JOSH GREEN, M.D.
GOVERNOR

SYLVIA LUKE

DEPARTMENT OF BUSINESS, LT GOVERNOR

ECONOMIC DEVELOPMENT & TOURISM JAMES KUNANE TOKIOKA
KA ‘OIHANA HO'OMOHALA PA‘OIHANA, ‘IMI WAIWAI

DANE K. WICKER

A HO‘OMAKA‘lKA‘l DEPUTY DIRECTOR
BUSINESS DEVELOPMENT AND SUPPORT DIVISION DENNIS T. LING
No. 1 Capitol District Building, 250 South Hotel Street, 5th Floor, Honolulu, Hawai‘i 96813 Telephone:  (808) 586-2355
Mailing Address: P.O. Box 2359, Honolulu, Hawai‘i 96804 Fax: (808) 586-2377

Web site: dbedt.Hawai'i .gov

Statement of
Dennis T. Ling
Administrator
Business Development and Support Division
Department of Business, Economic Development, and Tourism
before the
SENATE COMMITTEE ON
ECONOMIC DEVELOPMENT AND TOURISM

Thursday, February 5, 2026
1:00 PM
State Capitol, Conference Room 229

In consideration of
SB2360
RELATING TO STATE ENTERPRISE ZONES.

Chair Decoite, Vice Chair Wakai and members of the Committee. The Business
Development and Support Division (BDSD) of the Department of Business, Economic
Development and Tourism (DBEDT) supports the intent of SB2360 and offers
comments on this bill which amends the definition of "eligible business activity" for
Enterprise Zone program purposes to include retail sales of tangible personal property
manufactured and sold in the enterprise zone that is to be used or consumed by the
purchaser and not for resale, the processing of value-added agricultural products grown
within an enterprise zone, and the provision of professional services by health care
professionals in health care related sectors. This bill also extends the eligibility period of
the state business tax credit and general excise tax exemption for qualified businesses
within state enterprise zones from 7 years to 9 years. For qualified businesses engaged
in the manufacturing of tangible personal property or the producing or processing of
agricultural products, this bill extends the eligibility period from 10 years to 12 years.

This bill additionally makes the extension of the state business tax credit eligibility



period applicable to taxable years beginning after 12/31/2026 and the extension of the
general excise tax exemption eligibility period take effect on 1/1/2028.

BDSD agrees that new manufacturing and value-added agricultural production
business models have evolved since the Enterprise Zones program was established.
Specifically, many manufacturers and value-added agricultural product producers sell
direct to consumers and thus do not benefit from this program even though they may be
creating jobs in economically challenged areas of the state. In addition, agricultural
producers and growers have also experienced this changing business environment and
would benefit if included in the amended definition. BDSD recognizes concerns that
retail sales reporting could potentially include revenue from products manufactured,
produced or grown outside of an enterprise zone, which is not eligible for program
benefits. Since reporting occurs at the business level, BDSD has limited ability to
directly control such action.

BDSD understands that health care services are a growing sector of our
economy and that supporting this sector with incentives might help provide our state
with these vital services. Under this measure, the broad definition of health care allows
a spectrum of practices, including nonregulated or unlicensed practices. Delineated
program eligibility, including limitations of the size of the practice, may help ensure that
this measure is implemented as intended.

BDSD recommends that this bill apply to all qualified companies that join the
program from July 1, 2026, and there be no provision for retroactivity.

BDSD defers to the State Department of Taxation for revenue implications,
compliance, and administrative issues, e.g., the state tax form N-756 Enterprise Zone
Tax Credit would need to be modified.

Thank you for the opportunity to testify.
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Chair DeCoite, Vice Chair Wakai, and Members of the Committee,

The Department of Business, Economic Development & Tourism (DBEDT) supports
SB2360, which modernizes and strengthens Hawai‘i’'s Enterprise Zone (EZ) Program as
a strategic economic development tool.

Hawai‘i’'s economy is at a transition point. The State has been intentional in targeting
industry sectors that can diversify the economy, increase local production, build export
capacity, and create higher-wage career pathways. DBEDT’s statewide economic
framework focuses on anchoring and expanding industries including advanced
manufacturing, value-added agriculture, food innovation, technology and innovation,
creative industries, energy, and health-related sectors. This framework emphasizes that
infrastructure and facilities alone are not enough, they must be paired with targeted
policy tools and incentives to help firms start, scale, and remain in Hawai'i .

SB2360 helps align the EZ program with how modern businesses operate and how
Hawai‘i must compete.

1. Aligning Incentives with Targeted Industries

The bill expands eligibility to include:
e Retail sales of tangible personal property manufactured within the zone

e Processing of value-added agricultural products
e Professional health-care related services
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These updates directly support sectors the State is intentionally growing:

e Value-added agriculture & food manufacturing — central to food security, local
production, and export growth

e Advanced and small-scale manufacturing — critical for import substitution and
brand-based exports

e Healthcare and health services — a growing sector tied to workforce
development and innovation

This alignment ensures the EZ program supports industries that are part of
Hawai‘i's long-term economic resilience strategy rather than legacy business
models.

2. Incentives That Help Businesses Scale
Hawai‘i businesses face higher operating costs, limited access to facilities, and
barriers to scaling production. EZ incentives help bridge the “valley of death”
between startup and commercial scale by improving cash flow during the most
fragile growth years. These incentives include:
e State business tax credits

e General excise tax exemptions on eligible activities
¢ Unemployment tax credits
e County-level fee waivers and permitting assistance

Extending eligibility periods (from 7 to 9 years, and longer for manufacturing and
agricultural processing) recognizes the longer runway required in Hawai'‘i for
capital-intensive sectors such as food processing, manufacturing, and
production-oriented businesses. These firms often invest heavily in equipment,
facilities, and workforce training before achieving full production scale. Stability
and predictability in incentives are essential to attracting, anchoring, and
retaining them.

3. Supporting Place-Based Economic Development

Enterprise Zones are not just industry tools, they are place-based development
tools. SB2360 strengthens the State’s ability to:
e Target specific areas for economic activation

e Encourage clustering of production-oriented businesses
e Link facilities investments with business growth
e Drive job creation in designated communities

As the State invests in food and product innovation facilities, manufacturing
training centers, creative industry spaces, and other economic infrastructure, EZ
incentives help ensure businesses can actually locate in and grow within these
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regions. Infrastructure without aligned incentives limits return on public
investment; SB2360 helps ensure both work together.

4. Modernizing the Program for Today’s Economy

The bill updates outdated requirements that assumed manufacturers sold
primarily to wholesalers. Today’s local producers often sell directly to retail or
through hybrid models. SB2360 modernizes eligibility so Hawai‘i companies are
not penalized for operating under current business practices. This keeps the EZ
program relevant and competitive.

These changes help Hawai‘i be intentional not only about building infrastructure and
facilities, but also about providing the policy and incentive environment necessary for
businesses to grow, create jobs, and contribute to a more resilient economy.

Mahalo for the opportunity to provide testimony in support of SB2360.
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Chair DeCoite, Vice-Chair Wakai, and Members of the Committee:

The Department of Taxation (DOTAX) offers the following comments regarding
S.B. 2360 for your consideration.

Part |, section 2 of S.B. 2360 adds new definitions for (1) “tangible personal
property,” and (2) “value-added agricultural product,” and amends the definition of
“eligible business activity” within an enterprise zone under section 209E-2, Hawaii
Revised Statutes (HRS), to include:

(1) the retail sale of “tangible personal property,”
(2) the processing of “value-added agricultural products,” and
(3) the providing of certain health care professional services.

As a result, if these activities are performed in an enterprise zone, they would be
entitled to the tax benefits associated with the enterprise zone program.

Part I, section 3 of the bill clarifies that the amendments under Part Il would
apply to chapter 209E qualified businesses on or after July 1, 2026.
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Part Il, section 4 of the bill amends section 209E-9, HRS, by extending the
requirement of a qualified business to increase its average annual number of full-time
employees by at least 15 percent per year through 9 years, rather than the 7 years
currently required.

Part Il, section 5 of the bill amends section 209E-10, HRS, to extend the
timeframe that the Enterprise Zone Tax Credit may be claimed from 7 years to 9 years.
The credits for years 7, 8, and 9 are set at 20 percent of a qualified business’ taxes due
in the State, and 20 percent of unemployment taxes paid. For qualified businesses
engaged in the manufacturing of tangible personal property, or producing or processing
agricultural products, the credit for years 10 through 12 are set at 20 percent of the
taxes due, and 20 percent of unemployment taxes paid.

Finally, Part Il, section 6 of the bill amends section 209E-11, HRS, to extend the
general excise tax (GET) exemption for construction (contractors) performed for a
qualified business within an enterprise zone, from 7 years to 9 years, and to extend the
GET exemption for qualified businesses engaged in the manufacturing of tangible
personal property, or the producing or processing of agricultural products, from 10 years
to 12 years.

This measure has an effective date of July 1, 2026, with section 5 of the bill
applicable to taxable years beginning after December 31, 2026, and section 6 effective

on January 1, 2028.

DOTAX notes that it can administer the tax law changes in sections 5 and 6 of
the measure with the stated effective dates.

Thank you for the opportunity to provide comments on this measure.
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Chair DeCoite, Vice Chair Wakai, and Members of the Committee,

Thank you for the opportunity to submit testimony in support of SB2360, which
updates Hawai‘i’'s Enterprise Zone (EZ) Program to include value-added products.

This measure modernizes the EZ Program, so it better reflects Hawai‘i’'s current
economic development priorities and supports industries that grow local production,
increase in-state processing, and expand employment opportunities.

I. Purpose of the Enterprise Zone Program

The Enterprise Zone Program was created to stimulate economic activity in targeted
areas by encouraging business development, investment, and job creation. Its core
purpose is to:

e Incentivize business growth in priority sectors.
o Encourage the expansion of higher-value economic activity; and
e Promote long-term, sustainable employment opportunities.

Updating the program to explicitly include value-added products align with this original
intent by recognizing that economic growth today is driven not only by production, but
also by processing, packaging, and product development.

State Office Tower ® 235 South Beretania Street, Suite 205 @ Honolulu, Hawai'i 96813
(808) 586-0186 ® www.dbedt.hawaii.gov/adc
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Il. Importance of Value-Added Products

Value-added activities transform raw or minimally processed inputs into higher-value
goods. Including these activities within the EZ Program supports:

« Retaining more economic value within the State rather than exporting raw
materials.

« Encouraging innovation, branding, and product diversification; and
« Strengthening linkages between producers, processors, and markets.

By incentivizing value-added production, the EZ Program can better support small and
mid-sized businesses seeking to scale operations and reach new markets.

lll. Job Creation and Workforce Development

Value-added industries tend to generate a wider range of jobs than primary production
alone, including:

o Manufacturing and processing positions.

e Logistics and distribution roles.

« Quality control and compliance jobs; and

e Marketing and product development functions.

Expanding EZ eligibility to include value-added products increases the program’s
potential to create stable, skilled jobs and diversify employment opportunities across
multiple sectors of the economy.

IV. Economic Diversification and Resilience

Hawai‘i’'s economy has long relied on a limited number of sectors. Updating the EZ
Program to include value-added production helps:

« Diversify the State’s economic base.
e Support local entrepreneurship and business scaling; and
e Reduce vulnerability to external market disruptions.

This approach promotes a more balanced economy by encouraging industries that
convert local inputs into higher-value outputs and retain economic benefits within
Hawai'i.

State Office Tower ® 235 South Beretania Street, Suite 205 ® Honolulu, Hawai'i 96813
(808) 586-0186 ® www.dbedt.hawaii.gov/adc
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Conclusion

SB2360 strengthens the Enterprise Zone Program by aligning it with modern economic
development strategies. By including value-added products, the bill ensures that the
program:

o Better supports business growth and innovation.

o Creates new job opportunities; and

e Advances economic diversification and long-term resilience.
For these reasons, we respectfully urge your favorable consideration of SB2360.
Thank you for the opportunity to submit testimony.

Respectfully submitted,

State Office Tower ® 235 South Beretania Street, Suite 205 ® Honolulu, Hawai'i 96813
(808) 586-0186 ® www.dbedt.hawaii.gov/adc
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Aloha Chair Decoite, Vice Chair Wakai and Members of the Committee,

I am Benson Medina, Director of the Department of Research and Development, County of
Hawai‘i. Our Department’s Business and Industry Development Program supports a regenerative
economy and a thriving business environment.

The County of Hawai‘i provides written testimony in SUPPORT of SB2360 to amend the
definition of “eligible business activity”, as well as extending the eligibility period of tax credit
and general excise tax exemption.

We have seen successful utilization of the State’s Enterprise Zone program with 104 businesses
graduating from the program and 31 currently enrolled. 25 of those 31 are agriculture related and
the addition of processing of value-added agricultural products grown within the enterprise zone
is a welcome amendment to the program. The other addition of healthcare professionals is a
much-needed change and will support our island’s access to care issues.

We appreciate the introducers for the thoughtful additions to the program and look forward to this
bill’s positive impact on our economy.

Thank you for the opportunity to provide testimony in SUPPORT of SB2360.

Respectfully,

2

Benson Medina
Director

Hawai'i County is an Equal Opportunity Provider and Employer
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The Honorable Lynn DeCoite, Chair,
The Honorable Glenn Wakai, Vice-Chair,
and Members of the Committee on Economic Development and Tourism
State of Hawai‘i Senate
415 South Beretania Street, Room 225
Honolulu, Hawai‘i 96813

SUBJECT: Honolulu Office of Economic Revitalization Support for Senate Bill 2360
Relating to State Enterprise Zones

Dear Chair DeCoite, Vice-Chair Wakai, and members of the Committee:

The Office of Economic Revitalization (OER) supports SB2360. This measure
strengthens and modernizes the State Enterprise Zone Program by expanding eligibility and
extending incentives that encourage business growth, investment, and job creation in
communities that need it most.

From an economic development standpoint, SB2360 supports diversification by
recognizing evolving business models and broadening opportunities for local manufacturers,
value-added activities, and essential services to thrive. These updates help retain local
enterprises, stimulate private investment, and keep economic activity circulating within Hawai'‘i’'s
communities rather than leaving the state.

SB2360 also advances workforce development by incentivizing business expansion and
new hiring, creating pathways to stable, quality jobs for residents. OER views this bill as a
practical, targeted tool to support small businesses, strengthen local economies, and promote
long-term economic resilience. For these reasons, OER respectfully supports SB2360.

Should there be any questions, please contact Constancio Paranal, Grants, Innovation
and Performance Director at (808) 768-4932 or via email at c.paranal@honolulu.gov.

Sincerely,
Digitally signed by Asselbaye,
J@% %@ . Amy
Date: 2026.02.04 15:55:23 -10'00'
Amy Asselbaye

Executive Director
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Aloha Chair DeCoite, Vice Chair Wakai, and Members of the Committee:

My name is Dave Erdman, and | am the Interim President and CEO of Retail Merchants of Hawai'‘i
(RMH), a statewide nonprofit trade association representing retailers, shopping centers, and allied
businesses across Hawai'i.

Retail Merchants of Hawai‘i supports SB 2360.

This measure modernizes and strengthens the State’s Enterprise Zone Program in ways that directly
benefit local retailers, manufacturers, and value-added producers. By expanding the definition of
eligible business activity to include retail sales of tangible personal property manufactured and sold
within an enterprise zone for consumer use, SB 2360 recognizes the full economic value of local,
Hawaii-based retail.

Many retailers today are not simply points of sale. They are vertically integrated businesses that
manufacture, process, or add value locally and sell directly to residents and visitors. This bill
appropriately aligns the Enterprise Zone Program with today’s retail and manufacturing realities.

SB 2360 also supports retailers engaged in the processing and sale of Hawai‘i-grown agricultural
products, encouraging local sourcing, value-added production, and stronger supply chains. These
businesses help keep dollars circulating in local communities, support agriculture, and create stable
jobs.

Extending the eligibility period for state business tax credits and general excise tax exemptions
provides greater certainty for long-term investment decisions. Retailers and manufacturers often
make significant upfront investments in facilities, equipment, and workforce development. Longer
eligibility periods improve financial feasibility and encourage businesses to remain and grow within
enterprise zones.

Overall, SB 2360 strengthens economic development tools that support local businesses, promote
manufacturing and value-added production, and encourage reinvestment in underserved areas.

For these reasons, Retail Merchants of Hawai‘i respectfully supports this measure.
Thank you for the opportunity to provide testimony.
Dave Erdman

Interim President and CEO
Retail Merchants of Hawai‘i

-
, 3610 Waialae Ave e Honolulu, HI 96816% (808) 592-4200™4 derdman@rmhawaii.org
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SUBJECT: INCOME, GENERAL EXCISE, UNEMPLOYMENT, Add eligible Enterprise Zone
activities

BILL NUMBER: SB 2360

INTRODUCED BY: DECOITE, CHANG, FUKUNAGA, GABBARD, HASHIMOTO,
KIDANI, LAMOSAO, MCKELVEY, RICHARDS, Elefante, Wakai

EXECUTIVE SUMMARY: Amends the definition of "eligible business activity" for Enterprise
Zone Program purposes to include retail sales of tangible personal property manufactured and
sold in the enterprise zone that is to be used or consumed by the purchaser and not for resale, the
processing of value-added agricultural products grown within an enterprise zone, and the
provision of professional services by health care professionals in health-care related sectors.
Extends the eligibility period of the state business tax credit and general excise tax exemption for
qualified businesses within state Enterprise Zones from 7 years to 9 years. Extends the eligibility
period of the general excise tax exemption for qualified businesses within state Enterprise Zones
engaged in the manufacturing of tangible personal property or the producing or processing of
agricultural products from 10 years to 12 years. Makes the extension of the state business tax
credit eligibility period applicable to taxable years beginning after 12/31/2026. Makes the
extension of the general excise tax exemption eligibility period take effect on 1/1/2028.

SYNOPSIS: Amends section 209E-2, HRS, to add as eligible business activities the activities
mentioned in the above summary.

Amends section 209E-9, HRS, to extend enterprise zone eligibility from 7 to 9 years.

Amends section 209E-10, HRS, to allow an income tax credit of 20% of the tax for years 7
through 9. Allows an unemployment tax credit of 20% of the tax for years 7 through 9.

Amends section 209E-11, HRS, to continue the general excise tax exemption for years 7 through
9.

EFFECTIVE DATE: July 1, 2026. The income tax provisions apply to taxable years beginning
after December 31, 2026, and the GET provision takes effect on January 1, 2028.

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 (under current law).
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
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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

* 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: 2/2/2026
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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 SB 2360, which modernizes the State Enterprise
Zone (EZ) Program by expanding eligible business activities, including the processing of
value-added agricultural products, retail sales of products manufactured within an
enterprise zone, and by extending the duration of key tax incentives for qualified
businesses.

The Hawai‘i Enterprise Zone Program was established to stimulate economic activity and
job creation in targeted areas of the State, particularly in rural and economically
distressed communities where agriculture is often the primary industry. Agricultural
production, processing, and distribution have consistently been among the most common
business activities participating in the EZ program.

SB 2360 recognizes how business models have evolved since the EZ program was first
created. Many agricultural and food businesses now sell products directly to consumers
rather than through wholesalers. Allowing locally manufactured and processed
agricultural products to be sold at retail within an enterprise zone reflects current market
realities and supports small, diversified farming operations that rely on direct-to-consumer
sales.

We also strongly support the bill’s inclusion and clarification of value-added agricultural
products as an eligible business activity. Agriculture in Hawai‘i extends beyond growing
crops and raising livestock; it includes processing, packaging, and preparing products for
market. Value-added processing allows farmers and ranchers to retain more economic
value locally, create jobs, and improve the viability of their operations.



Extending the eligibility period for EZ tax credits and general excise tax exemptions
provides agricultural businesses with a longer planning horizon. Farming and agricultural
processing require substantial upfront investments in land, equipment, labor, and
infrastructure, and often take years to become financially stable. Additional time under
the EZ program helps businesses weather market volatility, natural disasters, and supply
chain disruptions.

SB 2360 builds upon prior efforts supported by HFB to ensure the EZ program remains
relevant, effective, and accessible to agricultural businesses. By modernizing eligible
activities and extending incentives, this bill strengthens rural economies, supports value-
added agriculture, and helps keep more agricultural production and processing in Hawaifi.

Thank you for the opportunity to provide testimony.
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RE: SB2360 Relating to State Enterprise Zones

Aloha e Chair DeCoite, Vice Chair Wakai, and Members of the Committee:

My name is Sherry Menor, President and CEO of the Chamber of Commerce Hawaii ("The Chamber").
The Chamber supports Senate Bill 2360 (SB2360), which expands eligible business activities and extends
incentive eligibility periods.

SB 2360 directly advances the Small Business pillar of the Chamber’s 2030 Blueprint by broadening
eligibility to include local manufacturers who now sell directly to consumers and by extending the
duration of state tax credits and general excise tax exemptions that make participation more meaningful
over time. These changes reflect modern business models — such as direct-to-consumer sales — that
were not contemplated when the program was created, ensuring that small, locally rooted firms can
access incentives that help them grow, hire, and compete.

SB 2360 also supports the 21st Century Agriculture pillar of the Chamber’s 2030 by explicitly including
value-added agricultural product processing within enterprise zones. By making this inclusion, more
components of the agricultural value chain benefits from the tax opportunities enterprise zones offer.
By facilitating tax relief and other incentives for businesses engaged in processing products grown within
enterprise zones, the bill helps lower operating costs, encourages investment in local food systems, and
enhances the economic sustainability of Hawai‘i’s agricultural sector, all of which are priorities under the
21st Century Agriculture pillar.

For these reasons, we respectfully ask to pass Senate Bill 2360. Thank you for the opportunity to testify.

The Chamber of Commerce Hawaii is the state’s leading business advocacy organization, dedicated to
improving Hawaii’s economy and securing Hawaii’s future for growth and opportunity. Our mission is to
foster a vibrant economic climate. As such, we support initiatives and policies that align with the 2030
Blueprint for Hawaii that create opportunities to strengthen overall competitiveness, improve the
guantity and skills of available workforce, diversify the economy, and build greater local wealth.

733 Bishop Street, Suite 1200, Honolulu, HI 96813 | (808) 545-4300 | info@cochawaii.org | www.cochawaii.org
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Senate Committee on Economic Development and
Tourism

Bill Number: SB 2360, Relating to State Enterprise Zones
Hearing Date and Time: February 5,2026 at 1:00pm (Room 229)

Re: Testimony of Holomua Collaborative in support

Committee:

Aloha Chair DeCoite, Vice Chair Wakai, and Committee Members:

We write in support of Senate Bill 2360, Relating to State Enterprise Zones. The
purpose of SB 2360 is, in part, to modernize the enterprise zone program by allowing
additional activities within an enterprise zone to qualify for enterprise zone benefits,
specifically:

(1) Retail and wholesale activity by a local manufacturer made within the
enterprise zone;

(2) The processing of value-added agriculture products; and

(3) The provision of professional services by health care professionals in health
care related sectors.

Holomua supports initiatives that help keep all local working families in Hawai‘i by
addressing issues of affordability. We are especially interested in fostering cross-
sector collaboration and supporting policies that are evidence-based.

In order for Hawai‘i to be affordable for local working families, we need to ensure that
our local business community is provided with the opportunities necessary to expand
and succeed in an uncertain economy. Only 19% of respondents in a recent survey of
3200 local residents agree that “Hawai’i is a good place to do business.” This
statement also shows a high percentage of disagreement, with 44 percent disagreeing
that Hawai’i is a good place to do business. 9 of 10 respondents agree that Hawai’i
needs to recruit and retain critical workforce members.!

One way to improve the business climate in Hawai‘i-which should result in more
opportunities for recruitment and retention for local employers-is through enhancing
the Enterprise Zone program.

Currently, the Enterprise Zone program provides public benefits to local companies to
stimulate business activity, job preservation, and job creation in areas where they are
most appropriate or most needed. Benefits for local companies include permitting
and zoning assistance, fee waivers, tax relief, and more-in geographic regions
selected by the County and approved by the Governor.

12025 Affordability Survey, Holomua Collective. www.holomuacollective.org/survey-
25.
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The most common eligible industries currently in the Enterprise Zone Program are:
Agricultural production or processing; Manufacturing; and Wholesaling/Distribution.?
Other eligible industries include: Aviation or maritime repair or maintenance;
Telecommunications switching and delivery systems; Information technology design
and production; Medical research and clinical trials; 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 call centers; and Wind energy producers.

Local manufacturing (and society overall) has undergone a sea change since the law
was first enacted in the late 1980s. In particular, the invention of the internet has
altered business models for many local manufacturers. For decades, manufacturers of
tangible products have only been eligible for Enterprise Zone benefits if 50.1% of the
gross sales of their products are to wholesalers and the sale takes place within the
Enterprise Zone. Now, manufacturers go directly to retail and miss out on these
benefits of the program.

Additionally, farmers and agricultural producers are eligible for the Enterprise Zone
Program, and most but not all value-added agricultural processing companies are
accepted into the program. Clarifying specifically that the processing of value-added
agricultural products is an eligible business activity for the Enterprise Zone Program
will provide the certainty for our agricultural workers need to continue working on
value-add products.

Expanding the impact of the Enterprise Zone Program is a cost-effective way to help
local businesses thrive with a considerable return on investment. Small local
businesses are key in keeping Hawaii's economy strong. They provide different ways
for people to earn money, create job opportunities, and ensure that money stays
within the community. Plus, they help support the special culture of Hawai‘i. We ask
that you support SB 2360.

Sincerely,

Matthew Prellberg
Policy and Communications Director

2 Hawaii Enterprise Zones Program, Calendar Year Report for Tax Year 2023,
Department of Business, Economic Development, and Tourism.
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TO: Committee on Economic Development and Tourism ld"l‘](l
FROM: HAWAII FOOD INDUSTRY ASSOCIATION

Lauren Zirbel, Executive Director

DATE: February 5, 2026
TIME: 1pm

RE: SB2360 Relating to State Enterprise Zones
Position: Support

The Hawaii Food Industry Association is comprised of two hundred member companies
representing retailers, suppliers, producers, manufacturers and distributors of food and
beverage related products in the State of Hawaii.

HFIA is in support of this measure to modernize the enterprise zone program by allowing
additional activities within an enterprise zone to qualify for enterprise zone benefits. As
the measure notes, “Allowing local manufacturers that sell directly to retail to be eligible
for the enterprise zone program will help lift local businesses and promote job creation
and job preservation for local families looking to thrive in Hawaii.” We believe that evolving
the rules of the enterprise zone system in this way will enable the program to better fulfill
its mission to stimulate economic growth and promote local manufacturing. We urge the
Committee to pass this measure and we thank you for the opportunity to testify.
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Aloha Chair, Vice Chair, and Members of the Committee,

M
-1 HO®
nd

Min Plastics & Supply, Inc. respectfully submits this testimony in strong support of SB2360.

Min Plastics is a locally owned manufacturer based on Oahu, serving the State of Hawaii for over 75
years. We specialize in custom plastic manufacturing, producing fabricated components and specialty
products for clients statewide, including contractors, utilities, healthcare providers, government
agencies, educational institutions, and local businesses.

Approximately 75 percent of our business consists of custom manufacturing work performed in Hawaii
using skilled local labor and specialized equipment. We sell our manufactured products to both
resellers and direct end users, depending on customer needs.

Under the current Enterprise Zone framework, manufacturing activity is excluded when products are
sold directly to the final consumer, because those sales are classified as retail under the General Excise
Tax system. As a result, manufacturing revenue is not counted toward Enterprise Zone eligibility based
on how the product is sold, rather than the fact that it was manufactured locally.

For Min Plastics, only about 30 percent of sales are to resellers, while the majority of our locally
manufactured products are sold directly to end users in Hawaii. Despite being designed and
produced in-state, this substantial manufacturing activity is not fully recognized under the Enterprise
Zone Program.

SB2360 corrects this disconnect by including retail sales of tangible personal property that is
manufactured and sold within an enterprise zone to the final consumer. This aligns Enterprise Zone
policy with modern manufacturing practices and ensures eligibility reflects actual economic activity
and local value creation.

The bill's proposed extensions of Enterprise Zone incentive eligibility periods further support long-
term investment, workforce development, and reinvestment by Hawaii manufacturers.

For long-standing local manufacturers like Min Plastics, SB2360 strengthens the Enterprise Zone
Program’s original intent to support local production and skilled jobs.

Respectfully submitted,

LY ANV/S

Andrew Min
Min Plastics & Supply, Inc.
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( CHAMBER OF COMMERCE
‘V‘ VOICE OF BUSINESS

HEARING BEFORE THE SENATE COMMITTEE ON ECONOMIC DEVELOPMENT & TOURISM
HAWAII STATE CAPITOL, SENATE CONFERENCE ROOM 229
THURSDAY, FEBRUARY 5, 2026 AT 1:00 P.M.

To The Honorable Senator Lynn DeCoite, Chair
The Honorable Senator Glenn Wakai, Vice Chair
Members of the Committee on Economic Development & Tourism

SUPPORT SB2360 RELATING TO STATE ENTERPRISE ZONES

The Maui Chamber of Commerce believes enterprise zones play a critical role in fostering business
development, job creation, and long-term economic resilience. We support SB2360 as it proposes to
expand the definition of eligible business activities within the Enterprise Zone Program and extend key
tax incentives, directly supporting sectors essential to a diversified and sustainable local economy.

The bill’s inclusion of retail sales of locally manufactured goods, value-added agricultural processing,
and health care professional services as eligible activities aligns with our commitment to economic
diversification. By supporting these sectors, the proposal encourages the growth of industries beyond
tourism, helping to stabilize the economy and create new opportunities for residents. These changes
can also help address ongoing challenges faced by Maui businesses and support the value-added
manufacturers we work closely with through our Made in Maui County program.

Extending the eligibility period for the state business tax credit and general excise tax exemption
provides businesses with a longer runway to invest, grow, and contribute to the local economy. The
additional years of tax relief can help offset the high costs of doing business in Hawai‘i, making the
state more attractive for new ventures and supporting the sustainability of existing enterprises. This
approach is consistent with best practices in economic development, where predictable and targeted
incentives can stimulate investment and innovation.

We respectfully recommend that implementation of these changes be accompanied by clear guidance
and outreach to ensure that businesses, particularly small and locally owned firms, are able to access
and benefit from the expanded program.

Sincerely,

\/. )///,L(///{ %\T/'///;’///a%/

Pamela Tumpap
President

To advance and promote a healthy economic environment
for business, advocating for a responsive government and
quality education, while preserving Maui’'s unique community
characteristics.

62 North Market St., Suite 302, Wailuku, Hawaii 96793 808-244-0081 legislation@WauiChamber.com MauiChamber.com
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Meli James and Brittany Heyd
Cofounders
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SB 2360, Relating to State Enterprise Zones
Aloha Chair DeCoite, Vice Chair Wakai, and committee members,

We support SB 2360, which expands the types of business activities eligible for the Enterprise Zone
Program.

Mana Up is a statewide initiative that provides entrepreneurs in Hawai‘i with the resources and tools to
grow their businesses and scale globally. As these entrepreneurs continue to grow, they also contribute to
the expansion of our local economy. As part of our mission, we aim to sustain the local economy through
economic diversification, local job creation, community giveback, investment, and a regenerative culture of
entrepreneurship, providing a better future for generations to come here in Hawai'i.

Since its inception in 1986, the Enterprise Zone Program has been a vital tool for stimulating business
activity, revitalizing communities, and creating and preserving jobs. By offering benefits such as tax
incentives, fee waivers, and permitting assistance, the program has successfully supported industries
essential to Hawaii’'s economy, including agriculture, technology, and manufacturing. However, to remain
effective, the program must evolve to reflect the realities of today’s business environment.

A critical gap in the current law prevents many local manufacturers from accessing the program’s benefits
simply because they sell directly to consumers rather than through wholesalers. This outdated requirement
does not reflect modern business practices, where e-commerce, direct-to-consumer sales, and small-scale
retail operations are key to survival and growth. By updating the eligibility criteria to include manufacturers
who sell directly to retail, the state can provide much-needed support to local businesses, ensuring they
have the resources to expand, create jobs, and contribute to a stronger, more diversified economy. We
urge you to pass this legislation and help Hawaii’'s manufacturers thrive.

Sincerely,

Meli James | Cofounder, Mana Up
Brittany Heyd | Cofounder, Mana Up

680 Iwilei Rd

(808) 354-1238

Suite 420
aloha@manauphawaii.com
Honolulu, HI 96817

manauphawaii.com
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Testimony in Support of SB 2360, Relating to State Enterprise Zones

Aloha Chair DeCoite, Vice Chair Wakai, and members of the Committee,

We write in strong support of SB 2360, which will strengthen and modernize the State Enterprise Zones
Program by expanding eligible business activities and extending targeted tax incentives that support local
businesses operating in Hawai‘i’'s most economically vulnerable communities.

aio is a locally owned company with holdings across a broad range of industries. Our companies are purpose-
driven and firmly rooted in local values. At aio, Hawai‘i is at our core, and through our products and services,
we work hard to make Hawai‘i a better place for future generations.

Hawai‘i continues to face serious challenges related to the cost of doing business and long-term economic
competitiveness. SB 2360 would expand eligible activities to reflect the realities of Hawai‘i’'s economy and
extend incentives that encourage sustained participation and support businesses that are committed to
operating, hiring, and reinvesting locally.

SB 2360 would help to ensure that Enterprise Zones remain relevant, effective, and aligned with Hawai‘i’s
economic development priorities. By strengthening this program, the State signals its commitment to
fostering locally rooted businesses, strengthening the workforce, and creating pathways for long-term,

community-centered economic growth.

Mahalo for the opportunity to submit testimony in support of SB 2360.

Pl J

Brandon Kurisu
aio Family of Companies

% www.aiohawaii.com
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Testimony in support of SB 2360, Relating to State Enterprise Zones

Aloha Chair DeCoite, Vice Chair Wakai, and Committee Members,

We write in support of SB 2360, Relating to State Enterprise Zones, which modernizes the
Enterprise Zone Program to reflect today’s economic realities. This bill expands program
eligibility to:

(1) Local manufacturers engaging in retail and wholesale activities within an enterprise
zone;

(2) Businesses involved in processing value-added agricultural products;

(3) Health care professionals offering essential services.

Title Guaranty of Hawai‘i is the oldest and largest title company in the state. We have been
owned and operated by a kama“‘aina family since 1896, and we are proud to employ over 250
residents across our branches statewide.

The Enterprise Zone Program was originally designed to create jobs and stimulate economic
development in areas most in need. However, outdated restrictions prevent many qualified
businesses from benefiting, particularly local manufacturers who sell directly to retail
customers. By updating the program, we can better support small businesses, strengthen
Hawai‘i’s agricultural sector, and improve health care access in underserved communities.
These changes will not only create jobs but also help build a more resilient, diversified
economy.

Small businesses are the backbone of Hawai‘i’s economy, yet many face unnecessary hurdles
that limit their growth. The exclusion of direct-to-retail manufacturers from enterprise zone
benefits is a clear example of how outdated policies can stifle economic progress. By passing SB
2360, we can remove these barriers and allow businesses to adapt to modern market trends.
This will not only help individual businesses succeed but will also contribute to a stronger, more
self-sufficient Hawai‘i. We respectfully urge the passage of SB 2360 to help local businesses and
communities thrive.

Sincerely,

y 7)==

Mike B. Pietsch
President and Chief Operating Officer
Title Guaranty of Hawai‘i

Title and Escrow is our business. Hawaii is our home.

235 Queen Street, Honolulu, HI 96813 | Phone: (808) 521-0211 | Fax: (808) 521-0280 | Email: Main@TGHawaii.com | www.TGHawaii.com
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