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IN THE TAX APPEAL COURT OF THE

STATE OF HAWAI |

In the Matter of the Tax

Appeal

of

DI RECTOR OF TAXATI ON
Appel | ant .

COVPUTER SCI ENCES CORPORATI ON
Taxpayer/ Appel | ee.

)
)
)
)
)
)
)
)
)
)
)
)
)
)

Case No. 97-5379
STI PULATED JUDGMVENT

AOd Trial Date

Week of Cctober 13, 1997
New Trial Date

Week of COctober 20, 1997

Judge
Honor abl e Janes R Al ona,
Jr.

STI PULATED JUDGVENT

WHEREAS, Haw. Rev.

gener al

“scientific work,” which

of

i nstrument ati on,

St at .

is defined as

primarily the research and devel oprment
installation,

§ 237-26 exenpts from the

excises tax gross proceeds derived from the perfornmance

“wor k involving

for, or the design,

mai nt enance, or

manuf act ur e,
operation of aerospace, agricultural, astronom cal, bionedical,
el ectronic, geophysical, oceanographic, test range, or other
scientific facilities.”



WHEREAS, the Legislature has stated that the purpose of
Haw. Rev. Stat. 8§ 237-26 is to attract “sophisticated research
and devel opnent work” to this State. S.J. S. STAND. COM REP.
NO. 2471, 14th LEG 1052 (Haw. 1988).

WHEREAS, it is the Director’s position that research
and devel opnment is divided into three classes: 1) basic research,
2) applied research, and 3) devel opnent based on basic and

appl i ed research. Carl Heyel, ed., Handbook of Industrial

Research Managenent 119-20 (2nd ed. 1968).

WHEREAS, work perfornmed by Taxpayer for the Naval

Cceans Systens Center, Hawaii Laboratory, Kaneohe Bay, Hawaii
("NOCS"), qualifies for the exenption because NOSC, which
conducts research and devel opnent in the area of Command,
Control, Ccean Surveillance and Underwater weapons devel opnent,
is a scientific facility.

WHEREAS, it is the Director’s position that work
perfornmed by Taxpayer during its 1992 and 1993 tax years only
whi ch involved the production, testing, upgrade and naintenance
of conputer systens and software applications for the Fleet
Intelligence Center, Pearl Harbor Navél Base, Hawaii (“FIC")
under Task Oder PHA 17-1018, does not qualify for the exenption
because 1) FIC does not conduct research and devel opment, and
therefore, is not a scientific facility, and 2) Taxpayer’s work
does not involve research and devel opnent, but rather the

production and fielding of an operational conputer system



WHEREAS, the Taxpayer and the Director wish to settle
this case and have ageed to make this Stipulated Judgnent
pursuant to that certain Settlenent Agreenent dated OCctober 14,
1997.

NOW THEREFORE, | T IS HEREBY STI PULATED AND AGREED by
the parties hereto, through their respective counsel, that
Judgnment be and hereby is entered as follows:

1. The Taxpayer shall be refunded the sum of THREE
HUNDRED THOUSAND AND NOQ' 100 DOLLARS ($300,000.00) from the

litigated clains fund, within thirty (30) days fromentry of this

Stipul ated Judgnent.
2. After paynment of the refund to the Taxpayer in the

anount set forth above, all remaining funds being held by the
Director subject to Taxpayer's claim for refund, including the
anount of SIXTY FIVE THOUSAND SI X HUNDRED NI NETY- TWDO AND 03/100
DOLLARS ($65,692.03), shall be released to the general fund of
the State of Hawaii .

3. The Taxpayer and the Director shall each bear
their own attorneys’ fees and costs in this matter.

DATED: Honol ul u, Hawaii, OCctober 14, 1997.
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