and judge robotics programs thfo'ilgﬁotjt
Hawai'i, raise money for.education programs on Maul and Kauai, support the Women in
re h

www.oceanitcom



We are encouraging Hawai'i kids to become scientists and engineers, but where will
they go and who will they work for when there is no industry because of this bill?

A few additional points to consider:

s The bill may affect anyone receiving Federal funding,

¢ The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to set up or stay in a region, attract outside
capital (Federal, Private, etc.), and for these companies to build valuable
enterprises that become economic engines of prosperity. _

» The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB 529 and appreciate your continued
support of the technology industry.

Sincerely,

Zubin Menon
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Written Statement of
Paul Pernambuco-Wise
Chiet Scientist
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011

3:30 PM

State Capitol, Conference Room 308
In Support of

HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Dr. Paul Pernambuco-Wise, Chief Scientist

Re: Testimony in Opposition of HB529 .

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support stafi. We
' compete nationally for federal funding to conduct advance research and development

( (R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research, as millions more flow into the economy that don't
qualify but stlll beneflt Hawaii.: :

At Oceanit; we regularfy employ over a dozen summer interns; Host | labs and facilities
- tours for publlc and charter school kids, mentor and judge robotics § programs, throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Wanien i
Technology pregram, and so on. For the last three years, we have produced over 130 ;
eplsodes of Welrd Science. wﬁh.D -every Tuesday mornmg on Hawau News Now.

- Oceanit Center ’

www oceanitcom



A few additional points to consider:

* The bill may affect anyone receiving Federal funding.

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, atiract outside
capital (Federal, Private, etc}, and for these companies to build valuable
enterprises that become economic engines of prosperity.

* The federal tax code |IRC 41(d) aiready limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

Paul Pernambuco-Wise Ph.D




oceanit.

innovation through engineering & scientific excdiance

Written Statement of
Frank M Price, Il
Laser / LIDAR / Optical Engineer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO:; Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Frank M Price, Ill, Laser/LIDAR/Optical Engineer

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources,

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research as m:lllons more ﬂow into the economy that don't
qualify but still benefit Hawau ' X C R

At Oceanit, we regularly employ overa dozen summer 1nterns host Iabs and facilities
tours for public and charter school kids, mentor and judge robotics programs throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women'in. j
Technology program, and so on. For the last three years, we have produced over 130 - '
episodes of “Weird Science with Dr. V" every Tuesday morning on Hawaii News Now., S
These programs are supported m part by the State § R&D tax credlt which this bill would

_ negate ; ‘ T

: '_ '3'::} We are excmng Hawau kldS to become 50|ent|sts and engineers hut where WI|| they go,
'.'who wrll they work for when there |s no mdustry because of thls blll’?

Oceamt {enter 828 Fox't S’wee& ﬁﬁaﬁ Su;fe SGO Honoiulu Hawau 68 Phone S80B.53L3017 Fax 808 2531 Z-.'ﬁ??’ :
RO wwoceanitcom S




A few additional points to consider:

* The bill may affect anyone receiving Federal funding.

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

* The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

Frank M Price, lI

Laser/LIDAR/Optical Engineer

- ocearnit.




oceanit.

innavation through enginsering & scientific excellence

Written Statement of
Michael Ching
Engineer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

Frrom: Michael Ching, Engineer

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&DY) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research as mllllons more flow into the economy that don’t
qualify but stlll beneﬁt Hawaii.: : .

At Oceanit, we regularly employ over a dozen summer in

Technology program, and so on. For the last three years, we have produced over 130
episodes of “Weird Science with.Dr. V" every Tuesday morning on Hawaii News Now.

: www.oceanitcom



A few additional points to consider:

» The bill may affect anyone receiving Federal funding.

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

* The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,
Michael Ching




oceanit

innovation through engineering & scientific excellence

Written Statement of
CRIS TAKUSHI
SENIOR CIVIL ENGINEER
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011 .
3:30 PM
State Capitol, Conference Room 308
in Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshire, Vice Chair Lee, and Members of the Committee
From: Cris Takushi, Senior Civil Engineer

Re: Testimony in Opposition of HB529
Honorable Chair, Vice-Chair and Committee Members:
Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 180 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research, as millions more flow into the economy that don't
qualify but still benefit Hawaii.

At Oceanit, we regularly employ over a dozen summer interris, host labs and facilities
tours for public and charter school kids, mentor and judge robotics programs throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women in
Technology program, and so on. For the last three years, we have produced over 130
episodes of *"Weird Science with Dr. V* every Tuesday morning on Hawaii News Now.
These programs are supported in part by the State's R&D tax credit, which this bill would

negate.

We are exciting | Hawau kids to become scientists and englneers but where will they go,
. who' WI|| they work for ‘when there IS no mdustry because of th;s blil’?

" Oceanit Center BE8 Fort Strcet Mali, Sultc 500 Hono[ulu Hawali 968!3 Phom: BOBS53L30I7 Fax: 308.531, 3!77
www.oceanit.com ’






A few additional points to consider:

e The hill may affect anyone receiving Federal funding.

e The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

e The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

Cus, T adbislan

ocearnt
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Inrovation theoigh engineering & stentific excellente

Written Statement of
Scott R. Gregory
Program Manager

Oceanit

hefare the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Scott R. Gregory

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in oppositicn of HB529.

(" Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development

(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s oniy for qualified research, as: m1|hons more flow into.the economy that don't
quallfy but still benefit Hawaii. : y

At Oceanlt we regularly employ over a dozen summer interns, host labs af facmtles:a.e“
tours for public and charter school kids, mentor and judge robotics programs through .
Hawaii, raise money for education programs on Maui and Kauai, support the Womeh;ln '
Technology program, st three years, we have produced over 130
iE ' esday morning on Hawaii News Now.
te edit; which this bill would

Wil Hawail SEBIB Phone: BOBSBII0IY  Fax BOBES!
www.oceaniteom i

Gceanit Center




A few additional points to consider:;

* The bill may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, atiract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

¢ The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

Scott
Gregory

{, Digitally signed by Scott Gregary
1 D: e=US, o=l\5, Government,
ou=ECA, cu=VeriSign, in¢.,
Dceanit Laboratories, Inc,
cott Gregory

Date: 2011.02.5 09:21:54 -10'00"
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InmovaHon Hheough englieering & scienlifc siceliare

Written Statement of
Jonathan Levy
Geographic Information Systems Analyst
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30PM
State Capitol, Conference Room 308

- In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: INSERT YOUR NAME HERE, YOUR TITLE '

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,

and that's only for qualified research, as millions more flow into the economy that don'’t

qualify but still benefit Hawail; - - wxioroh L ‘

At Qceanit. e regularly employ over a dozen summer interns. -
tours for public and charter school kids, mentor and judge robotics prograr
Hawail, raise money for education programs on Maui and Kauai, support thé W

Technology program, and so on. For the last three years, we have produced over 130 o
episodes of “Weird Science with Dr. V" every Tuesday moming on Hawaii News Now.
These programs aré supported.in part by the State's R&D tax credit, which this bill would

entisis and enginsers, biit whers il they go,
iy Becaise oS bil7. . -

Greanlt Conter BEE Fort Street Mall Suite 600 Honéfulu. Hawall SEBI3 Phons: BORSSLION  Fax BOEE 377
www.oceanit.com .




A few additional points to consider:

» The bill may affect anyone receiving Federal funding.
» The purpose of a State R&D tax credit is to share the risks and rewards by
- creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

* The federal tax code IRC 41(d} already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

- We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

oceanit.
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irmovation through enginsering & sclentific excellence

Written Statement of
MISIPATI S. MULIPOLA
ACCOUNTANT
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: MISIPATI S. MULIPOLA, ACCOUNTANT

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
’ compete nationally for federal funding to conduct advance research and development

( (R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is ciaimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research, as mtlllons more flow into the economy that don’t
qualify but stlll benefit Hawau v

At Oceanit, we regulariy employ over a dozen summer mierns 'Iabs and facilities
tours for publlc and charter school kids, mentor and judge robotics programs- throughout
Hawaii, raise money for education programs on Maui and Kauai, support the'Wome
Technology program, and so on. For the last three years, we have produced over 130
episodes of ‘Welrd Scu—:-nce with Dr.. V" every_Tuesday morning on Hawaii News Now, ==
's'R&D:tax credit, which this bill would

‘Oceanit Center

2IHHTR Hawais 8‘58!3 Phone: 8085313017 Fu'BG&SBIBI‘?‘?
'wwwaceamtcom -




A few additional poinis to consider:

* The bill may affect anyone receiving Federal funding.

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, eic}, and for these companies to build valuable
enterprises that become economic engines of prosperity.

* The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.




oceanit.

innavation through engineering & selentific excellence

Written Statement of
Sophie Isobe
Corporate Office Manager
Oceanit
beforethe
HOUSE COMMITTEE ON FINANCE
February 15; 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Sophie Isobe, Corporate Office Manager

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
' compete nationally for federal funding to conduct advance research and development

( (R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that s onIy for quahfled research as millions more flow into the economy that don't

At Oceanit, we regularly employ over a dozen summer interns; host Iabs and facilities

tours for publlc and charter school kids, mentor and judge robotics programs: throughout
Hawaii, raise money for education programs on Maui and Kauai, support the: Wom }in
Technology program, and so on. For the last three years, we have produced over 130
episodes of “Welrd S

ncIuFu Hawait 96813 Phone BOBS3L3I0GI7  Fax BOBSBEBI‘J‘?
www.ocsanit.com

& Fort Street Mall, Suite

Qceanit Center ; B




A few additional points to consider:

« The bill may affect anyone receiving Federal funding.

* The purpose of a State R&D tax credit is fo share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

* The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk fo the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,




oceanit.

Trnovation through enginsering & acientifis exeellenge

Written Statement of
Edmund Dana
Sr. Database Architect
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: INSERT YOUR NAME HERE, YOUR TITLE

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Commiitee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
‘ compete nationally for federal funding to conduct advance research and development

( (R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “*Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research as millions more row into the economy that don’t
qualify but stlll benefit Hawaii:: ‘

At Oceanit, we regularly employ over a dozen summer interns; host Iabs and facilities

tours for public and charter school kids, mentor and judge robotics’ programs throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women N -
Technology program, and so on. For the last three years, we have produced over 130:
episodes of “Weird Science with Dr. V”_ every Tu_esday mornlng on Hawaii News Now.

) 'Z.wwwoceanit.com



A few additional points to consider:

e The bill may affect anyone receiving Federatl funding.

e The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

» The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

{. Digilally signed by Edmund Dana
m 4 DN:CN = Edmund Dana, € =
Ed U n d 4, U8, 0 = U.5. Government, OU =
e 31
Dana . ?;?(5'““'02'15 08:31:52 -
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Innpvation through snneering & sclentific excellence

Written Statement of
Karlton Kau
Administrative Assistant
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: INSERT YOUR NAME HERE, YOUR TITLE

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We

( compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research as mllllons more f[ow into the economy that don’t
quaiify but stlll beneft Hawau G : -

At Oceanlt we regularly employ overa dozen summer mterns host bs and facilities

tours for public and charter school kids, mentor and judge robotics programs throughout ‘
Hawaii, raise money for education programs on Maui and Kauai, support the Women i
Technology program, and so on. For the last three years, we have produced over 13
episades of “Weird Science with Dr. V" every Tuesday moming on Hawaii News Now. - -
These‘ programs are supported" part by the State’s R&D tax c:redlt which this bill would

‘Oeeanit Center 828 Fort Stréct Ma )
L Wiwivoceanitcom



A few additional points to consider:

* The bill may affect anyone receiving Federal funding.

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, atiract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

» The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly ui’ge you to voife in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

Karlion Kau

Administrative Assistant
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innovation theotgh engineering & scientific excellence

Written Statement of
L.P. Neenz Faleafine
Community Developer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TQO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: L.P. Neenz Faleafine, Community Developer

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
. compete nationally for federal funding to conduct advance research and development

( (R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research as milhons more flow into the economy that don’t
qualify but still benefit Hawall 2 R — :

At Oceanit, we regularly employ over a dozen summer mtr "ns host Iabs and- facilities

Technology program, and so on. For the last three years, we have produced over 130
episodes of ‘Welrd Smence W|th Dr_V” every Tuesday morning on Hawau News Now )

olil, Hawall 96813 Phone: S0BSI30  Fax S0BSIA7

" ‘Oeanit Center BRE Fort Stieet Mall, Suite 600 Honoll
" Lo W oceanit.com




A few additional points to consider:

» The bill may affect anyone receiving Federal funding.

e The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

* The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with aiready defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

L.P. Neenz Faleafine
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inpovation through engineering & scientific excellencs

Written Statement of
Donald Harbin
Senior R&D Engineer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Donald Harbin, Senior R&D Engineer

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We

(' compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and cutreach, because
companies wilt have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research as m:lllons more flow into the economy that don’t
qualify but still benefit Hawaii. - S AL My

At Oceanit, we reguiarly emp]oy over a dozen summer 1nterns host Iabs and facilities

tours for pubhc and charter school kids, mentor and judge robotics’ programs throughout

Hawaii, raise money for education programs on Maui and Kauai, support the Women.in:. "

Technology program, and so on. For the last three years, we have produced over 130

eplsodes of “Wetrd Sczence Wlth __Dr V”every. Tuesday mornmg on Hawau News Now
S o'

1 Street Ma]t Suste 600 chatuiu - Hawau 9683 Phone: BOBS330I7  Fax: BOS! S‘:‘REBE’??
S wwwoceamtcom

Oceanit Center BE@: o



A few additional points to consider:

* The bill may affect anyone receiving Federal funding.

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract ouiside
capital (Federal, Privaie, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

» The federal tax code IRC 41(d) already limits R&D tax crediis to research that is
both unfunded and has intelleciual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

Donald Harbin

- oceanit.



( at:nit@

inaovation through enginesring & stientific excellente

Written Statement of
Andrew Keane
Civil Engineer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
- In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Andrew Keane, Civil Engineer

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
’ compete nationally for federal funding to conduct advance research and development

( (R&D} in Hawaii. For example, we are developing revolutionary technologies fike
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals fo win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research as m|li|ons more ﬂow into the economy that don’t
qualify but Stiﬂ beneft Hawan S e :

At Oceanit, ‘we regularly employ over a dozen summer mterns host Iabs and facilities
téurs for public and charter school kids, mentor and judge robotics program__;____hroughout
Hawaii, raise money for education programs on Maui and Kauai, support the Womenin-: -
Technology program, and so on. For the last three years, we have produced over 130
episodes of “Weird Smence__wuth Dr. V' every Tuesday moming on Hawaii News Now. .
These programs are supported in part by the State s R&D tax credlt WhICh this bill would

heré will they go,

Ocennit Center 338 Fort Street Mal! Sulte GO Honoluty! Hawali 36813 Phone BOB.S 3130 Fax. BOS ’.53? 33?7
o j wwwoceanitcom e




A few additional points to consider:

o The bili may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to sefup or stay in a regicn, attract outside
capital (Federal, Private, eic), and for these companies to build vaiuable
enterprises that become economic engines of prosperity.

o The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely, .
Andrew P. Keane, P.E.
Civil Engineer

(@)
oceanit.
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innovation theough engfneering & scientific excellence

Written Statement of
Cherilyn Faylogna
System Infegration Engineer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 528 RELATING TO TAXATION

TO: Chair Oshirg, Vice Chair Lee, and Members of the Committee

From: Cherilyn Faylogna, System Integration Engineer

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawali. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive fo compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research, as millions more flow inte the economy that don't
qualify but still benefit Hawaii,

At Oceanit, we regularly employ over a dozen summer interns, host labs and facilities
tours for public and charter school kids, mentor and judge robotics pregrams throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women in
Technology program, and so on. For the last three years, we have produced over 130
episodes of "Weird Science with Dr. V" every Tuesday morning on Hawaii News Now.
These programs are supported in part by the State’s R&D tax credit, which this bill would
negate.

We are exciting Hawaii Kids to become scientists and engineers, but where will they go,
who will they work for when there is no industry because of this bill?

Qceanit Center 828 Fort Street Mall, Suite 600 Honolulu, Hawaii 96812 Phone: 8085313017 Fax: B0B.531.3177
www.oceanlt.com -




A few additional points to consider:

» The bill may affect anyone receiving Federal funding.

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

» The federal tax code IRC 41(d} already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions,

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

@ .
oceanit.
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Written Statement of
Linda Y. Kawamura, Human Resources Manager, Oceanit
before the HOUSE COMMITTEE ON FINANCE
February 15, 2011, 3:30 PM, State Capitol, Conference Room 308

tin Opposition of
HB 529 RELATING TO TAXATION

To: Chair Oshiro, Vice Chair Lee, and Members of the Commitice
From: Linda Y. Kawamura, Human Resources Manager %, ;. KLLLU?@W
Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529,

Oceanit currently employs about 160 scientists, engineers and support staff. We compete nationally for federal
funding to conduct advance research and development (R&D) in Hawaii. For example, we are developing
revolutionary technologies like pressure sensitive concrete and sniper detection systems that see the shooter
before you hear the gunshot. On average, we write ten proposals to win two. But during the last two years,
federal funding is down, and the competition is up. This has reduced the incentive for us and other Hawaii
companies to bear the risk and expense to compete for these federal dollars. By supporting this bill, you will
further reduce the incentive to compete, which works counter to the “Hawaii Fair Share Initiative” to bring more
Federal funding to Hawaii, but you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources. '

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State gets an injection of
$55 million into the economy before one doltar of credits is claimed, and that's only for qualified research, as
millions more flow into the economy that don't qualify but still benefit Hawaii.

At Oceanit, we regularly employ over a dozen summer interns, host labs and facilities tours for public and
charter school kids, mentor and judge robotics programs throughout Hawaii, raise money for education
programs on Maui and Kauai, support the Women in Technology program, and $o on. For the last three years,
we have produced over 130 episodes of "Weird Science with Dr. V* every Tuesday mornhing on Hawaii News
Now. These programs are supported in part by the State’s R&D tax credit, which this bill would negate.

We are exciting Hawaii kids to become scientists and engineers, but where will they go, who will they work for
when there is no industry because of this bill?
A few additional points to consider;

» The bill may affect anyone receiving Federal funding.

* The risks and rewards by creating an incentive for companies to setup or stay in a region, attract
outside capital (Federal, Private, etc), and for these companies to build valuable enterprises that
become economic engines of prosperity.

« The federal tax code IRC 41(d) already limits R&D tax credits o résearch that is both unfunded and has

intellectual property rights. Thus only research that has risk to thé company can be claimed for tax
credits. This bill could create confusion with already defined restrictions.” =~ & &+

We strongly urge you to vote in opposition of HB529 and appreciate your continued support ofthe __
technology industry. - PR
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innovation thmugh engmeermg 7 sclentrhc excsllence

Written_ _Statement of C
. CINDY MATSUKI
DEPUTY MARKET]NG MANAGER
Oceanit - -
‘ before the. . ‘
HOUSE COMM!TTEE ON FiNANCE ‘
February 15,2011 " :
© 3:30PM
- State Capltol Conference Room 308
’ - In Oppositioh of :
HB 529 RELAT!NG TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Memb'ers of fhe Committee

From: CINDY MATSUKI, Deputy Marketing Manager

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529,

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
{R&D) in Hawaii. For example, we are developing revolutlonary technologies like
pressure sensitive concrate and shiper detection systems that see the shooter before
you hear the gunshot. On average we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars. :

By supparting this bill, you will further reduce the incentive to compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is clarmed per year, but in exchange the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research as mllllons more ﬂow into the economy that don’i
qualify but still benefit Hawaii.-

At Oceanit, we regularly employ over a dozen summer mterne host iabs and facilities
- tours for publlc and charter school kids, mentor and judge robotics | programs throughout -
-Hawaii, raise money for education programs on Maui and Kauai, support the Womep i in.
Technology program, and so on. For the last three years, we have produced over 130"
episodes of “Weird Science with. Dr. V" every Tuesday morning on Hawaii News Now, Lo
These programs are su ported in part by th Stat 's R&D redit, which this bill would

' Oceanlt Center BEB Fori: Si'reet Meli Su:te 600 Honotu ;- Hawall 96813 Phone BOBS3L30I7  Fax: 80853l Bl?? R
- g <L www.oceanitcom C



A few additional points to consider:

+ The bill may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to sharé the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

s The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already def‘ ned restrictions '

We strongly urge you to vote in opposition of H8529 and appreciate your continued
support of the technology industry.

Sincerely,

Cindy Matsuki
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Written Statement of
Jean C. Wu
Accounting Manager
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Support of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: INSERT YOUR NAME HERE, YOUR TITLE

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development

( {R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

- By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research, as ml[|I0nS more flow into the economy that don't
gualify but still beneflt Hawaii. " : . e

At Oceanit, we regularly emp!oy over a dozen summer mterns host Eabs and facilities
“tours for public and charter school kids, mentor and judge robotics programs throughout

Hawaii, raise money for education programs on Maui and Kauai, support the Worrier in

Technology program, and so on. For the last three years, we have produced over 130+
episodes of “Weird SCIence Wlth Dr.. V2, every_ Tuesday morning on Hawan News Now

. ‘Oéeantt Center te 60O Hanohylu. Hawall 96813 Phone: SOS.531.307 Fax.ElQBSBES__ ;

+ . wawwoceanit.oom




A few additional points to consider:

The bill may affect anyone receiving Federal funding. :

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity. ,

* The federal tax code [RC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bili could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,
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Writien Statement of
Curt l.eonard
Project Manager
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair L.ee, and Members of the Committee

From: Curt Leonard, Project Manager

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Commitiee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
fast two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,

and that's only for qualified research, as millions more flow into the economy that don't

qualify but still benefit Hawait.

At Oceanit, we regularly employ over a dozen summer interns, host labs and facilities
tours for public and charter school kids, mentor and judge robotics programs throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women in
Technology program, and so on. For the last three years, we have produced over 130
episodes of “Weird Science with Dr. V" every Tuesday morning on Hawaii News Now.
These programs are supported in part by the State’s R&D tax credit, which this bill would
negate.

We are exciting Hawaii kids to become scientists and engineers, but where will they go,
whio will they work for when there is no industry because of this bill?

Oceanit Center  B28 Fort Street Mall. Suite 600 Honolulu, Hawaii 96813 Phons: 8085313017 Fax: 80B531.3177
www.oceanit.com



A few additional points to consider:

« The bill may affect anyone rece;vmg Federai funding.

» The purpose of a State R&D tax credit is fo share the risks and rewards by
creating an incentive for companies {o setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economtc engines of prosperity.

¢ The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be clalmed for tax credits. This bill could create
confusion with already defined restrictions. .-

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

. Sincerely,

uﬂ/’ =eIN AQ)

Curt Leonard

Project Manager

590 Lipoa Parkway, Suite 159
Kihei, HI 86753 -
808-875-2385

oceanilk.
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Innovation through engineering & scientific excellence

Written Statement of
Sharyn Sharp
Assistant Network Administrator
Qceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Sharyn Sharp, Assistant Network Administrator

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten propesals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's oniy for qualified research, as millions more flow into the economy that don't
qualify but still benefit Hawaii.

At Oceanit, we regularly employ over a dozen summer interns, host labs and facilities
tours for public and charter school kids, mentor and judge robotics programs throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women in
Technology program, and so on. For the last three years, we have produced over 130
episodes of “Weird Science with Dr. V" every Tuesday morning on Hawaii News Now.
These programs are supported in part by the State’s R&D tax credit, which this bill would
negate.

We are exciting Hawaii kids to become scientists and engineers, but where will they go,
who will they work for when there is no industry because of this bill?

Dceanit Center 828 Fort Strest Mall, Suite 600 Honolule, Hawaill 36813 Phone: 8085213017 Fax: BOB.S3L3{77
www.oceanit.com



A few additighal points to consider:

» The bill may affect anyone receiving Federal fUnding

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, elc), and for these companies to build valuable
enterprises that become economic ergines of p spenty

» The federal tax code IRC 41(d) already limits R&D tax credits to research thaf is
both unfunded and has intellectual property rlghts Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

)

oceanit.
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Written Statement of
Brooke Gibson
Scientist
Oceanit
Before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Gpposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Cdmmittee

From: Brooke Gibson, Scientist

Re: Testimony in Opposition of HB529

Honcerable Chair, Vice-Chair and Committee Members;

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We

compete nationally for federal funding to conduct advanced research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like

pressure sensitive concrete and sniper detection systems that see the shooter before

the gunshot is heard. On average, we write ten proposals to win two. But during the last
two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one doliar of credits is claimed,
and that's only for qualified research, as millions more flow into the economy that don't
qualify but still benefit Hawaii.

At Oceanit, we regularly employ over a dozen summer interns, host [ab and facilities
tours for public and charter school kids, mentor and judge robotics programs throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women in
Technology program, and so on. For the last three years, we have produced over 130
episodes of “Weird Science with Dr. V" every Tuesday morning on Hawaii News Now.
These programs are supported in part by the State’s R&D tax credit, which this bill would
hegate.

We are exciting Hawaiian kids who are now wanting to become scientists and engineers,
but where will they go, and who will they work for when there is no industry because of
this bill?

Oceanit Center B2B Fort Street Mall. Suite 600 Honolulu, Hawail 96813 Phone: 808.531.3017 Fax: 8085313177
www.oceanitcom



A few additional points to consider:

» The bill may affect anyone receiving Federal funding.

¢ The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become ecanomic engines of prosperity.

» The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

©

oceanit.
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Written Statement of
Shu Ki Tsang
Civil Engineer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: INSERT YOUR NAME HERE, YOUR TITLE

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the oppoertunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We

( ‘ compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research as meI]ons more flow into the economy that don’t
qualify but still benefit. Hawaii. - :

At Oceanit; we regularly employ overa dozen summer interns; host. Iabs and facilities
. tours for public and charter school kids, mentor and judge robotics” programs, throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women ij
Technology program, and so on. For the last three years, we have produced over 130:-
episodes of "Welrd_ Smence with Dr.. V" every. Tuesday mornmg on Hawau News Now

. Greanit Center 828 Fort Street Mall Suite 600 Honolulu, Hawall 86813 Phone, SOS53LI0T  Fax: eo853 a7 o
_mvw.oceanitcom




A few additional points ta consider:

* The bhill may affect anyone receiving Federal funding.

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

* The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,
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innovaition through engineering & stientitic excellence

Written Statement of
Robert Mon
Proposal Administrator
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011

3:30 PM

State Capitol, Conference Room 308
In Opposition of

HB 529 RELATING TO TAXATION

TO: Chair Gshiro, Vice Chair Lee, and Members of the Committee

From: Robert Mon, Proposal Administrator

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development

( (R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the compstition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive fo compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits. is claimed,
and that's only for qualified research as m|]||ons more flow into the economy that don't
qualify but st:ll benefit Hawaii. "~ :

At Qceanit, we regularly employ over a dozen summer mtems hos ‘ s'a‘nd facilities
tours for public and charter school kids, mentor and judge robotics programs throughout
Hawaii, raise money for education programs on Maui and Kaual, support the Wome '
Technology program, and so on. For the last three years, we have produced over
episodes of “Weird Sc:enc Ve every Tuesday morning on Hawau News Now

1 Oceanit Center BB Fort Stredt Mall, Sulte 600 Honolull H Hawall 96812 Phone SOBS3LI0 . Fax eesselai:«'?

Woc:—:anitcom




A few additional points to consider:

¢ The bill may affect anyone receiving Federal funding.

e The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

« The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

St

- oceanrit.
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innovation through Engmeermg f: sctentmc excsllence

Written St_ate_ment of
Julie Higa
Executive Assistant
Oceanit -
* before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
- 3:30PM .
State Capitol, Conference Room 308
In Support of
HB 529 RELATING TO TAXATION

TO: Chair Oshire, Vice Chair Lee, and Members of the Committee

From: Julie Higa, Executive Assistant

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit téstim_ony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff.and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research as mllllons more flow into the economy that dont
qualify but stnE bene’r" t Hawaii.” e

At Oceanit, we regularly employ over a dozen summer inter st Iabs and facilities
tours for publlc and charter school kids, mentor and judge robotlcs programs throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women in.
Technology program, and so on. For the last three years, we have produced over 130 -
episodes of "Weird Science with Dr. V" every Tuesday morning on Hawaii News Now. =
These programs are supported i he State s'R&D tax credlt which this bill would

u 'wh‘ereiwi." they go,

Dceamt Center 828 Fcr-t Street Mali Suate GOO Honolu{u Hawau 968!3 Phone: 8085312017 Fax 808531 3]77
wwwoceanlt COMm



Chair Oshiro, Vice Chair Lee, and Members of the Committes
Testimony in Opposition of HB529
Page 2 .

A few additional points to consider:

The bill may affect anyone receiving Federal funding.

+ The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, efc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

¢ The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions;

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

&Iie Higfa

oceanit.



1nnovat:on ihrough engl ) ef-mg & scueﬁtmc Excellence

Written S_ta_te__ment of
Judi E. Morris -
Contracting and Business Analyst
Oceanit
. before the: :
HOUSE COMMITTEE ON FINANCE
February 15, 201 1
3:30PM
State Capitol, Conference Room 308
In' Opposition of
HB 529 RELATING TO TAXATION:

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Judi E. Morris, Contracting and Business Aha'lyst_

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Commitiee Members:

Thark you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D} in Hawaii. For example, we are developmg revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federai dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,

and that's only for qualified research ast IEio_n‘ more flow into the economy that don't

qualify but st:l! benefit Hawail:;: R -

At Oceanit, we regularly empioy over a dozen summer mtems- h Iabs and facilities
tours for pubhc and charter school kids, mentor and judge robotics programs throughout
Hawaii, raise money for. education programs on Maui and Kauai, support the Women i
Technolagy program, and so on. For the last three years, we have produced over 130"
episodes of “Weird Science with Dr. \".every Tuesday morning on Hawaii News Now. = ...
These programs are supported"' part by ate’s R&D. tax credlt which this bill would

ate. -

Oceanit Center Bag Fort Efreei: Mau Sulte eoo Honoluiu"’Hawan 9GBI3 Phone: HOBERIS0L  Fax 80853| 377
SR o wwwoceanitcom



A few additional points to consider:

» The bill may affect anyone receiving Federal fundlng

+ The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies {o setup or stay in a region, attract outside
capital (Federal, Private, efc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

o The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be ¢laimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of H8529 and appreclate your contmued
support of the technology industry. - ‘

W

Judi E. Morrls

Sincerely,




©
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inngvation through engineering & scientific excellence

Written Statement of
Michele Caberto
Administrative Coordinator
Qceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

]

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: Michele Caberto, Administrative Coordinator

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We

compete nationally for federal funding to conduct advance research and development

(R&D) in Hawaii. For example, we are developing revolutionary technologies like

pressure sensitive concrete and sniper detection systems that see the shooter before

you hear the gunshot. On average, we write ten proposals to win two. But during the

last two years, federal funding is down, and the competition is up. This has reduced the

incentive for us and other Hawaii companies to bear the risk and expense to compete for -
these federal doliars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the "Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research, as millions more flow into the economy that don't
qualify but still benefit Hawaii.

At Oceanit, we regularly employ over a dozen summer interns, host labs and facilities
tours for public and charter school kids, mentor and judge robotics programs throughout
Hawaii, raise money for education programs on Maui and Kauai, support the Women in
Technology program, and so on. For the last three ysars, we have produced over 130
episodes of “Weird Science with Dr. V" every Tuesday morning on Hawaii News Now.
These programs are supported in part by the State’s R&D tax credit, which this bill would
negate.

We are exciting Hawaii kids to become scientists and engineers, but where will they go,
who will they work for when there is no industry because of this bill?

Oceanit Center 828 Eort Strect Mall. Suite 800 Honolulu, Hawaii 96813 Phone: 8085313017 Fax: 83085313177
www.oceanit.com



A few additional points to consider:

e The bill may affect anyone recsiving Federal funding.

* The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc}), and for these companies to build valuable
enterprises that become economic engines of prosperity.

¢ The federal tax code IRC 41(d) already limits R&D tax credits to research that is .
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bili could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

oceanik
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innovation through enginearing & sclentific excellence

Written Statement of
VENKAT KAMAVARAM
Sr. Materials Engineer
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: VENKAT KAMAVARAM, Sr. Materials Engineer

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that's only for qualified research as m:lllons more flow into the economy that don’t
qualify but Stl” beneﬁt Hawaii:.. L - :

At Oceanit, we regu[arly employ over a dozen summer intern host iab and_facmtles
~tours for public and charter school kids, mentor and judge robotics prog ' _
Hawaii, raise money for education programs on Maui and Kauai, support the Wome
Technology program, and so on. For the last three years, we have produced over 130
episodes of “Weird SCIence with. Dr . every Tuesday morning on Hawau News Now -
These programs.ar 3

0o maolutu ‘Hawail 86812 Phone: 808, GILBOV  Faxe 8(}853!3!'}"7




A few additional points to consider:

* The bill may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

* The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

Venkat Kamavaram
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innovation through engineering & sclentific excellence

Written Statement of
David Takeyama
IT Director
Oceanit
before the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
: In Support of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: David Takeyama, IT Director

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the opportunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff. We

( compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies like
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will aiso affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 million in R&D is claimed per year, but in exchange, the State
gets an injection of $55 million into the economy before one dollar of credits is claimed,
and that’s only for qualified research as rn' 'ons more flow into the economy that don't
qualify but still benef"t Hawau

At Oceanit,” we regular]y employ over a dozen summer interns, host Iabs and facmtles
tours for public and charter school kids, mentor and judge robotics programs th
Hawaii, raise money for education programs on Maui and Kauai, support the Wom

Technology program, and so on. For the last three years, we have produced over 130 _
episodes of “Weird Sci

Oeanit Center 828 Fort Strect Mall, Sulte € nolifu. ‘Hawail 9651 Phone: SOB.SIAOT  Fax eoasstsf?? :

www.ocesnit.com




A few additional points to consider:

» The bill may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, atfract outside
capital (Federal, Private, etc), and for these companies to build valuable
enterprises that become economic engines of prosperity.

» The federal tax code IRC 41(d) already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate your continued
support of the technology industry.

Sincerely,

—

e

David Y. Takeyama
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Writlen Statement of
Yuko Nakayama
Senior Accountant
.Oceanit
hefore the
HOUSE COMMITTEE ON FINANCE
February 15, 2011
3:30 PM
State Capitol, Conference Room 308
In Opposition of
HB 529 RELATING TO TAXATION

TO: Chair Oshiro, Vice Chair Lee, and Members of the Committee

From: YUKO NAKAYAMA, Senior Accountant

Re: Testimony in Opposition of HB529

Honorable Chair, Vice-Chair and Committee Members:

Thank you for the oppoﬁunity to submit testimony in opposition of HB529.

Oceanit currently employs about 160 scientists, engineers and support staff, We
compete nationally for federal funding to conduct advance research and development
(R&D) in Hawaii. For example, we are developing revolutionary technologies fike
pressure sensitive concrete and sniper detection systems that see the shooter before
you hear the gunshot. On average, we write ten proposals to win two. But during the
last two years, federal funding is down, and the competition is up. This has reduced the
incentive for us and other Hawaii companies to bear the risk and expense to compete for
these federal dollars.

By supporting this bill, you will further reduce the incentive to compete, which works
counter to the “Hawaii Fair Share Initiative” to bring more Federal funding to Hawaii, but
you will also affect industry support of STEM education and outreach, because
companies will have to cut back on staff and resources.

As an industry, about $11 miilion in R&D is claimed per year, but in exchange, the State
gets an injection of $565 million into the economy before one doliar of credits is claimed,
and that's only for qualified research, as millions more flow into the economy that don’t
qualify but still benefit Hawaii,

At Oceanit, we regularly employ over a dozen summer interns, host labs and facilities
tours for public and charter school kids, mentor and judge robotics programs throughout
Hawail, raise money for education programs on Maui and Kauai, support the Women in
Technology program, and so on. For the last three years, we have produced over 130
episodes of "Weird Science with Dr. V" every Tuesday moming on Hawaii News Now.
These programs are supported in part by the State’s R&D tax credit, which this bill would
negate,

We are exciting Hawaii kids to become scientists and engineers, but where will they go,
who will they work for when there is no industry because of this bill?

Oceanit Center B2 Fort Street Mall, Suite 500 Honolull, Hawaii 36813 Phons: BOS.STRLION  Fax: BOBS3L3IYY
www.oceanit.com




A few additional points to consider:.

* The bifl may affect anyone receiving Federal funding.

» The purpose of a State R&D tax credit is to share the risks and rewards by
creating an incentive for companies to setup or stay in a region, attract outside
capital (Federal, Private, stc), and for these companies to build valuable
enterprises that become economic engines of prosperity..

» The federal tax code IRC 41(d} already limits R&D tax credits to research that is
both unfunded and has intellectual property rights. Thus only research that has
risk to the company can be claimed for tax credits. This bill could create
confusion with already defined restrictions.

We strongly urge you to vote in opposition of HB529 and appreciate yoﬁr continued
support of the technology industry.

~ Sincerely,
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FINTestimony

“rom: mailinglist@capitol.hawaii.gov
.ent: Tuesday, February 15, 2011 10:26 AM
To: FINTestimony
Cc: rcognion@oceanit.com
Subject: Testimony for HB529 on 2/15/2011 3:30:00 PM

Testimony for FIN 2/15/2011 3:36:0@ PM HB529

Conference room: 308
Testifier position: oppose
Testifier will be present: No
Submitted by: Rita L. Cognion
Organization: Individual
Address:

Phone:

E-mail: rcognionfloceanit.com
Submitted on: 2/15/2011

Comments:
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ent: Tuesday, February 15, 2011 10:47 AM
To: FINTestimony
Cc: Lge@oceanit.com
Subject: Testimony for HB529 on 2/15/2011 3:30:00 PM

Testimony for FIN 2/15/2011 3:306:00 PM HB529

Conference room: 388
Testifier position:
“Testifier will be present: No
Submitted by: lLiang Ge
Organization: Individual
Address:

Phone:

E-mail: Lgefoceanit.com
Submitted on: -2/15/2611

Comments:



