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Re: S.B. 493, Relating to Agriculture

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

S.B. 493 adds several new sections to chapter 196, Hawaii Revised Statutes (HRS), to
establish a Hawaii Agriculture and Forest Carbon Positive Incentive Program. It also amends
section 243-3.5, HRS, which governs the barrel tax, directing the Department to deposit an
unspecified portion of the $1.05 tax imposed on each barrel or fractional part of a barrel of
petroleum product, except for aviation fuel, into a newly-created special fund for the Incentive
Program. The measure is effective upon approval, with certain appropriations provision sections
taking effect on July 1, 2021.

The Department notes that this measure would create a new barrel tax allocation to a
newly-established fund, which would require the Department to test the new allocation’s
functioning in conjunction with the Department of Budget & Finance and the Department of
Accounting & General Services. As a result, the Department respectfully requests that the
effective date of Section 5 be postponed until January 1, 2022. This will allow sufficient time to
ensure proper functioning of the new allocation.

Thank you for the opportunity to provide comments.
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TESTIMONY OF PHYLLIS SHIMABUKURO-GEISER
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BEFORE THE SENATE COMMITTEE ON AGRICULTURE AND ENVIRONMENT

FRIDAY, FEBRUARY 5, 2021
1:00 P.M.
VIA VIDEOCONFERENCE

SENATE BILL NO. 493
RELATING TO AGRICULTURE

Chairperson Gabbard and Members of the Committee:

Thank you for the opportunity to testify on Senate Bill No. 493 that seeks to
establish a Hawaii Agriculture and Forest Carbon Positive Incentive Program that will
keep forest and working lands intact and sequester additional carbon on those lands
and to fund the Program with a portion of the revenues generated by the Environmental
Response, Energy, and Food Security Tax. The Department of Agriculture
(“Department”) has concerns regarding this measure and offers the following
comments.

The Department acknowledges and appreciates the broad intent and concepts
expressed in this measure that are based upon voluntary participation by landowners
and farmers. The Department is concerned that the measure assigns extensive and
unfamiliar responsibilities to the Department of Agriculture and the Department of Land
and Natural Resources that are enumerated from page 5, line 20 to page 7, line 14.
The Department will need substantial assistance to acquire the appropriate expertise to
develop compensation rates and carbon incentives contract terms, estimate
sequestration rates for priority sequestration activities, develop the technical

underpinning of compensation rates for sequestration activities, and conduct landowner

outreach.
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The Department notes that the proposed Program is voluntary for now and the
Department is responsible for promoting the Program to qualified landowners/lessees.
We recommend that landowners and farmers/ranchers be consulted to gauge demand
as participation may require changes in cultivation practices, crop selection, or ranching
practices. Of particular interest would be their expectations of “fair compensation” for

committing to a carbon incentives contract over a to-be-determined period.

Thank you for the opportunity to comment on this measure

SB493_AGR_02-05-21_AEN,WAM DRAFT - AG AND FOREST CARBON POSITIVE
PROGRAM
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Chairperson

Before the Senate Committee on
AGRICULTURE AND ENVIRONMENT

Friday, February 5, 2021
1:00 PM
State Capitol, Via Videoconference

In consideration of
SENATE BILL 493
RELATING TO AGRICULTURE

Senate Bill 493 proposes to establish a Hawaii agriculture and forest carbon-positive incentive
program that will keep forests and working agricultural lands intact and sequester additional
carbon on those lands, and will fund the program with a portion of the revenues generated by the
Environmental Response, Energy, and Food Security Tax. The bill also proposes to require the
Department of Agriculture and the Department of Land and Natural Resources (Department) to
coordinate with the Hawaii Green Infrastructure Authority in developing the program. The
Department supports this bill.

The State of Hawaii's commitment to uphold the Paris Climate Accord and progressive move
towards zero emissions clean economy by 2045 requires that we actively invest in reducing our
emissions and mitigate greenhouse gases (primarily carbon dioxide - CO2). Agriculture, Forests
and other Land Uses (AFLOU) are currently the State’s only carbon sink. Investing in carbon
positive actions such as creating or restoring forests through tree planting, forest protection, and
improved management of existing forests, soil carbon sequestration, and local organic plant food
production are the most effective and efficient ways to mitigate our carbon footprint.

The Department recognizes that smaller land managers play a significant role in managing our
natural and agricultural resources, but they often survive on small profit margins. The bill will
provide an incentive to land managers to make climate-smart changes on their lands to reduce
carbon emissions and increase carbon sequestration to help the State meet food security and
carbon emission goals. We believe the bill will not only complement other assistance programs,
it will also streamline and fill in limitation gaps of other programs, allowing lands across
Hawaii’s ecological and economic systems to participate.

Thank you for the opportunity to comment on this measure.
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RELATING TO AGRICULTURE

Chair Gabbard, Vice Chair Nishihara, and Members of the Committee on Agriculture and
Environment:

Thank you for the opportunity to testify and provide comments on Senate Bill 493, relating
to agriculture. This bill proposes to establish a Hawaii agriculture and forest carbon positive
incentive program, to be administered by the Hawaii Green Infrastructure Authority, in
collaboration with the department of agriculture, department of land and natural resources and
the Office of Planning. The Hawaii Green Infrastructure Authority (HGIA) supports this bill.

Through its work financing clean energy infrastructure, HGIA has been actively
contributing to the State’s efforts in addressing the problem of climate change. The carbon
positive incentive program will enable small farmers and ranchers to reduce its contribution to
climate change while increasing local food production.

Thank you for this opportunity to testify and provide comments in support of SB 493.



DAVID Y. IGE

OFFICE OF PLANNING soremen
MARY ALICE EVANS

STATE OF HAWAII Srorce o JECTOR
235 South Beretania Street, 6th Floor, Honolulu, Hawaii 96813 Telephone: (808) 587-2846
Mailing Address: P.O. Box 2359, Honolulu, Hawaii 96804 Fax: (808) 587-2824
Web: http://planning.hawaii.gov/

Statement of
MARY ALICE EVANS
Director, Office of Planning
before the
SENATE COMMITTEE ON AGRICULTURE AND ENVIRONMENT
Friday, February 5, 2021
1:00 PM
State Capitol

in consideration of
SB 493
RELATING TO AGRICULTURE.

Chair Gabbard, Vice Chair Nishihara, and Members of the Senate Committee on Agriculture
and Environment:

The Office of Planning supports the intent of SB 493 and offers comments on this measure.
The purpose of SB 493 establishes the Hawai‘i agriculture and forest carbon positive incentive
program within the Hawai‘i Green Infrastructure Authority, appropriates funds from the
Environmental Response, Energy, and Food Security Tax (“barrel tax™) to administer and staff the
program, and requires the State’s Greenhouse Gas Sequestration Task Force to identify and prioritize
carbon positive activities eligible for the Hawai‘i agriculture and forest carbon positive program.

Since 2017, the Office of Planning has provided administrative support to the Carbon Farming
Task Force via Act 33, SLH 2017; which evolved one-year later to the State’s Greenhouse Gas
Sequestration Task Force through the enactment of Act 15, SLH 2018, with initial funding of
$150,000 to fund the Greenhouse Gas Sequestration Task Force’s research and project development
efforts, now codified as HRS §225P-4 of the Hawai‘i Climate Change Mitigation and Adaptation
Initiative Chapter.

Act 15, SLH 2018 did not provide the Office of Planning funding to provide staff support, and
the OP has struggled providing administrative support to the Greenhouse Gas Sequestration Task
Force. Since 2018, the OP has noted this need for additional staffing and funding to support the task
force’s work. Due to this historical lack of funding to the Greenhouse Gas Sequestration Task Force,
the Office of Planning will now provide temporary administrative staff support to the task force with
an AmeriCorps VISTA Member. The Office of Planning will host a Greenhouse Gas Sequestration
Task Force Meeting on February 16, 2020, after a year-long hiatus because of these significant
funding and staffing challenges.

The Office of Planning notes that the Greenhouse Gas Sequestration Task Force has a reporting
requirement to the State Legislature and the State’s advisory Climate Change Mitigation and
Adaptation Commission in December 2022 to include the following analysis:

“(A) Types of agricultural and aquacultural practices, public land and marine use policies, and

on-farm managing practices that would provide greenhouse gas benefits and result in
tangible economic benefits to agricultural and aquacultural operations;

SB493_BED-OP_02-05-21_AEN_Comments 1
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(B) Short-term and long-term benchmarks that would indicate how effectively agricultural and
aquacultural activities have been helping the State to reach greenhouse gas neutrality;

(C) Appropriate criteria that may be used in a certification program to measure baseline levels
and increases in carbon sequestration, improvements in soil health, and other key
indicators of greenhouse gas benefits from beneficial agricultural and aquacultural
practices;

(D) Types of incentives, grants, research, and assistance that would promote:
(1) Agricultural and aquacultural practices to produce greenhouse gas benefits; and
(i) Land and marine use policies and agricultural policies that would encourage
agricultural, aquacultural, and land use practices to provide greenhouse gas benefits
and result in tangible economic benefits to agricultural and aquacultural operations;
and

(E) Practices and policies that add trees or vegetation to expand the urban tree canopy in urban
areas to reduce ambient temperatures and increase climate resiliency and improve

161 9

greenhouse gas sequestration in Hawai‘i.” (Hawai ‘i Revised Statutes §225P-4)

The Office of Planning is actively working on sustainable development and climate resilience
planning and coordination for the state to meet the needs of the present without compromising the
ability of future generations to meet their own needs.

The Office of Planning is committed to supporting the Greenhouse Gas Sequestration Task
Force in their important role, and the OP would appreciate similar Environmental Response, Energy,
and Food Security Tax (“barrel tax”) funding as described in this bill to help financially support and
employ staff support for the Greenhouse Gas Sequestration Task Force and the Office of Planning’s
work on sustainability and climate adaptive planning and coordination.

Mahalo for the opportunity to submit testimony on SB 493.

SB493_BED-OP_02-05-21_AEN_Comments 2
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126 Queen Street, Suite 304 Honolulu, Hawaii 96813 Tel. 536-4587

SUBJECT: FUEL, Barrel Tax earmark for Hawaii Agriculture and Forest Carbon Positive
Incentive Program

BILL NUMBER: SB 493
INTRODUCED BY: GABBARD, CHANG, KEOHOKALOLE, Nishihara

EXECUTIVE SUMMARY: Establishes the Hawaii agriculture and forest carbon positive
incentive program, and funds it with an earmark on the barrel tax.

SYNOPSIS: Adds a new part to chapter 196, HRS, to establish the Hawaii agriculture and forest
carbon positive incentive program. The idea of the program is for the administering authority,
here the Hawaii Green Infrastructure Authority, to “incentivize carbon sequestration activities
through carbon incentives contracts that provide for compensation for eligible activities by
program participants.” In other words, it would pay people to undertake activities that are good
for the environment.

Amends section 243-3.5, HRS, to add an earmark to the environmental response, energy, and
food security tax (also known as the “barrel tax”) to fund the program.

Makes other conforming amendments.
EFFECTIVE DATE: Upon approval.

STAFF COMMENTS: The proposed measure would perpetuate the earmarking of barrel tax
revenues. Carbon sequestration activities may provide some benefit to the State. But does that
justify grabbing a pot of barrel tax money without going through the normal budgeting process
that also considers sweltering primary schools, underfunded state pensions, or disaster relief for
rain-flooded or lava-burnt counties as well as the economic decimation wrought by COVID-19?

Rather than the continual earmarking of revenues, a direct appropriation of general funds would
be preferable. Earmarking revenues from any tax type for a particular purpose decreases
transparency and accountability.

We also question whether the Hawaii Green Infrastructure Authority (HGIA) is the appropriate
agency to administer this program. It may be a better fit for the state Energy Office or the
Department of Agriculture.

Next, it should be remembered that revenues diverted for a special purpose, in this case to fund
an environmental incentive program, will not be counted against the state’s spending ceiling or
debt limit and will obscure the state’s true financial condition..

Digested 1/31/2021
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SB 493 forest carbon positive incentive program Comments
Aloha Chair Gabbard, Vice Chair Nishihara, and Members of the Committee,

Life of the Land is Hawai'i’'s own energy, environmental and community action group
advocating for the people and “aina for 51 years. Our mission is to preserve and protect
the life of the land through sound energy and land use policies and to promote open
government through research, education, advocacy and, when necessary, litigation.

Life of the Land has been engaged in fighting the climate crisis for more than two
decades.

HECO filed its third Integrated Resource Planning (IRP-3) application in 2003. Life of the
Land was the sole intervenor. As part of the Settlement, Life of the Land requested and
HECO agreed to a Public Meeting on Climate Change & Global Warming that was held at
the State Capitol Auditorium on June 8, 2007. The 394-page transcript is available on the
PUC document management system website.


mailto:henry.lifeoftheland@gmail.com

Life of the Land won the two Hawai'i Supreme Court cases addressing the climate crisis:
In re HELCO (May 10, 2019) and In re Gas Company (June 9, 2020). These decisions have
led to the filing of more than two dozen lifecycle greenhouse gas analyses in Hawai'i
Public Utilities Commission proceedings.

Life of the Land has been in more than a dozen Hawai'i Public Utilities Commission
bioenergy proceedings.

We regularly attend meetings of the Hawai'i Climate Change Adaptation Commission,
the City and County of Honolulu Climate Change Commission, and before it was
defunded by the Legislature, meetings of the Greenhouse Gas Sequestration Task Force.

We attended and participated in the Hawai'i Aviation and Climate Action Summit.

Greenhouse gas leakage (decreasing emissions in one silo while increasing it in
another silo but only measuring the first silo) is a serious issue recognized by the

Hawai’i State Legislature.

Act 234 SLH 2007 (HB 226 SD2 HD2 CD1). “There is established the greenhouse gas
emissions reduction task force [] shall prepare a work plan [] The work plan shall include
but is not limited to the following objectives [ Recommendations to minimize "leakage"
or a reduction in emissions of greenhouse gases within the State that is offset by an
increase in emissions of greenhouse gases outside the State.”

The Hawai'i Supreme Court recognized the problem of leakages and that is why the
Hawai'i Public Utilities Commission now requires lifecycle analyses.

The PUC dockets examining modifications to PAR Hawai'i Refineries with the HECO
Companies and with Hawai'i Gas delve into production and refining emissions. Life of
the Land and the State Energy Office are the two entities that intervened in the
proceedings.

Greenhouse gas analysis requires measurement, verification, transparency, and

additionality analysis (incentivizing real reductions, not reductions that would have

been done anyway in the absence of incentives).



The bill appears to have a noble cause of incentivizing climate crisis solutions.

Reviving the greenhouse gas sequestration task force is of vital importance. Funding it
so the entity can do its job makes sense.

Incentivizing sustainable forest programs that reduce greenhouse gas emissions and/or
sequester emissions makes sense.

However, SB 493 has serious flaws.

SB 493 establishes the Hawaii agriculture and forest carbon positive incentive program.
Appropriates funds. The funds would be provided to the Hawaii Green Infrastructure
Authority (HGIA) an entity that oversees financially supporting renewable energy and
energy efficiency programs and projects but that appears to have NO expertise in
agriculture or greenhouse gas emissions.

There are many ways to game forestry and agricultural operations, where one can be
rewarded for switching which land sections will be altered when, resulting in no
meaningful progress, with taxpayer subsidies going for the status quo, or for increasing
greenhouse gas emissions.

Take the AES coal plant. They took a piece of Central American land, kicked out the
native people, fenced it off, and claimed a carbon offset in 1989. There was no decrease
in forest-based greenhouse gas emissions, just a manipulation of the law.

Solutions to the climate crisis encompasses a vast realm of policies and implementation
strategies that must be analyzed with expertise.

Mahalo
Henry Curtis
Executive Director
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In SUPPORT of SB 493: Relating to Agriculture

Aloha Chair Gabbard, Vice Chair Nishihara, and members of the committee,

On behalf of our 27,000 members and supporters, the Sierra Club of Hawai‘i strongly supports
SB 493, to establish the Hawaii agriculture and forest carbon positive incentive program.

As the Vice Chair of the Oahu Group Sierra Club, as a conservation planner serving the island
of Oahu’s agricultural producers, and as an advanced degree graduate of the UH Manoa with
an expertise in soil health and soil carbon, | believe a program to incentivize carbon-smart
practices would greatly support the agricultural community and those that depend on the
preservation of our land.

After years of research with soil health and natural resource management, and years of local
professional experience, | have found one of the biggest challenges for making positive
changes in land management is creating enough financial incentive. This is particularly true for
small-acreage parcels, since typical incentive programs depend on higher acreage to return
benefits to the farmer. Farmers, ranchers, and land managers have complex jobs to fulfill their
independent operation responsibilities. Beyond their own operation, they are now also faced
with the expectation of regenerative land stewardship to benefit their surrounding communities
and environment. While we need these natural and working lands of all sizes to become more
climate resilient, we cannot expect their operators to navigate the hard work and fund the bill so
that we may all benefit.

As a whole, the Sierra club feels this bill will address our initial hurdles to launch Hawaii into a
functional carbon neutral system. We suggest to the committee as an amendment to this draft,
the removal of biofuel production from Phase 2 agricultural activities, so as to not incentivize
land use practices that may release soil carbon into the atmosphere if managed unsustainably.

Thank you very much for this opportunity to provide testimony in support of SB 493.

Mahalo,
Hannah Hubanks
Vice Chair, Sierra Club Oahu Group
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Comments:

To: The Honorable Michael Gabbard, Chair,

The Honorable Clarence Nishihara, Vice Chair, and Members of the
Senate Committee on Agriculture and Environment

From: The Climate Protectors Coalition

Re: Hearing SB493 RELATING TO AGRICULTURE

Friday February 5, 2021, 1:00 p.m., by videoconference

Position: The Climate Protectors Coalition supports SB493.

Aloha Chair Gabbard, Vice Chair Nishihara, and members of the Senate Committee on
Agriculture and Environment

The Climate Protectors Coalition is a group inspired by the Mauna Kea Protectors but
focused on reversing the climate crisis. As a tropical island State, Hawaii will be among
the first places harmed by the global climate crisis, with more intense storms, loss of
protective coral reefs, food insecurity, and rising sea levels destroying our shorelines.
We must do all we can to reduce our carbon footprint and become at least carbon
neutral as soon as possible.

In striving for carbon neutrality, it will not be enough to limit greenhouse gas emissions;
we must also draw carbon down from the atmosphere. This bill would encourage the
sequestration of atmospheric carbon gases by facilitating contracts with landowners and
farmers engaging in regenerative agriculture and sustainable forest practices. The
purpose of this Act is to establish a Hawaii agriculture and forest carbon positive
incentive program that will keep forests and working agriculture lands intact and
sequester additional carbon on those lands and to fund the program with a portion of
the revenues generated by the environmental response, energy, and food security tax.
This bill would be a significant step toward reducing atmospheric carbon that is

causing the climate crisis



The Climate Protectors Coalition urges you to pass this billl Mahalo!.

Climate Protectors Coalition (by Ted Bohlen)
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Supersistence

Comments:

Aloha Chair Gabbard, Vice Chair Nishihara, and Members of the Committee on

Agriculture and Environment,

Support for conservation agriculture practices is critical to environmental health and
climate change mitigation. | support SB493 to further agro-biodiversification.

Mahalo for the opportunity to testify.

-Hunter Heaivilin




m Environmental Caucus of
The Democratic Party of Hawai‘i

Friday, February 5, 2021, 1:00 am

Senate Committee on Agriculture and Environmental Protection

SENATE BILL 493 — RELATING TO AGRICULTURE: Carbon Positive Incentive Program/Green
Infrastructure Authority

Position: Strong Support

Me ke Aloha, Chair Michael Gabbard, Vice-Chair Clarence Nishihara, and Members of the Committee on
Agriculture and Environmental Protection:

The Environmental Caucus of the Democratic Party, through its Committee on Energy and Climate
Action, are in strong support of SB493, establishing a Hawaii Agriculture and Forest Carbon Positive
Incentive Program as part of the larger state initiative toward a regenerative economy. The purpose of
this bill is to provide definitions of activities qualifying for the incentive program, to establish a special
fund from the barrel tax, to identify the administrative priorities of the authority, to enlist the assistance
of the departments of agriculture and land and natural resources, and to report on these functions.

This well thought-out program functions both to incentivize regenerative land stewardship and to
disincentivize continuing use of fossil fuels through an increase in the barrel tax. Moreover, it reaches
beyond large landowners to encourage small landowner participation, broadening the democratic
nature of its applicability and its sense of aloha 'aina.

The Environmental Caucus recommends that the barrel tax contribution to be deposited in the special
fund be set at least 5 cents per barrel, to provide adequate funding, and potentially to consider
amending the bill to provide basic administrative funding through this special fund in this period of
pandemic-depressed State revenues.

The Caucus also strongly encourages reactivation of the Greenhouse Gas Sequestration Task Force, as a
highly effective network of ideas, information, and program feedback.

Thank you for the opportunity to address this innovative program.

Co-Chairs Charley ice and Edward Bohlen, Energy and Climate Action Committee of the Environmental
Caucus of the Democratic Party.
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Support



SB-493
Submitted on: 2/3/2021 11:10:31 AM
Testimony for AEN on 2/5/2021 1:00:00 PM

: L Testifier Present at
Submitted By Organization Position Hearing
| Stephanie Mock || Individual || Support || No
Comments:

| support this bill as it brings together agriculture, forests, and our working lands in a

program that helps to incentize action for the collective good.

Please support this bill.
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Submitted By Organization ;i::':r: PLZSa?mgat
| Fern Anuenue Holland || Individual || Support || No
Comments:

Strong support for this billl Mahalo Senators.
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Comments:

Please support the carbon positive program and a green infrastructure authority.
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