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Chair Tsuji, Vice Chair Ward, and Members of the Committee.

The Department of Business, Economic Development and Tourism (DBEDT) has

concerns about SB 2197, SD2, which would establish a renewable fuels production tax

credit.

If it is the intent of the Legislature to adopt a renewable fuels production tax

credit, DBEDT notes that the financial (approximately $100,000) and human resources

(.5 full time equivalent) required to administer the duties of this bill are not included in

this bill.  Further, DBEDT prefers the approach taken in Act 270 (13) for the Research

Activities Tax Credit.

In addition, we defer to the Department of Taxation on the fiscal impact of the bill

and while we defer to the Attorney General on the legal aspects, we are concerned that

the definition of “renewable fuels” in the bill appears to be in conflict with the commerce

clause of the US Constitution.

Thank you for the opportunity to offer these comments.
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To:  The Honorable Clift Tsuji, Chair
  and Members of the House Committee on Economic Development and Business

Date:  Tuesday, March 18, 2014
Time:  9:00 A.M.
Place:  Conference Room 325, State Capitol

From:  Frederick D. Pablo, Director
  Department of Taxation

Re:  S.B. 2197, S.D. 2, H.D. 1 Relating to Taxation

 The Department of Taxation (Department) appreciates the intent of S.B. 2197, S.D. 2,
H.D. 1, and provides the following information and comments for your consideration with
respect to incentives for the production of renewable fuels.

 S.B. 2197, S.D. 2, H.D. 1, repeals the existing income tax credit for ethanol facilities and
adds a new tax credit for the production of renewable fuels.  The tax credit would be available
for five consecutive years, with the credit period beginning in a year beginning before December
31, 2019, and would be certified by the Department of Business, Economic Development, and
Tourism.  The credit would have an unspecified cap per taxpayer per year.  H.D. 1 has a
defective effective date of July 1, 2050.

 H.D. 1 removes the facially discriminatory language in the definition of "renewable
feedstocks" from previous version off this measure; however, Section 4 of this measure still
contains a severability clause.  The Department defers to the Department of the Attorney General
regarding the effectiveness of this severability clause and for a more thorough analysis of the
constitutionality of S.B. 2197, S.D.2, H.D. 1.

 The Department notes that tax measures that discriminate against interstate commerce are
generally held unconstitutional by the courts.  For example, the holding in Bacchus Imports Ltd.
v. Dias, 468 U.S. 263 (1984), indicates that provisions that result in taxation that is
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discriminatory against products imported from outside the State would violate the Commerce
Clause of the United States Constitution.

 The Department further notes that, while the requirement that the feedstock used to create
renewable fuels requires no consumption of fuel to transport is sensible given the nature of the
proposed tax credit, the Department is uncertain regarding the Constitutionality of this provision.
Although the wording of the requirement has been changed from previous versions, the wording
of the requirement is not the issue.  Courts are required to look to the effect, not the wording, of
tax measures to determine their constitutionality under the Commerce Clause.  See Complete
Auto Transit v. Brady, 430 U.S. 976 (1977).  It is possible that, because renewable fuels could be
used to transport the feedstocks from outside the state, this definition would be permissible under
the Commerce Clause, but the Department again defers to the Department of the Attorney
General for an analysis of that issue, as well as the requirement in this measure that the
renewable fuel eligible for this tax credit must be sold within the State.

 The amount of the credit, and the amount of credit available to an individual taxpayer, is
unspecified.  The Department notes that one hundred fifteen thousand British thermal units of
fuel would likely correspond to roughly one gallon of renewable fuels.

Thank you for the opportunity to provide comments.
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State Capitol, Conference Room 312
in consideration of

SB 2197, SD 2, HD1
 RELATING TO TAXATION.

Chair Tsuji, Vice Chair Ward, and Members of the Committee.

The Department of Business, Economic Development and Tourism (DBEDT)
comments on SB 2197, SD 2, HD1, which would establish a renewable fuels production
tax credit.

DBEDT notes ,
harvest and

transport prior to processing into qualifying renewable fuels,
accurately interpreting and implementing the will of the Legislature.

If it is the intent of the Legislature to adopt a renewable fuels production tax
credit, DBEDT notes that the financial (approximately $100,000) and human resources
(.5 full time equivalent) required to administer the duties of this bill are not included.
Should the committee decide to proceed with this measure, we respectfully request that
the additional funding requirement should not replace or adversely impact priorities
indicated in our Executive Budget.  Further, DBEDT prefers the approach taken in Act
270 (13) for the Research Activities Tax Credit whereby it uses an online survey for the
tax credit taken instead of having DBEDT issue a certificate to the taxpayer.

We defer to the Department of Taxation on the fiscal impact of the bill.

Thank you for the opportunity to offer these comments.
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TESTIMONY OF WARREN BOLLMEIER ON BEHALF OF THE
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SB 2197 SD2 HD1, Relating to Taxation

March 18, 2014

Chair Tsuji, Vice-Chair Ward and members of the Committee I am Warren
Bollmeier, testifying on behalf of the Hawaii Renewable Energy Alliance
(HREA). HREA is an industry-based, nonprofit corporation in Hawaii
established in 1995. Our mission is to support, through education and
advocacy, the use of renewables for a sustainable, energy-efficient,
environmentally-friendly, economically- sound future for Hawaii.  One of our
goals is to support appropriate policy changes in state and local government,
the Public Utilities Commission and the electric utilities to encourage increased
use of renewables in Hawaii.

The purposes of SB 2197 SD2 HD1 are to: (i) establish a renewable fuels
production tax credit to achieve greater energy security for Hawaii, and (ii)
repeal the Ethanol Facility Tax Credit.

HREA strongly supports this measure with the following comments:

1) Meeting Our Clean Energy. This measure supports our clean energy
goals by encouraging business opportunities in the production of
renewable fuels in Hawaii.

2) Merits of a Production .  We believe a PTC is the
best way for the state to support biofuel production in Hawaii. With a
PTC,  actually produces, not
when he installs his production facility. This reduces the risk to the
state significantly. The PTC has other features that we find attractive:

a) we believe the PTC will be easy to administer, including the
qualification of biofuel facilities, and documentation of the types and
amounts of biofuels produced and sold in Hawaii; and

b) the PTC will help facilitate effective producer-ag grower
relationships to grow renewable feedstocks for the production of
local renewable fuels.

3) Recommendations.  We recommend that the payment rate per 115,000
BTU be 30 cents (line 7, p.2), and the project CAP be $3M (line 15,
p.2), which were the amounts included in previous versions of this bill.
We recommend that the committee pass out this measures with these
amendments

Mahalo for this opportunity to testify.
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Friday, March 14, 2014 4:45 PM
To: edbtestimony
Cc: ewooldridge@biodiesel.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/14/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Erin Wooldridge Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Friday, March 14, 2014 5:13 PM
To: edbtestimony
Cc: mheinemann@biodiesel.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/14/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Michael Heinemann Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Friday, March 14, 2014 5:24 PM
To: edbtestimony
Cc: jkking@hawaii.edu
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/14/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Jenna Long Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Friday, March 14, 2014 5:25 PM
To: edbtestimony
Cc: pennysfh@hawaii.rr.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/14/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Penny Levin Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Friday, March 14, 2014 6:49 PM
To: edbtestimony
Cc: lzolezzi@biodiesel.com
Subject: Submitted testimony for SB2197 on Mar 18, 2014 09:00AM

SB2197
Submitted on: 3/14/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Larry Zolezzi Pacific Biodiesel Support No

Comments: Please help support renewable fuels and reduce imports of petroleum to Hawaii

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Saturday, March 15, 2014 4:19 PM
To: edbtestimony
Cc: zerowastemaui@gmail.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/15/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Shaun Stenshol Maui Recycling Service Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Saturday, March 15, 2014 4:52 PM
To: edbtestimony
Cc: unmanib@maui.net
Subject: Submitted testimony for SB2197 on Mar 18, 2014 09:00AM

SB2197
Submitted on: 3/15/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Unmani Cynthia Groves Individual Support No

Comments: Definitely!

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Monday, March 17, 2014 9:02 AM
To: edbtestimony
Cc: gaiwohi@hotmail.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/17/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
George Aiwohi Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Monday, March 17, 2014 8:44 AM
To: edbtestimony
Cc: mgauvin@biodiesel.com
Subject: Submitted testimony for SB2197 on Mar 18, 2014 09:00AM

SB2197
Submitted on: 3/17/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Mae Gauvin Individual Support No

Comments: Hawaii needs to show that our communities don't need to rely on off-shore petroleum in
order to function. This bill passing is extremely important to safe guard a future for our children and
making clean energy a reality in every day living. Let's Do This and support something that is really
going to make a difference in Hawaii!

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Monday, March 17, 2014 10:19 AM
To: edbtestimony
Cc: RMATSUO@BIODIESEL.COM
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/17/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
ROSS MATSUO Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Monday, March 17, 2014 10:51 AM
To: edbtestimony
Cc: rsrrobinson@gmail.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/17/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Rob Robinson Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Monday, March 17, 2014 10:53 AM
To: edbtestimony
Cc: bwleighton@gmail.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/17/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Brian Leighton Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Monday, March 17, 2014 3:12 PM
To: edbtestimony
Cc: ihemphi@live.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/17/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Denise Key Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov



Testimony of ERIK KVAM
President of Renewable Energy Action Coalition of Hawaii

e-mail: Kvam@REACHawaii.org

In SUPPORT of SB 2197 SD 2 HD1 RELATING TO TAXATION

Before the
HOUSE COMMITTEE ON ECONOMIC DEVELOPMENT & BUSINESS

March 18, 2014 9:00 a.m.

Aloha Chair Tsuji, Vice-Chair Ward and members of the Committee.

My name is Erik Kvam.  I am the President of Renewable Energy Action Coalition of
Hawaii (REACH), a trade association whose vision is a Hawaiian energy economy based
100% on renewable sources indigenous to Hawaii.

REACH is in SUPPORT of SB 2197 SD 2 HD1.

Hawaii is far behind in achieving its renewable goals for transportation.  Transportation
fuels account for about two-thirds of all the energy consumed in Hawaii.  Virtually all of
Hawaii’s energy for transportation comes from imported fuels.

Without renewable fuel production from sources indigenous to Hawaii, Hawaii will have
virtually no fuel available for critical transportation needs when imported fuels stop
flowing to Hawaii.

REACH SUPPORTS SB 2197 SD 2 HD1 – creating a production tax credit of so-many
cents per 115,000 BTUs of renewable fuels produced from sources indigenous to Hawaii
-- to encourage the development of renewable fuel production from sources indigenous to
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Hawaii, so that Hawaii has the transportation fuels it needs when imported fuels stop
flowing to Hawaii.

Thank you for providing this opportunity to testify.
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Monday, March 17, 2014 4:30 PM
To: edbtestimony
Cc: dshinsato@biodiesel.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/17/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Dana Shinsato Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Monday, March 17, 2014 5:25 PM
To: edbtestimony
Cc: jan.b.alejandro@gmail.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/17/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
Jan Alejandro Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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ward2-Robin

From: mailinglist@capitol.hawaii.gov
Sent: Tuesday, March 18, 2014 9:31 AM
To: edbtestimony
Cc: efzwick@gmail.com
Subject: *Submitted testimony for SB2197 on Mar 18, 2014 09:00AM*

SB2197
Submitted on: 3/18/2014
Testimony for EDB on Mar 18, 2014 09:00AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
edward f. zwick Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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