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Chair DeCoite, Vice Chair Wakai and members of the Committee. The
Department of Business, Economic Development and Tourism (DBEDT) supports
HB852 HD1 which amends the definition of "eligible business activity" to include the
processing of value-added agricultural products grown within an enterprise zone and
the development or production of renewable energy.

It should be noted that DBEDT currently in most cases already accepts value-
added agricultural processing companies into the program. This amendment does
however add clarity to the statute. DBEDT also supports amending wind energy to
renewable energy as defined in section 269-91 HRS. This will increase the pool of
eligible companies that can participate in the Enterprise Zone program and support the
state’s renewable energy goals.

Thank you for the opportunity to testify.
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In SUPPORT of
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RELATING TO STATE ENTERPRISE ZONES.

Chair DeCoite, Vice Chair Wakai, and Members of the Committee, the Hawaii
State Energy Office (HSEO) supports HB 852, HD1, which amends the definition of
"eligible business activity" in an enterprise zone to include the development or
production of renewable energy. HSEO defers to the Department of Business,
Economic Development, and Tourism on implementation.

The addition of renewable energy to the statute will broaden the potential for
energy projects in enterprise zones.

Thank you for the opportunity to testify.
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HOUSE BILL NO. 852, HOUSE DRAFT 1
RELATING TO STATE ENTERPRISE ZONES

Chairperson DeCoite and Members of the Committee:

Thank you for the opportunity to testify on House Bill No. 852, HD1 that seeks to
amend the definition of “eligible business activity” by adding “value-added agricultural
products” and the “development or production of renewable energy as defined in
Section 269-91” in State Enterprise Zones. The Department of Agriculture
(Department) offers comments and has concerns.

With respect to the inclusion of “value-added agricultural products”, the
Department supports increasing opportunity for the expanded use of Hawaii’s
agricultural products.

With respect to the inclusion of the nine sources of renewable energy described
under Section 269-91, the Department has strong concerns and requests the
Legislature first establish a fair balance between the competing goals for renewable
energy and increasing local food self-sufficiency. Agricultural activities occupying the
most productive agricultural lands (particularly here on Oahu in the Kunia Corridor, west
of Kunia Road) will be even less able to compete and survive against the utility-scale
solar energy industry if the latter is given further “regulatory flexibility” in seeking to
occupy the same land used for production agriculture.

Thank you for the opportunity to testify on this measure.
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Aloha Chair DeCoite, Vice-Chair Wakai, and Members of the Committee:

| am Brian Miyamoto, Executive Director of the Hawai‘i Farm Bureau (HFB). Organized since
1948, the HFB is comprised of 1,800 farm family members statewide and serves as Hawai'i’s
voice of agriculture to protect, advocate and advance the social, economic, and educational
interests of our diverse agricultural community.

The Hawai‘i Farm Bureau supports HB 852, HD1, which amends the definition of "eligible
business activity" to include the processing of value-added agricultural products grown within
an enterprise zone and the development or production of renewable energy.

The Hawai'i Enterprise Zone Program (EZ) was established to stimulate certain types of
business activity and increase employment in targeted areas of the State via tax and other
incentives. The EZ program is one of the few State programs which incentivizes economic
development in the most rural and distressed communities where agriculture is often the main
business activity. Agricultural-related businesses account for roughly half of all businesses in
the EZ program.

Farmers can increase their revenues and profits by “adding value” to raw agricultural crops.
Currently, off-grade and excess production is sometimes wasted due to market conditions.
Converting them into value-added products will not only increase farm revenue but also
provide new business opportunities, increase employment opportunities, and help address
Hawai'i’'s goals of increased self-sufficiency and sustainability.

Including the processing of value-added agricultural products that are grown within an
enterprise zone as an eligible business activity under that EZ program will support the
production of value-added products which can help farmers increase their income while
allowing locally produced value-added goods to compete with imported products, and expand
into new export markets, strengthening our local economy.

The strength of Hawai‘i’'s economy is dependent upon a diversity in commerce that is resilient
to economic downturns and aggressive in creating new growth opportunities.

Thank you for the opportunity to testify on this measure.
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Position: Support

The Hawaii Food Industry Association is comprised of two hundred member companies
representing retailers, suppliers, producers, and distributors of food and beverage related

products in the State of Hawaii.

HFIA is in support of this measure. Allowing for the production of renewable energy and the
manufacture of value added agricultural products is in keeping with the intent of Enterprise
Zones in the state. These are the types of activities that can help create a more diverse,
stronger local economy and we encourage the State to support them.

We urge the committee to vote yes and we thank you for the opportunity to testify.
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DATE: 03/13/2023
TO: EET Chair DeCoite, EET Vice Chair Wakai and EET Committee Members

FROM: the Hawai‘i Forest Industry Association (HFIA)
SUBJECT: In Support of HB852 HD1 Relating to State Enterprise Zones

Dear Chair DeCoite and Committee Members,

On behalf of the Directors and members of the Hawai’i Forest Industry Association (HFIA),
please support HB852 HD1 Relating to State Enterprise Zones.

HFIA’s membership includes individuals, small businesses, and corporations throughout the
state of Hawai’i with a wide array of professional experience and expertise in agriculture and
forestry.

The Hawai‘i Enterprise Zone Program was established to incentivize the growth of business
and increase employment in defined areas of the State. This program is one of the few that
focuses efforts on improving the economy of our most rural communities where agriculture,
including forestry, is often the main business activity. This measure HB852 HD1 will support
Hawai‘i’s healthy and productive forests by expanding the definition of “eligible business
activity” to include renewable energy and the processing of value-added agricultural products
and providing the advantages of the program to more of our rural communities and businesses.

Sustainable management of our forest and agricultural lands is one of our State’s top priorities
and expanding the Enterprise Zone Program to include value-added agricultural products will
support keeping our forests healthy, productive, and sustainable. Please support HB852 HDI1.

Mabhalo for your time and consideration,

Guy Cellier, Acting President
Hawaii Forest Industry Association

Established in 1989, HFIA's is a nonprofit organization founded by people committed to sustainable forest
management. HFIAs mission is to promote healthy and productive forests and a sustainable forest industry through
management, education, planning, information exchange, and advocacy. HFIA has over 130 members including
woodworkers, landowners, sawyers, foundations, foresters, growers, educators, environmentalists, architects, millers,
ranchers, and others interested in HFIA's mission and goals.

HFIA Board of Directors
Officers: Acting President/Vice-President Guy Cellier, Secretary Peter D. Simmons, Treasurer Wade
Lee Directors: Thomas Calhoun, Jeremy Campbell, Aaron Hammer, Nickolas Koch, Tai Lake, Michael
Sowards, Irene Sprecher, Michael Tam, Jorma Winkler, Ron Wolfe, Aileen Yeh
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HB852 HD1

Chair DeCoite, Vice Chair Wakai, and members of the committee,

Hawaii Clean Power Alliance (HCPA) supports HB852 HD1, which proposes to amend the
definition of “eligible business activity” to include the processing of value-added agricultural
products grown within an enterprise zone and the development or production of renewable
energy.

Hawaii Clean Power Alliance is a nonprofit alliance organized to advance and sustain the
development of clean energy in Hawaii. Our goal is to support the state’s policy goal of 100
percent renewable energy by 2045. We advocate for utility-scale renewable energy, which is
critical to meeting the state’s clean energy and carbon reduction goals.

The Enterprise Zone program is a powerful economic development tool established by the
state in 1986 in conjunction with the counties build stronger communities by bringing
economic development and mandatory job growth to targeted economically challenged
areas within the state. By expanding this definition to include value-added agriculture
products and development and production of renewable energy brings heightened
opportunity within two of the state’s most vital - and most at risk - policy priorities.

For farmers, these proposed amendments may help boost local farmers’ ability to grow crops
that will provide them steady market commerce for multiple years.

This expanded definition opens opportunity for greater clean energy development and
production, essential to meet the state’s clean energy goals. With the recent federal Inflation
Reduction Act (IRA) incentives that provide for up to 50% investment tax credit for certain
renewable energy development projects, this small incentive will prove to be beneficial in
attracting these projects to Hawaii instead of the other 49 states, which are all vying for these
IRA subsidized projects. These cost reductions available through the federal tax incentives
would be passed on to ratepayers.

We ask the committee to pass this bill.
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HB 852 HD1
Chair DeCoite, Vice Chair Wakai, and members of the committee,

Hawaii Gas supports HB852 HD1, which amends the definition of “eligible business activity” to
include the processing of value-added agricultural products grown within an enterprise zone
and the development or production of renewable energy.

Hawaii Gas distributes a blend of gas that ranges from low-carbon to negative-carbon emissions
through approximately 1,100 miles of mostly underground utility pipeline statewide. Our main
utility system includes a blend of gas that includes Synthetic Natural Gas (SNG), Renewable
Natural Gas (RNG), and Hydrogen. Despite representing less than 1% of the greenhouse gases
emitted into Hawaii’s atmosphere, we are working to conscientiously reduce our greenhouse
gas emissions by pursuing cost-effective, local, renewable energy projects.

As you know, the Enterprise Zone Program was initially established within DBEDT by the
legislature to stimulate various business activity and employment in targeted areas of the state.
Clean energy and agriculture are two of Hawaii’s top priorities and essential to the state’s
sustainability. By expanding the definition of “eligible business activity” to include value-added
agriculture products and the development or production of renewable energy, this proposal
will bring the advantages of the EZ Program to two of the state’s top priorities and most
challenging sectors.

For Hawaii Gas specifically, this will help stimulate and develop local feedstock that can be
used to produce local renewable natural gas (RNG). RNG is made by capturing and refining
biogases released from decomposing organic waste material. RNG is considered a carbon
neutral and a carbon negative fuel and is derived from various biogenic feedstocks, including
wastewater sludge, animal manure, food waste, agricultural residues, forest product residues,
municipal waste, and energy crops. Hawaii Gas is actively pursuing locally sourced RNG and
hydrogen projects as part of our decarbonization strategies to support the state’s goal of
carbon neutrality.

We urge the committee to pass HB 852 HD1.

Thank you for the opportunity to testify.
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Greg Shimokawa
Director, Renewable Acquisition
Hawaiian Electric
Chair DeCoite, Vice Chair Wakai, and Members of the Committee:

My name is Greg Shimokawa and | am testifying on behalf of Hawaiian
Electric in support of H.B. 852 H.D.1, Relating to Sate Enterprise Zones.

H.B. 852 H.D.1 aims to expand the definition of “eligible business activity” by
increasing the qualifying activities for production of electric power from “wind” to
“‘development or production of renewable energy,” thereby allowing a broader range of
business activities to qualify for participation in Hawaii’s Enterprise Zone Program.

Allowing a broader range of renewable energy projects to participate in Hawaii’s
Enterprise Zone Program, and qualify for State business tax credits and State general
excise exemptions, may prompt growth and development in the private sector, and
hopefully lead to advances in renewable energy. Participation in the Enterprise Zone
Program may help lower the cost of renewable energy projects, which will benefit
Hawaiian Electric’s customers by enabling greater customer savings.

Thank you for this opportunity to comment in support of H.B. 852 H.D.1.

Hawaiian Electric PO BOX 2750 / HONOLULU, HI 96840-0001
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Ulupono Initiative supports HB 852 HD1, Relating to State Enterprise Zones.
Dear Chair DeCoite and Members of the Committee:

My name is Micah Munekata, and I am the Director of Government Affairs at Ulupono
Initiative. We are a Hawai‘i-focused impact investment firm that strives to improve the
quality of life throughout the islands by helping our communities become more resilient
and self-sufficient through locally produced food, renewable energy and clean
transportation choices, and better management of freshwater resources.

Ulupono supports HB 852 HD1, which amends the definition of "eligible business
activity"” to include the processing of value-added agricultural products grown within an
enterprise zone and the development or production of renewable energy.

Ulupono supports the State’s goals to double local food production by 2030 and the 100%
renewable portfolio standard by 2045. This bill seeks to expand business opportunities in
both the agricultural and renewable energy sectors with the inclusion of value-added
products and renewable energy developments in the enterprise zone. If we are serious
about meeting these ambitious goals, the State must find a way to support industry with
positive policies and sustained funding.

Thank you for the opportunity to testify.
Respectfully,

Micah Munekata
Director of Government Affairs

Investing in a Sustainable Hawai‘i

999 Bishop Street, Suite 1202 | Honolulu, Hawai‘i 96813 & 808.544.8960 & 808.432.9695 | www.ulupono.com
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SUBJECT: INCOME, GENERAL EXCISE, UNEMPLOYMENT, Add agricultural product
processing as an eligible Enterprise Zone activity.

BILL NUMBER: HB 852 HD 1
INTRODUCED BY: House Committee on Economic Development

EXECUTIVE SUMMARY:: Amends the definition of "eligible business activity" to include the
processing of value-added agricultural products grown within an enterprise zone and the
development or production of renewable energy.

SYNOPSIS: Amends section 209E-2, HRS, to add as an eligible business activity the processing
of value-added agricultural products all or some of which were grown within an enterprise zone.

Also expands the existing eligible activity of production of electric power from wind to
development or production of renewable energy for sale primarily to a public utility.

EFFECTIVE DATE: June 30, 3000.

STAFF COMMENTS: The enterprise zone program was enacted as a cooperative program
between the state and the counties to promote jobs in areas of high unemployment. Certain areas
are designated as enterprise zones through joint action of the state and counties. In a zone, the
state offers an income tax credit for the tax attributable to the eligible business conducted in the
zone, which is normally applied on a sliding scale — 80% for the first year, 70% for the second,
and so on until the credit is 20% for the seventh and last year in the program. It also offers an
unemployment tax credit for the tax attributable to employees doing the eligible business in the
zone, on the same sliding scale. Finally, the state offers a general excise tax exemption for the
eligible business attributed to the zone. The counties also offer incentives, which vary by county.
In return, the business commits to either maintain or increase the number of employees in the
zone doing the eligible activity, depending on whether it was already in the zone upon
designation or moved to the zone.

As business incentives go, the enterprise zone program is better than most. The incentive applies
to a specific activity (here, creating and maintaining employment) targeted to the problem the
program seeks to address. The incentive tapers off over time and then stops. It requires
accountability, namely required reports to DBEDT for a business to retain its eligibility. The
business itself may need a different kind of assistance, such as financing, but the state is here
focusing on creating and maintaining jobs in areas that need them.

One criticism of the program is that the designated eligible activities do not seem to have a
common thread running through them except that the various activities seem to have been the
Flavor of the Month at one time or other. Eligible activities at present are:

= Agricultural production or processing
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= Manufacturing

= Wholesaling/Distribution

= Aviation or maritime repair or maintenance

= Telecommunications switching and delivery systems
= Information technology design and production

= Medical research, clinical trials, and telemedicine

= For-profit training programs in international business management or environmental
remediation

= Biotechnology research, development, production, or sales
= Repair or maintenance of assisted technology equipment

= Certain types of call centers

= Wind energy producers

The enterprise zone program has been around since 1986. Has there been a comprehensive
evaluation of the program and do lawmakers know exactly how much bang they have gotten for
their bucks? If the program works, great; if it doesn’t work, scrap it. In either event, concurrent
efforts must be made to improve Hawaii’s business climate to enhance the economic prospects
for all businesses.

Digested: 3/13/2023
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Aloha, Chair DeCoite, Vice Chair Wakai, and Committee Members:

The Environmental Caucus of the Democratic Party of Hawai‘i has an enrolled
membership of more tlhan 7,000 voting residents here in Hawai‘i. We strongly OPPOSE HB
852, HD 1. The bill would amend HRS Chapter 209E, the State Enterprise Zones chapter, to
provide LARGE TARGETED FINANCIAL BENEFITS to basically one enterprise, the highly
controversial Hu Honua project on Hawai‘i Island. The primary change proposed by this bill
would amend HRS §209E-2, the definitions section, to change one class of financial
beneficiaries of the Enterprise Zone regime of tax benefits to include enterprises that engage in

(4) [Preduction] Development or production of [electricpowerfrom-wind]

renewable energy, as defined in section 269—91 for sale primarily to a public
utility company for resale to the public;

This change has one very obvious purpose, namely to provide tax benefits to Hu Honua.
There is, to our knowledge, no other entity in the State that would benefit from this amendment.

And let’s look at those tax benefits, as spelled out in HRS §209E-10 (a) and (c):

(a) The department shall certify annually to the department of taxation the
applicability of the tax credit provided in this chapter for a qualified business
against any taxes due the State. Except for the general excise tax, the credit shall
be eighty per cent of the tax due for the first tax year, seventy per cent of the tax
due for the second tax year, sixty per cent of the tax due for the third year, fifty
per cent of the tax due the fourth year, forty per cent of the tax due the fifth
year, thirty per cent of the tax due the sixth year, and twenty per cent of the tax
due the seventh year. .... [and]
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(c) In addition to any tax credit authorized under this section, any qualified
business shall be entitled to a tax credit against any taxes due the State in an
amount equal to a percentage of unemployment taxes paid. The amount of the
credit shall be equal to eighty per cent of the unemployment taxes paid during
the first year, seventy per cent of the taxes paid during the second year, sixty per
cent of the taxes paid during the third year, fifty per cent of the taxes paid during
the fourth year, forty per cent of the taxes paid during the fifth year, thirty per
cent of the taxes paid during the sixth year, and twenty per cent of the taxes
paid during the seventh year.

Hu Honua purports to develop “firm renewable energy” by proposing to cut down and
burn hundreds of acres of eucalyptus trees, which is a highly polluting procedure. The
proponents of this project have no credible plan for continued burning once the present forest is
burned down. Evidently, they are proposing to IMPORT into Hawai‘i tons and tons of wood
pellets from some other State or country. That would change their energy source to “unfirm”
because it would be highly dependent on a very long supply chain of thousands of miles.

Moreover, we understand that Hu Honua built their entire processing plant without the
required Hawai‘i County construction permits.

As most Legislators also know, this project has been embroiled in litigation before the
Hawaii courts and the Public Utilities Commission (PUC) for a decade, and that litigation
continues today. Hu Honua’s proposals have been rejected every step of the way by the PUC.

And Hu Honua’s proposed charges for electricity greatly exceed what can be offered to
the Hilo-area public if solar power were used.

Just yesterday (as of this writing), Monday, March 13, 2023, Hu Honua suffered yet
another stinging defeat in the Hawai‘i Supreme Court. In a unanimous decision, the Court
reaffirmed the PUC’s decision of May 23, 2022, in which the PUC specifically found that Hu
Honua’s plan for burning hundreds of acres of eucalyptus, with only “speculative” plans for
growing a replacement generation of trees, was not carbon-neutral. The court stated:

In the order, the PUC found that the project would produce massive GHG
[Greenhouse Gas] emissions, and that Hu Honua’s promise of carbon neutrality rested
on speculative, uncertain assumptions. The commission expressed serious doubts that
Hu Honua could actually live up to its sequestration estimates. . . .

The PUC was particularly troubled by the frontloading of GHG emissions in the
project. ...
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The PUC also found that the Amended PPA [Power Purchase Agreement] would
significantly increase costs for rate-payers. Six years into the project, the fuel price was
set to spike 15%, for no discernable reason. That spike - in combination with other
pricing terms and adjustments for inflation - meant that the cost would continually rise.

The PUC had another big time concern. The commission found that not only
would the project fail to accelerate the retirement of fossil-fuel, it would displace other,
more environmentally friendly renewable resources.

Summing up, the PUC found that the proposed project would emit substantially
more carbon than it sequestered for at least the first 25 years of operation and raise
ratepayer prices for the full term. And the PUC found Hu Honua’s promise of eventual
carbon neutrality speculative at best. Based on these findings, the PUC concluded that
the Amended PPA was not in the public interest. It rejected the agreement.

In the Matter of the Application of HAWAI‘l ELECTRIC LIGHT COMPANY, INC., at pp. 8-
10, emphasis in original except last emphasis is added. https://www.courts.state.hi.us/wp-
content/uploads/2023/03/SCOT-22-0000418.pdf

In yesterday’s ruling, the Hawai‘i Supreme Court reaffirmed the PUC’s decision of May
2022 after HELCO and Hu Honua jointly appealed from the PUC decision.

One more point - The Enterprise Zones chapter has been on the law books since 1986,
nearly 40 years. As the Tax Foundation of Hawaii pointed out in earlier testimony on the present
bill before the Senate Committee on Energy, Economic Development and Tourism, it appears
that the chapter has never been evaluated for effectiveness. The Tax Foundation stated:

The enterprise zone program has been around since 1986. Has there been a
comprehensive evaluation of the program and do lawmakers know exactly how much
bang they have gotten for their bucks? If the program works, great; if it doesn’t work,
scrap it. In either event, concurrent efforts must be made to improve Hawaii’s business
climate to enhance the economic prospects for all businesses.

We agree with the Tax Foundation that, before any other business gets to reap tens of
thousands of dollars in tax benefits on the basis of Chapter 209E, there needs to be a
comprehensive review of the Chapter’s effectiveness.

We believe further that this review must consider whether Chapter 209E is functioning in
the public interest. Meanwhile, it is completely clear that opening up Chapter 209E benefits to
Hu Honua is manifestly NOT in the public interest.
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Please defer this very bad bill. Thank you for the opportunity to testify.

Alan B. Burdick and Melodie Aduja, co-chairs
Environmental Caucus of the Democratic Party of Hawai‘i
Burdick808@gmail.com 808-927-1500
legislativepriorities@gmail.com 808-258-8889
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HB-852-HD-1
Submitted on: 3/14/2023 6:29:09 AM
Testimony for EET on 3/16/2023 1:00:00 PM

Submitted By Organization Testifier Position Testify
Caroline Azelski Individual Support W”ttenOTn(I%;tlmony
Comments:

In support of HD1. Thank you.
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