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2014 Tax Acts

2014 Administrative Proposals

 Dept/No. Description Senate House 

 TAX-01 INCOME - Annual conformity measure that would update references to the federal
Code in subtitle A of Chapter 1 as of December 31, 2013.  Substantively, the bill
adds a provision disallowing a deduction for taxes for which the resident credit for
out of state taxes (HRS 235-55) was taken.  It also decouples from the TEFRA
partnership audit procedures.  Applies to taxable years beginning after December
31, 2013.

2886,
HD-1
Act 88
(6/16/14)

 

 TAX-02 ESTATE AND GENERATION-SKIPPING TRANSFER - Makes technical corrections
to HRS chapter 236E by amending the definition of “applicable exclusion amount” to
close a loophole that allows a decedent to avoid estate and generation-skipping
taxes by gifting property prior to death.  Applies to decedents dying or taxable
transfers occurring after December 31, 2013.

2887,
SD-1
Act 44
(4/23/14)

 

 TAX-05 ESTATE AND GENERATION-SKIPPING TRANSFER - Clarifies references in 
Hawaii’s income tax law to Hawaii’s estate tax law by also including references to
HRS chapter 236E established by Act 220, SLH 2012.  This measure takes effect
retroactive to January 26, 2012.  

2890,
SD-1
Act 43
(4/23/14)

 TAX-10 INCOME - Provides that monies in the tax administration special fund may be used
to develop, implement, and provide taxpayer education programs including taxpayer
publications.  Effective upon approval.

2895,
CD-1,
Act 89
(6/16/14)

 TAX-12 GENERAL EXCISE - Restores inadvertently deleted language and clarifies that the
general excise tax shall be imposed at the rate of 0.5% of the gross proceeds of
wholesale sales of tangible personal property.  Effective upon approval.

2896,
SD-1
Act 42
(4/23/14)

 AGS-06 ADMINISTRATION - Authorizes the Legislative Auditor to access tax return
information for purposes of conducting the Comprehensive Annual Financial Report,
or CAFR, which is the overall audit of state agencies.  Also requires the Legislative
Auditor and its authorized agents to keep that information confidential.  Provides that
the unlawful disclosure of certain confidential tax return information by officers or
employees of the State, including the auditor or its agents, shall be punishable as a
class C felony.  Effective upon approval.

2779,
CD-1
Act 136
(6/24/14)

Legislative Tax Proposals

 TAX Bill No. Description Status

 INCOME HB 1702,
CD-1

Allows investors who make an investment in a qualified infrastructure tenant displaced
by the Kapalama terminal modernization project to claim a capital infrastructure tax
credit equal to 50% of the moving costs of the tenant's move to another location; not
to exceed $2,500,000 in a taxable year.  Also applies to Franchise Tax.  Applies to
taxable years beginning after December 31, 2013.

Act 200
(7/1/14)

HB 2464,
CD-1

Clarifies the important agricultural land qualified agricultural cost tax credit to provide
that the credit that may be claimed in the first year is the lesser of the following: (a)
25% of the qualified agricultural costs incurred by the taxpayer after July 1, 2008; or
(b) $625,000.  Current law allows 25% of the lesser of: (a) qualified agricultural costs;
or (b) $625,000.  Also clarifies that the credit that may be claimed for the second year
is the lesser of the following: (a) 15% of the qualified agricultural costs incurred by the
taxpayer after July 1, 2008; or (b) $250,000; and the credit that may be claimed for the
third year is the lesser of the following: (a) 10% of the qualified agricultural costs
incurred by the taxpayer after July 1, 2008; or (b) $125,000.  Applies to taxable years
beginning after
July 1, 2008.

Act 101
(6/19/14)
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 FRAN- 
 CHISE

HB 1702,
CD-1

Allows investors who make an investment in a qualified infrastructure tenant
displaced by the Kapalama terminal modernization project to claim a capital
infrastructure tax credit equal to 50% of the moving costs of the tenant's move to
another location; not to exceed $2,500,000 in a taxable year.  Also applies to net
income tax.  Applies to taxable years beginning after December 31, 2013.

Act 200
(7/1/14)

 GENERAL
 EXCISE

HB 1772,
CD-1

Provides that amounts received by a contractor of the patient-centered community
care program that is established by the U.S. Department of Veterans Affairs under
Title 38, U.S. Code chapter 8153, as amended, as costs or advancement to the
contractor pursuant to a contract with the U.S., shall be exempt from the general
excise tax.  Effective July 1, 2014. 

Act 143
(6/24/14)

 TAT HB 1671,
CD-1

Provides that $103,000,000 in TAT revenues shall be distributed to the counties in
fiscal 2015 and fiscal 2016, and $93,000,000 in fiscal 2017 and thereafter.  
Establishes a working group to: (1) evaluate the division of duties and
responsibilities between the state and counties relating to the provision of public
services; and (2) submit a recommendation to the legislature on the appropriate
allocation of TAT revenues between the state and counties that reflects the
division of duties and responsibilities relating to the provision of public services.  
Effective July 1, 2014.

Act 174
(7/1/14)

HB 2434,
CD-1

Authorizes the Hawaii Tourism Authority to issue $40,000,000 in revenue bonds
and use the proceeds to acquire a conservation easement in Turtle Bay, Oahu.  
Allocates $3,000,000 in TAT annually to the Hawaii tourism authority for use to
pay the debt service on the revenue bonds.  Reduces the TAT revenue allocation
to the convention center enterprise special fund from $33,000,000 to $26,500,000. 
Requires the Hawaii tourism authority and department of budget and finance to
restructure the convention center debt owed to the department to accommodate
an annual payment for debt service of not more than $16,500,000. 
Effective July 1, 2014.

Act 81
(5/19/14)

 FUEL SB 2196,
CD-1

Extends the sunset date of the $1.05 environmental response, energy, and food
security tax from June 30, 2015 to June 30, 2030.  Reenacts the energy systems
development special fund and the periodic evaluation and plan of action
requirements of the special fund.  Requires an evaluation of the projects and
activities funded by the energy systems development special fund to be conducted
on July 1, 2017 and every two years thereafter.  Effective July 1, 2014.

Act 107
(6/20/14)

 CONVEY-
 ANCE

SB 2542,
CD-1

Increases the amount of conveyance tax revenues earmarked to the rental
housing trust fund from 30% to 50% beginning on July 1, 2014.

Act 163
(6/30/14)

 RENTAL
 MOTOR 
 AND 
 TOUR
 VEHICLE
 SURCH.

SB 2731,
HD-2

Establishes a car-sharing surcharge tax of 25 cents per half hour; provided that  
for each rental of six hours or more, the rental shall be subject to the rental motor
vehicle and tour  vehicle surcharge of $3 per day.  Vehicles subject to the
car-sharing vehicle surcharge tax shall not be subject to the rental motor vehicle
and tour vehicle surcharge tax.  Effective January 1, 2015.

Act 110
(6/20/14)
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Measure Title: RELATING TO GENERAL EXCISE TAX WHOLESALE RATE IMPOSED UPON SALE OF
TANGIBLE PERSONAL PROPERTY.

Report Title: General Excise Tax; Wholesale Rate Imposed Upon Sale of Tangible Personal Property

Description: Clarifies that wholesale sales of tangible personal property are subject to the one-half of
one per cent general excise tax rate. (SD1)

Companion:  HB2346

Package: Governor

Current Referral: FIN

Introducer(s): KIM (Introduced by request of another party)

Sort by
Date  Status Text

1/23/2014 S Introduced.

1/23/2014 S Passed First Reading.

1/23/2014 S Referred to WAM.

1/24/2014 S The committee(s) on WAM has scheduled a public hearing on 01-30-14 9:00AM in
conference room 211.

1/30/2014 S The committee(s) on WAM deferred the measure until 02-05-14 10:00AM in conference
room 211.

2/5/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 12 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, Dela Cruz, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen,
Slom; Aye(s) with reservations: none ; 0 No(es): none; and 1 Excused: Senator(s) Tokuda.

2/28/2014 S Reported from WAM (Stand. Com. Rep. No. 2539) with recommendation of passage on
Second Reading, as amended (SD 1) and placement on the calendar for Third Reading.

2/28/2014 S Report adopted; Passed Second Reading, as amended (SD 1).

2/28/2014 S 48 Hrs. Notice 03-04-14.

3/4/2014 S Passed Third Reading, as amended (SD 1). Ayes, 23; Aye(s) with reservations: none .
Noes, 0 (none). Excused, 2 (Hee, Shimabukuro). Transmitted to House.

3/4/2014 H Received from Senate (Sen. Com. No. 323) in amended form (SD 1).

3/6/2014 H Pass First Reading

3/6/2014 H Referred to FIN, referral sheet 28

3/25/2014 H Bill scheduled to be heard by FIN on Thursday, 03-27-14 2:00PM in House conference
room 308.

3/27/2014 H

The committees on FIN recommend that the measure be PASSED, UNAMENDED. The votes
were as follows: 14 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen, Ing,
Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka, Yamashita, Fukumoto; Ayes
with reservations: Representative(s) Ward; Noes: none; and 3 Excused: Representative(s)
Hashem, Jordan, Woodson.

4/4/2014 H Reported from FIN (Stand. Com. Rep. No. 1516-14), recommending passage on Second
Reading and placement on the calendar for Third Reading.

4/4/2014 H
Passed Second Reading; placed on the calendar for Third Reading with Representative(s)
Fale, Ward voting aye with reservations; Representative(s) McDermott voting no (1) and
Representative(s) Cachola, Carroll, Woodson excused (3).

4/8/2014 H
Passed Third Reading with Representative(s) Ward voting aye with reservations;
Representative(s) Fale, McDermott, Oshiro voting no (3) and none excused (0).
Transmitted to Senate.

4/10/2014 S Received from House (Hse. Com. No. 674).

Measure Status http://capitol.hawaii.gov/measure_indiv.aspx?billtype=SB&billnumber=...
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Measure Title: RELATING TO APPLICATION OF THE INTERNAL REVENUE CODE TO HAWAII INCOME TAX
LAW.

Report Title: Taxes; Application of the Internal Revenue Code

Description:
Technical correction to reflect that the term "estate taxes" means taxes imposed under
either chapter 236D or chapter 236E, HRS, as applicable based on the date of death.
Applies the technical correction retroactively to 01/26/2012. (SD1)

Companion:  HB2340

Package: Governor

Current Referral: FIN

Introducer(s): KIM (Introduced by request of another party)

Sort by
Date  Status Text

1/23/2014 S Introduced.

1/23/2014 S Passed First Reading.

1/23/2014 S Referred to WAM.

1/24/2014 S The committee(s) on WAM has scheduled a public hearing on 01-30-14 9:00AM in
conference room 211.

1/30/2014 S The committee(s) on WAM deferred the measure until 02-05-14 10:00AM in conference
room 211.

2/5/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 11 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen, Slom;
Aye(s) with reservations: none ; 0 No(es): none; and 2 Excused: Senator(s) Dela Cruz,
Tokuda.

2/14/2014 S Reported from WAM (Stand. Com. Rep. No. 2457) with recommendation of passage on
Second Reading, as amended (SD 1) and placement on the calendar for Third Reading.

2/14/2014 S Report adopted; Passed Second Reading, as amended (SD 1).

2/14/2014 S 48 Hrs. Notice 02-18-14.

2/18/2014 S Passed Third Reading, as amended (SD 1). Ayes, 25; Aye(s) with reservations: none .
Noes, 0 (none). Excused, 0 (none). Transmitted to House.

2/18/2014 H Received from Senate (Sen. Com. No. 31) in amended form (SD 1).

2/19/2014 H Pass First Reading

2/19/2014 H Referred to FIN, referral sheet 24

3/25/2014 H Bill scheduled to be heard by FIN on Thursday, 03-27-14 2:00PM in House conference
room 308.

3/27/2014 H

The committees on FIN recommend that the measure be PASSED, UNAMENDED. The votes
were as follows: 14 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen, Ing,
Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka, Yamashita, Fukumoto, Ward;
Ayes with reservations: none; Noes: none; and 3 Excused: Representative(s) Hashem,
Jordan, Woodson.

4/4/2014 H Reported from FIN (Stand. Com. Rep. No. 1515-14), recommending passage on Second
Reading and placement on the calendar for Third Reading.

4/4/2014 H
Passed Second Reading; placed on the calendar for Third Reading with none voting aye
with reservations; none voting no (0) and Representative(s) Cachola, Carroll, Woodson
excused (3).

4/8/2014 H Passed Third Reading with none voting aye with reservations; none voting no (0) and none
excused (0). Transmitted to Senate.

4/10/2014 S Received from House (Hse. Com. No. 673).

Measure Status http://capitol.hawaii.gov/measure_indiv.aspx?billtype=SB&billnumber=...
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Measure Title: RELATING TO THE ESTATE AND GENERATION-SKIPPING TRANSFER TAXES.

Report Title: Estate and Generation-Skipping Transfer Tax Reform Act

Description:
Conforms the State's estate and generation-skipping transfer tax law to the Internal
Revenue Code of 1986, as amended as of December 31, 2013; and amends the definition
of the applicable exclusion amount to close an existing loophole. (SD1)

Companion:  HB2337

Package: Governor

Current Referral: FIN

Introducer(s): KIM (Introduced by request of another party)

Sort by
Date  Status Text

1/23/2014 S Introduced.

1/23/2014 S Passed First Reading.

1/23/2014 S Referred to WAM.

1/24/2014 S The committee(s) on WAM has scheduled a public hearing on 01-30-14 9:00AM in
conference room 211.

1/30/2014 S The committee(s) on WAM deferred the measure until 02-05-14 10:00AM in conference
room 211.

2/5/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 12 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen, Tokuda;
Aye(s) with reservations: Senator(s) Slom ; 0 No(es): none; and 1 Excused: Senator(s)
Dela Cruz.

2/11/2014 S Reported from WAM (Stand. Com. Rep. No. 2190) with recommendation of passage on
Second Reading, as amended (SD 1) and placement on the calendar for Third Reading.

2/11/2014 S Report adopted; Passed Second Reading, as amended (SD 1).

2/11/2014 S 48 Hrs. Notice 02-13-14.

2/13/2014 S Deferred until 02-14-14.

2/14/2014 S Passed Third Reading, as amended (SD 1). Ayes, 25; Aye(s) with reservations: none .
Noes, 0 (none). Excused, 0 (none). Transmitted to House.

2/14/2014 H Received from Senate (Sen. Com. No. 24) in amended form (SD 1).

2/18/2014 H Pass First Reading

2/19/2014 H Referred to FIN, referral sheet 24

3/25/2014 H Bill scheduled to be heard by FIN on Thursday, 03-27-14 2:00PM in House conference
room 308.

3/27/2014 H

The committees on FIN recommend that the measure be PASSED, UNAMENDED. The votes
were as follows: 14 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen, Ing,
Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka, Yamashita, Fukumoto, Ward;
Ayes with reservations: none; Noes: none; and 3 Excused: Representative(s) Hashem,
Jordan, Woodson.

4/4/2014 H Reported from FIN (Stand. Com. Rep. No. 1514-14), recommending passage on Second
Reading and placement on the calendar for Third Reading.

4/4/2014 H
Passed Second Reading; placed on the calendar for Third Reading with none voting aye
with reservations; none voting no (0) and Representative(s) Cachola, Carroll, Woodson
excused (3).

4/8/2014 H
Passed Third Reading with Representative(s) Carroll, Cullen, Tokioka voting aye with
reservations; Representative(s) Awana, Choy, Fale, Fukumoto, Hanohano, Har, Hashem,
Ichiyama, Jordan, Kawakami, Oshiro, Say, Takayama voting no (13) and none excused

Measure Status http://capitol.hawaii.gov/measure_indiv.aspx?billtype=SB&billnumber=...
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Measure Title: RELATING TO THE TRANSIENT ACCOMMODATIONS TAX.

Report Title: Transient Accommodations Tax Revenues; Turtle Bay Conservation Easement

Description:
Establishes a method to use transient accommodations tax revenues to pay the debt
service on revenue bonds issued by the Hawaii tourism authority to acquire a
conservation easement in Turtle Bay, Oahu. (CD1)

Companion:  SB2430

Package: None

Current Referral: TSM/WTL, WAM

Introducer(s):
BROWER, AQUINO, AWANA, CACHOLA, CARROLL, EVANS, HANOHANO, HASHEM,
ICHIYAMA, KOBAYASHI, MCKELVEY, MIZUNO, MORIKAWA, NAKASHIMA, OHNO,
TAKAYAMA, TAKUMI, YAMASHITA

Sort by
Date  Status Text

1/22/2014 H Pending introduction.

1/23/2014 H Introduced and Pass First Reading.

1/27/2014 H Referred to TOU, FIN, referral sheet 7

1/29/2014 H Bill scheduled to be heard by TOU on Monday, 02-03-14 9:30AM in House conference room
312.

2/3/2014 H

The committees on TOU recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 8 Ayes: Representative(s) Brower, Cachola, Awana, Choy,
Ohno, Tokioka, Tsuji, Ward; Ayes with reservations: none; Noes: none; and 2 Excused:
Representative(s) Onishi, Takai.

2/13/2014 H Reported from TOU (Stand. Com. Rep. No. 392-14) as amended in HD 1, recommending
passage on Second Reading and referral to FIN.

2/13/2014 H
Passed Second Reading as amended in HD 1 and referred to the committee(s) on FIN with
none voting aye with reservations; none voting no (0) and Representative(s) Awana,
Cachola, Carroll, Takumi excused (4).

2/21/2014 H Bill scheduled to be heard by FIN on Tuesday, 02-25-14 11:15AM in House conference
room 308.

2/25/2014 H

The committees on FIN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 17 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen,
Hashem, Ing, Jordan, Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka, Woodson,
Yamashita, Fukumoto, Ward; Ayes with reservations: none; Noes: none; and Excused:
none.

2/28/2014 H Reported from FIN (Stand. Com. Rep. No. 867-14) as amended in HD 2, recommending
passage on Third Reading.

2/28/2014 H Forty-eight (48) hours notice Tuesday, 03-04-14.

3/4/2014 H
Passed Third Reading as amended in HD 2 with Representative(s) Hanohano, Har voting
aye with reservations; none voting no (0) and Representative(s) Creagan excused (1).
Transmitted to Senate.

3/6/2014 S Received from House (Hse. Com. No. 351).

3/6/2014 S Passed First Reading.

3/6/2014 S Referred to TSM/WTL, WAM.

3/17/2014 S The committee(s) on TSM/WTL has scheduled a public hearing on 03-19-14 2:35PM in
conference room 229.

3/19/2014 S

The committee(s) on TSM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in TSM were as follows: 4 Aye(s): Senator(s) Kahele, Keith-
Agaran, Ihara, Slom; Aye(s) with reservations: none ; 0 No(es): none; and 1 Excused:
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Senator(s) Ige.

3/19/2014 S

The committee(s) on WTL recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WTL were as follows: 7 Aye(s): Senator(s) Solomon,
Galuteria, Dela Cruz, Ihara, Shimabukuro, L. Thielen, Slom; Aye(s) with reservations: none
; 0 No(es): none; and 2 Excused: Senator(s) Ruderman, Taniguchi.

3/21/2014 S Reported from TSM/WTL (Stand. Com. Rep. No. 3064) with recommendation of passage
on Second Reading, as amended (SD 1) and referral to WAM.

3/21/2014 S Report adopted; Passed Second Reading, as amended (SD 1) and referred to WAM.

3/25/2014 S The committee(s) on WAM will hold a public decision making on 03-28-14 9:15AM in
conference room 211.

3/28/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 12 Aye(s): Senator(s) Ige, Kidani, Dela
Cruz, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen, Tokuda, Slom;
Aye(s) with reservations: none ; 0 No(es): none; and 1 Excused: Senator(s) Chun Oakland.

4/3/2014 S Reported from WAM (Stand. Com. Rep. No. 3275) with recommendation of passage on
Third Reading, as amended (SD 2).

4/3/2014 S 48 Hrs. Notice 04-08-14.

4/8/2014 S Report adopted; Passed Third Reading, as amended (SD 2). Ayes, 23; Aye(s) with
reservations: none . Noes, 0 (none). Excused, 2 (Galuteria, Hee). Transmitted to House.

4/8/2014 H Returned from Senate (Sen. Com. No. 646) in amended form (SD 2).

4/10/2014 H House disagrees with Senate amendment (s).

4/11/2014 S Received notice of disagreement (Hse. Com. No. 676).

4/14/2014 S Senate Conferees Appointed: Kahele Chair; Solomon, Ige Co-Chairs; Keith-Agaran, Slom
Members.

4/14/2014 H House Conferees Appointed: Brower, Tokioka Co-Chairs; Evans, Fale Members.

4/15/2014 S Received notice of appointment of House conferees (Hse. Com. No. 684).

4/14/2014 H Received notice of Senate conferees (Sen. Com. No. 673).

4/25/2014 H House Conferees Changed: Representative Luke added as Co-Chair. Representative
Tokioka discharged as Co-Chair.

4/25/2014 S Received notice of change in conferees (Hse. Com. No. 725).

4/25/2014 S

The Conference committee recommends that the measure be PASSED, WITH
AMENDMENTS. The votes of the Senate Conference Managers were as follows: 5 Aye(s):
Senator(s) Kahele, Solomon, Ige, Keith-Agaran, Slom; Aye(s) with reservations: none ; 0
No(es): none; and 0 Excused: none.

4/25/2014 H Bill scheduled for Conference Committee Meeting on Friday, 04-25-14 5:35PM in
conference room 309.

4/25/2014 H
The Conference Committee recommends that the measure be Passed, with Amendments.
The votes were as follows: 4 Ayes: Representative(s) Brower, Luke, Evans, Fale; Ayes with
reservations: none; 0 Noes: none; and 0 Excused: none.

4/25/2014 H Reported from Conference Committee (Conf Com. Rep. No. 144-14) as amended in (CD 1).

4/25/2014 H Forty-eight (48) hours notice Tuesday, 04-29-14.

4/25/2014 S Reported from Conference Committee as amended CD 1 (Conf. Com. Rep. No. 144-14).

4/25/2014 S 48 Hrs. Notice (as amended CD 1) 04-29-14.

4/29/2014 S Passed Final Reading, as amended (CD 1). 25 Aye(s); Aye(s) with reservations: Senator(s)
Slom . 0 No(es): none. 0 Excused: none.

4/29/2014 H Deferred one day 05-01-14.

4/30/2014 H Received notice of Final Reading (Sen. Com. No. 720).

5/1/2014 H
Passed Final Reading as amended in CD 1 with Representative(s) Fukumoto, Jordan,
Kawakami, McDermott, Oshiro, Ward voting aye with reservations; Representative(s) Har,
Tokioka voting no (2) and Representative(s) Ito excused (1).
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Measure Title: RELATING TO CONFORMITY OF THE HAWAII INCOME TAX LAW TO THE INTERNAL
REVENUE CODE.

Report Title: Income Tax; Conformity to the Internal Revenue Code for 2013

Description: Conforms Hawaii income tax law with amendments made to the Internal Revenue Code
as of December 31, 2013, and makes various technical amendments. (SB2886 HD1)

Companion:  HB2336

Package: Governor

Current Referral: FIN

Introducer(s): KIM (Introduced by request of another party)

Sort by
Date  Status Text

1/23/2014 S Introduced.

1/23/2014 S Passed First Reading.

1/23/2014 S Referred to WAM.

1/24/2014 S The committee(s) on WAM has scheduled a public hearing on 01-30-14 9:00AM in
conference room 211.

1/30/2014 S The committee(s) on WAM deferred the measure until 02-05-14 10:00AM in conference
room 211.

2/5/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 11 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen, Tokuda;
Aye(s) with reservations: none ; 1 No(es): Senator(s) Slom; and 1 Excused: Senator(s)
Dela Cruz.

2/28/2014 S Reported from WAM (Stand. Com. Rep. No. 2540) with recommendation of passage on
Second Reading, as amended (SD 1) and placement on the calendar for Third Reading.

2/28/2014 S Report adopted; Passed Second Reading, as amended (SD 1).

2/28/2014 S 48 Hrs. Notice 03-04-14.

3/4/2014 S Passed Third Reading, as amended (SD 1). Ayes, 24; Aye(s) with reservations: none .
Noes, 1 (Senator(s) Slom). Excused, 0 (none). Transmitted to House.

3/4/2014 H Received from Senate (Sen. Com. No. 322) in amended form (SD 1).

3/6/2014 H Pass First Reading

3/6/2014 H Referred to FIN, referral sheet 28

3/25/2014 H Bill scheduled to be heard by FIN on Thursday, 03-27-14 at 2:00 pm in House conference
room 308.

3/27/2014 H

The committees on FIN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 14 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen,
Ing, Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka, Yamashita; Ayes with
reservations: Representative(s) Fukumoto, Ward; Noes: none; and 3 Excused:
Representative(s) Hashem, Jordan, Woodson.

4/4/2014 H Reported from FIN (Stand. Com. Rep. No. 1512-14) as amended in HD 1, recommending
passage on Second Reading and placement on the calendar for Third Reading.

4/4/2014 H
Passed Second Reading as amended in HD 1; placed on the calendar for Third Reading
with none voting aye with reservations; Representative(s) McDermott voting no (1) and
Representative(s) Cachola, Carroll, Woodson excused (3).

4/8/2014 H
Passed Third Reading with none voting aye with reservations; Representative(s) Fale,
Fukumoto, McDermott voting no (3) and Representative(s) Cachola excused (1).
Transmitted to Senate.

4/10/2014 S Received from House (Hse. Com. No. 627).
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Measure Title: RELATING TO TAXPAYER EDUCATION.

Report Title: Taxation; Taxpayer Education

Description: Allows the department of taxation to use funds from the tax administration special fund
for taxpayer education purposes. (CD1)

Companion:  HB2345

Package: Governor

Current Referral: FIN

Introducer(s): KIM (Introduced by request of another party)

Sort by
Date  Status Text

1/23/2014 S Introduced.

1/23/2014 S Passed First Reading.

1/23/2014 S Referred to WAM.

1/24/2014 S The committee(s) on WAM has scheduled a public hearing on 01-30-14 9:00AM in
conference room 211.

1/30/2014 S The committee(s) on WAM deferred the measure until 02-05-14 10:00AM in conference
room 211.

2/5/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 11 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, Dela Cruz, English, Espero, Kahele, Keith-Agaran, Ruderman, L. Thielen, Slom;
Aye(s) with reservations: none ; 0 No(es): none; and 2 Excused: Senator(s) Kouchi,
Tokuda.

2/11/2014 S Reported from WAM (Stand. Com. Rep. No. 2188) with recommendation of passage on
Second Reading, as amended (SD 1) and placement on the calendar for Third Reading.

2/11/2014 S Report adopted; Passed Second Reading, as amended (SD 1).

2/11/2014 S 48 Hrs. Notice 02-13-14.

2/13/2014 S Passed Third Reading, as amended (SD 1). Ayes, 25; Aye(s) with reservations: none .
Noes, 0 (none). Excused, 0 (none). Transmitted to House.

2/13/2014 H Received from Senate (Sen. Com. No. 22) in amended form (SD 1).

2/14/2014 H Pass First Reading

2/18/2014 H Referred to FIN, referral sheet 23

3/25/2014 H Bill scheduled to be heard by FIN on Thursday, 03-27-14 2:00PM in House conference
room 308.

3/27/2014 H

The committees on FIN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 14 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen,
Ing, Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka, Yamashita, Fukumoto,
Ward; Ayes with reservations: none; Noes: none; and 3 Excused: Representative(s)
Hashem, Jordan, Woodson.

4/4/2014 H Reported from FIN (Stand. Com. Rep. No. 1513-14) as amended in HD 1, recommending
passage on Second Reading and placement on the calendar for Third Reading.

4/4/2014 H
Passed Second Reading as amended in HD 1; placed on the calendar for Third Reading
with none voting aye with reservations; none voting no (0) and Representative(s) Cachola,
Carroll, Woodson excused (3).

4/8/2014 H Passed Third Reading with Representative(s) Jordan, Say voting aye with reservations;
Representative(s) Hanohano voting no (1) and none excused (0). Transmitted to Senate.

4/10/2014 S Received from House (Hse. Com. No. 628).

4/10/2014 S Senate disagrees with House amendments.
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STAND. COM. REP. NO. 2882
 
Honolulu, Hawaii
                  
 
RE:    H.B. No. 2464
       H.D. 1

 
 
 
Honorable Donna Mercado Kim
President of the Senate
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii
 
Madam:
 
     Your Committee on Agriculture, to which was referred H.B. No. 2464, H.D. 1, entitled:

 
"A BILL FOR AN ACT RELATING TO TAX CREDITS,"

 
begs leave to report as follows:
 
     The purpose and intent of this measure is to increase the amount of the important
agricultural land qualified agricultural cost tax credit in certain situations.  
 
     Your Committee received testimony in support of this measure from Alexander & Baldwin,
Inc.; The Chamber of Commerce Hawaii; and Hawaii Farm Bureau Federation.  Your Committee
received comments on this measure from the Department of Agriculture, Department of Taxation,
and Tax Foundation of Hawaii.
 
     The important agricultural land qualified agricultural cost tax credit was enacted to
incentivize landowners to designate agricultural lands as important agricultural lands.  Since
the credit's enactment, 101,000 acres have been designated as important agricultural lands in
Hawaii.  Your Committee concludes that increasing the tax credit will incentivize more
landowners to designate their lands as important agricultural lands, which will increase the
State's agricultural sustainability.
 
     As affirmed by the record of votes of the members of your Committee on Agriculture that
is attached to this report, your Committee is in accord with the intent and purpose of H.B.
No. 2464, H.D. 1, and recommends that it pass Second Reading and be referred to the Committee
on Ways and Means.
 

Respectfully submitted on behalf of the members of the
Committee on Agriculture,

 

 

 

____________________________
CLARENCE K. NISHIHARA, Chair
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Measure Title: RELATING TO TAX CREDITS.

Report Title: Important Agricultural Land Qualified Agricultural Cost Tax Credit

Description: Clarifies the amount of the important agricultural land qualified agricultural cost tax
credit. (HB2464 CD1)

Companion:  SB3059

Package: None

Current Referral: AGL, WAM

Introducer(s): YAMASHITA, ITO, TSUJI

Sort by
Date  Status Text

1/22/2014 H Pending introduction.

1/23/2014 H Introduced and Pass First Reading.

1/27/2014 H Referred to FIN, referral sheet 7

2/10/2014 H Bill scheduled to be heard by FIN on Wednesday, 02-12-14 2:00PM in House conference
room 308.

2/12/2014 H

The committees on FIN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 17 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen,
Hashem, Ing, Jordan, Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka, Woodson,
Yamashita, Fukumoto, Ward; Ayes with reservations: none; Noes: none; and Excused:
none.

2/28/2014 H Reported from FIN (Stand. Com. Rep. No. 688-14) as amended in HD 1, recommending
passage on Second Reading and placement on the calendar for Third Reading.

2/28/2014 H
Passed Second Reading as amended in HD 1; placed on the calendar for Third Reading
with Representative(s) Hanohano, Oshiro voting aye with reservations; none voting no (0)
and Representative(s) Har, Luke, Nakashima, Thielen, Woodson excused (5).

3/4/2014 H
Passed Third Reading with Representative(s) Hanohano, Oshiro, Say voting aye with
reservations; none voting no (0) and Representative(s) Wooley excused (1). Transmitted
to Senate.

3/6/2014 S Received from House (Hse. Com. No. 356).

3/6/2014 S Passed First Reading.

3/6/2014 S Referred to AGL, WAM.

3/7/2014 S The committee(s) on AGL has scheduled a public hearing on 03-11-14 2:45PM in
conference room 229.

3/11/2014 S

The committee(s) on AGL recommend(s) that the measure be PASSED, UNAMENDED. The
votes in AGL were as follows: 4 Aye(s): Senator(s) Nishihara, Kouchi, English, Wakai;
Aye(s) with reservations: none ; 0 No(es): none; and 3 Excused: Senator(s) Dela Cruz, L.
Thielen, Slom.

3/14/2014 S Reported from AGL (Stand. Com. Rep. No. 2882) with recommendation of passage on
Second Reading and referral to WAM.

3/14/2014 S Report adopted; Passed Second Reading and referred to WAM.

3/28/2014 S The committee(s) on WAM will hold a public decision making on 04-02-14 9:20AM in
conference room 211.

4/2/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 13 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, Dela Cruz, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen,
Tokuda, Slom; Aye(s) with reservations: none ; 0 No(es): none; and 0 Excused: none.

4/4/2014 S Reported from WAM (Stand. Com. Rep. No. 3341) with recommendation of passage on
Third Reading, as amended (SD 1).
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Measure Title: RELATING TO ENERGY.

Report Title: Energy; Energy Systems Development Special Fund

Description:
Re-establishes the energy systems development special fund, which was repealed.
Extends the repeal of various allocations of the environmental response, energy, and food
security tax from 2015 to 2030. (CD1)

Companion:

Package: None

Current Referral: EEP, FIN

Introducer(s): GABBARD, CHUN OAKLAND, Ige, Ihara, Kahele, Kidani

Sort by
Date  Status Text

1/16/2014 S Introduced.

1/16/2014 S Passed First Reading.

1/17/2014 S Referred to ENE/HRE, WAM.

1/27/2014 S Re-Referred to ENE/AGL, WAM.

1/29/2014 S The committee(s) on ENE/AGL has scheduled a public hearing on 02-06-14 3:30PM in
conference room 225.

2/6/2014 S

The committee(s) on ENE recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in ENE were as follows: 3 Aye(s): Senator(s) Gabbard,
Ruderman, Chun Oakland; Aye(s) with reservations: none ; 0 No(es): none; and 2
Excused: Senator(s) Ihara, Slom.

2/6/2014 S

The committee(s) on AGL recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in AGL were as follows: 5 Aye(s): Senator(s) Nishihara, Kouchi,
Dela Cruz, English, Wakai; Aye(s) with reservations: none ; 0 No(es): none; and 2
Excused: Senator(s) L. Thielen, Slom.

2/12/2014 S Reported from ENE/AGL (Stand. Com. Rep. No. 2216) with recommendation of passage on
Second Reading, as amended (SD 1) and referral to WAM.

2/12/2014 S Report adopted; Passed Second Reading, as amended (SD 1) and referred to WAM.

2/14/2014 S The committee(s) on WAM will hold a public decision making on 02-19-14 9:25AM in
conference room 211.

2/19/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 10 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, Dela Cruz, English, Espero, Kahele, Ruderman, L. Thielen, Tokuda; Aye(s) with
reservations: none ; 1 No(es): Senator(s) Slom; and 2 Excused: Senator(s) Keith-Agaran,
Kouchi.

2/28/2014 S Reported from WAM (Stand. Com. Rep. No. 2645) with recommendation of passage on
Third Reading, as amended (SD 2).

2/28/2014 S 48 Hrs. Notice 03-04-14.

3/4/2014 S Report adopted; Passed Third Reading, as amended (SD 2). Ayes, 24; Aye(s) with
reservations: none . Noes, 1 (Senator(s) Slom). Excused, 0 (none). Transmitted to House.

3/4/2014 H Received from Senate (Sen. Com. No. 113) in amended form (SD 2).

3/6/2014 H Pass First Reading

3/6/2014 H Referred to EEP, FIN, referral sheet 28

3/11/2014 H Bill scheduled to be heard by EEP on Thursday, 03-13-14 9:00AM in House conference
room 325.

3/13/2014 H
The committees on EEP recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 7 Ayes: Representative(s) C. Lee, Thielen, Cullen, Evans,
Kawakami, Nishimoto, Lowen; Ayes with reservations: none; 3 Noes: Representative(s)
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Hanohano, Say, Fale; and Excused: none.

3/21/2014 H Reported from EEP (Stand. Com. Rep. No. 1179-14) as amended in HD 1, recommending
passage on Second Reading and referral to FIN.

3/21/2014 H

Passed Second Reading as amended in HD 1 and referred to the committee(s) on FIN with
Representative(s) Aquino, Awana, Cullen, Har, Johanson, Kawakami, Matsumoto, Say
voting aye with reservations; Representative(s) Fale, Fukumoto, Hanohano, McDermott
voting no (4) and Representative(s) Tokioka, Ward, Yamane excused (3).

3/28/2014 H Bill scheduled to be heard by FIN on Monday, 03-31-14 2:00PM in House conference room
308.

3/31/2014 H

The committees on FIN recommend that the measure be PASSED, UNAMENDED. The votes
were as follows: 15 Ayes: Representative(s) Luke, Nishimoto, Ing, Kobayashi, Lowen,
Morikawa, Onishi, Takayama, Woodson, Ward; Ayes with reservations: Representative(s)
Johanson, Cullen, Jordan, Tokioka, Yamashita; 1 Noes: Representative(s) Fukumoto; and 1
Excused: Representative(s) Hashem.

4/4/2014 H Reported from FIN (Stand. Com. Rep. No. 1645-14), recommending passage on Third
Reading.

4/8/2014 H

Passed Third Reading with Representative(s) Johanson, Jordan, Matsumoto, Say, Ward
voting aye with reservations; Representative(s) Aquino, Awana, Cabanilla, Carroll, Cullen,
Fale, Fukumoto, Hanohano, Har, McDermott, Tokioka, Yamane voting no (12) and none
excused (0). Transmitted to Senate.

4/10/2014 S Received from House (Hse. Com. No. 541).

4/10/2014 S Senate disagrees with House amendments.

4/10/2014 H Received notice of disagreement (Sen. Com. No. 670).

4/14/2014 H House Conferees Appointed: C. Lee, Luke Co-Chairs; Wooley, Thielen Members.

4/14/2014 S Senate Conferees Appointed: Gabbard Chair; Nishihara, Ige Co-Chairs.

4/14/2014 H Received notice of Senate conferees (Sen. Com. No. 676).

4/15/2014 S Received notice of appointment of House conferees (Hse. Com. No. 685).

4/17/2014 S Conference committee meeting scheduled for 04-21-14 10:45AM in conference room 225.

4/21/2014 S Conference committee meeting to reconvene on 04-23-14 11:00AM in conference room
225.

4/23/2014 S Conference committee meeting to reconvene on 04-24-14 10:30AM in conference room
225.

4/24/2014 S Conference committee meeting to reconvene on 04-25-14 1:35PM in conference room 225.

4/25/2014 S Conference committee meeting to reconvene on 04-25-14 3:35PM in conference room 225.

4/25/2014 S

The Conference committee recommends that the measure be PASSED, WITH
AMENDMENTS. The votes of the Senate Conference Managers were as follows: 2 Aye(s):
Senator(s) Gabbard, Ige; Aye(s) with reservations: none ; 0 No(es): none; and 1 Excused:
Senator(s) Nishihara.

4/25/2014 H
The Conference Committee recommends that the measure be Passed, with Amendments.
The votes were as follows: 3 Ayes: Representative(s) C. Lee, Luke, Thielen; Ayes with
reservations: none; 0 Noes: none; and 1 Excused: Representative(s) Wooley.

4/25/2014 S Reported from Conference Committee as amended CD 1 (Conf. Com. Rep. No. 104-14).

4/25/2014 S 48 Hrs. Notice (as amended CD 1) 04-29-14.

4/25/2014 H Reported from Conference Committee (Conf Com. Rep. No. 104-14) as amended in (CD 1).

4/25/2014 H Forty-eight (48) hours notice Tuesday, 04-29-14.

4/29/2014 S Passed Final Reading, as amended (CD 1). 24 Aye(s); Aye(s) with reservations: none . 1
No(es): Slom. 0 Excused: none.

4/29/2014 H

Passed Final Reading as amended in CD 1 with Representative(s) Johanson, Matsumoto,
Ward voting aye with reservations; Representative(s) Aquino, Awana, Cullen, Fale,
Fukumoto, Hanohano, Har, Hashem, Kawakami, McDermott, Tokioka, Yamane voting no
(12) and Representative(s) Ito excused (1).

4/30/2014 H Received notice of Final Reading (Sen. Com. No. 720).
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State of Hawaii

House of Representatives MSC~ I ~‘1~” 14~
The Twenty-seventh Legislature

Record of Votes of the Committee on Finance

Bill/Resolution No.: Committee Referral: Date:

SB 2731, SD2, HD1 TP.N, FIN 3/28/14
LI The committee is reconsidering its previous decision on the measure.

The recommendation is to: LI Pass, unamended (as is) Pass, with amendments (HD) LI Hold

LI Pass short form bill with H to recommit for future public hearing (recommit)

FIN Members Ayes Ayes (WR) Nays Excused

1. LUKE, Sylvia (C) 7~-
2. NISHIMOTO, Scott Y. (VC)

3. JOHANSON, Aaron Ling (VC)

4. CULLEN, Ty J.K. 7__
5. HASHEM, Mark J. / -

6. ING, Kaniela 1~:—

7. JORDAN, Jo / —

8. KOBAYASHI, Bertrand

9. LOWEN, Nicole E.

10. MORIKAWA, Dee

11. ONISHI, Richard H.K.
12. TAKAYAMA, Gregg

13. TOKIOKA, James Kunane

14. WOODSON, Justin H. -

15. YAMASHITA, Kyle T. 7~.
16. FUKUMOTO, Beth
17. WARD, Gene

TOTAL (17) / /
\~

The recommendation is: Adopted LI Not Adopted

If joint referral, did not support recommendation.
committee acronym(s)

Vice Chair’s or designee’s signatu~~~~

Distribution: Original (White) — Committee Duplicate (Yellow) — Chief Clerk’s Office Duplicate (Pink) — FIMSO



STAND. COM. REP. NO. (ozç. -14

Honolulu, Hawaiir&~~ , 2014
RE: S.B. No. 2731

S.D. 2
H.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committee on Transportation, to which was referred S.&
No. 2731, S.D. 2, entitled:

“A BILL FOR AN ACT RELATING TO A CAR-SHARING VEHICLE
SURCHARGE TAX,”

begs leave to report as follows:

The purpose of this measure is to establish a Car-sharing
Vehicle Surcharge Tax as follows:

(1) Defines Car-sharing Organization as a rental motor
vehicle lessor operating a membership program in which:

(A) Self-service access to a vehicle fleet is provided
exclusively to members who have paid a membership
fee;

(B) Members are charged a usage rate for each use of a
vehicle; and

(C) Members are not required to enter into a separate
written agreement each time the member reserves and
uses a vehicle;

(2) Assesses a Car-sharing Vehicle Surcharge Tax of 50 cents
per hour per rental for a car-sharing organization;
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STAND. COM. REP. NO. 102h -14
Page 2

provided that for each rental of six hours or more, the
tax will not exceed $3 per day;

(3) Requires car-sharing organizations to be registered
pursuant to section 251-3, Hawaii Revised Statutes
(HRS), but exempts them from the Rental Motor Vehicle
and Tour Vehicle Surcharge Tax pursuant to section 251-
2, HRS;

(4) Exempts rental motor vehicles and tour vehicles from the
Car-sharing Vehicle Surcharge Tax; and

(5) Amends the amount of the one-time registration fee
pursuant to section 251-3, HRS.

The Department of Transportation; Department of Planning and
Permitting of the City and County of Honolulu; Blue Planet
Foundation; Hawaii Bicycling League; EAN Holdings, LLC; Pacific
Resource Partnership; car2go; Ulupono Initiative; and several
concerned individuals testified in support of this measure. The
Department of Health, Office of Planning, Department of Taxation,
and Tax Foundation of Hawaii commented on this measure.

Your Committee has amended this measure by:

(1) Amending the Car-sharing Vehicle Surcharge Tax to 25
cents per half-hour, or any portion of a half-hour, that
a rental motor vehicle is rented or leased by a car-
sharing organization;

(2) Providing that the tax be assessed in a manner as
provided for the Rental Motor Vehicle and Tour Vehicle
Surcharge Tax;

(3) Specifying that an organization qualifying as a car-
sharing organization that is registered pursuant to
section 251-3, HRS, and subject to the Car-sharing
Vehicle Surcharge Tax, will not also be subject to the
Rental Motor Vehicle and Tour Vehicle Surcharge Tax;
provided that any organization registered pursuant to
section 251-3, HRS, will be subject to at least one
surcharge imposed by chapter 251, HRS;

(4) Clarifying that the average paid use period for all
vehicles provided by a car-sharing organization during
any taxable period is six hours or less;
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Page 3

(5) Removing the amendment to the amount of the one-time
registration fee pursuant to section 251-3, HRS;

(6) Allowing the passing on of the Car-sharing Vehicle
Surcharge Tax and Rental Motor Vehicle and Tour Vehicle
Surcharge Tax to the payor-organization’s members; and

(7) Making other technical, nonsubstantive amendments for
purposes of clarity, style, and consistency.

As affirmed by the record of votes of the members of your
Committee on Transportation that is attached to this report, your
Committee is in accord with the intent and purpose of S.B. No.
2731, S.D. 2, as amended herein, and recommends that it pass
Second Reading in the form attached hereto as S.B. No. 2731, S.D.
2, H.D. 1, and be referred to the Coniinittee on Finance.

SB2731 HD1 HSCR T~N HNS 2014-2535

Respectfully submitted on
behalf of the members of the
Committee on Transportation,

Chair



State of Hawaii ~ 1020 II~
House of Representatives

The Twenty-seventh Legislature

Record of Votes of the Committee on Transportation

Bill/Resolution No.: Corn ttee Referral: Date:

≤~~I
U The committee is reconsidering its previous decision on the measure.

The recommendation is to: U Pass, unamended (as is) ~‘Pass, with amendments (HD) U Hold
U Pass short form bill with HD to recommit for future public hearing (recommit)

TRN Members Ayes Ayes (WR) Nays Excused

1. YAMANE, Ryan I. (C)

2. TAKAYAMA, Gregg (VC)

3. AQUINO, Henry J.C.

4. HAR, Sharon E. I—

5. ICHIYAMA, Linda

6. ING, Kaniela

7. NAKASHIMA, Mark M.

8. TAKUMI, Roy M.

9. YAMASHITA, Kyle T.

10. FUKUMOTO, Beth

TOTAL (10)

The recommendation is: ‘d~Adopted U Not Adopted

If joint referral, did not support recommendation.
committee acronym(s)

Vice Chair’s or designee’s signature:

Distribution: Original (White) — Committee Duplicate (Yellow) — Chief Clerk’s Office Duplicate (Pink) — HMSO



THE SENATE ~, ~ 2731
TWENTY-SEVENTH LEGISLATURE, 2014 IN S.D. 2
STATEQFHAWAII a a H.D.1

A BILL FOR AN ACT
RELATING TO A CAR-SHARING VEHICLE SURCHARGE TAX.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

1 SECTION 1. The purpose of this Act is to create a car-

2 sharing vehicle surcharge tax.

3 SECTION 2. Chapter 251, Hawaii Revised Statutes, is

4 amended by adding a new section to be appropriately designated

5 and to read as follows:

6 TI~251 Car-sharing vehicle surcharge tax. (a) There is

7 levied and shall be assessed and collected a car-sharing vehicle

8 surcharge tax of 25 cents per half—hour, or any portion of a

9 half-hour, that a rental motor vehicle is rented or leased by a

10 car-sharing organization; provided that for each rental of six

11 hours or more, the tax shall be assessed in a manner provided in

12 section 251-2. The car-sharing vehicle surcharge tax shall be

13 levied upon the car-sharing organization.

14 (b) An organization that qualifies as a car-sharing

15 organization as defined in section 251-1, that is registered

16 with the department pursuant to section 251-3, and that is

17 subject to the surcharges imposed by this section shall not be

18 subject to the surcharges imposed by section 251-2; provided
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1 that any organization registered with the department pursuant to

2 section 251-3 shall be subject to at least one surcharge imposed

3 by this chapter.”

4 SECTION 3. Section 251-1, Hawaii Revised Statutes, is

5

6

7

8

9

10

11

12

amended by adding a new definition to be appropriately inserted

and to read as follows:

~TTcar.sharing organization” means a rental motor vehicle

lessor that operates a membership program in which:

(1) Self-service access to a fleet of vehicles is

provided, with or without requiring a reservation,

exclusively to members of the organization who have

paid a membership fee;

(2) Members are charged a usage rate, either

the minute, for each use of a vehicle;

(3) Members are not required to enter into a

written agreement with the organization

member reserves and uses a vehicle; and

(4) The average paid use period for all vehicles provided

hourly or by

separate

each time the

19 by the organization during any taxable period is six

20 hours or 1ess.T~

21 SECTION 4. Chapter 251, Hawaii Revised Statutes, is

22 amended by amending its title to read as follows:

SB2731 HD1 HMS 2014—2535
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1 “[-E-]CHAPTER 251[-]-]

2 RENTAlS MOTOR VEHICLE [AND], TOUR VEHICLE, AND CAR-SHARING

3 VEHICLE SURCHARGE TAX’

4 SECTION 5. Section 251-3, Hawaii Revised Statutes, is

5 amended by amending subsection (a) to read as follows:

6 (a) Each person as a condition precedent to engaging or

7 continuing in the business of providing rental motor vehicles to

8 the public [e~], engaging or continuing in the tour vehicle

9 operator business, or engaging or continuing in a car-sharing

10 organization business shall register with the director. A

11 person required to so register shall make a one-time payment of

12 $20, upon receipt of which the director shall issue a

13 certificate of registration in such form as the director

14 determines, attesting that the registration has been made. The

15 registration shall not be transferable and shall be valid only

16 for the person in whose name it is issued and for the

17 transaction of business at the place designated therein. The

18 registration, or in lieu thereof a notice stating where the

19 registration may be inspected and examined, shall at all times

20 be conspicuously displayed at the place for which it is issued.”

21 SECTION 6. Section 437D-8.4, Hawaii Revised Statutes, is

22 amended by amending subsection (a) to read as follows:

SB2731 HD1 HMS 2014—2535
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1 (a) Notwithstanding any law to the contrary, a lessor may

2 visibly pass on to a lessee:

3 (1) The general excise tax attributable to the

4 transaction;

5 (2) The vehicle license and registration fee and weight

6 taxes, prorated at 1/365th of the annual vehicle

7 license and registration fee and weight taxes actually

8 paid on the particular vehicle being rented for each

9 full or partial twenty-four-hour rental day that the

10 vehicle is rented; provided the total of all vehicle

11 license and registration fees charged to all lessees

12 shall not exceed the annual vehicle license and

13 registration fee actually paid for the particular

14 vehicle rented;

15 (3) The [rcntal motor vchiclc] surcharge [tax az prov±dcd

16 in ccction 251 2] taxes imposed in chapter 251

17 attributable to the transaction;

18 (4) The county surcharge on state tax under section 46-

19 16.8; provided that the lessor itemizes the tax for

20 the lessee; and

21 (5) The rents or fees paid to the department of

22 transportation under concession contracts negotiated

SB2731 HD1 HMS 2014-2535
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1 pursuant to chapter 102, service permits granted

2 pursuant to title 19, Hawaii Administrative Rules, or

3 rental motor vehicle customer facility charges

4 established pursuant to section 261-7; provided that:

5 (A) The rents or fees are limited to amounts that can

6 be attributed to the proceeds of the particular

7 transaction;

8 (B) The rents or fees shall not exceed the lessor’s

9 net payments to the department of transportation

10 made under concession contract or service permit;

11 (C) The lessor submits to the department of

12 transportation and the department of commerce and

13 consumer affairs a statement, verified by a

14 certified public accountant as correct, that

15 reports the amounts of the rents or fees paid to

16 the department of transportation pursuant to the

17 applicable concession contract or service permit:

18 (i) For all airport locations; and

19 (ii) For each airport location;

20 (D) The lessor submits to the department of

21 transportation and the department of commerce and

22 consumer affairs a statement, verified by a

SB2731 HD1 EMS 2014—2535
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1 certified public accountant as correct, that

2 reports the amounts charged to lessees:

3 (1) For all airport locations;

4 (ii) For each airport location; and

5 (iii) For each lessee;

6 (E) The lessor includes in these reports the

7 methodology used to determine the amount of fees

8 charged to each lessee; and

9 (F) The lessor submits the above information to the

10 department of transportation and the department

11 of commerce and consumer affairs within three

12 months of the end of the preceding annual

13 accounting period or contract year as determined

14 by the applicable concession agreement or service

15 permit.

16 The respective departments, in their sole discretion,

17 may extend the time to submit the statement required

18 in this subsection. If the director determines that

19 an examination of the lessor’s information is

20 inappropriate under this subsection and the lessor

21 fails to correct the matter within ninety days, the

22 director may conduct an examination and charge a

SB2731 HD1 HMS 2014—2535
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1 lessor an examination fee based upon the cost per hour

2 per examiner for evaluating, investigating, and

3 verifying compliance with this subsection, as well as

4 additional amounts for travel, per diem, mileage, and

5 other reasonable expenses incurred in connection with

6 the examination, which shall relate solely to the

7 requirements of this subsection, and which shall be

8 billed by the departments as soon as feasible after

9 the close of the examination. The cost per hour shall

10 be $40 or as may be established by rules adopted by

11 the director. The lessor shall pay the amounts billed

12 within thirty days following the billing. All moneys

13 collected by the director shall be credited to the

14 compliance resolution fund.

15 SECTION 7. Statutory material to be repealed is bracketed

16 and stricken. New statutory material is underscored.

17 SECTION 8. This Act shall take effect on January 1, 2015;

18 provided that the amendments made by section 6 of this Act to

19 section 437]J-8.4(a), Hawaii Revised Statutes, shall not be

20 repealed when section 437D-8.4, Hawaii Revised Statutes, is

21 reenacted on December 31, 2022, pursuant to section 21 of Act

22 11, Session Laws of Hawaii 2009.
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Report Title:
Car-sharing Vehicle Surcharge Tax

Description:
Establishes a car-sharing vehicle surcharge tax. Effective
January 1, 2015. (SB2731 HD1)

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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Z72 \ STAND. COM. REP. NO. 

Honolulu, Hawaii 

FEB 2 8 2014 
RE : S.B. No. 2731 

S.D. 2 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam : 

Your Committee on Ways and Means, to which was referred S.B. 
No. 2731, S.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO A CAR-SHARING VEHICLE 
SURCHARGE TAX, 

begs leave to report as follows: 

The purpose and intent of this measure is to establish a car- 
sharing vehicle surcharge tax. 

Your Committee received written comments in support of this 
measure from the Department of Transportation, Blue Planet 
Foundation, Car2g0, Sierra Club of Hawaii, and Ulupono Initiative. 
Written comments in opposition were received from EAN Holdings, 
LLC. The Department of Taxation, Department of Health, Office of 
Planning, and Tax Foundation of Hawaii submitted written comments 
on the measure. 

Your Committee finds that car-sharing provides an alternative 
to vehicle ownership and has the potential to significantly reduce 
traffic congestion, greenhouse gas emissions, and transportation 
costs for households and businesses. Your Committee also finds 
that car-sharing organizations are currently subject to the rental 
motor vehicle surcharge tax under section 251-2, Hawaii Revised 
Statutes, which is imposed at a flat daily rate. Your Committee 
believes this is excessive, given that, unlike traditional car 
rentals, car-sharing usually involves renting a vehicle by the 
hour, rather than by the day. This measure is intended to 
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establish a more equitable surcharge tax for car-sharing 
organizations. 

Your Committee has amended this measure by: 

(1) Specifying that the rate of the surcharge tax shall be 
50 cents per hour per rental, up to a maximum of $3 per 
day ; 

(2) Clarifying that a car-sharing organization is a rental 
motor lessor; 

(3) Deleting the requirements that: 

(A) The average paid use period for all vehicles 
provided by a car-sharing organization during any 
calendar year is four hours or less; and 

(B) At least sixty per cent of all vehicle rentals made 
by a car-sharing organization during the prior 
calendar year be made to residents of Hawaii; 

(4) Changing the registration fee required under section 
251-3, Hawaii Revised Statutes, to an unspecified 
amount ; 

( 5 )  Changing the effective date to July 1, 2050, to 
facilitate further discussion on the measure; and 

(6) Making technical nonsubstantive amendments for the 
purposes of consistency, clarity, and style. 

As affirmed by the record of votes of the members of your 
Committee on Ways and Means that is attached to this report, your 
Committee is in accord with the intent and purpose of S.B. 
No. 2731, S.D. 1, as amended herein, and recommends that it pass 
Third Reading in the form attached hereto as S.B. No. 2731, 
S.D. 2. 
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Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 
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THE SENATE 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 2014 

2731 S.B. NO. s . D . ~  

A BILL FOR AN ACT 
RELATING TO A CAR-SHARING VEHICLE SURCHtiRGE TAX. . I '  

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

1 SECTION 1. The purpose of this Act is to create a car- 

2 sharing vehicle surcharge tax. 

3 SECTION 2. Chapter 251, Hawaii Revised Statutes, is 

4 amended by adding a new section to be appropriately designated 

5 and to read as follows: 

6 I' § 2 5 1 - Car-sharing vehicle surcharge tax.  (a) There is 

7 levied and shall be assessed and collected a car-sharing vehicle 

8 surcharge tax of 50 cents per hour per rental for a car-sharing 

9 organization; provided that for each rental of six hours or 

10 more, the tax shall be assessed at no more than $3 per day. 

11 (b) A car-sharing organization that is registered with the 

12 director pursuant to section 251-3 shall be subject to the 

13 surcharges imposed by this section and shall not be subject to 

14 the surcharges imposed by section 251-2. All rental motor 

15 vehicles and tour vehicles shall be subject to the surcharges 

16 imposed by section 251-2 and shall not be subject to the 

17 surcharge imposed by this section." 
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4 
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19 

20 

21 

SECTION 3. Chapter 251, Hawaii Revised Statutes, is 

amended by amending its title to read as follows: 

I1 [f-] CHAPTER 251 [4-] 

RENTAL MOTOR VEHICLE [AM3] ,  - TOUR VEHICLE, AND CAR-SHARING 

VEHICLE SURCHARGE TAX" 

SECTION 4. Section 251-1, Hawaii Revised Statutes, is 

amended by adding a new definition to be appropriately inserted 

and to read as follows: 

IIIlCar-sharing organizationll means a rental motor vehicle 

lessor that operates a membership program in which: 

- (1) Self-service access to a fleet of vehicles is 

provided, with or without requiring a reservation, 

exclusively to members of the organization who have 

paid a membership fee; 

- (2) Members are charged a usage rate, 'either hourly or by 

the minute, for each use of a vehicle; and 

- (3) Members are not required to enter into a separate 

written asreement with the orsanization each time the 

member reserves and uses a vehicle." 

SECTION 5. Section 251-3, Hawaii Revised Statutes, is 

amended by amending subsection (a) to read as follows: 

SB2731 SD2 LRB 14-1726.doc 
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1 '!(a) Each person as a condition precedent to engaging or 

2 continuing in the business of providing rental motor vehicles to 

3 the public [e], - engaging or continuing in the tour vehicle 

operator business, or engaging or continuing in a car-sharing 4 

organization business shall register with the director. A 5 

person required to so register shall make a one-time payment of 6 

7 [*I $ , upon receipt of which the director shall 

issue a certificate of registration in such form as the director 8 

9 determines, attesting that the registration has been made. The 

registration shall not be transferable and shall be valid only 10 

11 

12 

13 

for the person in whose name it is issued and for the 

transaction of business at the place designated therein. The 

registration, or in lieu thereof a notice stating where the 

registration may be inspected and examined, shall at all times 14 

15 be conspicuously displayed at the place for which it is issued.'I 

16 SECTION 6. Statutory material to be repealed is bracketed 

17 and stricken. New statutory material is underscored. 

18 SECTION 7. This Act shall take effect on July 1, 2050. 
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2731 S.B. NO. s . D . ~  

R e p o r t  T i t l e :  , 

Car-sharing Vehicle Surcharge Tax 

D e s c r i p t i o n  : 
Establishes a car-sharing vehicle surcharge tax. Effective 
7/1/2050. (SD2) 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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Honolulu, Hawaii 

FEB 1 3  2014 
RE : S.B. No. 2731 

S.D. 1 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam : 

Your Committee on Transportation and International Affairs, 
to which was referred S.B. No. 2731 entitled: 

"A BILL FOR AN ACT RELATING TO A CAR-SHARING VEHICLE 
SURCHARGE TAX, 'I 

begs leave to report as follows: 

The purpose and intent of this measure is to establish a car- 
sharing vehicle surcharge tax. 

Your Committee received testimony in support of this measure 
from the Department of Transportation, City and County of Honolulu 
Department of Planning and Permitting, City and County of Honolulu 
Department of Transportation Services, Car2G0, Ulupono Initiative, 
Hawaii Energy Policy Forum, and two individuals. Your Committee 
received testimony in opposition to this measure from Enterprise 
Rent-A-Car. Your Committee received comments on this measure from 
the Department of Taxation and the Tax Foundation of Hawaii. 

Your Committee finds that car-sharing is a green 
transportation innovation that can significantly reduce vehicle 
miles traveled, oil imports, greenhouse gas emissions, and 
household transportation costs for Hawaii residents. Car-sharing 
is a fairly new transportation innovation in the United States 
that has emerged only in the last ten years. Unlike traditional 
car rentals, car-sharing is not aimed at tourists or individuals 
who are getting a personal vehicle repaired. Car-sharing is 
generally rented by the minute or by the hour, rather than by the 
day. Car-sharing members are persons who either cannot afford to 

2014-1386 SSCR SMA.doc 



STAND. COM. REP. NO. 
Page 2 

or prefer not to own their own vehicles but occasionally need 
access to vehicles to run errands. Car-sharing enables them to 
enjoy the benefits of automobile access without the high fixed 
costs and other concerns that come with car ownership. 

Your Committee has amended this measure by: 

(1) Making the surcharge tax pro rata on an hourly basis 
with a per day charge; 

(2) Exempting car-sharing organizations that are registered 
with the Director of Taxation and subject to the car- 
sharing vehicle surcharge tax from the rental motor 
vehicle surcharge tax and tour vehicle surcharge tax; 
and 

(3) Making technical, nonsubstantive amendments for the 
purposes of clarity and consistency. 

As affirmed by the record of votes of the members of your 
Committee on Transportation and International Affairs that is 
attached to this report, your Committee is in accord with the 
intent and purpose of S.B. No. 2731, as amended herein, and 
recommends that it pass Second Reading in the form attached hereto 
as S.B. No. 2731, S.D. 1, and be referred to the Committee on Ways 
and Means. 

Respectfully submitted on 
behalf of the members of the 
Committee on Transportation and 
International Affairs, 

q q  I ENGLISH, C 
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THE SENATE 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 201 4 

2731 S.B. NO. s . D . ~  

A BILL FOR AN ACT 
RELATING TO A CAR-SHARING VEHICLE SURCHARGE TAX. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. The legislature finds that car-sharing is a 

green transportation innovation that can significantly reduce 

vehicle miles traveled, oil imports, greenhouse gas emissions, 

and household transportation costs for Hawaii residents. Car- 

sharing is a fairly new transportation innovation in the United 

States that has emerged only in the last ten years. Unlike 

traditional car rentals, car-sharing is not aimed at tourists or 

individuals who are getting a personal vehicle repaired. Car- 

sharing is generally rented by the minute or by the hour, rather 

than by the day. Car-sharing members are persons who either 

cannot afford to or prefer not to own their own vehicles but 

occasionally need access to vehicles to run errands. Car- 

sharing enables them to enjoy the benefits of automobile access 

without the high fixed costs and other concerns that come with 

car ownership. 

The purpose of this Act is to create a car-sharing vehicle 

surcharge tax. 
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1 SECTION 2. Chapter 251, Hawaii Revised Statutes, is 

2 amended by adding a new section to be appropriately designated 

3 and to read as follows: 

4 'I § 2 5 1 - Car-sharing vehicle surcharge tax. (a) There is 

5 levied and shall be assessed and collected a car-sharing vehicle 

6 surcharge tax of $ per day, prorated on an hourly 

7 basis and rounded ux>ward to the next hour, on each vehicle 

8 available for use or Dartiallv available for use durincr each 

9 month by members of a car-sharing organization. The car-sharing 

10 vehicle surcharge tax shall be levied upon the car-sharing 

11 organization. 

12 (b) A'car-sharing organization that is registered with the 

13 director mrsuant to section 251-3 shall be subject to the 

14 surcharge imposed by this section and shall not be subject to 

15 the surcharges imposed by section 251-2. All rental motor 

16 vehicles and tour vehicles shall be subject to the surcharges 

17 imposed by section 251-2 and shall not be subject to the 

18 surcharge imposed by this section." 

19 SECTION 3. Chapter 251, Hawaii Revised Statutes, is 

20 amended by amending its title to read as follows: 
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RENTAL MOTOR VEHICLE [AND] ,  TOUR VEHICLE, AND CAR-SHARING - 
VEHICLE SURCHARGE TAX" 

SECTION 4. Section 251-1, Hawaii Revised Statutes, is 

amended by adding a new definition to be appropriately inserted 

and to read as follows: 

""Car-sharing organization" means an organization that 

operates a membership program in which: 

(1) 

(2) 

(3) 

(4) 

(5) 

Self-service access to a fleet of vehicles is 

provided, with or without requiring a reservation, 

exclusively to members of the organization who have 

paid a membership fee; 

Members are charged a usage rate, either hourly or by 

the minute, for each use of a vehicle; 

Members are not required to enter into a separate 

written agreement with the organization each time the 

member reserves and uses a vehicle; 

The average paid use period for all vehicles provided 

by the organization during any calendar year is four 

hours or less; and 

At least sixty per cent of all vehicle rentals made by 

the organization during the prior calendar year were 

made to residents of Hawaii." 
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SECTION 5. Section 251-3, Hawaii Revised Statutes, is 

amended by amending subsection (a) to read as follows: 

'I (a) Each person as a condition precedent to engaging or 

continuing in the business of providing rental motor vehicles to 

the public or engaging or continuing in the tour vehicle 

operator business or a car-sharing organization business shall 

register with the director. A person required to so register 

shall make a one-time payment of $20, upon receipt of which the 

director shall issue a certificate of registration in such form 

as the director determines, attesting that the registration has 

been made. The registration shall not be transferable and shall 

be valid only for the person in whose name it is issued and for 

the transaction of business at the place designated therein. 

The registration, or in lieu thereof a notice stating where the 

registration may be inspected and examined, shall at all times 

be conspicuously displayed at the place for which it is issued." 

SECTION 6. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

SECTION 7. This Act shall take effect on July 1, 2014. 

2014-1386 SB2731 S D 1  SMA.doc 

I Ill I Ill, II lllllllllllllllll Alll lllll lllllllllillllllllllllllllllllll~llllllll,~llllllllllllllllllll I Illlllllll ,illlll1lilllllllllllll 
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Report Title: 
Car-sharing Vehicle Surcharge Tax 

Description: 
Establishes a car-sharing vehicle surcharge tax, set at a flat 
rate per day and prorated on an hourly basis. (SD1) 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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THE SENATE 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 201 4 SaBa NO. 2,731 

JAN 1 7 2015 

A BILL FOR AN ACT 
RELATING TO A CAR-SHARING VEHICLE SURCHARGE TAX. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. The legislature finds that car-sharing is a 

green transportation innovation that can significantly reduce 

vehicle miles traveled, oil imports, greenhouse gas emissions, 

and household transportation costs for Hawaii residents, Car- 

sharing is a fairly new transportation innovation in the United 

States that has emerged only in the last ten years. Unlike 

traditional car rentals, car-sharing is not aimed at tourists or 

individuals who are getting a personal vehicle repaired. Car- 

sharing is rented by the minute or by the hour, rather than by 

the day. Car-sharing members are persons who either cannot 

afford to or prefer not to own their own vehicles but 

occasionally need access to vehicles to run errands. Car- 

sharing enables them to enjoy the benefits of automobile access 

without the high fixed costs and other concerns that come with 

car ownership. 

The purpose of this Act is to create a car-sharing vehicle 

surcharge tax. 
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SECTION 2. Chapter 251, Hawaii Revised Statutes, is 

amended by adding a new section to be appropriately designated 

and to read as follows: 

I' 5 2 5 1 - Car-sharing vehicle surcharge tax. There is 

levied and shall be assessed and collected a car-sharing vehicle 

surcharge tax of $ for each vehicle available for use 

or partially available for use during each month by members of a 

car-sharing organization. The car-sharing vehicle surcharge tax 

shall be levied upon the car-sharing organization." 

SECTION 3. Chapter 251, Hawaii Revised Statutes, is 

amended by amending its title to read as follows: 

'I [€I  CHAPTER 251 [+I 

RENTAL MOTOR VEHICLE [-I, - TOUR VEHICLE, AND CAR-SHARING 
VEHICLE SURCHARGE TAX" 

SECTION 4. Section 251-1, Hawaii Revised Statutes, is 

amended by adding a new definition to be appropriately inserted 

and to read as follows: 

""Car-sharing organization" means an organization that 

operates a membership program in which: 

- (1) Self-service access to a fleet of vehicles is 

provided, with or without requiring a reservation, 
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(2) 

(3) 

(4) 

(5) 

exclusively to members of the organization who have 

paid a membership fee; 

Members are charged a usage rate, either hourly or by 

the minute, for each use of a vehicle; 

Members are not required to enter into a separate 

written aareement with the oraanization each time the 

member reserves and uses a vehicle; 

The average paid use period for all vehicles provided 

by the organization during any calendar year is four 

hours or less; and 

At least sixty per cent of all vehicle rentals made by 

the organization during the prior calendar year were 

made to residents of Hawaii." 

SECTION 5. Section 251-3, Hawaii Revised Statutes, is 

amended by amending subsection (a) to read as follows: 

"(a) Each person as a condition precedent to engaging or 

continuing in the business of providing rental motor vehicles to 

the public or engaging or continuing in the tour vehicle 

operator business or a car-sharing organization business shall 

register with the director. A person required to so register 

shall make a one-time payment of $20, upon receipt of which the 

director shall issue a certificate of registration in such form 

2014-0633 SB SMA.doc _ _ ~  
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as the director determines, attesting that the registration has 

been made. The registration shall not be transferable and shall 

be valid only for the person in whose name it is issued and for 

the transaction of business at the place designated therein. 

The registration, or in lieu thereof a notice stating where the 

registration may be inspected and examined, shall at all times 

be conspicuously displayed at the place for which it is issued." 

SECTION 6. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

SECTION 7. This Act shall take effect on July 1, 2014. 

INTRODUCED BY: 

2014-0633 SB SMA.doc 
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S.B. NO. 2131 

Report Title: 
Car-sharing Vehicle Surcharge Tax 

Description : 
Establishes a car-sharing vehicle surcharge tax. 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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Measure Title: RELATING TO A CAR-SHARING VEHICLE SURCHARGE TAX.

Report Title: Car-sharing Vehicle Surcharge Tax

Description: Establishes a car-sharing vehicle surcharge tax. (SB2731 HD2)

Companion:  HB1894

Package: None

Current Referral: TRN, FIN

Introducer(s): ENGLISH, BAKER, CHUN OAKLAND, GABBARD, GALUTERIA, KEITH-AGARAN, KIDANI, Ige,
Ihara, Shimabukuro, Solomon

Sort by
Date  Status Text

1/17/2014 S Introduced.

1/21/2014 S Passed First Reading.

1/21/2014 S Referred to TIA, WAM.

2/6/2014 S The committee(s) on TIA has scheduled a public hearing on 02-11-14 1:16PM in
conference room 224.

2/11/2014 S

The committee(s) on TIA recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in TIA were as follows: 6 Aye(s): Senator(s) English, Dela Cruz,
Espero, Kahele, Keith-Agaran, Solomon; Aye(s) with reservations: none ; 1 No(es):
Senator(s) Slom; and 2 Excused: Senator(s) Gabbard, Kouchi.

2/13/2014 S Reported from TIA (Stand. Com. Rep. No. 2344) with recommendation of passage on
Second Reading, as amended (SD 1) and referral to WAM.

2/13/2014 S Report adopted; Passed Second Reading, as amended (SD 1) and referred to WAM.

2/21/2014 S The committee(s) on WAM will hold a public decision making on 02-25-14 9:20AM in
conference room 211.

2/25/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 11 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen, Tokuda;
Aye(s) with reservations: none ; 1 No(es): Senator(s) Slom; and 1 Excused: Senator(s)
Dela Cruz.

2/28/2014 S Reported from WAM (Stand. Com. Rep. No. 2721) with recommendation of passage on
Third Reading, as amended (SD 2).

2/28/2014 S 48 Hrs. Notice 03-04-14.

3/4/2014 S Report adopted; Passed Third Reading, as amended (SD 2). Ayes, 24; Aye(s) with
reservations: none . Noes, 1 (Senator(s) Slom). Excused, 0 (none). Transmitted to House.

3/4/2014 H Received from Senate (Sen. Com. No. 274) in amended form (SD 2).

3/6/2014 H Pass First Reading

3/6/2014 H Referred to TRN, FIN, referral sheet 28

3/7/2014 H Bill scheduled to be heard by TRN on Wednesday, 03-12-14 10:30AM in House conference
room 309.

3/12/2014 H

The committees on TRN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 9 Ayes: Representative(s) Yamane, Takayama, Aquino,
Ichiyama, Ing, Nakashima, Takumi, Yamashita, Fukumoto; Ayes with reservations: none;
Noes: none; and 1 Excused: Representative(s) Har.

3/19/2014 H Reported from TRN (Stand. Com. Rep. No. 1026-14) as amended in HD 1, recommending
passage on Second Reading and referral to FIN.

3/19/2014 H
Passed Second Reading as amended in HD 1 and referred to the committee(s) on FIN with
Representative(s) Fale voting aye with reservations; Representative(s) McDermott voting
no (1) and Representative(s) Takai, Thielen excused (2).

Measure Status http://capitol.hawaii.gov/measure_indiv.aspx?billtype=SB&billnumber=...

1 of 2 9/8/2014 3:41 PM
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EXECUTIVE CHAMBERS 
HONOLULU 

NEIL ABERCROMBIE 
GOVERNOR GOV. MSG. NO. 1239 

June 24, 2014 

The Honorable Donna Mercado Kim, 
President 
and Members of the Senate 

Twenty-Seventh State Legislature 
State Capitol, Room 409 
Honolulu, Hawaii 96813 

The Honorable Joseph M. Souki, 
Speaker and Members of the 
House of Representatives 

Twenty-Seventh State Legislature 
State Capitol, Room 431 
Honolulu, Hawaii 96813 

Dear President Kim, Speaker Souki, and Members of the Legislature: 

This is to inform you that on June 24, 2014, the following bill was signed into law: 

S82779 SD1 HD1 CD1 RELATING TO FINANCIAL AUDIT OF THE 
STATE OF HAWAII BY THE LEGISLATIVE 
AUDITOR 
ACT 136 (14) 

 

 

NEIL AB RCROMBIE 
Governor, State of Hawaii 



Approved by the Governor 

on 	JUN 2 4 2014 
THE SENATE 
TWENTY-SEVENTH LEGISLATURE, 2014 
STATE OF HAWAII 

ACT 136  
S.B. NO. 2779 

S.D. 1 
RD. 1 
C.D. 1 

A BILL FOR AN ACT 

RELATING TO FINANCIAL AUDIT OF THE STATE OF HAWAII BY THE 
LEGISLATIVE AUDITOR. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

1 	SECTION 1. The purpose of this Act is to specifically 

2 authorize the department of taxation to release certain 

3 otherwise confidential information to the auditor or the 

4 auditor's authorized agents, for the purpose of conducting the 

c_nual certified financial audit pursuant to section 23-5, 

6 Hawaii Revised Statutes. This measure also ensures that the 

7 auditor and its authorized agents keep the disclosed information 

8 confidential by increasing the class of offense for unlawful 

:) disclosure from a misdemeanor to a class C felony. . 

10 	SECTION 2. Section 23-5, Hawaii Revised Statutes, is 

11 amended by amending subsection (a) to read as follows: 

12 	"(a) The auditor may examine and inspect all accounts, 

13 books, records, files, papers, and documents and all financial 

14 affairs of every department, office, agency, and political 

15 subdivision[-r);  provided that:  

16 	(1) Upon written request by the auditor, the department of 

17 	 taxation shall provide to the auditor access to tax 

rniwrnumaiiiiiuiuuiimii 
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1 
	

returns but only to the extent necessary and relevant 

	

2 
	

to the scope of the comprehensive annual financial 

	

3 
	

report audit of the State; and  

	

4 
	

(2) Tax return information provided to the auditor by the 

	

5 
	

department of taxation pursuant to paragraph (1) shall 

	

6 
	

be considered working papers of the auditor pursuant  

	

7 
	

to section 23-9.5." 

	

8 
	

SECTION 3. Section 231-18, Hawaii Revised Statutes, is 

9 amended to read as follows: 

	

16 	"§231-l0 Modoral 	or other tax officiala] Tax and other 

11 officials  permitted to inspect returns; reciprocal provisions. 

12 Notwithstanding the provisions of any law making it unlawful for 

13 any person, officer, or employee of the State to make known 

14 information imparted by any tax return or permit any tax return 

15 to be seen or examined by any person, it shall be lawful to 

	

16 	[pe-rmt]: 

	

17 	(1) Permit a duly accredited tax official of the United 

	

18 	 States, any state or territory, any county of this 

	

19 	 State, or the Multistate Tax Commission to inspect any 

	

20 	 tax return of any taxpayer[, 	or to furni-h]; 

	

21 	(2) Furnish to an official, commission, or the authorized 

	

22 	 representative thereof an abstract of the return or 

uuiiiiuuuuuiiiuiiuivam 
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I 
	

supply the official, commission, or the authorized 

2 
	

representative thereof with information concerning any 

3 
	

item contained in the return or disclosed by the 

4 
	

report of any investigation of the return or of the 

5 
	

subject matter of the return for tax purposes only[ -- ]; 

6 
	

or 

7 
	

(3) Provide tax return information to the auditor pursuant  

8 
	

to section 23-5(a). 

Multistate Tax Commission may make the information available 

10 to a duly accredited tax official of the United States, any 

11 state or territory, or the authorized representative thereof, 

12 for tax purposes only." 

13 	SECTION 4. Section 235-116, Hawaii Revised Statutes, is 

14 amended to read as follows: 

15 	"8235-116 Disclosure of returns unlawful; penalty. All 

16 tax returns and return information required to be filed under 

17 this chapter shall be confidential, including any copy of any 

18 portion of a federal return (whIe4] that may be attached to a 

19 state tax return, or any information reflected in the copy of 

20 [cuch) the federal return. It shall be unlawful for any person, 

21 or any officer or employee of the State, including the auditor  

22 or the auditor's agent with regard to tax return information 
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1 obtained pursuant to section 23-5(a), to make known 

2 intentionally information imparted by any income tax return or 

3 estimate made under sections 235-92, 235-94, 235-95, and 235-97 

4 or wilfully to permit any income tax return or estimate so made 

5 or copy thereof to be seen or examined by any person other than 

6 the taxpayer or the taxpayer's authorized agent, persons duly 

7 authorized by the State in connection with their official 

8 duties, the Multistate Tax Commission or the authorized 

9 representative thereof, except as otherwise provided by law[ r 

 anyLAny offense against the foregoing provisions shall be 

11 [punished by a fine not exceeding $500 or by imprioonment not 

12 exceeding onc y ar, -or both.] punishable as a class C felony." 

13 	SECTION 5. Section 237-34, Hawaii Revised Statutes, is 

14 amended by amending subsection (b) to read as follows: 

15 	"(b) All tax returns and return information required to be 

16 filed under this chapter, and the report of any investigation of 

17 the return or of the subject matter of the return, shall be 

18 confidential. It shall be unlawful for any person or any 

19 officer or employee of the State, including the auditor or the  

20 auditor's agent with regard to tax return information obtained  

21 pursuant to section 23-5(a), to intentionally make known 

22 information imparted by any tax return or return information 

IIlIuIIIIIIIhUflhIHIIIIII 
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filed pursuant to this chapter, or any report of any 

2 investigation of the return or of the subject matter of the 

3 return, or to wilfully permit any [stieh] return, return 

4 information, or report so made, or any copy thereof, to be seen 

5 or examined by any person; provided that for tax purposes only 

6 the taxpayer, the taxpayer's authorized agent, or persons with a 

7 material interest in the return, return information, or report 

8 may examine them. Unless otherwise provided by law, persons 

9 with a material interest in the return, return information, or 

report shall include: 

11 	(1) Trustees; 

12 	(2) Partners; 

13 	(3) Persons named in a board resolution or a one per cent 

14 	 shareholder in the case of a corporate return; 

15 	(4) The person authorized to act for a corporation in 

16 	 dissolution; 

17 	(5) The shareholder of an S corporation; 

18 	(6) The personal representative, trustee, heir, or 

19 	 beneficiary of an estate or trust in the  case of the 

20 	 estate's or decedent's return; 

21 	(7) The committee, trustee, or guardian of any person in 

22 	 paragraphs (1) [te] through  (6) who is incompetent; 

rnpIIIIuluIIIuInaluIIIIgII 
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1 	(8) The trustee in bankruptcy or receiver, and the 

	

2 	 attorney-in-fact of any person in paragraphs (1) [to] 

	

3 	 through (7); 

	

4 	(9) Persons duly authorized by the State in connection 

5 	 with their official duties; 

	

6 	(10) Any duly accredited tax official of the United States 

	

7 	 or of any state or territory; 

	

8 	(11) The Multistate Tax Commission or its authorized 

	

9 	 representative; 

	

10 	(12) Members of a limited liability company; and 

	

ii 	 (13) A person contractually obligated to pay the taxes 

	

12 	 assessed against another when the latter person is 

	

13 	 under audit by the department. 

	

14 	Any violation of this subsection shall be a [miodcmcanor.] 

15 class C felony." 

	

16 	SECTION 6. Section 237D-13, Hawaii Revised Statutes, is 

17 amended by amending subsection (a) to read as follows: 

	

18 	"(a) All tax returns and return information required to be 

• 19 filed under this chapter, and the report of any investigation of 

20 the return or of the subject matter of the return, shall be 

21 confidential. It shall be unlawful for any person or any 

22 officer or employee of the State, including the auditor or the  

5B2779 CD1 LRB 14-2536.doc 
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I auditor's agent with regard to tax return information obtained 

2 pursuant to section 23-5(a), to intentionally make known 

3 information imparted by any tax return or return information 

4 filed pursuant to this chapter, or any report of any 

5 investigation of the return or of the subject matter of the 

6 return, or to wilfully permit any return, return information, or 

7 report so made, or any copy thereof, to be seen or examined by 

person; provided that for tax purposes only the taxpayer, 

9 the taxpayer's authorized agent, or persons with a material 

10 interest in the return, return information, or report may 

11 examine them. Unless otherwise provided by law, persons with a 

12 material interest in the return, return information, or report 

13 shall include: 

(1) Trustees; 

15 
	

(2) Partners; 

16 
	

(3) Persons named in a board resolution or a one per cent 

17 
	

shareholder in the case of a corporate return; 

18 
	

(4) The person authorized to act for a corporation in 

19 
	

dissolution; 

20 
	

(5) The shareholder of an S corporation; 

SB2779 CD1 LRB 14-2536.doc 

I 1111111111111111111111111111111 



Page8 

S.B. NO 2779 
S.D. 1 
H.D. 1 
C.D. 1 
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3 

(6) The personal representative, trustee, heir, or 

beneficiary of an estate or trust in the case of the 

estate's or decedent's return; 

4 (7) The committee, trustee, or guardian of any person in 

5 paragraphs 	Cl) 	Re] through (6) who is incompetent; 

6 (8) The trustee in bankruptcy or receiver, and the 

7 attorney-in-fact of any person in paragraphs (1) 	[te] 

8 through 	(7); 

9 (9) Persons duly authorized by the State in connection 

10 with their official duties; 

ii (10) Any duly accredited tax official of the United States, 

12 or of any state or territory, or of any county of this 

13 State; 

14 (11) The Multistate Tax Commission or its authorized 

15 representative; and 

16 (12) Members of a limited liability company. 

17 Any violation of this subsection shall be a [misdemeanor.] class 

18 C felony. Nothing in this subsection shall prohibit the 

19 publication of statistics Fee] that are classified klel to 

20 prevent the identification of particular reports or returns and 

21 the items of the reports or returns." 

SB2779 CD1 LRB 14-2536.doc 
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1 	SECTION 7. Section 251-12, Hawaii Revised Statutes, is 

2 amended by amending subsection (a) to read as follows: 

3 	"(a) All tax returns and return information required to be 

4 filed under this chapter, and the report of any investigation of 

5 the return or of the subject matter of the return, shall be 

6 confidential. It shall be unlawful for any person or any 

7 officer or employee of the State, including the auditor or the  

8 auditor's agent with regard to tax return information obtained  

'_suant to section 23-5(a), to intentionally make known 

10 information imparted by any tax return or return information 

11 filed pursuant to this chapter, or any report of any 

12 investigation of the return or of the subject matter of the 

13 return, or to wilfully permit any [such] tax return, return 

14 information, or report so made, or any copy thereof, to be seen 

15 or examined by any person; provided that for surcharge tax 

16 purposes only the lessor or tour vehicle operator, the lessor's 

17 or tour vehicle operator's authorized agent, or persons with a 

18 material interest in the return, return information, or report 

19 may examine them. Unless otherwise provided by law, persons 

20 with a material interest in the return, return information, or 

21 report shall include: 

22 	(1) Trustees; 

uuiiuiiiiiiuuiuuiniuimii 
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1 
	

(2) Partners; 

2 
	

(3) Persons named in a board resolution or a one per cent 

3 
	

shareholder in the case of a corporate return; 

	

4 	(4) The person authorized to act for a corporation in 

	

5 	 dissolution; 

	

6 	(5) The shareholder of an S corporation; 

(6) The personal representative, trustee, heir, or 

	

8 	 beneficiary of an estate or trust in the case of the 

	

9 	 estate's or decedent's return; 

	

10 	(7) The committee, trustee, or guardian of any person in 

11 	 paragraphs (1) [#e] through  (6) who is incompetent; 

	

i? 	(8) The trustee in bankruptcy or receiver, and the 

	

13 	 attorney-in-fact of any person in paragraphs (1) [tel 

	

14 	 through  (7); 

	

15 	(9) Persons duly authorized by the State in connection 

	

16 	 with their official duties; 

	

17 	(10) Any duly accredited tax official of the United States 

	

18 	 or of any state or territory; 

	

19 	(11) The Multistate Tax Commission or its authorized 

	

20 	 representative; and 

21 	(12) Members of a limited liability company. 

3B2779 CD]. LRB 14-2536.doc 
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1 Any violation of this subsection shall be a [misdcmcanor.] class 

2 C felony. Nothing in this subsection shall prohibit the 

3 publication of statistics [se] that are classified [as] to 

4 prevent the identification of particular reports or returns and 

5 the items of the reports or returns." 

6 	SECTION 8. Statutory material to be repealed is bracketed 

7 and stricken. New statutory material is underscored. 

8 	SECTION 9. This Act shall take effect upon its approval. 

24 
APPROVED this 	 day of 	JUN , 2014 

GOVERNOR OF THE STATE OF HAWAII 
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CONFERENCE COMMITTEE REP. NO. 

Honolulu, Hawaii 
APR 2 5 2014 

RE : S.B. No. 2779 
S.D. 1 
H.D. 1 
C.D. 1 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Honorable Joseph M. Souki 
Speaker, House of Representatives 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam and Sir: 

Your Committee on Conference on the disagreeing vote of the 
Senate to the amendments proposed by the House of Representatives in 
S.B. No. 2779, S.D. 1, H.D. 1, entitled: 

“A BILL FOR AN ACT RELATING TO FINANCIAL AUDIT OF THE STATE OF 
HAWAII BY THE LEGISLATIVE AUDITOR,” 

having met, and after full and free discussion, has agreed to 
recommend and does recommend to the respective Houses the final 
passage of this bill in an amended form. 

The purpose of this measure is to specifically authorize the 
Department of Taxation to release certain otherwise confidential 
information to the Office of the Auditor in order for the Auditor to 
conduct its Comprehensive Annual Financial Report of the State. 

This measure also requires the Auditor and the Auditor’s 
authorized agents to maintain the confidentiality of the disclosed 
information. 

Your Committee on Conference finds that section 23-5, Hawaii 
Revised Statutes, authorizes the Auditor to conduct audits of all 

SB2779 CD1 CCR LRB 14-2536.doc 
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departments, offices, and agencies of the State and its political 
subdivisions. Your Committee on Conference notes that concerns have 
been raised regarding the Department of Taxation's authority to 
disclose tax returns and other tax records on file with the 
Department of Taxation that the Auditor requires to conduct the 
Comprehensive Annual Financial Report of the State. Your Committee 
on Conference believes that this measure will provide the Department 
of Taxation with clear authority to disclose tax return information 
to the Office of the Auditor for the purposes of conducting the 
Comprehensive Annual Financial Report of the State, while ensuring 
that taxpayer information remains confidential. 

Your Committee on Conference has amended this measure by 
changing the effective date from July 1, 2030, to upon approval. 

As affirmed by the record of votes of the managers of your 
Committee on Conference that is attached to this report, your 
Committee on Conference is in accord with the intent and purpose of 
S. B. No. 2779, S. D. 1, H. D. 1, as amended herein, and recommends 
that it pass Final Reading in the form attached hereto as S.B. 
No. 2779, S . D .  1, H.D. 1, C.D. 1. 

Respectfully submitted on behalf 
of the managers: 

ON THE PART OF THE HOUSE 

SYLVIA LbKE, Chair 

SB2779 CD1 CCR LRB 14-2536.doc 
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Hawaii State Legislature 

Bill / Concurrent Resolution No.: 
SB 2779, SD 1, HD 1 

Record of Votes of a 
Conference Committee 

Date/Time: 
4124 14 2:mQM 

0 The recommendation of the Senate Manager(s) is to AGREE 
to the House amendments made to the Senate Measure 

.- 

0 The recommendation of the House Manager(s) is to AGREE 
to the Senate amendments made to the House Measure. 

The recommendation of the House and Senate managers is to pass with amendments (CD). 

Senate Managers 
IGE, David Y., Chr. 

CHUN OAKLAND, Suzanne 

KIDANI, Michelle N. 

KOUCHI, Ronald D. 

SLOM, Sam 

TOTAL 

I 0 The Committee is reconsidering its previous decision. 

A W R N E  House Managers q W R N E  
LUKE, Sylvia, Chr. J, 

J HASHEM, Mark J. J 

V', JOHANSON, Aaron Ling / 
1 NISHIMOTO, Scott Y. 

5 TOTAL 4 

Senate Recommendation is: a Adopted 0 Not Adopted 
House Recommendation is: 

@ Adopted 0 NotAdopted 

Senate Lead Chair's or De House Lead Chair's or Designee's Signature: 



STAND. COM. REP. NO. 15V1 -14

Honolulu, Hawaii

Ftprl( 4~2ol4
RE: S.B. No. 2779

S.D. 1
H.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committee on Finance, to which was referred S.B. No.
2779, S.D. 1, entitled:

“A BILL FOR AN ACT RELATING TO FINANCIAL AUDIT OF THE STATE
OF HAWAII BY THE LEGISLATIVE AUDITOR,”

begs leave to report as follows:

The purpose of this measure is to authorize the Department of
Taxation to release confidential tax return information to the
Office of the Auditor necessary for the Auditor to conduct its
annual certified financial audit of the State.

The Department of Accounting and General Services provided
testimony in support of this measure. The Office of the Auditor,
Department of Taxation, and Department of the Attorney General
provided comments.

Your Committee has amended this measure by:

(1) Specifying that the unlawful disclosure of certain
confidential tax return information by officers or
employees of the State, including the auditor or its
agents, shall be punishable as a class C felony;

(2) Changing its effective date to July 1, 2030, to
encourage further discussion; and

SB2779 HD1 HSCR FIN HMS 2014-3149
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(3) Making technical, nonsubstantive amendments for clarity,
consistency, and style.

As affirmed by the record of votes of the members of your
Committee on Finance that is attached to this report, your
Committee is in accord with the intent and purpose of S.B. No.
2779, S.D. 1, as amended herein, and recommends that it pass
Second Reading in the form attached hereto as S.B. No. 2779, S.D.
1, H.D. 1, and be placed on the calendar for Third Reading.

Respectfully submitted on
behalf of the members of the
Committee on Finance,

-~

SYLVIA LUKE, Chair

SB2779 HD1 HSCR FIN HMS 2014-3149



State of Hawaii
House of Representatives

The Twenty-seventh Legislature

Record of Votes of the Committee on Finance

4I’,CI2~ i~I14
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THE SENATE ~, ~ 2779
TWENTY-SEVENTH LEGISLATURE, 2014 IN S.D. 1
STATEOFHAWAII ‘ H.D.1

A BILL FOR AN ACT
RELATING TO FINANCIAL AUDIT OF THE STATE OF HAWAII BY THE

LEGISLATIVE AUDITOR.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

1 SECTION 1. The purpose of this Act is to specifically

2 authorize the department of taxation to release certain

3 otherwise confidential information to the auditor or the

4 auditor’s authorized agents, for the purpose of conducting the

5 annual certified financial audit pursuant to section 23-5,

6 Hawaii Revised Statutes. This measure also ensures that the

7 auditor and its authorized agents keep the disclosed information

8 confidential by increasing the class of offense for unlawful

9 disclosure from a misdemeanor to a class C felony.

10 SECTION 2. Section 23-5, Hawaii Revised Statutes, is

11 amended by amending subsection (a) to read as follows:

12 “(a) The auditor may examine and inspect all accounts,

13 books, records, files, papers, and documents and all financial

14 affairs of every department, office, agency, and political

15 subdivision[--]; provided that:

16 (1) Upon written request by the auditor, the department of

17 taxation shall provide to the auditor access to tax

SB2779 HD1 HMS 2014—3149
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1 returns but only to the extent necessary and relevant

2 to the scope of the comprehensive annual financial

3 report audit of the State; and

4 (2) Tax return information provided to the auditor by the

5 department of taxation pursuant to paragraph (1) shall

6 be considered working papers of the auditor pursuant

7 to section 23-9.5.”

8 SECTION 3. Section 231-18, Hawaii Revised Statutes, is

9 amended to read as follows:

10 “~231-18 [Fcderal or othcr tait officials] Tax and other

11 officials permitted to inspect returns; reciprocal provisions.

12 Notwithstanding the provisions of any law making it unlawful for

13 any person, officer, or employee of the State to make known

14 information imparted by any tax return or permit any tax return

15 to be seen or examined by any person, it shall be lawful to

16 [pcrmit]:

17 (1) Permit a duly accredited tax official of the United

18 States, any state or territory, any county of this

19 State, or the Multistate Tax Commission to inspect any

20 tax return of any taxpayer[, or to furnich];

21 (2) Furnish to an official, commission, or the authorized

22 representative thereof an abstract of the return or

SB2779 HD1 HIYIS 2014-3149
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1 supply the official, commission, or the authorized

2 representative thereof with information concerning any

3 item contained in the return or disclosed by the

4 report of any investigation of the return or of the

5 subject matter of the return for tax purposes only[--];

6 or

7 (3) Provide tax return information to the auditor pursuant

8 to section 23-5(a).

9 The Multistate Tax Commission may make the information available

10 to a duly accredited tax official of the United States, any

11 state or territory, or the authorized representative thereof,

12 for tax purposes only.”

13 SECTION 4. Section 235-116, Hawaii Revised Statutes, is

14 amended to read as follows:

15 “~235-116 Disclosure of returns unlawful; penalty. All

16 tax returns and return information required to be filed under

17 this chapter shall be confidential, including any copy of any

18 portion of a federal return [which] that may be attached to a

19 state tax return, or any information reflected in the copy of

20 [such] the federal return. It shall be unlawful for any person,

21 or any officer or employee of the State, including the auditor

22 or the auditor’s agent with regard to tax return information

SB2779 HD1 HMS 2014-3149
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1 obtained pursuant to section 23-5(a), to make known

2 intentionally information imparted by any income tax return or

3 estimate made under sections 235-92, 235-94, 235-95, and 235-97

4 or wilfully to permit any income tax return or estimate so made

5 or copy thereof to be seen or examined by any person other than

6 the taxpayer or the taxpayer’s authorized agent, persons duly

7 authorized by the State in connection with their official

8 duties, the Multistate Tax Commission or the authorized

9 representative thereof, except as otherwise provided by law[-r

10 and any]. Any offense against the foregoing provisions shall be

11 [punizhcd by a finc not cxcccding ~5OO or by impriDonmcnt not

12 cxcccding onc ycar, or both.] punishable as a class C felony.

13 SECTION 5. Section 237-34, Hawaii Revised Statutes, is

14 amended by amending subsection (b) to read as follows:

15 “(b) All tax returns and return information required to be

16 filed under this chapter, and the report of any investigation of

17 the return or of the subject matter of the return, shall be

18 confidential. It shall be unlawful for any person or any

19 officer or employee of the State, including the auditor or the

20 auditor’s agent with regard to tax return information obtained

21 pursuant to section 23-5(a), to intentionally make known

22 information imparted by any tax return or return information

SB2779 HD1 HMS 2014—3149
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1 filed pursuant to this chapter, or any report of any

2 investigation of the return or of the subject matter of the

3 return, or to wilfully permit any [such] return, return

4 information, or report so made, or any copy thereof, to be seen

5 or examined by any person; provided that for tax purposes only,

6 the taxpayer, the taxpayer’s authorized agent, or persons with a

7 material interest in the return, return information, or report

8 may examine them. Unless otherwise provided by law, persons

9 with a material interest in the return, return information, or

10 report shall include:

11 (1) Trustees;

12 (2) Partners;

13 (3) Persons named in a board resolution or a one per cent

14 shareholder in the case of a corporate return;

15 (4) The person authorized to act for a corporation in

16 dissolution;

17 (5) The shareholder of an S corporation;

18 (6) The personal representative, trustee, heir, or

19 beneficiary of an estate or trust in the case of the

20 estate’s or decedent’s return;

21 (7) The committee, trustee, or guardian of any person in

22 paragraphs (1) [-~e] through (6) who is incompetent;

SB2779 HD1 HMS 2014-3149
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1 (8) The trustee in bankruptcy or receiver, and the

2 attorney-in-fact of any person in paragraphs (1) [-~e]

3 through (7);

4 (9) Persons duly authorized by the State in connection

5 with their official duties;

6 (10) Any duly accredited tax official of the United States

7 or of any state or territory;

8 (11) The Multistate Tax Commission or its authorized

9 representative;

10 (12) Members of a limited liability company; and

11 (13) A person contractually obligated to pay the taxes

12 assessed against another when the latter person is

13 under audit by the department.

14 Any violation of this subsection shall be a [miødcmcanor.]

15 class C felony. TI

16 SECTION 6. Section 237D-13, Hawaii Revised Statutes, is

17 amended by amending subsection (a) to read as follows:

18 “(a) All tax returns and return information required to be

19 filed under this chapter, and the report of any investigation of

20 the return or of the subject matter of the return, shall be

21 confidential. It shall be unlawful for any person or any

22 officer or employee of the State, including the auditor or the

SB2779 HD1 HMS 2014-3149
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1 auditor’s agent with regard to tax return information obtained

2 pursuant to section 23-5(a), to intentionally make known

3 information imparted by any tax return or return information

4 filed pursuant to this chapter, or any report of any

5 investigation of the return or of the subject matter of the

6 return, or to wilfully permit any return, return information, or

7 report so made, or any copy thereof, to be seen or examined by

8 any person; provided that for tax purposes only the taxpayer,

9 the taxpayer’s authorized agent, or persons with a material

10 interest in the return, return information, or report may

11 examine them. Unless otherwise provided by law, persons with a

12 material interest in the return, return information, or report

13 shall include:

14 (1) Trustees;

15 (2) Partners;

16 (3) Persons named in a board resolution or a one per cent

17 shareholder in the case of a corporate return;

18 (4) The person authorized to act for a corporation in

19. dissolution;

20 (5) The shareholder of an S corporation;

SB2779 HD1 HMS 2014-3149
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1 (6) The personal representative, trustee, heir, or

2 beneficiary of an estate or trust in the case of the

3 estateTs or decedent’s return;

4 (7) The committee, trustee, or guardian of any person in

5 paragraphs (1) [-~ej through (6) who is incompetent;

6 (8) The trustee in bankruptcy or receiver, and the

7 attorney-in-fact of any person in paragraphs (1) [~e]

8 through (7);

9 (9) Persons duly authorized by the State in connection

10 with their official duties;

11 (10) Any duly accredited tax official of the United States,

12 or of any state or territory, or of any county of this

13 State;

14 (11) The Multistate Tax Commission or its authorized

15 representative; and.

16 (12) Members of a limited liability company.

17 Any violation of this subsection shall be a [mizdcmcanor.) class

18 C felony. Nothing in this subsection shall prohibit the

19 publication of statistics [~-e] that are classified [&&] to

20 prevent the identification of particular reports or returns and

21 the items of the reports or returns.”
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1 SECTION 7. Section 251-12, Hawaii Revised Statutes, is

2 amended by amending subsection (a) to read as follows:

3 (a) All tax returns and return information required to be

4 filed under this chapter, and the report of any investigation of

5 the return or of the subject matter of the return, shall be

6 confidential. It shall be unlawful for any person or any

7 officer or employee of the State, including the auditor or the

8 auditor’s agent with regard to tax return information obtained

9 pursuant to section 23-5(a), to intentionally make known

10 information imparted by any tax return or return information

11 filed pursuant to this chapter, or any report of any

12 investigation of the return or of the subject matter of the

13 return, or to wilfully permit any [Duch] tax return, return

14 information, or report so made, or any copy thereof, to be seen

15 or examined by any person; provided that for surcharge tax

16 purposes only the lessor or tour vehicle operator, the lessor’s

17 or tour vehicle operator’s authorized agent, or persons with a

18 material interest in the return, return information, or report

19 may examine them. Unless otherwise provided by law, persons

20 with a material interest in the return, return information, or

21 report shall include:

22 (1) Trustees;

SB2779 HD1 EMS 2014—3149
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1 (2) Partners;

2 (3) Persons named in a board resolution or a one per cent

3 shareholder in the case of a corporate return;

4 (4) The person authorized to act for a corporation in

5 dissolution;

6 (5) The shareholder of an S corporation;

7 (6) The personal representative, trustee, heir, or

8 beneficiary of an estate or trust in the case of the

9 estate’s or decedent’s return;

10 (7) The committee, trustee, or guardian of any person in

11 paragraphs (1) [~e] through (6) who is incompetent;

12 (8) The trustee in bankruptcy or receiver, and the

13 attorney-in-fact of any person in paragraphs (1) [~e]

14 through (7);

15 (9) Persons duly authorized by the State in connection

16 with their official duties;

17 (10) Any duly accredited tax official of the United States

18 or of any state or territory;

19 (11) The Multistate Tax Commission or its authorized

20 representative; and

21 (12) Members of a limited liability company.

SB2779 HD1 HMS 2014—3149
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1 Any violation of this subsection shall be a [mizdcmcanor.] class

2 C felony. Nothing in this subsection shall prohibit the

3 publication of statistics [~-e] that are classified [&s-] to

4 prevent the identification of particular reports or returns and

5 the items of the reports or returns.”

6 SECTION 8. Statutory material to be repealed is bracketed

7 and stricken. New statutory material is underscored.

8 SECTION 9. This Act shall take effect on July 1, 2030.
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Report Title:
Auditor; Access to Tax Information

Description:
Specifically authorizes the Auditor to access information in the
possession of the Department of Taxation for purposes of
conducting financial audits of the State of Hawaii. Requires
the Auditor to keep the information confidential. Specifies
that intentional and willful disclosure of confidential
information is punishable as a class C felony. (SB2779 HD1)

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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N0-2453fo STAND. COM. REP. 

Honolulu, Hawaii 

FEB 2 8 2014 
S.B. No. 2779 
S.D. 1 

RE : 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam: 

Your Committee on Ways and Means, to which was referred S.B. 
No. 2779 entitled: 

"A BILL FOR AN ACT RELATING TO FINANCIAL AUDIT OF THE STATE 
OF HAWAII BY THE LEGISLATIVE AUDITOR," 

begs leave to report as follows: 

The purpose and intent of this measure is to specifically 
authorize the Auditor to obtain tax return information necessary 
for conducting the Comprehensive Annual Financial Report audit of 
the State. 

This measure also requires the Auditor and the Auditor's 
authorized agents to maintain the confidentiality of tax return 
information obtained under this measure. 

The Department of Accounting and General Services, Department 
of Budget and Finance, and the Office of the Auditor testified in 
support of this measure. The Department of Taxation orally 
testified in support of the measure. The Department of the 
Attorney General and the Tax Foundation of Hawaii submitted 
comments. 

Your Committee finds section 23-5, Hawaii Revised Statutes, 
authorizes the Auditor to conduct audits of all departments, 
offices, and agencies of the State and its political subdivisions. 
However, questions have been raised regarding the Auditor's 
authority to review tax returns and other tax records on file with 
the Department of Taxation that the Auditor requires to conduct 

SB2779 SD1 SSCR LRB 14-0993-l.doc 
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STAND. COM. REP. NO. 
Page 2 

the Comprehensive Annual Financial Report audit of the State. 
This measure will provide the Auditor with clear authority to 
access relevant and necessary tax return information for financial 
audits of the State, while ensuring that taxpayer information will 
remain confidential. 

Your Committee has amended this measure by making technical 
nonsubstantive amendments for the purposes of clarity, 
consistency, and style. 

As affirmed by the record of votes of the members of your 
Committee on Ways and Means that is attached to this report, your 
Committee is in accord with the intent and purpose of S . B .  
No. 2779, as amended herein, and recommends that it pass Second 
Reading in the form attached hereto as S . B .  No. 2779, S.D. 1, and 
be placed on the calendar for Third Reading. 

Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 

SB2779 SD1 SSCR LRB 14-0993-1.doc 
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THE SENATE 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 2014 

2779 S.B. NO. s . D . ~  

A BILL FOR AN ACT 
RELATING TO FINANCIAL AUDIT OF THE STATE OF HAWAII BY THE 

LEGISLATIVE AUDITOR. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. The purpose of this Act is to specifically 

authorize the department of taxation to release certain 

otherwise confidential information to the auditor or the 

auditor's authorized agents, for the purpose of conducting the 

annual certified financial audit pursuant to section 23-5, 

Hawaii Revised Statutes, while also requiring the auditor and 

authorized agents to keep the information confidential. 
4 

SECTION 2. Section 23-5, Hawaii Revised Statutes, is 

amended by amending subsection (a) to read as follows: 

"(a) The auditor may examine and inspect all accounts, 

books ,  records, files, papers, and documents and all financial 

affairs of every dep~artment, office, agency, and political 

subdi~ision[~]; provided that: 

- (1) Upon written request by the auditor, the department of 

taxation shall Drovide to the auditor access to tax 

returns but only to the extent necessary and relevant 

SB2779 SD1 LRB 14-0993.doc 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

to the scope of the comprehensive annual financial 

report audit of the State; and 

Tax return information provided to the auditor by the 

department of taxation pursuant to paragraph (1) shall 

be considered working papers of the auditor pursuant 

to section 23-9.5." 

- (2) 

SECTION 3. Section 231-18, Hawaii Revised Statutes, is 

amended to read as follows: 

] Tax and o t h e r  "§231-18 [Fe$cr~ l  ~t- . .  

off ic ia ls  permitted t o  i n s p e c t  r e t u r n s ;  r e c i p r o c a l  p r o v i s i o n s .  

Notwithstanding the provisions of any law making it unlawful for 

any person, officer, or employee of the State to make known 

information imparted by any tax return or permit any tax return 

to be seen or examined by any person, it shall be lawful to 

cP-e=3-w I 

- (1) Permit a duly accredited tax official of the United 

States, any state or territory, any county of this 

State, or the Multistate Tax Commission to inspect any 

tax return of any taxpayer[, sr ts furzisk l i  

- (2) Furnish to an official, commission, or the authorized 

representative thereof an abstract of the return or 

supply the official, commission, or the authorized 

SB2779 SD1 LRB 14-0993.doc 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

representative thereof with information concerning any 

item contained in the return or disclosed by the 

report of any investigation of the return or of the 

subject matter of the return for tax purposes only[-;-]; - 

or - 

- (3) Provide tax return information to the auditor pursuant 

to section 23-5(a). 

The Multistate Tax Commission may make the information available 

to a duly accredited tax official of the United States, any 

state or territory, or the authorized representative thereof, 

for tax purposes only." 

SECTION 4. Section 235-116, Hawaii Revised Statutes, is 

amended to read as follows: 

"S235-116 Disclosure of returns unlawful; penalty. All 

tax returns and return information required to be filed under 

this chapter shall be confidential, including any copy of any 

portion of a federal return [+d&eh] that may be attached to a 

state tax return, or any information reflected in the copy of 

[&I - the federal return. It shall be unlawful for any person, 

or any officer or employee of the State, including the auditor 

or the auditor's agent with regard to tax return information 

obtained pursuant to section 23-5(a), to make known 

SB2779 SD1 LRB 14-0993.doc 
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1 intentionally information imparted by any income tax return or 

2 estimate made under sections 235-92, 235-94, 235-95, and 235-97 

3 or wilfully to permit any income tax return or estimate so made 

4 or copy thereof to be seen or examined by any person other than 

5 the taxpayer or the taxpayer's authorized agent, persons duly 

6 authorized by the State in connection with their official 

7 duties, the Multistate Tax Commission or the authorized 

8 representative thereof, except as provided by law, and any 

9 offense against the foregoing provisions shall be punished by a 

10 fine not exceeding $500 or by imprisonment not exceeding one 

11 year, or both." 

12 SECTION 5. Section 237-34, Hawaii Revised Statutes, is 

13 .amended by amending subsection (b) to read as follows: 

14 "(b) All tax returns and return information required to be 

15 filed under this chapter, and the report of any investigation of 

16 the return or of the subject matter of the return, shall be 

17 confidential. It shall be unlawful for any person or any 

18 officer or employee of the State, including the auditor or the 

19 auditor's agent with regard to tax return information obtained 

20 pursuant to section 23-5(a), to intentionally make known 

21 information imparted by any tax return or return information 

22 filed pursuant to this chapter, or any report of any 

SB2779 S D 1  LRB 14-0993.doc 



Page 5 2779 S.B. NO. s . D . ~  

1 investigation of the return or of the subject matter of the 

2 return, or to wilfully permit any [&I return, return 

3 information, or report so made, or any copy thereof, to be seen 

4 or examined by any person; provided that for tax purposes only, - 

5 the taxpayer, the taxpayer's authorized agent, or persons with a 

6 material interest in the return, return information, or report 

7 may examine them. Unless otherwise provided by law, persons 

8 with a material interest in the return, return information, or 

9 report shall include: 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

(1) Trustees; 

(2) Partners; 

(3) Persons named in a board resolution or a one per cent 

shareholder in - the case of a corporate return; 

(4) The person authorized to act for a corporation in 

dissolution; 

(5) The shareholder of an S corporation; 

(6) The personal representative, trustee, heir, or 

beneficiary of an estate or trust in - the case of the 

estate's or decedent's return; 

(7) The committee, trustee, or guardian of any person in 

paragraphs (1) [=&e] through (6) who is incompetent; 

SB2779 SD1 LRB 14-0993.doc 

, llllllllll1l11111111111111111111111111 lllllllllllll II11IIIIIllIlIllllIII1111 lllllllllll IlIllllilllllllllll1111111111111 



Page 6 2779 S.B. NO. s . D . ~  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

The trustee in bankruptcy or receiver, and the 

attorney-in-fact of any person in paragraphs (1) [&e] 

through (7); 

Persons duly authorized by the State in connection 

with their official duties; 

Any duly accredited tax official of the United States 

or of any state or territory; 

The Multistate Tax Commission or its authorized 

representative; 

Members of a limited liability company; and 

A person contractually obligated to pay the taxes 

assessed against another when the latter person is 

under audit by the department. 

violation of this subsection shall be a misdemeanor." 

SECTION 6. Section 237D-13, Hawaii Revised Statutes, is 

amended by amending subsection (a) to read as .follows: 

"(a) All tax returns and return information required to be 

filed under this chapter, and the report of any investigation of 

the return or of the subject matter of the return, shall be 

confidential. It shall be unlawful for any person or any 

officer or employee of the State, including the auditor or the 

auditor's agent with regard to tax return information obtained 

SB2779 SD1 LRB 14-0993.doc 
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pursuant to section 23-5(a), to intentionally make known 

information imparted by any tax return or return information 

filed pursuant to this chapter, or any report of any 

investigation of the return or of the subject matter of the 

return, or to wilfully permit any return, return information, or 

report so made, or any copy thereof, to be seen or examined by 

any person; provided that for tax purposes only the taxpayer, 

the taxpayer's authorized agent, or persons with a material 

interest in the return, return information, or report may 

examine them. Unless otherwise provided by law, persons with a 
/ 

material interest in the return, return information, or report 

shall include: 

Trustees; 

Partners; 

Persons named in a board resolution or a one per cent 

shareholder in - the case of a corporate return; 

The person authorized to act for a corporation 

dissolution; 

The shareholder of an S corporation; 

The personal representative, trustee, heir, or 

in 

beneficiary of an estate or trust in - the case of the 

estate's or decedent's return; 
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The committee, trustee, or guardian of any person in 

paragraphs (1) [%e] through (6) who is incompetent; 

The trustee in bankruptcy or receiver, and the 

attorney-in-fact of any person in paragraphs (1) [&e] 

through (7); 

Persons duly authorized by the State in connection 

with their official duties; 

Any duly accredited tax official of the United States, 

or of any state or territory, or of any county of this 

State; 

The Multistate Tax Commission or its authorized 

representative; and 

Members of a limited liability company. 

Any violation of this subsection shall be a misdemeanor. 

Nothing in this subsection shall prohibit the publication of 

statistics [fe] that are classified [ M I  to prevent the 

identification of particular reports or returns and the items of 

the reports or returns." 

SECTION 7. Section 251-12, Hawaii Revised Statutes, is 

amended by amending subsection (a) to read as follows: 

"(a) All tax returns and return information required to be 

filed under this chapter, and the report of any investigation of 

SB2779 S D 1  LRB 14-0993.doc 
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the return or of the subject matter of the return, shall be 

confidential. It shall be unlawful for any person or any 

officer or employee of the State, including the auditor or the 

auditor's aaent with reaard to tax return infolrmation obtained 

pursuant to section 23-5(a), to intentionally make known 

information imparted by any tax return or return information 

filed pursuant to this chapter, or any report of any 

investigation of the return or of the subject matter of the 

return, or to wilfully permit any [s-s-eh] tax return, return 

information, or report so made, or any copy thereof, to be seen 

or examined by any person; provided that for surcharge tax 

purposes only the lessor or tour vehicle operator, the lessor's 

or tour vehicle operator's authorized agent, or persons with a 

material interest in the return, return information, or report 

may examine them. Unless otherwise provided by law, persons 

with a material interest in the return, return information, or 

report shall include: 

(1) Trustees; 

(2) Partners; 

(3) Persons named in a board resolution or a one per cent 

shareholder in - the case of a corporate return; 

SB2779 SD1 LRB 14-0993.doc 
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The person authorized to act for a corporation in 

dissolution; 

The shareholder of an S corporation; 

The personal representative, trustee, heir, or 

beneficiary of an estate or trust in - the case of the 

estate's or decedent's return; 

The committee, trustee, or guardian of any person in 

paragraphs (1) [&e] through (6) who is incompetent; 

The trustee in bankruptcy or receiver, and the 

attorney-in-fact of any person in paragraphs (1) [ke] 

through (7); 

Persons duly authorized by the State in connection 

with their official duties; 

Any duly accredited tax official of the United States 

or of any state or territory; 

The Multistate Tax Commission or its authorized 

representative; and 

Members of a limited liability company. 

Any violation of this subsection shall be a misdemeanor. 

Nothing in this subsection shall prohibit the publication of 

statistics [fe] that are classified [as] to prevent the 

SB2779 SD1 LRB 14-0993.doc 
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1 i d e n t i f i c a t i o n  of  p a r t i c u l a r  r e p o r t s  o r  r e t u r n s  and t h e  i t e m s  of 

2 t h e  r e p o r t s  o r  r e t u r n s . "  

3 SECTION 8 .  S t a t u t o r y  m a t e r i a l  t o  be r epea led  i s  b r a c k e t e d  

4 and s t r i c k e n .  N e w  s t a t u t o r y  mater ia l  i s  underscored.  

5 SECTION 9 .  Th i s  A c t  s h a l l  t a k e  e f f e c t  upon i t s  approva l .  
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R e p o r t  T i t l e  : 
Auditor; Access to Tax Information 

D e s c r i p t i o n  : 
Specifically authorizes the Auditor to access information in the 
possession of the Department of Taxation for purposes of 
conducting financial audits of the State of Hawaii;while also 
requiring the Auditor to keep the information confidential. 
(SD1) 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 

SB2779 SD1 LRB 14-0993.doc 



S .B. NO. 27q4 
JAN 2 3 2014 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

A BILL FOR AN ACT 
RELATING TO FINANCIAL AUDIT OF THE STATE OF HAWAII BY THE 

LEGISLATIVE AUDITOR. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. The purpose of this bill is to specifically 

authorize the department of taxation to release certain 

otherwise confidential information to the legislative auditor or 

the legislative auditor's authorized agents, for the purpose of 

conducting the annual certified financial audit pursuant to 

section 23-5, Hawaii Revised Statutes, while also requiring the 

legislative auditor and its authorized agents to keep the 

information confidential. 

SECTION 2. Section 23-5, Hawaii Revised Statutes, is 

amended by amending section (a) to read as follows: 

"(a) The auditor may examine and inspect all accounts, 

books, records, files, papers, and documents and all financial 

affairs of every department, office, agency, and political 

subdivision[~I, including tax return information of the 

department of taxation, solely with respect to the audit of the 

comprehensive annual financial report of the State of Hawaii. 

AGS-06 (14) 
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Upon written request by the auditor, the department of taxation 

shall provide to the auditor access to tax returns and the 

accounts, books, records, files, papers, documents, and 

financial affairs of the department of taxation but only to the 

extent necessary and relevant to the scope of annual financial 

audit of the State. Return information provided to the auditor 

by the department of taxation shall be considered working papers 
d 

of the auditor Dursuant to section 23-9.5." 

SECTION 3. Section 231-18, Hawaii Revised Statutes, is 

amended to read as follows: 

1 Tax and other . .  "5231-18 [%Ez!. cz ~ t k ~  ~ Z X  C ~ ~ Z C Z Z ! . ~  

officials permitted to inspect returns; reciprocal provisions. 

Notwithstanding the provisions of any law making it unlawful for 

any person, officer, or employee of the State to make known 

information imparted by any tax return or permit any tax return 

to be seen or examined by any person, it shall be lawful to 

permit a duly accredited tax official of the United States, any 

state or territory, any county of this State, [e] the 

Multistate Tax Commission to inspect any tax return of any 

taxpayer, or to furnish to an official, commission, or the 

authorized representative thereof an abstract of the return or 

supply the official, commission, or the authorized 

representative thereof with information concerning any item 

AGS-06 (14) 
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1 ' contained in the return or disclosed by the report of any 

2 investigation of the return or of the subject matter of the 

3 return for tax purposes only[~l , or, in the case of the 

4 legislative auditor, only in connection with performing a 

5 financial audit of the State, but only to the extent necessary 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

and relevant to the scope of the financial audit. The 

Multistate Tax Commission may make the information available to 

a duly accredited tax official of the United States, any state 

or territory, or the authorized representative thereof, for tax 

purposes only. I' 

SECTION 4. Section 235-116, Hawaii Revised Statutes, is 

amended to read as follows: 

"1235-116 Disclosure of returns unlawful; penalty. All 

tax returns and return information required to be filed under 

this chapter shall be confidential, including any copy of any 

portion of a federal return [&&&31 that may be attached to a 

state tax return, or any information reflected in the copy of 

[&I ~ the federal return. It shall be unlawful for any person, 

or any officer or employee of the State, including the 

legislative auditor or the legislative auditor's agent in 

connection with a financial audit of the State Dursuant to 

22 section 23-5, to make known intentionally information imparted 

23 by any income tax return or estimate made under sections 235-92, 

AGS-06 (14) 
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235-94, 235-95, and 235-97 or willfully to permit any income tax 

return or estimate so made or copy thereof to be seen or 

examined by any person other than the taxpayer or the taxpayer's 

authorized agent, persons duly authorized by the State in 

connection with their official duties, the Multistate Tax 

Commission or the authorized representative thereof, except as 

provided by law, and any offense against the foregoing 

provisions shall be punished by a fine not exceeding $500 or by 

imprisonment not exceeding one year, or both." 

SECTION 5. Section 237-34, Hawaii Revised Statutes, is 

amended by amending subsection (b) to read as follows: 

"(b) All tax returns and return information required to be 

filed under this chapter, and the report of any investigation of 

the return or of the subject matter of the return, shall be 

confidential. It shall be unlawful for any person or any 

officer or employee of the State, including the legislative 

auditor or the legislative auditor's agent conducting a 

18 financial audit of the State pursuant to section 23-5, to 

19 intentionally make known information imparted by any tax return 

20 or return information filed pursuant to this chapter, or any 

21 report of any investigation of the return or of the subject 

22 matter of the return, or to willfully permit any [&I return, 

23 return information, or report so made, or any copy thereof, to 

AGS-06 (14) 
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Page 5 S - .B. NO. 2.779 
be seen or examined by any person; provided that for tax 

purposes only, the taxpayer, the taxpayer's authorized agent, or 

persons with a material interest in the return, return 

information, or report may examine them. Unless otherwise 

provided by law, persons with a material interest in the return, 

return information, or report shall include: 

Trustees ; 

Partners ; 

Persons named in a board resolution or a one per cent 

shareholder in - the case of a corporate return; 

The person authorized to act for a corporation in 

dissolution; 

The shareholder of an S corporation; 

The personal representative, trustee, heir, or 

beneficiary of an estate or trust in the case of the - 

estate's or decedent's return; 

The committee, trustee, or guardian of any person in 

paragraphs (1) [*I through ( 6 )  who is incompetent; 

The trustee in bankruptcy or receiver, and the 

attorney-in-fact of any person in paragraphs (1) [ke] 

through (7); 

Persons duly authorized by the State in connection 

with their official duties; 

AGS-06 (14) 
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Any duly accredited tax official of the United States 

or of any state or territory; 

The Multistate Tax Commission or its authorized 

representative; 

Members of a limited liability company; and 

A person contractually obligated to pay the taxes 

assessed against another when the latter person is 

under audit by the department. 

Any violation of this subsection shall be a misdemeanor." 

SECTION 6. Section 237D-13, Hawaii Revised Statutes, is 

amended by amended subsection (a) to read as follows: 

'!(a) All tax returns and return information required to be 

filed under this chapter, and the report of any investigation of 

the return or of the subject matter of the return, shall be 

confidential. It shall be unlawful for any person or any 

officer or employee of the State, including the legislative 

auditor or the legislative auditor's agent conducting a 

financial audit of the State pursuant to section 23-5, to 

intentionally make known information imparted by any tax return 

or return information filed pursuant to this chapter, or any 

report of any investigation of the return or of the subject 

matter of the return, or to willfully permit any return, return 

information, or report so made, or any copy thereof, to be seen 

AGS-06 (14) 
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or examined by any person; provided that for tax purposes only 

the taxpayer, the taxpayer's authorized agent, or persons with a 

material interest in the return, return information, or report 

may examine them. Unless otherwise provided by law, persons 

with a material interest in the return, return information, or 

report shall include: 

Trustees ; 

Partners ; 

Persons named in a board resolution or a one per cent 

shareholder in - the case of a corporate return; 

The person authorized to act for a corporation in 

dissolution; 

The shareholder of an S corporation; 

The personal representative, trustee, heir, or 

beneficiary or an estate or trust in the case of the 

estate's or decedent's return; 

The committee, trustee, or guardian of any person in 

paragraphs (1) [&I through ( 6 )  who is incompetent; 

The trustee in bankruptcy or receiver, and the 

attorney-in-fact of any person in paragraphs (1) [&e] 

through (7) ; 

Persons duly authorized by the State in connection 

with their official duties; 

- 

AGS-06 (14) 
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Page 8 S .B. NO. 2778 
Any duly accredited tax official of the United States 

or of any state or territory, or of any county of 

this State; 

The Multistate Tax Commission or its authorized 

representative; and 

Members of a limited liability company. 

Any violation of this subsection shall be a misdemeanor. 

Nothing in this subsection shall prohibit the publication of 

statistics [ s e l  that are classified [MI to prevent'the 

identification of particular reports or returns and the items of 

the reports or returns." 

SECTION 7. Section 251-12, Hawaii Revised Statutes, is 

amended by amending subsection (a) to read as follows: 

"(a) All tax returns and return information required to be 

filed under this chapter, and the report of any investigation of 

the return or of the subject matter of the return, shall be 

confidential. It shall be unlawful for any person or any 

officer or employee of the State, including the legislative 

auditor or the legislative auditor's agent conducting a 

financial audit of the State pursuant to section 23-5, to 

intentionally make known information imparted by any tax return 

or return information filed pursuant to this chapter, or any 

report of any investigation of the return or of the subject 

AGS-06 (14) 
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matter of the return, or to willfully permit any [ e e e h l  tax 

return, return information, or report so made, or any copy 

thereof, to be seen or examined by any person; provided that for 

surcharge tax purposes only the lessor or tour vehicle operator, 

the lessor's or tour vehicle operator's authorized agent, or 

persons with a material interest in the return, return 

information, or report may examine them. Unless otherwise 

provided by law, persons with a material interest in the return, 

return information, or report shall include: 

Trustees ; 

Partners ; 

Persons named in a board resolution or a one per cent 

shareholder in - the case of a corporate return; 

The person authorized to act for a corporation in 

dissolution; 

The shareholder of an S corporation; 

The personal representative, trustee, heir, or 

beneficiary of an estate or trust in - the case of 

the estate's or decedent's return; 

The committee, trustee, or guardian of any person in 

paragraphs (1) [-I through ( 6 )  who is incompetent; 

The trustee in bankruptcy or receiver, and the 

attorney-in-fact of any person in paragraphs (1) [-I 

AGS-06 (14) 
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Page 10 S .B. NO. 2-9 
through (7); 

( 9 )  Persons duly authorized by the State in connection 

with their official duties; 

(10) Any duly accredited tax official of the United States 

or of any state or territory; 

(11) The Multistate Tax Commission or its authorized 

representative; and 

(12) Members of a limited liability company. 

Any violation of this subsection shall be a misdemeanor. 

Nothing in this subsection shall prohibit the publication of 

statistics [ s e l  that are classified - so as to prevent the 

identification of particular reports or returns and the items of 

the reports or returns." 

SECTION 8. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

SECTION 9. This Act shall take effect upon its approval. 

INTRODUCED BY: c % - L  ;y'., 
BY REQUEST 

20 

AGS-06 (14) 



Report T i t l e :  
Legislative Auditor; Access to Tax Information 

Description: 
Specifically authorizes the Legislative Auditor to access 
information in the possession of the Department of Taxation for 
purposes of conducting financial audits of the State of Hawaii, 
while also requiring the Legislative Auditor to keep the 
information confidential. 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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JUSTIFICATION SHEET 

DEPARTMENT: 

TITLE : 

PURPOSE : 

MEANS : 

Accounting and General Services. 

A BILL FOR AN ACT RELATING TO FINANCIAL 
AUDIT OF THE STATE OF HAWAII BY THE 
LEGISLATIVE AUDITOR. 

To specifically authorize the Legislative 
Auditor to access from the Department of 
Taxation certain otherwise confidential 
taxpayer information for the purpose of 
conducting the Comprehensive Annual 
Financial Report (CAFR) audit of the State 
of Hawaii where such confidential 
information is relevant and necessary to 
conduct the audit, while also requiring the 
Legislative Auditor and its authorized 
agents to keep that information 
confidential. 

Amend sections 23-5(a), 231-18, 235-116, 
237-34 (b) , 237D-13 (a) , and 251-12 (a) , Hawaii 
Revised Statutes. 

JUSTIFICATION: The Legislative Auditor has authority to 
conduct audits of all departments, offices, 
and agencies of the State and its political 
subdivisions. However, questions have been 
raised by the Department of Taxation 
regarding the Legislative Auditor's 
authority and ability to review tax returns 
and other records on file with the 
Department of Taxation in connection with 
the annual financial audit of the State 
of Hawaii, which has hindered the ability 
of the Legislative Auditor's office to 
conduct and timely complete financial audits 
of the State of Hawaii 

Impact on the public: Allowing the 
Legislative Auditor access to relevant and 
necessary confidential documents it needs to 
complete a financial audit of the State of 

AGS-06 (14) 
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Hawaii will benefit the public, as timely 
completion can positively affect the ability 
of the State to issue general obligation 
bonds to fund capital improvement projects 
that benefit the public. In addition, this 
legislation assures taxpayers that their 
taxpayer information will remain 
confidential and are thoroughly protected 
from intentional and inadvertent disclosure. 

Impact on the department and other agencies: 
The department of taxation will need to make 
records available and the Legislative 
Auditor and its agents will need to keep 
these records confidential. 

GENERAL FUND: None. 

OTHER FUNDS: None. 

PPBS PROGRAM 
DESIGNATION: None 

OTHER AFFECTED 
AGENCIES : Department of Taxation and Legislative 

Auditor. 

EFFECTIVE DATE : Upon approval. 

AGS-06 (14) 



       

Measure Title: RELATING TO FINANCIAL AUDIT OF THE STATE OF HAWAII BY THE LEGISLATIVE
AUDITOR.

Report Title: Auditor; Access to Tax Information

Description:

Specifically authorizes the Auditor to access information in the possession of the
Department of Taxation for purposes of conducting financial audits of the State of Hawaii.
Requires the Auditor to keep the information confidential. Specifies that intentional and
willful disclosure of confidential information is punishable as a class C felony. (CD1)

Companion:  HB2230

Package: Governor

Current Referral: FIN

Introducer(s): KIM (Introduced by request of another party)

Sort by
Date  Status Text

1/23/2014 S Introduced.

1/23/2014 S Passed First Reading.

1/23/2014 S Referred to WAM.

1/24/2014 S The committee(s) on WAM has scheduled a public hearing on 01-30-14 9:00AM in
conference room 211.

1/30/2014 S The committee(s) on WAM deferred the measure until 02-05-14 10:00AM in conference
room 211.

2/5/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 12 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen, Tokuda,
Slom; Aye(s) with reservations: none ; 0 No(es): none; and 1 Excused: Senator(s) Dela
Cruz.

2/28/2014 S Reported from WAM (Stand. Com. Rep. No. 2536) with recommendation of passage on
Second Reading, as amended (SD 1) and placement on the calendar for Third Reading.

2/28/2014 S Report adopted; Passed Second Reading, as amended (SD 1).

2/28/2014 S 48 Hrs. Notice 03-04-14.

3/4/2014 S Passed Third Reading, as amended (SD 1). Ayes, 23; Aye(s) with reservations: none .
Noes, 0 (none). Excused, 2 (Hee, Shimabukuro). Transmitted to House.

3/4/2014 H Received from Senate (Sen. Com. No. 289) in amended form (SD 1).

3/6/2014 H Pass First Reading

3/6/2014 H Referred to FIN, referral sheet 28

4/3/2014 H Bill scheduled to be heard by FIN on Thursday, 04-03-14 2:05PM in House conference
room 308.

4/3/2014 H

The committees on FIN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 12 Ayes: Representative(s) Luke, Nishimoto, Johanson,
Hashem, Ing, Kobayashi, Lowen, Morikawa, Onishi, Fukumoto; Ayes with reservations:
Representative(s) Cullen, Yamashita; 3 Noes: Representative(s) Jordan, Takayama,
Tokioka; and 2 Excused: Representative(s) Woodson, Ward.

4/4/2014 H Reported from FIN (Stand. Com. Rep. No. 1517-14) as amended in HD 1, recommending
passage on Second Reading and placement on the calendar for Third Reading.

4/4/2014 H

Passed Second Reading as amended in HD 1; placed on the calendar for Third Reading
with Representative(s) McKelvey voting aye with reservations; Representative(s) Choy,
Fale, Hanohano, Har, Ichiyama, Jordan, Oshiro, Say, Takayama, Tokioka, Yamashita
voting no (11) and Representative(s) Cachola, Carroll, Woodson excused (3).

Measure Status http://capitol.hawaii.gov/measure_indiv.aspx?billtype=SB&billnumber=...

1 of 2 9/8/2014 11:33 AM
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EXECUTIVE CHAMBERS 
HONOLULU 

NEIL ABERCROMBIE 
GOVERNOR 

June 24, 2014 

	GOV. MSG. NO. 12I6 

The Honorable Donna Mercado Kim, 
President 
and Members of the Senate 

Twenty-Seventh State Legislature 
State Capitol, Room 409 
Honolulu, Hawaii 96813 

The Honorable Joseph M. Souki, 
Speaker and Members of the 
House of Representatives 

Twenty-Seventh State Legislature 
State Capitol, Room 431 
Honolulu, Hawaii 96813 

Dear President Kim, Speaker Souki, and Members of the Legislature: 

This is to inform you that on June 24, 2014, the following bill was signed into law: 

HB1772 HD1 SD1 CD1 RELATING TO THE GENERAL EXCISE TAX 
ACT 143 (14) 

Ceet 

NEIL ABERCROMBIE 
Governor, State of Hawaii 



Approved by the Governor 

on 	JUN 2 4 2014  
HOUSE OF REPRESENTATIVES 
TWENTY-SEVENTH LEGISLATURE, 2014 

• STATE OF HAWAII 

ACT 1 43  
H.B. NO 

1772 
HD. 1 
S.D. 1 
ca 1 

A BILL FOR AN ACT 
RELATING TO THE GENERAL EXCISE TAX. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

	

1 	SECTION 1. The legislature finds that pursuant to the 

2 authority granted by Congress under title 38 United States Code 

3 section 8153, the United States Department of Veterans Affairs 

4 (VA) established a new initiative in September 2013 titled 

5 Patient-Centered Community Care. Under this program, VA medical 

6 centers will have the ability to purchase non-VA medical care 

7 for veterans through contracted medical providers when they 

8 cannot readily provide the needed care due to geographic 

9 inaccessibility or limited capacity. 

	

10 	The legislature further finds that the Patient-Centered 

11 Community Care program will augment the health care services 

12 provided at VA medical center facilities and under the VA fee 

13 basis program. It will provide a vehicle for VA medical centers 

14 to work with local health care service providers to give 

15 expanded access to health care to 8.6 million veterans of the 

16 United States uniformed services, including one hundred twelve 

17 thousand who reside in Hawaii. 

HB1772 01 HMS 2014-3404 
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H.B. NO. 
1772 
H.D. 1 
S.D. 1 
C.D. 1 

	

1 	The purpose and mission of the Patient-Centered Community 

2 Care program is to ensure access to high-quality, low-cost 

3 health care services for veterans, which is crucial to ensuring 

4 military readiness, national defense, and the health and welfare 

5 of the residents of the State. The program will also help 

6 provide VA medical centers with standardized health care quality 

7 metrics, timely return of medical documentation, cost avoidance 

8 with fixed rates for services across the board, guaranteed 

9 access to care, and enhanced tracking and reporting of non-VA 

10 medical care expenditures over traditional non-VA medical care 

11 services. 

	

12 	The VA contractors will establish and maintain regional 

13 networks of health care providers in various regions of the 

14 United States by spring of 2014. On behalf of the VA, the 

15 contractor will make advances to health care providers, 

16 including doctors, hospitals, and other providers, for costs of 

17 health care services provided to veterans under the Patient- 

18 Centered Community Care program. Using the medicare payment 

19 schedule established by the Centers for Medicare and Medicaid 

20 Services, the VA will reimburse the contractor for the costs or 

21 advancements made to third party health care providers. 

1131772 CD1 HMS 2014-3404 

111111111•11111=11 



Page3 H.B. NO 1772 
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S.D. 1 
C.D. 1 

1 	The legislature understands that some uncertainty may exist 

2 about whether the amounts received by a contractor of the 

3 Patient-Centered Community Care program for the costs or 

4 advancements to third party health care providers, on behalf of 

5 the federal government, are subject to the state general excise 

6 tax. The legislature finds that, to avoid increasing the costs 

7 of health care services delivered through the Patient -Centered 

8 Community Care program and any adverse consequences to veterans 

9 from the increased costs, it is desirable to clarify that the 

10 amounts received by a contractor of the Patient-Centered 

11 Community Care program are not subject to the state general 

12 excise tax. 

13 	The purpose of this Act is to clarify that the amounts 

14 received by a contractor of the Patient-Centered Community Care 

15 program for the costs or advancements to third party health care 

16 providers, pursuant to a contract with the United States 

17 Department of Veterans Affairs for the administration of the 

18 Patient-Centered Community Care program, are excluded from the 

19 state general excise tax. 

20 	SECTION 2. Section 237 - 24, Hawaii Revised Statutes, is 

21 amended to read as follows: 
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C.D. 1 

	

1 	"5237-24 Amounts not taxable. This chapter shall not 

apply to the following amounts: 

	

3 	(1) Amounts received under life insurance policies and 

	

4 	 contracts paid by reason of the death of the insured; 

	

5 	(2) Amounts received (other than amounts paid by reason of 

	

6 	 death of the insured) under life insurance, endowment, 

	

7 	 or annuity contracts, either during the term or at 

	

8 	 maturity or upon surrender of the contract; 

	

9 	(3) Amounts received under any accident insurance or 

	

10 	 health insurance policy or contract or under workers' 

	

11 	 compensation acts or employers' liability acts, as 

	

12 	 compensation for personal injuries, death, or 

	

13 	 sickness, including also the amount of any damages or 

	

14 	 other compensation received, whether as a result of 

	

15 	 action or by private agreement between the parties on 

	

16 	 account of the personal injuries, death, or sickness; 

	

17 	(4) The value of all property of every kind and sort 

	

18 	 acquired by gift, bequest, or devise, and the value of 

	

19 	 all property acquired by descent or inheritance; 

	

20 	(5) Amounts received by any person as compensatory damages 

	

21 	 for any tort injury to the person, or to the person's 

	

22 	 character reputation, or received as compensatory 

HB1772 CD1 HMS 2014-3404 

111M11111111111111111111 



Page5 H.B. NO 1772 
H.D. 1 

• S.D. 1 
C.D. 1 

	

1 	 damages for any tort injury to or destruction of 

	

2 	 property, whether as the result of action or by 

	

3 	 private agreement between the parties (provided that 

	

4 	 amounts received as punitive damages for tort injury 

	

5 	 or breach of contract injury shall be included in 

	

6 	 gross income); 

	

7 	(6) Amounts received as salaries or wages for services 

	

8 	 rendered by an employee to an employer; 

	

9 	(7) Amounts received as alimony and other similar payments 

	

10 	 and settlements; 

	

11 	(8) Amounts collected by distributors as fuel taxes on 

	

12 	 "liquid fuel" imposed by chapter 243, and the amounts 

	

13 	 collected by such distributors as a fuel tax imposed 

	

14 	 by any Act of the Congress of the United States; 

	

15 	(9) Taxes on liquor imposed by chapter 244D on dealers 

	

16 	 holding permits under that chapter; 

	

17 	(10) The amounts of taxes on cigarettes and tobacco 

	

18 	 products imposed by chapter 245 on wholesalers or 

	

19 	 dealers holding licenses under that chapter and 

	

20 	 selling the products at wholesale; 
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1 	(11) Federal excise taxes imposed on articles sold at 

2 	 retail and collected from the purchasers thereof and 

	

3 	 paid to the federal government by the retailer; 

	

4 	(12) The amounts of federal taxes under chapter 37 of the 

	

5 	 Internal Revenue Code, or similar federal taxes, 

	

6 	 imposed on sugar manufactured in the State, paid by 

	

7 	 the manufacturer to the federal government; 

	

8 	(13) An amount up to, but not in excess of, $2,000 a year 

	

9 	 of gross income received by any blind, deaf, or 

	

10 	 totally disabled person engaging, or continuing, in 

	

11 	 any business, trade, activity, occupation, or calling 

	

12 	 within the State; a corporation all of whose 

	

13 	 outstanding shares are owned by an individual or 

	

14 	 individuals who are blind, deaf, or totally disabled; 

	

15 	 a general, limited, or limited liability partnership, 

	

16 	 all of whose partners are blind, deaf, or totally 

	

17 	 disabled; or a limited liability company, all of whose 

	

18 	 members are blind, deaf, or totally disabled; 

	

19 	(14) Amounts received by a producer of sugarcane from the 

	

20 	 manufacturer to whom the producer sells the sugarcane, 

	

21 	 where: 

H31772 0D1 HMS 2014-3404 

IMIMI MEM 



Page7 H.B. NO 1772 
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C.D. 1 

	

1 	 (A) The producer is an independent cane farmer, so 

2 	 classed by the Secretary of Agriculture under the 

	

3 	 Sugar Act of 1948 (61 Stat. 922, Chapter 519) as 

	

4 	 the Act may be amended or supplemented; 

	

5 	 (B) The value or gross proceeds of the sale of the 

	

6 	 sugar, and other products manufactured from the 

	

7 	 sugarcane, are included in the measure of the tax 

	

8 	 levied on the manufacturer under section 237- 

	

9 	 13(1) or (2); 

	

10 	 (C) The producer's gross proceeds of sales are 

	

11 	 dependent upon the actual value of the products 

	

12 	 manufactured therefrom or the average value of 

	

13 	 all similar products manufactured by the 

	

14 	 manufacturer; and 

	

15 	 (D) The producer's gross proceeds of sales are 

	

16 	 reduced by reason of the tax on the value or sale 

	

17 	 of the manufactured products; 

	

18 	(15) Money paid by the State or eleemosynary child-placing 

	

19 	 organizations to foster parents for their care of 

	

20 	 children in foster homes; 

	

21 	(16) Amounts received by a cooperative housing corporation 

	

22 	 from its shareholders in reimbursement of funds paid 

HB1772 CD1 HMS 2014-3404 

111111t1111111111111111111 



Page 8 H.B. NO 1772 
H.D. 1 

C.D. 1 

	

1 	 by the corporation for lease rental, real property 

2 	 taxes, and other expenses of operating and maintaining 

	

3 	 the cooperative land and improvements; provided that 

	

4 	 the cooperative corporation is a corporation: 

	

5 	 (A) Having one and only one class of stock 

	

6 	 outstanding; 

	

7 	 (B) Each of the stockholders of which is entitled 

	

8 	 solely by reason of the stockholder's ownership 

	

9 	 of stock in the corporation, to occupy for 

	

10 	 dwelling purposes a house, or an apartment in a 

	

11 	 building owned or leased by the corporation; and 

	

12 	 (C) No stockholder of which is entitled (either 

	

13 	 conditionally or unconditionally) to receive any 

	

14 	 distribution not out of earnings and profits of 

	

15 	 the corporation except in a complete or partial 

	

16 	 liquidation of the corporation; [and] 

	

17 	(17) Amounts received by a managed care support contractor 

	

18 	 of the TEICARE program that is established under title 

	

19 	 10 United States Code chapter 55, as amended, for the 

	

20 	 actual cost or advancement to third party health care 

	

21 	 providers pursuant to a contract with the United 

	

22 	 States [-r-]; and  

1131772 CD1 HMS 2014-3404 

111111111111111.111111111 



Page 9 H.B. NO 
1772 
H.D. 1 
S.D. 1 

1 	(18) Amounts received by a contractor of the Patient- 

2 	 Centered Community Care program that is established by 

3 	 the United States Department of Veterans Affairs  

4 	 pursuant to title 38 United States Code section 8153,  

5 	 as amended, for the actual costs or advancements to  

6 	 third party health care providers pursuant to a  

7 	 contract with the United States." 

8 	SECTION 3. Statutory material to be repealed is bracketed 

9 and stricken. New statutory material is underscored. 

10 	SECTION 4. This Act shall take effect on July 1, 2014; 

11 provided that the amendments made to section 237-24, Hawaii 

12 Revised Statutes, by section 2 of this Act shall not be repealed 

13 when that section is reenacted on December 31, 2018, pursuant to 

14 section 4 of Act 70, Session Laws of Hawaii 2009, as amended by 

15 section 2 of Act 164, Session Laws of Hawaii 2013. 

APPROVED this 2 4  day of 	JUN 	, 2014 

GOVERNO OF THE STATE OF HAWAII 
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CONFERENCE COMMITTEE REP. NO. 77 -14 

Honolulu, Hawaii 

RE : H.B. No. 1772 
H.D. 1 
S.D. 1 
C.D. 1 

Honorable Joseph M. Souki 
Speaker, House of Representatives 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Sir and Madam: 
\ 

Your Committee on Conference on the disagreeing vote of the 
House of Representatives to the amendments proposed by the Senate in 
H.B. No. 1772, H.D. 1, S.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO THE GENERAL EXCISE TAX," 

having met, and after full and free discussion, has agreed to 
recommend and does recommend to the respective Houses the final 
passage of this bill in an amended form. 

The purpose of this measure is to increase access to quality 
health care for veterans of the United States Armed Services by 
exempting from the General Excise Tax, amounts received by a 
contractor of the Patient-Centered Community Care Program 
established by the United States Department of Veterans Affairs for 
costs or advances to third-party providers pursuant to a contract 
with the United States. 

Your Committee on Conference has amended this measure by 
changing its effective date to July 1, 2014. 
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As affirmed by the record of votes of the managers of your 
Committee on Conference that is attached to this report, your 
Committee on Conference is in accord with the intent and purpose of 
H.B. No. 1772, H.D. 1, S.D. 1, as amended herein, and recommends 
that it pass Final Reading in the form attached hereto as H.B. 
No. 1772, 

ON THE 

H.D. 1, S.D. 1, C.D. 1. 

Respectfully submitted on behalf 
of the managers: 

PART OF THE SENATE 

WILL ESPERO, Chair' 

ON THE PART OF THE HOUSE 

K./MARK TAm-I, Co-Chair 

J O S d  GREEN, Co-Chair 
A 

DAVID Y. k X L /  Co-Mair SCOTT Y. NISHIMOTO, Co-Chair 
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Hawaii State Legislature 

Bill / Concurrent Resolution No.: 
HB 1772, HD 1, SD 1 

Record of Votes of a 
Conference Committee 

DateRime: ~ Izs ( \+  \'-\o p.m. 

Senate Managers 

ESPERO, Will, Chr. 

~ ~ ~ ~ a The recommendation of the House and Senate managers is to pass with amendments (CD). 

0 The Committee is reconsidering its previous decision. 

A W R N E  

x 

0 The recommendation of the Senate Manager(s) is to AGREE I to the House amendments made to the Senate Measure 

House Managers 

T A W ,  K. Mark, CO-Chr. 

A W R N E  

GREEN, Josh, CO-Chr. 

IGE, David Y ., Co-Chr. 

KOUCHI, Ronald D. 1x1 I I 

t < ~ 

NISHIMOTO, Scott Y., CO-Chr. 

WARD, Gene 

The recommendation of the House Manager(s) is to AGREE 
to the Senate amendments made to the House Measure. 

~ x 
SLOM, Sam 

BELATTI, Della Au, Co-Chr. 1x1 I I 

d 

TOTAL 9 0 0 %  

Adopted 0 Not Adopted I Adopted 0 Not Adopted , 

Distribution: Original Goldenrod 
File with Conference Committee Report Hou 



53w STAND. COM. R E P .  NO. 

Honolulu, Hawaii 

APR 0 4 2015 
RE : H.B. No. 1772 

H.D. 1 
S.D. 1 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam: 

Your Committee on Ways and Means, to which was referred H.B. 
No. 1772, H.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO THE GENERAL EXCISE TAX," 

begs leave to report as follows: 

The purpose and intent of this measure is to facilitate 
access to quality health care for veterans of the United States 
Armed Services. 

More specifically, this measure clarifies that the amounts 
received by a contractor in payment for the costs or advancements 
to third party health care providers, pursuant to a contract with 
the United States Department of Veterans Affairs for the 
administration of the Patient-Centered Community Care program, are 
excluded from the state general excise tax. 

Your Committee received written comments in support of this 
measure from TriWest Healthcare Alliance. The Department of 
Taxation and the Tax Foundation of Hawaii submitted written 
comments on the measure. 

Your Committee finds that the Patient-Centered Community Care 
program is a program of the United States Department of Veterans 
Affairs to ensure access to high-quality, low-cost health care 
services for veterans. On behalf of the United States Department 
of Veterans Affairs, contractors make advances to third party 
health care providers for costs of health care services provided 
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to veterans under the program. The United States Department of 
Veterans Affairs subsequently reimburses the contractor for the 
costs or advancements made to third party health care providers. 
Your Committee also finds that some uncertainty may exist as to 
whether the reimbursements received by the contractors are subject 
to the state general excise tax. Your Committee believes that 
this measure will eliminate any uncertainty by clarifying that the 
reimbursements are not subject to the state general excise tax. 

Your Committee has amended this measure by: 

(1) Changing the effective date to July 1, 2050, to 
facilitate further discussion on the measure; and 

(2) Making technical nonsubstantive amendments for the 
purposes of consistency, clarity, and style. 

As affirmed by the record of votes of the members of your 
Committee on Ways and Means that is attached to this report, your 
Committee is in accord with the intent and purpose of H.B. 
No. 1772, H.D. 1, as amended herein, and recommends that it pass 
Third Reading in the form attached hereto as H.B. No. 1772, 
H.D. 1, S . D .  1. 

Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 

‘4 / / I  
DAVID W C h a Y r  
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HOUSE OF REPRESENTATIVES 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 201 4 

1772 H.B. NO ' S.D. H . D . ~  1 

A BILL FOR AN ACT 
RELATING TO THE GENERAL EXCISE TAX. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. The legislature finds that pursuant to the 

authority granted by Congress under title 38 United States Code 

section 8153, the United States Department of Veterans Affairs 

(VA) established a new initiative in September 2013 titled 

Patient-Centered Community Care. Under this program, VA medical 

centers will have the ability to purchase non-VA medical care 

for veterans through contracted medical providers when they 

cannot readily provide the needed care due to geographic 

inaccessibility or limited capacity. 

The legislature further finds that the Eatient-Centered 

Community Care program will augment the health care services 

. . .  
r ? .  

provided at VA medical center facilities and under the VA fee 

basis program. It will provide a vehicle for VA medical centers 

to work with local health care service providers to give 

expanded access to health care to 8.6 million veterans of the 

United States uniformed services, including one hundred twelve 

17 thousand who reside in Hawaii. 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

The purpose and mission of the Patient-Centered Community 

Care program is to ensure access to high-quality, low-cost 

health care services for veterans, which is crucial to ensuring 

military readiness, national defense, and the health and welfare 

of the residents of the State. The program will also help 

provide VA medical centers with standardized health care quality 

metrics, timely return of medical documentation, cost avoidance 

with fixed rates for services across the board, guaranteed 

access to care, and enhanced tracking and reporting of non-VA 

medical care expenditures over traditional non-VA medical care 

services. 

The VA contractors will establish and maintain regional 

networks of health care providers in various regions of the 

United States by spring of 2014. On behalf of the VA, the 

contractor will make advances to health care providers, 

including doctors, hospitals, and other providers, for costs of 

health care services provided to veterans under the Patient- 

Centered Community Care program. Using the medicare payment 

schedule established by the Centers for Medicare and Medicaid 

Services, the VA will reimburse the contractor for the costs or 

advancements made to third party health care providers. 

~ 
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10 

11 

12 

13 

14 

15 

16 

17 

The legislature understands that some uncertainty may exist 

about whether the amounts received by a contractor of the 

Patient-Centered Community Care program for the costs or 

advancements to third party health care providers, on behalf of 

the federal government, are subject to the state general excise 

tax. The legislature finds that, to avoid increasing the costs 

of health care services delivered through the Patient-Centered 

Community Care program and any adverse consequences to veterans 

from the increased costs, it is desirable to clarify that the 

amounts received by a contractor of the Patient-Centered 

Community Care program are not subject to the state general 

excise tax. 

The purpose of this Act is to clarify that the amounts 

received by a contractor of the Patient-Centered Community Care 

program for the costs or advancements to third party health care 

providers, pursuant to a contract with the United States 

Department of Veterans Affairs for the administration of the 

18 Patient-Centered Community Care program, are excluded from the 

19 state general excise tax. 

20 SECTION 2. Section 237-24, Hawaii Revised Statutes, is 

21 amended to read as follows: 
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1 

2 

3 

4 
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6 

7 

8 

9 

10 

11 

12 

13 

14 

15 
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20 

21 

22 

"$3237-24 Amounts not taxable. This chapter shall not 

apply to the following amounts: 

(1) Amounts received under life insurance policies and 

contracts paid by reason of the death of the insured; 

(2) Amounts received (other than amounts paid by reason of 

death of the insured) under life insurance, endowment, 

or annuity contracts, either during the term or at 

maturity or upon surrender of the contract; 

(3) Amounts received under any accident insurance or 

health insurance policy or contract or under workers' 

compensation acts or employers' liability acts, as 

compensation for personal injuries, death, or 

sickness, including also the amount of any damages or 

other compensation received, whether as a result of 

action or by private agreement between the parties on 

account of the personal injuries, death, or sickness; 

(4) The value of all property of every kind and sort 

acquired by gift, bequest, or devise, and the value of 

all property acquired by descent or inheritance; 

(5) Amounts received by any person as compensatory damages 

for any tort injury to the person, or to the person's 

character reputation, or received as compensatory 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

damages for any tort injury to or destruction of 

property, whether as the result of action or by 

private agreement between the parties (provided that 

amounts received as punitive damages for tort injury 

or breach of contract injury shall be included in 

gross income) ; 

(6) Amounts received as salaries or wages for services 

rendered by an employee to an employer; 

(7) Amounts received as alimony and other similar payments 

and settlements; 

Amounts collected by distributors as fuel taxes on ( 8 )  

"liquid fuel" imposed by chapter 243, and the amounts 

collected by such distributors as a fuel tax imposed 

by any Act of the Congress of the United States; 

(9) Taxes on liquor imposed by chapter 244D on dealers 

holding permits under that chapter; 

(10) The amounts of taxes on cigarettes and tobacco 

products imposed by chapter 245 on wholesalers or 

dealers holding licenses under that chapter and 

selling the products at wholesale; 
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19 

20 

21 

(11) Federal excise taxes imposed on articles sold at 

retail and collected from the purchasers thereof and 

paid to the federal government by the retailer; 

(12) The amounts of federal taxes under chapter 37 of the 

Internal Revenue Code, or similar federal taxes, 

imposed on sugar manufactured in the State, paid by 

the manufacturer to the federal government; 

(13) An amount up to, but not in excess of, $2,000 a year 

of gross income received by any blind, deaf, or 

totally disabled person engaging, or continuing, in 

any business, trade, activity, occupation, or calling 

within the State; a corporation all of whose 

outstanding shares are owned by an individual or 

individuals who are blind, deaf, or totally disabled; 

a general, limited, or limited liability partnership, 

all of whose partners are blind, deaf, or totally 

disabled; or a limited liability company, all of whose 

members are blind, deaf, or totally disabled; 

(14) Amounts received by a producer of sugarcane from the 

manufacturer to whom the producer sells the sugarcane, 

where: 
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The producer is an independent cane farmer, so 

classed by the Secretary of Agriculture under the 

Sugar Act of 1948 (61 Stat. 922, Chapter 519) as 

the Act may be amended or supplemented; 

The value or gross proceeds of the sale of the 

sugar, and other products manufactured from the 

sugarcane, are included in the measure of the tax 

levied on the manufacturer under section 237- 

13(1) or (2); 

The producer's gross proceeds of sales are 

dependent upon the actual value of the products 

manufactured therefrom or the average value of 

all similar products manufactured by the 

manufacturer; and 

The producer's gross proceeds of sales are 

reduced by reason of the tax on the value or sale 

of the manufactured products; 

Money paid by the State or eleemosynary child-placing 

organizations to foster parents for their care of 

children in foster homes; 

Amounts received by a cooperative housing corporation 

from its shareholders in reimbursement of funds paid 
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22 

by the corporation for lease rental, real property 

taxes, and other expenses of operating and maintaining 

the 

the 

cooperative land and improvements; provided that 

cooperative corporation is a corporation: 

Having one and only one class of stock 

outstanding; 

Each of the stockholders of which is entitled 

solely by reason of the stockholder's ownership 

of stock in the corporation, to occupy for 

dwelling purposes a house, or an apartment in a 

building owned or leased by the corporation; and 

No stockholder of which is entitled (either 

conditionally or unconditionally) to receive any 

distribution not out of earnings and profits of 

the corporation except in a complete or partial 

liquidation of the corporation; [d] 

(17) Amounts received by a managed care support contractor 

of the TRICARE program that is established under title 

10 United States Code chapter 55, as amended, for the 

actual cost or advancement to third party health care 

providers pursuant to a contract with the United 

States ; and 

HB1772 SD1 LRB 14-2360.doc 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

(18) Amounts received by a contractor of the Patient- 

Centered Community Care program that is established by 

the United States DeDartment of Veterans Affairs 

pursuant to title 38 United States Code section 8153, 

as amended, for the actual costs or advancements to 

third party health care providers pursuant to a 

contract with the United States." 

SECTION 3. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

SECTION 4. This Act shall take effect on July 1, 2050; 

provided that the amendments made to section 237-24, Hawaii 

Revised Statutes, by section 2 of this Act shall not be repealed 

when that section is reenacted on December 31, 2018, pursuant to 

section 4 of Act 70, Session Laws of Hawaii 2009, as amended by 

section 2 of Act 164, Session Laws of Hawaii 2013. 
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R e p o r t  T i t l e  : 
GET; Exemption; Patient-Centered Community Care; Veterans 
Affairs 

D e s c r i p t i o n :  
Exempts from the general excise tax amounts received by a 
contractor of the Patient-Centered Community Care Program 
established by the United States Department of Veterans Affairs 
for costs or advances to third party health care providers. 
Effective 7/1/2050. ( S D 1 )  

The summary descripfion of legislafion appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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302b 
STAND. COM. REP. NO. 

Honolulu, Hawaii 

MAR 2 1 2014 
RE : H.B. No. 1772 

H.D. 1 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam : 

Your Committees on Public Safety, Intergovernmental and 
Military Affairs and Health, to which was referred H.B. No. 1772, 
H.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO THE GENERAL EXCISE TAX," 

beg leave to report as follows: 

The purpose and intent of this measure is to increase United 
States Armed Services veterans' access to quality health care by 
establishing a general excise tax exemption for any amounts 
received by a contractor of the Patient-Centered Community Care 
program for the actual costs or advancement to third party health 
care providers pursuant to a contract with the United States. 

Your Committees received testimony in support of this measure 
from the Department of Taxation; Military Officers Association of 
America, Hawaii Chapter; and TriWest Healthcare Alliance Inc. 
Your Committees received comments on this measure from the Tax 
Foundation of Hawaii. 

Your Committees find that the Patient-Centered Community Care 
program is an innovative solution to help the United States 
Department of Veterans Affairs' medical centers provide quality 
and efficient health care to veterans. This program enables the 
United States Department of Veterans Affairs to work with local 
community health care providers to give veterans access to high- 
quality care closer to home. 

2014-1889 SSCR SMA.doc 
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STAND. COM. REP. NO. 
Page 2 

As affirmed by the records of votes of the members of your 
Committees on Public Safety, Intergovernmental and Military 
Affairs and Health that are attached to this report, your 
Committees are in accord with the intent and purpose of H.B. 
No. 1772, H.D. 1 and recommend that it pass Second Reading and be 
referred to the Committee on Ways and Means. 

Respectfully submitted on 
behalf of the members of the 
Committees on Public Safety, 
Intergovernmental and Military 
Affairs and Health, 

J O S d  GREEN, Chair 

2014-1889 SSCR SMA.doc 

WILL ESPERO, Ch6ir 
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STAND. COM. REP. NO. -14

Honolulu, Hawaii
fh~,~I~L4 ~ 2014

RE: H.B. No. 1772
H.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committee on Finance, to which was referred H.B. No.
1772 entitled:

“A BILL FOR AN ACT RELATING TO THE GENERAL EXCISE TAX,”

begs leave to report as follows:

The purpose of this measure is to increase access to quality
health care for veterans of the United States Armed Services by
exempting from the General Excise Tax, amounts received by a
contractor of the Patient-Centered Community Care Program for
costs associated with veterans’ health care provided outside of
the Veterans Affairs system pursuant to a contract with the United
States.

The Military Officers Association of America, Hawaii Chapter,
and TriWest Healthcare Alliance Inc. supported this measure. The
Department of Taxation and the Tax Foundation of Hawaii commented
on this measure.

Your Committee has amended this measure by making technical
amendments including to accurately reflect the federal law that
established the Patient-Centered Community Care Program.

As affirmed by the record of votes of the members of your
Committee on Finance that is attached to this report, your
Committee is in accord with the intent and purpose of H.B. No.
1772, as amended herein, and recommends that it pass Third Reading
in the form attached hereto as H.B. No. 1772, H.D. 1.

HB1772 HD1 HSCR FIN HMS 2014-2116
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STAND. COM. REP. NO. -14
Page 2

Respectfully submitted on
behalf of the members of the
Committee on Finance,

~AUKE,~hai~
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HOUSE OF REPRESENTATIVES ~ 1772
1WENTY-SEVENTH LEGISLATURE, 2014 IN H.D. 1
STATE OF HAWAII

A BILL FOR AN ACT
RELATING TO THE GENERAL EXCISE TAX.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

1 SECTION 1. The legislature finds that pursuant to the

2 authority granted by Congress under title 38 United States Code

3 section 8153, the United States Department of Veterans Affairs

4 established a new initiative in September 2013 titled Patient-

5 Centered Community Care for United States Department of Veterans

6 Affairs medical centers. Under this program, United States

7 Department of Veterans Affairs medical centers will have the

8 ability to purchase non—United States Department of Veterans

9 Affairs medical care for veterans through contracted medical

10 providers when they cannot readily provide the needed care due

11 to geographic inaccessibility or limited capacity. The Patient-

12 Centered Community Care program will augment the health care

13 services provided by the United States Department of Veterans

14 Affairs personnel at United States Department of Veterans

15 Affairs medical center facilities and under the United States

16 Department of Veterans Affairs fee basis program. It will

17 provide a vehicle for United States Department of Veterans

18 Affairs medical centers to work with local health care service
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1 providers to give expanded access to health care to 8.6 million

2 veterans of the United States uniformed services, including one

3 hundred twelve thousand who reside in Hawaii.

4 The legislature further finds that the purpose and mission

5 of the Patient-Centered Community Care program is to ensure

6 access to high-quality, low-cost health care services for

7 veterans, which is crucial to ensuring military readiness,

8 national defense, and the health and welfare of the residents of

9 the State. The program will also help provide United States

10 Department of Veterans Affairs medical centers with standardized

11 health care quality metrics, timely return of medical

12 documentation, cost avoidance with fixed rates for services

13 across the board, guaranteed access to care, and enhanced

14 tracking and reporting of non-United States Department of

15 Veterans Affairs medical care expenditures over traditional non-

16 United States Department of Veterans Affairs medical care

17 services.

18 The United States Department of Veterans Affairs

19 contractors will establish and maintain regional networks of

20 health care providers in various regions of the United States by

21 spring of 2014. On behalf of the United States Department of

22 Veterans Affairs, the contractor will make advances to health

HB1772 HD1 HMS 2014—2116
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1 care providers, including doctors, hospitals, and other

2 providers, for costs of health care services provided to

3 veterans under the Patient-Centered Community Care program.

4 Using the medicare payment schedule, established by the Centers

5 for Medicare and Medicaid Services, the United States Department

6 of Veterans Affairs will reimburse the contractor for the costs

7 or advancements made to third party health care providers.

8 The legislature understands that some uncertainty may exist

9 about whether the amounts received by a contractor of the

10 Patient-Centered Community Care program for the cost or

11 advancement to third party health care providers, on behalf of

12 the federal government, are subject to the state general excise

13 tax. The legislature finds that to avoid increasing the costs

14 of health care services delivered through the Patient-Centered

15 Community Care program and any adverse consequences to veterans

16 from the increased costs, it is desirable to clarify that the

17 amounts received by a contractor of the Patient-Centered

18 Community Care program are not subject to the state general

19 excise tax.

20 The purpose of this Act is to clarify that the amounts

21 received by a contractor of the Patient-Centered Community Care

22 program for the costs or advancement to third party health care

HB1772 HD1 HMS 2014—2116
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1 providers, pursuant to a contract with the United States

2 Department of Veterans Affairs for the administration of the

3 Patient-Centered Community Care program, are excluded from the

4 state general excise tax.

5 SECTION 2. Section 237-24, Hawaii Revised Statutes, is

6 amended to read as follows:

7 “~237-24 amounts not taxable. This chapter shall not

8 apply to the following amounts:

9 (1) Amounts received under life insurance policies and

10 contracts paid by reason of the death of the insured;

11 (2) Amounts received (other than amounts paid by reason of

12 death of the insured) under life insurance, endowment,

13 or annuity contracts, either during the term or at

14 maturity or upon surrender of the contract;

15 (3) Amounts received under any accident insurance or

16 health insurance policy or contract or under workers’

17 compensation acts or employers’ liability acts, as

18 compensation for personal injuries, death, or

19 sickness, including also the amount of any damages or

20 other compensation received, whether as a result of

21 action or by private agreement between the parties on

22 account of the personal injuries, death, or sickness;

HB1772 HD1 HMS 2014—2116
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1 (4) The value of all property of every kind and sort

2 acquired by gift, bequest, or devise, and the value of

3 all property acquired by descent or inheritance;

4 (5) Amounts received by any person as compensatory damages

5 for any tort injury to the person, or to the person’s

6 character reputation, or received as compensatory

7 damages for any tort injury to or destruction of

8 property, whether as the result of action or by

9 private agreement between the parties (provided that

10 amounts received as punitive damages for tort injury

11 or breach of contract injury shall be included in

12 gross income);

13 (6) Amounts received as salaries or wages for services

14 rendered by an employee to an employer;

15 (7) Amounts received as alimony and other similar payments

16 and settlements;

17 (8) Amounts collected by distributors as fuel taxes on

18 “liquid fuelT’ imposed by chapter 243, and the amounts

19 collected by such distributors as a fuel tax imposed

20 by any Act of the Congress of the United States;

21 (9) Taxes on liquor imposed by chapter 2440 on dealers

22 holding permits under that chapter;

HB1772 HD1 EMS 2014-2116
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1 (10) The amounts of taxes on cigarettes and tobacco

2 products imposed by chapter 245 on wholesalers or

3 dealers holding licenses under that chapter and

4 selling the products at wholesale;

5 (11) Federal excise taxes imposed on articles sold at

6 retail and collected from the purchasers thereof and

7 paid to the federal government by the retailer;

8 (12) The amounts of federal taxes under chapter 37 of the

9 Internal Revenue Code, or similar federal taxes,

10 imposed on sugar manufactured in the State, paid by

11 the manufacturer to the federal government;

12 (13) An amount up to, but not in excess of, $2,000 a year

13 of gross income received by any blind, deaf, or

14 totally disabled person engaging, or continuing, in

15 any business, trade, activity, occupation, or calling

16 within the State; a corporation all of whose

17 outstanding shares are owned by an individual or

18 individuals who are blind, deaf, or totally disabled;

19 a general, limited, or limited liability partnership,

20 all of whose partners are blind, deaf, or totally

21 disabled; or a limited liability company, all of whose

22 members are blind, deaf, or totally disabled;

HB1772 HD1 HMS 2014-2116
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1 (14) Amounts received by a producer of sugarcane from the

2 manufacturer to whom the producer sells the sugarcane,

3 where:

4 (A) The producer is an independent cane farmer, so

5 classed by the Secretary of Agriculture under the

6 Sugar Act of 1948 (61 Stat. 922, Chapter 519) as

7 the Act may be amended or supplemented;

8 (B) The value or gross proceeds of the sale of the

9 sugar, and other products manufactured from the

10 sugarcane, are included in the measure of the tax

1]. levied on the manufacturer under section 237-

12 13(1) or (2);

13 (C) The producer’s gross proceeds of sales are

14 dependent upon the actual value of the products

15 manufactured therefrom or the average value of

16 all similar products manufactured by the

17 manufacturer; and

18 (D) The producer’s gross proceeds of sales are

19 reduced by reason of the tax on the value or sale

20 of the manufactured products;

HB1772 HD1 HJXIS 2014—2116
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1 (15) Money paid by the State or eleemosynary child-placing

2 organizations to foster parents for their care of

3 children in foster homes;

4 (16) Amounts received by a cooperative housing corporation

5 from its shareholders in reimbursement of funds paid

6 by the corporation for lease rental, real property

7 taxes, and other expenses of operating and maintaining

8 the cooperative land and improvements; provided that

9 the cooperative corporation is a corporation:

10 (A) Having one and only one class of stock

11 outstanding;

12 (B) Each of the stockholders of which is entitled

13 solely by reason of the stockholder’s ownership

14 of stock in the corporation, to occupy for

15 dwelling purposes a house, or an apartment in a

16 building owned or leased by the corporation; and

17 (C) No stockholder of which is entitled (either

18 conditionally or unconditionally) to receive any

19 distribution not out of earnings and profits of

20 the corporation except in a complete or partial

21 liquidation of the corporation; [an4]
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1 (17) 1~mounts received by a managed care support contractor

2 of the TRICARE program that is established under title

3 10 United States Code chapter 55, as amended, for the

4 actual cost or advancement to third party health care

5 providers pursuant to a contract with the United

6 States [--]; and

7 (18) Amounts received by a contractor of the Patient-

8 Centered Community Care program that is established by

9 the United States Department of Veterans Affairs under

10 title 38 United States Code, section 8153, as amended,

11 for the actual costs or advancement to third party

12 health care providers pursuant to a contract with the

13 United States.”

14 SECTION 3. Statutory material to be repealed is bracketed

15 and stricken. New statutory material is underscored.

16 SECTION 4. This Act shall take effect on July 1, 2014;

17 provided that the amendments made to section 237-24, Hawaii

18 Revised Statutes, by section 2 of this Act shall not be repealed

19 when that section is reenacted on December 31, 2018, pursuant to

20 section 4 of Act 70, Session Laws of Hawaii 2009, as amended by

21 section 2 of Act 164, Session Laws of Hawaii 2013.
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Report Title:
GET; Exemption; Patient-Centered Community Care; Veterans
Affairs

Description:
Exempts from the General Excise Tax amounts received by a
contractor of the Patient-Centered Community Care Program
established by the United States Department of Veterans Affairs
for costs associated with health care provided to veterans
outside of the Veterans Affairs system. Effective July 1, 2014.
(HB1772 HD1)

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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STAND. COM. REP. NO. -14

Honolulu, Hawaii
2014

RE: H.B. No. 1772

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committees on Veterans, Military, & International
Affairs, & Culture and the Arts and Health, to which was referred
H.B. No. 1772 entitled:

“A BILL FOR AN ACT RELATING TO THE GENERAL EXCISE TAX,”

beg leave to report as follows:

The purpose of this measure is to increase access to quality
healthcare for veterans of the Armed Services of the United States
by exempting, from the general excise tax, amounts received by a
contractor of the Patient-Centered Community Care Program for
actual cost or advancement to a third party health care provider
pursuant to a contract with the United States government.

The Chamber of Commerce of Hawaii; Military Officers
Association of America, Hawaii Chapter; TriWest Healthcare
Alliance Inc.; and a concerned individual testified insupport of
this bill. The Department of Taxation and Tax Foundation of
Hawaii provided comments.

Your Committees note the technical concerns raised by the
Department of Taxation and respectfully request the Committee on
Finance to scrutinize these concerns further should this measure
move through the legislative process.

As affirmed by the records of votes of the members of your
Committees on Veterans, Military, & International Affairs, &
Culture and the Arts and Health that are attached to this report,
your Committees are in accord with the intent and purpose of H.B.
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STP~ND. COM. REP. NO. ~)3-l4
Page 2

No. 1772 and recommend that it pass Second Reading and be referred
to the Committee on Finance.

Respectfully submitted on
behalf of the members of the
Committees on Veterans,
Military, & International
Affairs, & Culture and the Arts
and Health,

,li& ‘ 4&q~
DELLA AU BELATTI, Chair IC. RIC TAKAI, Chair
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HOUSE OF REPRESENTATIVES ~
TWENTY-SEVENTH LEGISLATURE, 2014 . IN
STATE OF HAWAII

A BILL FOR AN ACT
RELATING TO THE GENERAL EXCISE TAX.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

1 SECTION 1. The legislature finds that pursuant to the

2 authority granted by Congress under title 38 United States Code

3 section 8153, the United States Department of Veterans Affairs

4 established a new initiative in September 2013 titled Patient-

5 Centered Community Care for United States Department of Veterans

6 Affairs medical centers. Under this program, United States

7 Department of Veterans Affairs medical centers will have the

8 ability to purchase non-United States Department of Veterans

9 Affairs medical care for veterans through contracted medical

10 providers when they cannot readily provide the needed care due

11 to geographic inaccessibility or limited capacity. The Patient-

12 Centered Community Care program will augment the health care

13 services provided by the United States Department of Veterans

14 Affairs personnel at United States Department of Veterans

15 Affairs medical center facilities and under the United States

16 Department of Veterans Affairs fee basis program. It will

17 provide a vehicle for United States Department of Veterans

18 Affairs medical centers to work with local health care service

HB HMS 2014—1087
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1 providers to give expanded access to health care to 8.6 million

2 veterans of the United States uniformed services, including one

3 hundred twelve thousand who reside in Hawaii.

4 The legislature further finds that the purpose and mission

5 of the Patient-Centered Community Care program is to ensure

6 access to high-quality, low-cost health care services for

7 veterans, which is crucial to ensuring military readiness,

8 national defense, and the health and welfare of the residents of

9 the State. The program will also help provide United States

10 Department of Veterans Affairs medical centers with standardized

11 health care quality metrics, timely return of medical

12 documentation, cost avoidance with fixed rates for services

13 across the board, guaranteed access to care, and enhanced

14 tracking and reporting of non-United States Department of

15 Veterans Affairs medical care expenditures over traditional non-

16 United States Department of Veterans Affairs medical care

17 services.

18 The United States Department of Veterans Affairs

19 contractors will establish and maintain regional networks of

20 health care providers in various regions of the United States by

21 spring of 2014. On behalf of the United States Department of

22 Veterans Affairs, the contractor will make advances to health

I-TB HMS 2014—1087
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1 care providers, including doctors, hospitals, and other

2 providers, for costs of health care services provided to

3 veterans under the Patient-centered Community care program.

4 Using the medicare payment schedule, established by the centers

5 for Medicare and Medicaid Services, the United States Department

6 of Veterans Affairs will reimburse the contractor for the costs

7 or advancements made to third party health care providers.

8 The legislature understands that some uncertainty may exist

9 about whether the amounts received by a contractor of the

10 Patient-centered Community Care program for the cost or

11 advancement to third party health care providers, on behalf of

12 the federal government, are subject to the state general excise

13 tax. The legislature finds that to avoid increasing the costs

14 of health care services delivered through the Patient-centered

15 Community Care program and any adverse consequences to veterans

16 from the increased costs, it is desirable to clarify that the

17 amounts received by a contractor of the Patient-Centered

18 Community Care program are not subject to the state general

19 excise tax.

20 The purpose of this Act is to clarify that the amounts

21 received by a contractor of the Patient-Centered Community Care

22 program for the costs or advancement to third party health care

HB HF45 2014—1087
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1 providers, pursuant to a contract with the UnitedStates

2 Department of Veterans Affairs for the administration of the

3 Patient-Centered Community Care program, are excluded from the

4 state general excise tax.

5 SECTION 2. Section 237-24, Hawaii Revised Statutes, is

6 amended to read as follows:

7 “5237-24 ~inounts not taxable. This chapter shall not

8 apply to the following amounts:

9 (1) Amounts received under life insurance policies and

10 contracts paid by reason of the death of the insured;

11 (2) Amounts received (other than amounts paid by reason of

12 death of the insured) under life insurance, endowment,

13 or annuity contracts, either during the term or at

14 maturity or upon surrender of the contract;

15 (3) Amounts received under any accident insurance or

16 health insurance policy or contract or under workers’

17 compensation acts or employersT liability acts, as

18 compensation for personal injuries, death, or

19 sickness, including also the amount of any damages or

20 other compensation received, whether as a result of

21 action or by private agreement between the parties on

22 account of the personal injuries, death, or sickness;

HB HMS 2014—1087

~



H.B. NO. 1112

1 (4) The value of all property of every kind and sort

2 acquired by gift, bequest, or devise, and the value of

3 all property acquired by descent or inheritance;

4 (5) Amounts received by any person as compensatory damages

5 for any tort injury to the person, or to the person’s

6 character reputation, or received as compensatory

7 damages for any tort injury to or destruction of

8 property, whether as the result of action or by

9 private agreement between the parties (provided that

10 amounts received as punitive damages for tort injury

11 or breach of contract injury shall be included in

12 gross income);

13 (6) Amounts received as salaries or wages for services

14 rendered by an employee to an employer;

15 (7) Amounts received as alimony and other similar payments

16 and settlements;

17 (8) Amounts collected by distributors as fuel taxes on

18 ‘liquid fuel” imposed by chapter 243, and the amounts

19 collected by such distributors as a fuel tax imposed

20 by any Act of the Congress of the United States;

21 (9) Taxes on liquor imposed by chapter 244D on dealers

22 holding permits under that chapter;
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1 (10) The amounts of taxes on cigarettes and tobacco

2 products imposed by chapter 245 on wholesalers or

3 dealers holding licenses under that chapter and

4 selling the products at wholesale;

5 (11) Federal excise taxes imposed on articles sold at

6 retail and collected from the purchasers thereof and

7 paid to ~the federal government by the retailer;

8 (12) The amounts of federal taxes under chapter 37 of the

9 Internal Revenue Code, or similar federal taxes,

10 imposed on sugar manufactured in the State, paid by

11 the manufacturer to the federal government;

12 (13) An amount up to, but not in excess of, $2,000 a year

13 of gross income received by any blind, deaf, or

14 totally disabled person engaging, or continuing, in

15 any business, trade, activity, occupation, or calling

16 within the State; a corporation all of whose

17 outstanding shares are owned by an individual or

18 individuals who are blind, deaf, or totally disabled;

19 a general, limited, or limited liability partnership,

20 all of whose partners are blind, deaf, or totally

21 disabled; or a limited liability company, all of whose

22 members are blind, deaf, or totally disabled;
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1 (14) ~mounts received by a producer of sugarcane from the

2 manufacturer to whom the producer sells the sugarcane,

3 where:

4 (A) The producer is an independent cane farmer, so

5 classed by the Secretary of Agriculture under the

6 Sugar Act of 1948 (61 Stat. 922, Chapter 519) as

7 the Act may be amended or supplemented;

8 (B) The value or gross proceeds of the sale of the

9 sugar, and other products manufactured from the

10 sugarcane, are included in the measure of the tax

11 levied on the manufacturer under section 237-

12 13(1) or (2);

13 (C) The producer’s gross proceeds of sales are

14 dependent upon the actual value of the products

15 manufactured therefrom or the average value of

16 all similar products manufactured by the

17 manufacturer; and

18 (D) The producer’s gross proceeds of sales are

19 reduced by reason of the tax on the value or sale

20 of the manufactured products;
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1 (15) Money paid by the State or eleemosynary child-placing

2 organizations to foster parents for their care of

3 children in foster homes;

4 (16) Amounts received by a cooperative housing corporation

5 from its shareholders in reimbursement of funds paid

6 by the corporation for lease rental, real property

7 taxes, and other expenses of operating and maintaining

8 the cooperative land and improvements; provided that

9 the cooperative corporation is a corporation:

10 (A) Having one and only one class of stock

11 outstanding;

12 (B) Each of the stockholders of which is entitled

13 solely by reason of the stockholder’s ownership

14 of stock in the corporation, to occupy for

15 dwelling purposes a house, or an apartment in a

16 building owned or leased by the corporation; and

17 (C) No stockholder of which is entitled (either

18 conditionally or unconditionally) to receive any

19 distribution not out of earnings and profits of

20 the corporation except in a complete or partial

21 liquidation of the corporation; [and]
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1 (17) Amounts received by a managed care support contractor

2 of the TRICARE program that is established under title

3 10 United States Code chapter 55, as amended, for the

4 actual cost or advancement to third party health care

5 providers pursuant to a contract with the United

6 States [-r]; and

7 (18) Amounts received by a contractor of the Patient-

8 Centered Community Care program that is established

9 under title 38 United States Code chapter 8153, as

10 amended, for the actual cost or advancement to third

11 party health care providers pursuant to a contract

12 with the United States.”

13 SECTION 3. Statutory material to be repealed is bracketed

14 and stricken. New statutory material is underscored.

15 SECTION 4. This Act shall take effect on July 1, 2014;

16 provided that the amendments made to section 237-24, Hawaii

17 Revised Statutes, by section 2 of this Act shall not be repealed

18 when that section is reenacted on December 31, 2018, pursuant to

19 section 2 of Act 164, Session Laws of Hawaii 2013.

20 INTRODUCED BY:

t /tbtbft~i
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Report Title:
GET; Exemption; Patient-centered community care; Veterans
Affairs

Description:
clarifies that amounts received by a contractor of the veterans
Patient-centered community care Program for costs or advances to
third party health care providers are excluded from the State
general excise tax.

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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Measure Title: RELATING TO THE GENERAL EXCISE TAX.

Report Title: GET; Exemption; Patient-Centered Community Care; Veterans Affairs

Description:
Exempts from the general excise tax amounts received by a contractor of the Patient-
Centered Community Care Program established by the United States Department of
Veterans Affairs for costs or advances to third party health care providers. (HB1772 CD1)

Companion:

Package: Military Appreciation

Current Referral: PSM/HTH, WAM

Introducer(s): TAKAI, BELATTI

Sort by
Date  Status Text

1/16/2014 H Pending introduction.

1/17/2014 H Introduced and Passed First Reading

1/21/2014 H Referred to FIN, referral sheet 3

1/27/2014 H Re-referred to VMI/HLT, FIN, referral sheet 7

2/4/2014 H Bill scheduled to be heard by VMI/HLT on Wednesday, 02-12-14 9:25AM in House
conference room 312.

2/6/2014 H Bill re-scheduled to be heard by VMI/HLT on Wednesday, 02-12-14 9:25AM in conference
room 329.

2/12/2014 H

The committees on VMI recommend that the measure be PASSED, UNAMENDED. The
votes were as follows: 7 Ayes: Representative(s) Takai, Ito, Awana, Choy, Ohno, Onishi,
Tsuji; Ayes with reservations: none; Noes: none; and 4 Excused: Representative(s)
Brower, Cachola, McDermott, Wooley.

2/12/2014 H

The committees on HLT recommend that the measure be PASSED, UNAMENDED. The
votes were as follows: 8 Ayes: Representative(s) Belatti, Morikawa, Creagan, Hashem,
Jordan, Kobayashi, Woodson, Matsumoto; Ayes with reservations: none; Noes: none; and
2 Excused: Representative(s) Carroll, Oshiro.

2/14/2014 H Reported from VMI/HLT (Stand. Com. Rep. No. 513-14), recommending passage on
Second Reading and referral to FIN.

2/14/2014 H
Passed Second Reading and referred to the committee(s) on FIN with none voting aye with
reservations; none voting no (0) and Cachola, Carroll, Creagan, Nakashima, Takumi
excused (5).

2/18/2014 H Bill scheduled to be heard by FIN on Thursday, 02-20-14 11:00AM in House conference
room 308.

2/20/2014 H

The committees on FIN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 16 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen,
Hashem, Ing, Jordan, Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka,
Yamashita, Fukumoto, Ward; Ayes with reservations: none; Noes: none; and 1 Excused:
Representative(s) Woodson.

2/28/2014 H Reported from FIN (Stand. Com. Rep. No. 807-14) as amended in HD 1, recommending
passage on Third Reading.

2/28/2014 H Forty-eight (48) hours notice Tuesday, 03-04-14.

3/4/2014 H Passed Third Reading as amended in HD 1 with none voting aye with reservations; none
voting no (0) and Representative(s) Ing excused (1). Transmitted to Senate.

3/6/2014 S Received from House (Hse. Com. No. 251).

3/6/2014 S Passed First Reading.

3/6/2014 S Referred to PSM/HTH, WAM.
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3/12/2014 S The committee(s) on PSM/HTH has scheduled a public hearing on 03-18-14 2:50PM in
conference room 224.

3/18/2014 S
The committee(s) on HTH recommend(s) that the measure be PASSED, UNAMENDED. The
votes in HTH were as follows: 3 Aye(s): Senator(s) Green, Baker, Chun Oakland; Aye(s)
with reservations: none ; 0 No(es): none; and 2 Excused: Senator(s) Nishihara, Slom.

3/18/2014 S
The committee(s) on PSM recommend(s) that the measure be PASSED, UNAMENDED. The
votes in PSM were as follows: 3 Aye(s): Senator(s) Espero, Baker, Green; Aye(s) with
reservations: none ; 0 No(es): none; and 2 Excused: Senator(s) Galuteria, Slom.

3/21/2014 S Reported from PSM/HTH (Stand. Com. Rep. No. 3026) with recommendation of passage on
Second Reading and referral to WAM.

3/21/2014 S Report adopted; Passed Second Reading and referred to WAM.

3/21/2014 S The committee(s) on WAM will hold a public decision making on 03-25-14 9:05AM in
conference room 211.

3/25/2014 S The committee(s) on WAM deferred the measure until 03-28-14 9:15AM in conference
room 211.

3/28/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 12 Aye(s): Senator(s) Ige, Kidani, Dela
Cruz, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen, Tokuda, Slom;
Aye(s) with reservations: none ; 0 No(es): none; and 1 Excused: Senator(s) Chun Oakland.

4/4/2014 S Reported from WAM (Stand. Com. Rep. No. 3366) with recommendation of passage on
Third Reading, as amended (SD 1).

4/4/2014 S 48 Hrs. Notice 04-08-14.

4/8/2014 S Report adopted; Passed Third Reading, as amended (SD 1). Ayes, 23; Aye(s) with
reservations: none . Noes, 0 (none). Excused, 2 (Galuteria, Hee). Transmitted to House.

4/8/2014 H Returned from Senate (Sen. Com. No. 552) in amended form (SD 1).

4/10/2014 H House disagrees with Senate amendment (s).

4/11/2014 S Received notice of disagreement (Hse. Com. No. 676).

4/14/2014 H House Conferees Appointed: Takai, Belatti, Nishimoto Co-Chairs; Ward Member.

4/15/2014 S Received notice of appointment of House conferees (Hse. Com. No. 684).

4/14/2014 S Senate Conferees Appointed: Espero Chair; Green, Ige Co-Chairs; Kouchi, Slom Members.

4/14/2014 H Received notice of Senate conferees (Sen. Com. No. 675).

4/17/2014 H Bill scheduled for Conference Committee Meeting on Tuesday, 04-22-14 10:10AM in
conference room 423.

4/22/2014 H Conference Committee Meeting will reconvene on Thursday 04-24-14 1:00PM in
conference room 423.

4/24/2014 H Conference Committee Meeting will reconvene on Friday 04-25-14 1:00PM in conference
room 423.

4/25/2014 H
The Conference Committee recommends that the measure be Passed, with Amendments.
The votes were as follows: 3 Ayes: Representative(s) Takai, Belatti, Nishimoto; Ayes with
reservations: none; 0 Noes: none; and 1 Excused: Representative(s) Ward.

4/25/2014 S

The Conference committee recommends that the measure be PASSED, WITH
AMENDMENTS. The votes of the Senate Conference Managers were as follows: 3 Aye(s):
Senator(s) Espero, Green, Kouchi; Aye(s) with reservations: none ; 0 No(es): none; and 2
Excused: Senator(s) Ige, Slom.

4/25/2014 H Reported from Conference Committee (Conf Com. Rep. No. 77-14) as amended in (CD 1).

4/25/2014 H Forty-eight (48) hours notice Tuesday 04-29-14.

4/25/2014 S Reported from Conference Committee as amended CD 1 (Conf. Com. Rep. No. 77-14).

4/25/2014 S 48 Hrs. Notice (as amended CD 1) 04-29-14.

4/29/2014 H Passed Final Reading as amended in CD 1 with none voting aye with reservations; none
voting no (0) and Representative(s) Ito excused (1).
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EXECUTIVE CHAMBERS 
HONOLULU 

NEIL ABERCROMBIE 
GOVERNOR 
	

GOV. MSG. NO. 1214 
June 30, 2014 

The Honorable Donna Mercado Kim, 
President 
and Members of the Senate 

Twenty-Seventh State Legislature 
State Capitol, Room 409 
Honolulu, Hawaii 96813 

The Honorable Joseph M. Souki, 
Speaker and Members of the 
House of Representatives 

Twenty-Seventh State Legislature 
State Capitol, Room 431 
Honolulu, Hawaii 96813 

Dear President Kim, Speaker Souki, and Members of the Legislature: 

This is to inform you that on June 30, 2014, the following bill was signed into law: 

5B2542 SD1 HD1 CD1 
	

RELATING TO THE DISPOSITION OF THE 
CONVEYANCE TAX COLLECTIONS TO THE 
RENTAL HOUSING TRUST FUND 
ACT 163 (14) 

as,„ 
NEIL ABERCROMBIE 
Governor, State of Hawaii 



Approved bd 	GiCNIMOW 

on 	JUN_S 0 2014  
THE SENATE 
TWENTY-SEVENTH LEGISLATURE, 2014 
STATE OF HAWAII 

ACT 163 
S.B. NO. 

2542 
S.D. 1 
H. D. 1 
CD. 1 

A BILL FOR AN ACT 
RELATING TO THE DISPOSITION OF THE CONVEYANCE TAX COLLECTIONS TO 

THE RENTAL HOUSING TRUST FUND. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

1 	SECTION 1. Recognizing the need to address the shortfall 

2 in affordable rental housing units, the legislature raised the 

3 allocation of the conveyance tax to the rental housing trust 

4 fund to fifty per cent in 2006. However, due to the economic 

5 crisis and recession of 2008 through 2010 the allocation to the 

rental housing trust fund has been reduced to thirty per cent to 

7 address the State's budget crisis. 

8 	The legislature finds that the State continues to face 

9 unique challenges related to affordable housing. The lack of 

10 available land, low wage positions coupled with the high cost of 

11 living, the high cost of construction, and shortage of public 

12 funds are only some of the factors that have contributed to one 

13 of the lowest rates of home ownership in the country and,a 

14 strong need for affordable rental housing. 

15 	The legislature further finds that renters in Hawaii face 

16 many challenges. A 2011 Center for Housing Policy report noted 

17 that Honolulu was tied for being the least affordable city for 
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1 renters nationwide. Honolulu was also ranked the third most 

2 expensive city for rentals. The need for affordable housing in 

3 Hawaii also affects moderate-income families. Individuals 

4 falling into this gap group of average wage earners face 

5 challenges, as they earn too much to qualify for low-income 

6 housing programs, yet earn too little to afford market rate 

7 housing. 

8 	The legislature also finds that according to the 2011 

9 Hawaii Housing Planning Study, the number of new housing units 

10 that will have to be built between 2012 and 2016 to meet new 

demand generated by changing demographic and economic conditions 

12 might be as high as fifty thousand. Units that are not built 

13 represent the shortage of units needed to fill the total demand 

14 for housing units. This shortage, known as needed units, is the 

15 difference between total housing demand and expected supply. 

16 The projected number of needed units in the State through 2016 

17 includes over six thousand ownership units and thirteen thousand 

18 rental units for households with less than eighty per cent of 

19 the area median income. During this same five-year period, 

20 about two thousand six hundred affordable for-sale units and 

21 over two thousand one hundred rental units will be needed to 

22 meet the housing requirements of households earning between 
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1 eighty per cent and one hundred forty per cent of the area 

2 median income; these are households that fall into the gap group 

3 of wage earners. 

	

4 	The legislature additionally finds that rising housing 

5 costs are associated with increased homelessness or families at 

6 risk of becoming homeless. According to the 2012 Homeless 

7 Service Utilization Report developed by the Center on the Family 

8 at the University of Hawaii at Manoa, a total of 13,980 

9 individuals statewide experienced homelessness and received 

10 shelter or outreach services during the 2012 fiscal year. This 

11 figure includes those individuals who are at risk of losing 

12 their housing. 

	

13 	The legislature finds that Hawaii has a definite, immediate 

14 need for affordable housing. Addressing these needs will be a 

15 challenge because of the sheer number of units needed to meet 

16 demand and the various barriers that can prevent development and 

17 preservation of affordable housing. Therefore, the public 

18 sector, the private sector, and other interested stakeholders in 

19 the community must work together to ensure that Hawaii's 

20 residents have access to affordable housing. 

	

21 	The purpose of this Act is to support Hawaii's goal of 

22 meeting the projected number of needed affordable housing units 
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I in the State by restoring the allocation of the conveyance tax 

2 to the rental housing trust fund to fifty per cent. 

3 	SECTION 2. Section 247-7, Hawaii Revised Statutes, is 

4 amended to read as follows: 

5 	n5247 -7 Disposition of taxes. All taxes collected under 

6 this chapter shall be paid into the state treasury to the credit 

7 of the general fund of the State, to be used and expended for 

the purposes for which the general fund was created and exists 

9 by law; provided that of the taxes collected each fiscal year: 

10 
	

• (1) Ten per cent shall be paid into the land conservation 

11 
	

fund established pursuant to section 173A-5; 

12 
	

(2) Twenty-five per cent from July 1, 2009, until June 30, 

13 
	

2012[, 	and]; thirty per cent from July 1, 2012, until  

14 
	

June 30, 2014; and fifty per cent in each fiscal year 

15 
	

thereafter shall be paid into the rental housing trust 

16 
	

fund established by section 20111-202; and 

17 
	

(3) Twenty per cent from July 1, 2009, until June 30, 

18 
	

2012, and twenty-five per cent in each fiscal year 

19 
	

thereafter shall be paid into the natural area reserve 

20 
	

fund established by section 195-9; provided that the 

21 
	

funds paid into the natural area reserve fund shall be 

2014-2220 SB2542 CD1 SMA-1.doc 

11111111111111101111111111111111 



Page5 S.B. NO. 
2542 
S.D. 1 
H.D. 1 
C.D. 1 

1 	 annually disbursed by the department of land and 

2 	 natural resources in the following priority: 

3 	 (A) To natural area partnership and forest 

4 	 stewardship programs after joint consultation 

5 	 with the forest stewardship committee and the 

6 	 natural area reserves system commission; 

7 

	

	 (8) Projects undertaken in accordance with watershed 

management plans pursuant to section 171-58 or 

9 	 watershed management plans negotiated with 

10 	 private landowners, and management of the natural 

area reserves system pursuant to section 195-3; 

12 	 and 

13 	 (C) The youth conservation corps established under 

14 	 chapter 193." 

15 	SECTION 3. Statutory material to be repealed is bracketed 

16 and stricken. New statutory material is underscored. 

17 	SECTION 4. If H.S. No. 2059 or H.B. No. 2101, regular 

18 session of 2014, is passed in any form by the legislature during 

19 the regular session of 2014, whether before, on, or after the 

20 effective date of this Act, the provisions in this Act shall 

21 supersede any amendments made to section 247-7, Hawaii Revised 

22 Statutes, by those measures. 
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S.B. NO. 

SECTION 5. This Act shall take effect on July 1, 2014. 

APPROVED this 	3 0 	day of JUN 	, 2014 

GOVERNOR OF THE STATE OF HAWAII 



100 - 
CONFERENCE COMMITTEE REP. NO. 

Honolulu, Hawaii 
APR 2 5 2014 

RE : S.B. No. 2542 
S.D. 1 
H.D. 1 
C.D. 1 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Honorable Joseph M. Souki 
Speaker, House of Representatives 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam and Sir: 

14 

Your Committee on Conference on the disagreeing vote of the 
Senate to the amendments proposed by the House of Representatives in 
S.B. No. 2542, S.D. 1, H.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO THE DISPOSITION OF THE 
CONVEYANCE TAX COLLECTIONS TO THE RENTAL HOUSING TRUST FUND," 

having met, and after full and free discussion, has agreed to 
recommend and does recommend to the respective Houses the final 
passage of this bill in an amended form. 

The purpose of this measure is to restore the allocation of 
conveyance tax collections to the rental housing trust fund to fifty 
percent beginning July 1, 2014. 

Your Committee on Conference finds that the creation of more 
affordable rental housing is critical to Hawaii's future. Rent 
costs have increased more than forty-five percent in Hawaii since 
2005, and almost seventy-five percent of extremely low income 
households are spending more than half of their income on rent. In 
addition, rising housing costs are associated with increased 
homelessness and more local families at risk of becoming homeless. 
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Your Committee on Conference finds that increasing the allocation of 
conveyance tax collections to the rental housing trust fund to fifty 
percent will yield significant funds which can be leveraged to build 
more affordable housing. 

Your Committee on Conference has amended this measure by: 

(1) Adding language making this measure supersede any 
amendments made to Section 247-7, Hawaii Revised Statutes, 
relating to the allocation of conveyance tax collections, 
by H.B. No. 2059 or H.B. No. 2101, Regular Session of 
2014, if passed by the Legislature during the Regular 
Session of 2014 in any form; 

(2) Inserting an effective date of July 1, 2014; and 

(3) Making a technical, nonsubstantive amendment for the 
purposes of clarity and consistency. 

As affirmed by the record of votes of the managers of your 
Committee on Conference that is attached to this report, your 
Committee on Conference is in accord with the intent and purpose of 
S.B. No. 2542, S.D. 1, H.D. 1, as amended herein, and recommends 
that it pass Final Reading in the form attached hereto as S.B. 
No. 2542, S.D. 1, H.D. 1, C.D. 1. 

Respectfully submitted on behalf 
of the managers: 

ON THE PART OF THE HOUSE ON THE PART OF THE SENATE 

MARK J. HASHEM, Co-Chair SUZANNE CHUN OAKLAND, Chair 

DAVID Y. I E, 

&- 
SCOTT Y. NISHIMOTO, Co-Chair 
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Hawaii State Legislature 

Record of Votes of a 
Conference Committee 

I Bill / Concurrent Resolution No.: I Date/Time: . 
SB 2542, SD 1, HD 1 I 4125114- 2:;30poI 

I @The recommendation of the House and Senate managers is to pass with amendments (CD). 
I 

The Committee is reconsidering its previous decision. 

a The recommendation of the Senate Manager(s) is to AGREE a The recommendation of the House Manager(s) is to AGREE 
to the Senate amendments made to the House Measure. to the House amendments made to the Senate Measure 

Senate Managers A/ WR N E House Managers 

CHUN OAKLAND, Suzanne, Chr. HASHEM, Mark J., Co-Chr. 

EVANS, Cindy, Co-Chr. 

NISHIMOTO, Scott Y., CO-Chr. 
IGE, David Y., Co-Chr. J 
KEITH-AGARAN, Gilbert S.C. 

KIDANI, Michelle N. 

TANIGUCHI, Brian T. 

CULLEN, Ty J.K. 

@ WARD, Gene 
v 

TOTAL TOTAL 



STAND. COM. REP. NO. 1694 -14

Honolulu, Hawaii

PrpriI 4 2014

RE: S.B. No. 2542
S.D. 1
H.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committee on Finance, to which was referred S.B. No.
2542, S.D. 1, entitled:

“A BILL FOR AN ACT RELATING TO THE DISPOSITION OF THE
CONVEYANCE TAX COLLECTIONS TO THE RENTAL HOUSING TRUST FUND,”

begs leave to report as follows:

The purpose of this measure is to restore funding of the
Rental Housing Trust Fund to its pre-recession level by restoring
the allocation of 50 percent of Conveyance Tax revenues to the
Trust Fund.

The Hawaii Association of REALTORS; PHOCUSED; Hawaii
Appleseed Center for Law and Economic Justice; Partners In Care;
Catholic Charities Hawaii; and an individual supported this
measure. BIA-Hawaii opposed this measure. The Department of Land
and Natural Resources; Department of Budget and Finance; Hawaii
Housing Finance and Development Corporation; Tax Foundation of
Hawaii; Chamber of Commerce Hawaii; and an individual provided
comments.

Your Committee has amended this measure by making technical,
nonsubstantive amendments for clarity, consistency, and style.
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As affirmed by the record of votes of the members of your
Committee on Finance that is attached to this report, your
Committee is in accord with the intent and purpose of S.B. No.
2542, S.D. 1, as amended herein, and recommends that it pass Third
Reading in the form attached hereto as S.B. No. 2542, S.D. 1, H.D.
1.

Respectfully submitted on
behalf of the members of the
Committee on Finance,
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THE SENATE ~, ~ 2542
TWENTY-SEVENTH LEGISLATURE, 2014 IN S.D. 1
STATE OF HAWAII U ‘ H.D. 1

A BILL FOR AN ACT
RELATING TO THE DISPOSITION OF THE CONVEYANCE TAX COLLECTIONS TO

THE RENTAL HOUSING TRUST FUND.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

1 SECTION 1. Recognizing the need to address the shortfall

2 in affordable rental housing units, the legislature raised the

3 allocation of the conveyance tax to the rental housing trust

4 fund to fifty per cent in 2006. However, due to the economic

5 crisis and recession of 2008 through 2010 the allocation to the

6 rental housing trust fund has been reduced to thirty per cent to

7 address the State’s budget crisis.

8 The legislature finds that the State continues to face

9 unique challenges related to affordable housing. The lack of

10 available land, low wage positions coupled with the high cost of

11 living, the high cost of construction, and shortage of public

12 funds are only some of the factors that have contributed to one

13 of the lowest rates of home ownership in the country and a

14 strong need for affordable rental housing.

15 The legislature further finds that renters in Hawaii face

16 many challenges. A 2011 Center for Housing Policy report noted

17 that Honolulu was tied for being the least affordable city for

SB2542 HD1 HMS 2014-3062
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1 renters nationwide. Honolulu was also ranked the third most

2 expensive city for rentals. The need for affordable housing in

3 Hawaii also affects moderate-income families. Individuals

4 falling into this gap group of average wage earners face

S challenges, as they earn too much to qualify for low-income

6 housing programs, yet earn too little to afford market rate

7 housing.

8 The legislature also finds that according to the 2011

9 Hawaii Housing Planning Study, the number of new housing units

10 that will have to be built between 2012 and 2016 to meet new

11 demand generated by changing demographic and economic conditions

12 might be as high as fifty thousand. Units that are not built

13 represent the shortage of units needed to fill the total demand

14 for housing units. This shortage, known as needed units, is the

15 difference between total housing demand and expected supply.

16 The projected number of needed units in the State through 2016

17 includes over six thousand ownership units and thirteen thousand

18 rental units for households with less than eighty per cent of

19 the area median income. During this same five-year period,

20 about two thousand six hundred affordable for-sale units and

21 over two thousand one hundred rental units will be needed to

22 meet the housing requirements of households earning between

SB2542 HD1 HMS 2014-3052
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1 eighty per cent and one hundred forty per cent of the area

2 median income; these are households that fall into the gap group

3 of wage earners.

4 The legislature additionally finds that rising housing

5 costs are associated with increased homelessness or families at

6 risk of becoming homeless. According to the 2012 Homeless

7 Service Utilization Report developed by the Center on the Family

8 at the University of Hawaii at Manoa, a total of 13,980

9 individuals statewide experienced homelessness and received

10 shelter or outreach services during the 2012 fiscal year. This

11 figure includes those individuals who are at risk of losing

12 their housing.

13 The legislature finds that Hawaii has a definite, immediate

14 need for affordable housing. Addressing these needs will be a

15 challenge because of the sheer number of units needed to meet

16 demand and the various barriers that can prevent development and

17 preservation of affordable housing. Therefore, the public

18 sector, the private sector, and other interested stakeholders in

19 the community must work together to ensure that Hawaii’s

20 residents have access to affordable housing.

21 The purpose of this Act is to support Hawaii’s goal of

22 meeting the projected number of needed affordable housing units

SB2542 HD1 HMS 2014-3052
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1 in the State by restoring the allocation of the conveyance tax

2 to the rental housing trust fund to fifty per cent.

3 SECTION 2. Section 247-7, Hawaii Revised Statutes, is

4 amended to read as follows:

5 “~247-7 Disposition of taxes. All taxes collected under

6 this chapter shall be paid into the state treasury to the credit

7 of the general fund of the State, to be used and expended for

8 the purposes for which the general fund was created and exists

9 by law; provided that of the taxes collected each fiscal year:

10 (1) Ten per cent shall be paid into the land conservation

11 fund established pursuant to section l73A-5;

12 (2) Twenty-five per cent from July 1, 2009, until June 30,

13 2012[, and]; thirty per cent from July 1, 2012, until

14 June 30, 2014; and fifty per cent in each fiscal year

15 thereafter shall be paid into the rental housing trust

16 fund established by section 201H-202; and

17 (3) Twenty per cent from July 1, 2009, until June 30,

18 2012, and twenty-five per cent in each fiscal year

19 thereafter shall be paid into the natural area reserve

20 fund established by section 195-9; provided that the

21 funds paid into the natural area reserve fund shall be

SB2542 HD1 HMS 2014-3052
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1 annually disbursed by the department of land and

2 natural resources in the following priority:

3 (A) To natural area partnership and forest

4 stewardship programs after joint consultation

5 with the forest stewardship committee and the

6 natural area reserves system commission;

7 (B) Projects undertaken in accordance with watershed

8 management plans pursuant to section 171-58 or

9 watershed management plans negotiated with

10 private landowners, and management of the natural

11 area reserves system pursuant to section 195-3;

12 and

13 (C) The youth conservation corps established under

14 chapter 193.”

15 SECTION 3. Statutory material to be repealed is bracketed

16 and stricken. New statutory material is underscored.

17 SECTION 4. This Act shall take effect on July 1, 2050.

SB2542 HD1 HMS 2014-3052
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Report Title:
Rental Housing Trust Fund; Conveyance Tax

Description:
Restores the allocation of conveyance tax collections to the
rental housing trust fund to 50* beginning July 1, 2014.
(SB2542 HD1)

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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STAND. COM. REP. NO. IOC4b -14

Honolulu, Hawaii

(VI,~q~Li. (C1 2014

RE: S.B. No. 2542
S.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committee on Water & Land, to which was referred S.B.
No. 2542, S.D. 1, entitled:

“A BILL FOR AN ACT RELATING TO THE DISPOSITION OF THE
CONVEYANCE TAX COLLECTIONS TO THE RENTAL HOUSING TRUST FUND,

begs leave to report as follows:

The purpose of this measure is to restore funding of the
Rental Housing Trust Fund to its pre-recession level by restoring
the allocation of 50 percent of Conveyance Tax revenues to the
Trust Fund.

The Hawaii Housing Finance and Development Corporation,
Catholic Charities Hawaii, Partners in Care, Hawai’i Appleseed
Center for Law and Economic Justice, and PHOCUSED submitted
testimony in support of this measure. The Chamber of Commerce of
Hawaii and Building Industry Association of Hawaii submitted
testimony in opposition to this measure. The Department of Land
and Natural Resources and Tax Foundation of Hawaii submitted
comments.

As affirmed by the record of votes of the members of your
Committee on Water & Land that is attached to this report, your
Committee is in accord with the intent and purpose of S.B. No.
2542, S.D. 1, and recommends that it be referred to the Committee
on Finance.

SB2542 SD1 HSCR WAL HMS 2014-2721
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Respectfully submitted on
behalf of the members of the
Committee on Water & Land,

CINDY EV1~) Chair

SB2542 SD1 HSCR WAL HMS 2014-2721
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STAND. COM. REP. NO.~2Q~ -14

Honolulu, Hawaii
2014

RE: S.B. No. 2542
S.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committee on Housing, to which was referred S.B. No.
2542, S.D. 1, entitled:

“A BILL FOR AN ACT RELATING TO THE DISPOSITION OF THE
CONVEYANCE TAX COLLECTIONS TO THE RENTAL HOUSING TRUST FUND,”

begs leave to report as follows:

The purpose of this measure is to support the development of
affordable rental housing by increasing the share of conveyance
tax revenues going to the Rental Housing Trust Fund from 30
percent to 50 percent.

The Hawaii Housing Finance and Development Corporation;
Hawai’i Appleseed Center for Law and Economic Justice; PHOCUSED;
Hawaii Catholic Conference; Partners in Care; Catholic Charities
Hawaii; Hawai’i Association of Realtors; Institute for Human
Services, Inc.~; Community Alliance for Mental Health; United Self
Help; and a concerned individual supported this measure. The
Building Industry Association of Hawaii opposed this measure.
The Department of Budget and Finance, Department of Land and
Natural Resources, Tax Foundation of Hawaii, and Chamber of
Commerce Hawaii provided comments on this measure.

As affirmed by the record of votes of the members of your
Committee on Housing that is attached to this report, your
Committee is in accord with the intent and purpose of S.B. No.
2542, S.D. 1, and recommends that it pass Second Reading and be
referred to the Committee on Water & Land.
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Respectfully submitted on
behalf of the members of the
Committee on Housing,

MARK J. HASHEM, Chair
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2477 STAND. COM. REP. NO. 

Honolulu, Hawaii 

FEB 2 8 2014 
RE : S.B. No. 2542 

S.D. 1 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam : 

Your Committee on Ways and Means, to which was referred S.B. 
No. 2542 entitled: 

"A BILL FOR AN ACT RELATING TO THE DISPOSITION OF THE 
CONVEYANCE TAX COLLECTIONS TO THE RENTAL HOUSING TRUST FUND," 

begs leave to report as follows: 

The purpose and intent of this measure is to support Hawaii's 
goal of meeting the projected number of needed affordable housing 
units. 

More specifically, this measure restores the allocation of 
conveyance tax revenues to the Rental Housing Trust Fund to fifty 
per cent. 

Your Committee received written comments in support of this 
measure from the Hawaii Housing Finance and Development 
Corporation, Catholic Charities Hawaii, Hawaii Appleseed Center 
for Law and Economic Justice, Hawaii Association of REALTORS, 
Office for Social Ministry of the Catholic Diocese of Honolulu, 
Partners in Care, PHOCUSED, and three individuals. Your Committee 
received comments on this measure from the Department of Budget 
and Finance and the Tax Foundation of Hawaii. 

Your Committee finds that Hawaii has a definite, immediate 
need for affordable rental housing. Your Committee also finds 
that the Rental Housing Trust Fund was established to provide 
loans or grants for the development, pre-development, 
construction, acquisition, preservation, and substantial 

SB2542 SD1 SSCR LRB 14-1156-l.doc 
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STAND. COM. REP. NO. 
Page 2 

rehabilitation of rental housing units. In recognition of the 
need to address the shortfall in affordable rental housing units, 
the Legislature raised the allocation of the conveyance tax to the 
Rental Housing Trust Fund to fifty per cent in 2006. However, due 
to the economic downturn of 2008 to 2010, the allocation to the 
Rental Housing Trust Fund was reduced to thirty per cent. Your 
Committee further finds that restoring the allocation to the 
Rental Housing Trust Fund to fifty per cent of state conveyance 
tax collections will increase the amount of funds available to 
build affordable rental housing. 

Your Committee has amended this measure by: 

(1) Changing the effective date to July 1, 2050, to 
facilitate further discussion on the measure; and 

(2) Making technical nonsubstantive amendments for the 
purposes of consistency, clarity, and style. 

As affirmed by the record of votes of the members of your 
Committee on Ways and Means that is attached to this report, your 
Committee is in accord with the intent and purpose of S . B .  
No. 2542, as amended herein, and recommends that it pass Third 
Reading in the form attached hereto as S.B. No. 2542, S.D. 1. 

.Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 

\ / // ” 
DAVID Y v  , Chair 

SB2542 SD1 SSCR LRB 14-1156-l.doc 
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THE SENATE 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 201 4 

A BILL FOR AN ACT 
RELATING TO THE DISPOSITION OF THE CONVEYANCE TAX COLLECTIONS TO 

THE RENTAL HOUSING TRUST FUND. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. Recognizing the need to address the shortfall 

in affordable rental housing units, the legislature raised the 

allocation of the conveyance tax to the rental housing trust 

fund to fifty per cent in 2006. Due to the economic crisis and 

recession of 2008 through 2010, however, the allocation to the 

rental housing trust fund was reduced to thirty per cent to 

address the State's budget crisis. 

The legislature finds that the State continues to face 

unique challenges related to affordable housing. The lack of 

available land, low wage positions coupled with the high cost of 

living, the high cost of construction; and shortage of public 
> ,, 

funds are only some of the factors that have contributed to one 

of the lowest rates of home ownership in the country and a 

strong need for affordable rental housing. 

The legislature further finds that renters in Hawaii face 

many challenges. A 2011 Center for Housing Policy report noted 

that Honolulu was tied for being the least affordable city for 

SB2542 SD1 LRB 14-1156.doc 
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1 

2 

3 

4 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

renters nationwide. Honolulu was also ranked the third most 

expensive city for rentals. The need for affordable housing in 

Hawaii also affects moderate-income families. Individuals 

falling into this "gap group" of average wage earners face 

challenges, as they earn too much to qualify for low-income 

housing programs, yet earn too little to afford market rate 

housing. 

The legislature also finds that according to the 2011 

Hawaii Housing Planning Study, the number of new housing units 

that will have to be built between 2012 and 2016 to meet new 

demand generated by changing demographic and economic conditions 

might be as high as fifty thousand. Units that are not built 

represent the shortage of units needed to fill the total demand 

for housing units. This shortage, known as "needed units", is 

the difference between total housing demand and expected supply. 

The projected number of "needed units" in the State through 2016 

includes over six thousand ownership units and thirteen thousand 

rental units for households with less than eighty per cent of 

the area median income. During this same five-year period, 

about two thousand six hundred affordable for-sale units and 

over two thousand one hundred rental units will be needed to 

meet the housing requirements of households earning between 

SB2542 S D 1  LRB 14-1156.doc 
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1 

2 

9 

10 

11 

12 

13 

14 

15 

eighty per cent and one hundred forty per cent of the area 

median income; these are households that fall into the "gap 

group" of wage earners. 

The legislature additionally finds that rising housing 

costs are also associated with increased homelessness or 

families at risk of becoming homeless. According to the 2012 

Homeless Service Utilization Report developed by the Center on 

the Family at the University of Hawaii at Manoa, a total of 

13,980 individuals statewide experienced homelessness and 

received shelter or outreach services during the 2012 fiscal 

year. This figure includes those individuals who are at risk of 

losing their housing. 

The legislature finds that Hawaii has a definite, immediate 

need for affordable housing. Addressing these needs will be a 

challenge because of the sheer number of units needed to meet 

16 demand and the various barriers that can prevent development and 

17 preservation of affordable housing. Therefore, the public 

.18 sector, the private sector, and other interested stakeholders in 

19 the community must work together to ensure that Hawaii's 

20 residents have access to affordable housing. 

21 The purpose of this Act is to support Hawaii's goal of 

22 meeting the projected number of needed affordable housing units 
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1 in the State by restoring the allocation of the conveyance tax 

2 to the rental housing trust fund to fifty per cent. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

SECTION 2. Section 247-7, Hawaii Revised Statutes, is 

amended to read as follows: 

"S.247-7 Disposition of taxes. All taxes collected under 

this chapter shall be paid into the state treasury to the credit 

of the general fund of the State, to be used and expended for 

the purposes for which the general fund was created and exists 

by law; provided that of the taxes collected each fiscal year: 

(1) Ten per cent shall be paid into the land conservation 

fund established pursuant to section 173A-5; 

(2) Twenty-five per cent from July 1, 2009, until June 30, 

2 0 1 2 [ 4 ]  - ; thirty per cent from July 1, 2012, until 

June 30, 2014; and fifty per cent in each fiscal year 

thereafter shall be paid into the rental housing trust 

fund established by section 201H-202; and 

(3) Twenty per cent from July 1, 2009, until June 30, 

2012, and twenty-five per cent in each fiscal year 

19 thereafter shall be paid into the natural area reserve 

20 fund established by section 195-9; provided that the 

21 funds paid into the natural area reserve fund shall be 

SB2542 SD1 LRB 14-1156.doc 
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10 

11 

12 

annually disbursed by the department of land and 

natural resources in the following priority: 

(A) To natural area partnership and forest 

stewardship programs after joint consultation 

with the forest stewardship committee and the 

natural area reserves system commission; 

(B) Projects undertaken in accordance with watershed 

management plans pursuant to section 171-58 or 

watershed management plans negotiated with 

private landowners, and management of the natural 

area reserves system pursuant to section 195-3; 

and 

13 (C) The youth conservation corps established under 

14 chapter 193. " 

15 SECTION 3. Statutory material to be repealed is bracketed 

16 and stricken. New statutory material is underscored. 

17 SECTION 4. This Act shall take effect on July 1, 2050. 
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2542 S.B. NO. s.m.1 

Report T i t l e  : 
Rental Housing Trust Fund; Conveyance Tax 

D e s c r i p t i o n  : 
Restores the allocation of conveyance tax collections to the 
rental housing trust fund to 50% beginning 7/1/2014. Effective 
7/1/2050. ( S D 1 )  

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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Honolulu, Hawaii 
FEB 0 6 2014 

RE : S.B. No. 2542 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam : 

Your Committee on Human Services, to which was referred S.B. 
No. 2542 entitled: 

"A BILL FOR AN ACT RELATING TO THE DISPOSITION OF THE 
CONVEYANCE TAX COLLECTIONS TO THE RENTAL HOUSING TRUST FUND," 

begs leave to report as follows: 

The purpose and intent of this measure is to restore the 
allocation of conveyance tax collections to the rental housing 
trust fund to fifty percent. 

Your Committee received testimony in support of this measure 
from the Department of Human Services, Hawaii Housing Finance and 
Development Corporation, Partners in Care, Catholic Charities 
Hawaii, Institute for Human Services, Blueprint for Change, Hawaii 
Appleseed Center for Law and Economic Justice, PHOCUSED, Hawaii 
Association of REALTORS, Land Use Research Foundation of Hawaii, 
Community Alliance for Mental Health, and two individuals. Your 
Committee received testimony in opposition to this measure from 
The Chamber of Commerce of Hawaii and one individual. Your 
Committee received comments on this measure from the Tax 
Foundation of Hawaii. 

Your Committee finds that the creation of more affordable 
rental housing is critical to Hawaii's future. Rent costs have 
increased more than forty-five percent in Hawaii since 2005, and 
almost seventy-five percent of extremely low income households are 
spending more than half of their income on rent, Rising housing 
costs are associated with increased homelessness and families at 
risk of becoming homeless, with almost fourteen thousand 

2014-0949 SSCR SMA-2.doc 
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individuals in the State experiencing homelessness or being at 
risk of losing their housing during the 2012 fiscal year. Your 
Committee further finds that restoring funding to the rental 
housing trust fund to fifty percent of state conveyance tax 
collections will increase the amount of funds available to be 
leveraged to build more affordable housing. Testimony on this 
measure indicates that increasing the allocation of conveyance tax 
collections to the rental housing trust fund to fifty percent 
would yield an additional $10,800,000 per year. 

As affirmed by the record of votes of the members of your 
Committee on Human Services that is attached to this report, your 
Committee is in accord with the intent and purpose of S.B. 
No. 2542 and recommends that it pass Second Reading and be 
referred to the Committee on Ways and Means. 

Respectfully submitted on 
behalf of the members of the 
Committee on Human Services, 

SUZANNE CHUN OAKLAND, Chair 
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THE SENATE 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 201 4 

JAN 1 9 2014 

A BILL FOR AN ACT 
RELATING TO THE DISPOSITION OF THE CONVEYANCE TAX COLLECTIONS TO 

THE RENTAL HOUSING TRUST FUND. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

1 SECTION 1. Recognizing the need to address the shortfall 

2 in affordable rental housing units, the legislature raised the 

3 allocation of the conveyance tax to the rental housing trust 

4 fund to fifty per cent in 2006. Due to the economic crisis and 

5 recession of 2008 through 2010, however, the allocation to the 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

rental housing trust fund was reduced to thirty per cent to 

address the State's budget crisis. 

The legislature finds that the State continues to face 

unique challenges related to affordable housing. The lack of 

available land, low wage positions coupled with the high cost of 

living, the high cost of construction, and shortage of public 

funds are only some of the factors that have contributed to one 

of the lowest rates of home ownership in the country and a 

strong need for affordable rental housing. 

The legislature further finds that renters in Hawaii face 

many challenges. A 2011 Center for Housing Policy report noted 

17 that Honolulu was tied for being the least affordable city for 
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20 
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renters nationwide. Honolulu was also ranked the third most 

expensive city for rentals. The need for affordable housing in 

Hawaii also affects moderate-income families. Individuals 

falling into this "gap group" of average wage earners face 

challenges, as they earn too much to qualify for low-income 

housing programs, yet earn too little to afford market rate 

housing . 
The legislature also finds that according to the 2011 

Hawaii Housing Planning Survey, the number of new housing units 

that will have to be built between 2012 and 2016 to meet new 

demand generated by changing demographic and economic conditions 

might be as high as 50,000. Units that are not built represent 

the shortage of units needed to fill the total demand for 

housing units. This shortage, known as "needed units", is the 

difference between total housing demand and expected supply. 

The projected number of "needed units" in the State through 2016 

includes over 6,000 ownership units and 13,000 rental units for 

households with less than eighty per cent of the area median 

income. During this same five-year period, about 2,600 

affordable for-sale units and over 2,100 rental units will be 

needed to meet the housing requirements of households earning 

between eighty per cent and one hundred forty per cent of the 
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20 

21 

area median income; these are households that fall into the "gap 

group" of wage earners. 

The legislature additionally finds that rising housing 

costs are also associated with increased homelessness or 

families at risk of becoming homeless. According to the 2012 

Homeless Service Utilization Report developed by the Center on 

the Family at the University of Hawaii, a total of 13,980 

individuals statewide experienced homelessness and received 

shelter or outreach services during the 2012 fiscal year. This 

figure includes those individuals who are at risk of losing 

their housing. 

The legislature finds that Hawaii has a definite, immediate 

need for affordable housing. Addressing these needs will be a 

challenge because of the sheer number of units needed to meet 

demand and the various barriers that can prevent development and 

preservation of affordable housing. Therefore, the public 

sector, the private sector, and other interested stakeholders in 

the community must work together to ensure that Hawaii's 

residents have access to affordable housing. 

The purpose of this Act is to support Hawaii's goal of 

meeting the projected number of needed affordable housing units 
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Page 4 S.B. NO. -2 

1 in the State by restoring the allocation of the conveyance tax 

2 to the rental housing trust fund to fifty per cent. 

3 SECTION 2. Section 247-7, Hawaii Revised Statutes, is 

4 amended to read as follows: 

5 "1247-7 Disposition of taxes. All taxes collected under 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

this chapter shall be paid into the state treasury to the credit 

of the general fund of the State, to be used and expended for 

the purposes for which the general fund was created and exists 

by law; provided that of the taxes collected each fiscal year: 

(1) Ten per cent shall be paid into the land conservation 

fund established pursuant to section 173A-5; 

(2) Twenty-five per cent from July 1, 2009, until June 30, 

2 0 1 2 [ 4 ] ;  - thirty per cent from July 1, 2012, until 

June 30, 2014; and fifty per cent in each fiscal year 

thereafter shall be paid into the rental housing trust 

fund established by section 201H-202; and 

(3) Twenty per cent from July 1, 2009, until June 3 0 ,  

2012, and twenty-five per cent in each fiscal year 

thereafter shall be paid into the natural area reserve 

fund established by section 195-9; provided that the 

funds paid into the natural area reserve fund shall be 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

annually disbursed by the department of land and 

natural resources in the following priority: 

To natural area partnership and forest 

stewardship programs after joint consultation 

with the forest stewardship committee and the 

natural area reserves system commission; 

Projects undertaken in accordance with watershed 

management plans pursuant to section 171-58 or 

watershed management plans negotiated with 

private landowners, and management of the natural 

area reserves system pursuant to section 195-3; 

and 

The youth conservation corps established under 

chapter 193. 

SECTION 3. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

SECTION 4. This Act shall take effect on July 1, 2014. 

INTRODUCED BY: ( $ 5 k m f w h  aM 
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S.B. NO. Zsc)+& 

Report Title: 
Rental Housing Trust Fund; Conveyance Tax 

Description: 
Restores the allocation of conveyance tax collections to the 
rental housing trust fund to fifty per cent beginning 7/1/2014. 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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Measure Title: RELATING TO THE DISPOSITION OF THE CONVEYANCE TAX COLLECTIONS TO THE
RENTAL HOUSING TRUST FUND.

Report Title: Rental Housing Trust Fund; Conveyance Tax

Description: Restores the allocation of conveyance tax collections to the rental housing trust fund to
50% beginning July 1, 2014. (CD1)

Companion:  HB2500

Package: Housing and Homeless Legislative Package

Current Referral: HSG, WAL, FIN

Introducer(s): CHUN OAKLAND, BAKER, IHARA, Galuteria

Sort by
Date  Status Text

1/17/2014 S Introduced.

1/21/2014 S Passed First Reading.

1/21/2014 S Referred to HMS, WAM.

1/22/2014 S The committee(s) on HMS has scheduled a public hearing on 01-25-14 10:00AM in
conference room 229.

1/27/2014 S The committee(s) on HMS deferred the measure until 01-27-14 1:15PM in conference
room 229.

1/27/2014 S
The committee(s) on HMS recommend(s) that the measure be PASSED, UNAMENDED. The
votes in HMS were as follows: 3 Aye(s): Senator(s) Chun Oakland, Green, Taniguchi;
Aye(s) with reservations: none ; 0 No(es): none; and 2 Excused: Senator(s) Kidani, Slom.

2/6/2014 S Reported from HMS (Stand. Com. Rep. No. 2095) with recommendation of passage on
Second Reading and referral to WAM.

2/6/2014 S Report adopted; Passed Second Reading and referred to WAM.

2/11/2014 S The committee(s) on WAM will hold a public decision making on 02-13-14 9:30AM in
conference room 211.

2/13/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 11 Aye(s): Senator(s) Ige, Kidani, Chun
Oakland, English, Espero, Kahele, Keith-Agaran, Ruderman, L. Thielen, Tokuda; Aye(s)
with reservations: Senator(s) Slom ; 0 No(es): none; and 2 Excused: Senator(s) Dela Cruz,
Kouchi.

2/28/2014 S Reported from WAM (Stand. Com. Rep. No. 2677) with recommendation of passage on
Third Reading, as amended (SD 1).

2/28/2014 S 48 Hrs. Notice 03-04-14.

3/4/2014 S
Report adopted; Passed Third Reading, as amended (SD 1). Ayes, 23; Aye(s) with
reservations: none . Noes, 1 (Senator(s) Slom). Excused, 1 (Senator(s) Hee). Transmitted
to House.

3/4/2014 H Received from Senate (Sen. Com. No. 230) in amended form (SD 1).

3/6/2014 H Pass First Reading

3/6/2014 H Referred to HSG, WAL, FIN, referral sheet 28

3/7/2014 H Bill scheduled to be heard by HSG on Monday, 03-10-14 8:30AM in House conference room
329.

3/10/2014 H

The committees on HSG recommend that the measure be PASSED, UNAMENDED. The
votes were as follows: 7 Ayes: Representative(s) Hashem, Woodson, Belatti, Creagan,
Kobayashi, Morikawa, Matsumoto; Ayes with reservations: none; Noes: none; and 3
Excused: Representative(s) Carroll, Jordan, Oshiro.

3/13/2014 H Reported from HSG (Stand. Com. Rep. No. 926-14), recommending passage on Second
Reading and referral to WAL.

Measure Status http://capitol.hawaii.gov/measure_indiv.aspx?billtype=SB&billnumber=...
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3/13/2014 H Passed Second Reading and referred to the committee(s) on WAL with none voting aye
with reservations; none voting no (0) and Representative(s) Say excused (1).

3/14/2014 H Bill scheduled to be heard by WAL on Monday, 03-17-14 9:30AM in House conference room
325.

3/17/2014 H

The committees on WAL recommend that the measure be PASSED, UNAMENDED. The
votes were as follows: 6 Ayes: Representative(s) Evans, Lowen, Cullen, Kawakami,
Nishimoto, Thielen; Ayes with reservations: none; Noes: none; and 4 Excused:
Representative(s) Hanohano, C. Lee, Say, Fale.

3/19/2014 H Reported from WAL (Stand. Com. Rep. No. 1040-14), recommending referral to FIN.

3/19/2014 H Report adopted; referred to the committee(s) on FIN with none voting aye with
reservations; none voting no (0) and Representative(s) Takai, Thielen excused (2).

3/28/2014 H Bill scheduled to be heard by FIN on Monday, 03-31-14 2:00PM in House conference room
308.

3/31/2014 H

The committees on FIN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 16 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen,
Ing, Jordan, Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka, Woodson,
Yamashita, Fukumoto, Ward; Ayes with reservations: none; Noes: none; and 1 Excused:
Representative(s) Hashem.

4/4/2014 H Reported from FIN (Stand. Com. Rep. No. 1594-14) as amended in HD 1, recommending
passage on Third Reading.

4/4/2014 H Forty-eight (48) hours notice Tuesday, 04-08-14.

4/8/2014 H
Passed Third Reading as amended in HD 1 with none voting aye with reservations; none
voting no (0) and Representative(s) Belatti, Choy, Nishimoto excused (3). Transmitted to
Senate.

4/10/2014 S Received from House (Hse. Com. No. 592).

4/10/2014 S Senate disagrees with House amendments.

4/10/2014 H Received notice of disagreement (Sen. Com. No. 670).

4/14/2014 S Senate Conferees Appointed: Chun Oakland Chair; Ige Co-Chair; Keith-Agaran, Kidani,
Taniguchi Members.

4/14/2014 H House Conferees Appointed: Hashem, Evans, Nishimoto Co-Chairs; Cullen, Ward Members
.

4/14/2014 H Received notice of Senate conferees (Sen. Com. No. 674).

4/15/2014 S Received notice of appointment of House conferees (Hse. Com. No. 685).

4/16/2014 S Conference committee meeting scheduled for 04-17-14 1:30PM in conference room 229.

4/17/2014 S Conference committee meeting to reconvene on 04-21-14 9:00AM in conference room 423.

4/21/2014 S Conference committee meeting to reconvene on 04-22-14 10:30AM in conference room
229.

4/22/2014 S Conference committee meeting to reconvene on 04-23-14 4:00PM in conference room 423.

4/23/2014 S Conference committee meeting to reconvene on 04-25-14 12:30PM in conference room
229.

4/25/2014 S

The Conference committee recommends that the measure be PASSED, WITH
AMENDMENTS. The votes of the Senate Conference Managers were as follows: 3 Aye(s):
Senator(s) Chun Oakland, Ige, Taniguchi; Aye(s) with reservations: none ; 0 No(es): none;
and 2 Excused: Senator(s) Keith-Agaran, Kidani.

4/25/2014 H
The Conference Committee recommends that the measure be Passed, with Amendments.
The votes were as follows: 5 Ayes: Representative(s) Hashem, Evans, Nishimoto, Cullen,
Ward; Ayes with reservations: none; 0 Noes: none; and 0 Excused: none.

4/25/2014 S Reported from Conference Committee as amended CD 1 (Conf. Com. Rep. No. 100-14).

4/25/2014 S 48 Hrs. Notice (as amended CD 1) 04-29-14.

4/25/2014 H Reported from Conference Committee (Conf Com. Rep. No. 100-14) as amended in (CD 1).

4/25/2014 H Forty-eight (48) hours notice Tuesday 04-29-14.
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EXECUTIVE CHAMBERS 
HONOLULU 

NEIL ABERCROMBIE 
GOVERNOR 
	

GOV. MSG. NO. 1231 
July 1, 2014 

The Honorable Donna Mercado Kim, 
President 
and Members of the Senate 

Twenty-Seventh State Legislature 
State Capitol, Room 409 
Honolulu, Hawaii 96813 

The Honorable Joseph M. Souki, 
Speaker and Members of the 
House of Representatives 

Twenty-Seventh State Legislature 
State Capitol, Room 431 
Honolulu, Hawaii 96813 

Dear President Kim, Speaker Souki, and Members of the Legislature: 

This is to inform you that on July 1, 2014, the following bill was signed into law: 

HB1671 HD1 SD1 CD1 RELATING TO TRANSIENT ACCOMMODATIONS 
TAX 
ACT 174 (14) 

 

 

NEIL ABERCROMBIE 
Governor, State of Hawaii 



Approved by the Governor 

on 	 JUL  1 Mg  
HOUSE OF REPRESENTATIVES 
TWENTY-SEVENTH LEGISLATURE, 2014 
STATE OF IHAV4M1 

p. 

ACT 17 4  
H.B. NO. 

1671 
HD. 1 
S.D. 1 
C.D. 1 

A BILL FOR AN ACT 
RELATING TO TRANSIENT ACCOMMODATIONS TAX. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

	

1 	SECTION 1. Section 237D-6.5, Hawaii Revised Statutes, is 

amended by amending subsection (b) to read as follows: 

	

3 	"(b) Revenues collected under this chapter shall be 

4 distributed as follows, with the excess revenues to be deposited 

5 into the general fund: 

	

6 	(1) $33,000,000 shall be allocated to the convention 

	

7 	 center enterprise special fund established under 

	

8 	 section 201B-8; 

	

9 	(2) $82,000,000 shall be allocated to the tourism special 

	

10 	 fund established under section 2018-11; provided that: 

	

11 	 (A) Beginning on July 1, 2012, and ending on June 30, 

	

12 	 2015, $2,000,000 shall be expended from the 

	

13 	 tourism special fund for development and 

	

14 	 implementation of initiatives to take advantage 

	

15 	 of expanded visa programs and increased travel 

	

16 	 opportunities for international visitors to 

	

17 	 Hawaii; 
• . 

	

18- 	 (B) Of the $82,000,000 allocated: 

HB1671 CD1 LRB 14-2554.doc 
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Page 2 

H.B. NO 1671 
H.D. 1 

• S.D. 1 
C.D. 1 

	

1 	 (i) $1,000,000 shall be allocated for the 

	

2 	 operation of a Hawaiian center and the 

	

3 	 museum of Hawaiian music and dance at the 

	

4 	 Hawaii convention center; and 

	

5 	 (ii) 0.5 per cent of the $82,000,000 shall be 

	

6 	 transferred to a sub-account in the tourism 

	

7 	 special fund to provide funding for a safety 

	

8 	 and security budget, in accordance with the 

	

9 	 Hawaii tourism strategic plan 2005-2015; and 

	

10 	 (C) Of the revenues remaining in the tourism special 

	

11 	 fund after revenues have been deposited as 

	

12 	 provided in this paragraph and except for any sum 

	

13 	 authorized by the legislature for expenditure 

	

14 	 from revenues subject to this paragraph, 

	

15 	 beginning July 1, 2007, funds shall be deposited 

	

16 	 into the tourism emergency trust fund, 

	

17 	 established in section 201B-10, in a manner 

	

18 	 sufficient to maintain a fund balance of 

	

19 	 $5,000,000 in the tourism emergency trust fund; 

	

20 	(3) 	[C93,000,000] $103,000,000 for fiscal year 2014-2015,  

	

21 	 $103,000,000 for fiscal year 2015-2016, and  

	

22 	 $93,000,000 for each fiscal year thereafter shall be 

HB1671 CD1 LRB 14-2554.doc 
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S.D. 1 
C.D. 1 

	

1 	 allocated as follows: Kauai county shall receive 14.5 

	

2 	 per cent, Hawaii county shall receive 18.6 per cent, 

	

3 	 city and county of Honolulu shall receive 44.1 per 

	

4 	 cent, and Maui county shall receive 22.8 per cent; 

	

5 	 provided that commencing with fiscal year 2018-2019, a 

	

6 	 sum that represents the difference between a county 

	

7 	 public employer's annual required contribution for the 

	

8 	 separate trust fund established under section 87A-42 

	

9 	 and the amount of the county public employer's 

	

10 	 contributions into that trust fund shall be retained 

	

11 	 by the state director of finance and deposited to the 

	

12 	 credit of the county public employer's annual required 

	

13 	 contribution into that trust fund in each fiscal year, 

	

14 	 as provided in section 87A-42, if the respective 

	

15 	 county fails to remit the total amount of the county's 

	

16 	 required annual contributions, as required under 

	

17 	 section 87A-43; and 

	

18 	(4) Of the excess revenues deposited into the general fund 

	

19 	 pursuant to this subsection, $3,000,000 shall be 

	

20 	 allocated subject to the mutual agreement of the board 

	

21 	 of land and natural resources and the board of 

	

22 	 directors of the Hawaii tourism authority in 
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H.B. NO 1671 
RD. 1 
S.D. 1 
CD. 1 

	

1 
	

accordance with the Hawaii tourism authority strategic 

	

2 
	

plan for: 

	

3 
	

(A) The protection, preservation, and enhancement of 

	

4 
	

natural resources important to the visitor 

	

5 
	

industry; 

	

6 
	

(B) Planning, construction, and repair of facilities; 

	

7 
	

and 

	

8 
	

(C) Operation and maintenance costs of public lands 

	

9 
	

connected with enhancing the visitor experience. 

	

10 
	

All transient accommodations taxes shall be paid into the 

11 state treasury each month within ten days after collection and 

12 shall be kept by the state director of finance in special 

13 accounts for distribution as provided in this subsection. 

	

14 	As used in this subsection, "fiscal year" means the twelve- 

15 month period beginning on July 1 of a calendar year and ending 

16 on June 30 of the following calendar year." 

	

17 	SECTION 2. (a) There is established a state-county 

18 functions working group that shall: 

	

19 	(1) Evaluate the division of duties and responsibilities 

	

20 	 between the state and counties relating to the 

	

21 	 provision of public services; and 
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1671 
11.0. 1 
S.D. 1 
C.D. 1 

	

1 
	

(2) Submit a recommendation to the legislature on the 

	

2 
	

appropriate allocation of the transient accommodations 

	

3 
	

tax revenues between the State and counties that 

	

4 	 properly reflects the division of duties and 

	

5 
	

responsibilities relating to the provision of public 

	

6 	 services. 

	

7 
	

(b) The working group shall be composed of thirteen 

8 members appointed, without regard to section 26-34, Hawaii 

9 Revised Statutes, as follows: 

	

10 	(1) Four members, each of whom shall be appointed by a 

	

11 	 different county mayor; 

	

12 	(2) Four members appointed by the governor; 

	

13 	(3) Two members appointed by the president of the senate; 

	

14 	(4) Two members appointed by the speaker of the house of 

	

15 	 representatives; and 

	

16 	(5) One member appointed by the chief justice, who shall 

	

17 	 serve as the chair of the working group. 

18 The members appointed under paragraphs (3), (4), and (5) shall 

19 not be currently employed by the State or any county. 

	

20 	(c) The working group shall be administratively placed in 

21 the office of the auditor. The auditor shall initiate the 

22 organization of and provide staff support for the working group. 

iIlIulIuHhIIIulIIIIOhIuII 
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H.B. NO. 1671 
H.D. 1 
S.D. 1 
C.D. 1 

	

1 	(d) Members of the working group shall serve without 

2 compensation, but shall be reimbursed for necessary expenses 

3 incurred during the performance of their duties. The 

4 reimbursements shall be made by the auditor, who shall submit a 

5 request to the legislature for an appropriation equal to the 

6 reimbursements made and expected to be made. The auditor shall 

7 submit the requests for inclusion in the legislative budget acts 

8 of 2015 and 2016. 

	

9 	(e) The working group shall submit an interim report to 

10 the legislature, governor, and each county mayor and council not 

11 later than twenty days prior to the convening of the regular 

12 session of 2015. 

	

13 	The working group shall submit a final report with its 

14 findings and recommendations to the same parties not later than 

15 twenty days prior to the convening of the regular session of 

	

16 	2016. 

	

17 	(f) The working group shall cease to exist upon the 

18 adjournment sine die of the regular session of 2016. 

	

19 	SECTION 3. Statutory material to be repealed is bracketed 

20 and stricken. New statutory material is underscored. 

	

21 	SECTION 4. This Act shall take effect on July 1, 2014. 
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1671 
H.D. 1 
S.D. 1 

H.B. NO. 

APPROVED this 1 day of JUL 	, 2014 

GOVERNOR OF THE STATE OF HAWAII 



CONFERENCE COMMITTEE REP. NO. (4~ -14

Honolulu, Hawaii

Ap(sI’2ç 2014

RE: H.B. No. 1671
M.D. 1
S.D. 1
C.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Honorable Donna Mercado Kim
President of the Senate
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir and Madam:

Your Committee on Conference on the disagreeing vote of the
House of Representatives to the amendments proposed by the Senate in
H.B. No. 1671, M.D. 1, S.D. 1, entitled:

“A BILL FOR AN ACT RELATING TO TRANSIENT ACCOMMODATIONS TAX,”

having met, and after full and free discussion, has agreed to
recommend and does recommend to the respective Houses the final
passage of this bill in an amended form.

The purpose of this measure is to change the amount of
transient accommodations tax revenues allocated to the counties from
$93,000,000 to an unspecified percentage of revenues collected.

Your Committee on Conference finds that the Legislature, in
enacting Act 161, Session Laws of Hawaii 2013, established a cap of
$93,000,000 on the amount of transient accommodations tax revenues
allocated to the counties. Your Committee on Conference believes
that increasing the maximum amount of transient accommodations tax
revenues allocated to the counties will allow the counties to better
provide for public safety, parks, road maintenance, and visitor
related services.
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CONFERENCE COMMITTEE REP. NO. -14
Page 2

However, your Committee on Conference believes that a study to
determine the appropriate division of duties and responsibilities to
provide public services should be conducted before permanently
establishing the transient accommodations tax revenue allocations
between the State and counties. In light of this belief, your
Committee on Conference has amended this measure by:

(1) Changing the amount of transient accommodations tax
revenues to be allocated to the counties from an
unspecified percentage to $103,000,000 for fiscal year
2014-2015, $103,000,000 for fiscal year 2015-2016, and
$93,000,000 for each fiscal year thereafter;

(2) Establishing a working group to evaluate the division of
duties and responsibilities between the State and counties
relating to the provision of public services and recommend
the appropriate amount of transient accommodations tax
revenues to be allocated to the counties; and

(3) Changing the effective date to July 1, 2014.

As affirmed by the record of votes of the managers of your
Committee on Conference that is attached to this report, your
Committee on Conference is in accord with the intent and purpose of
H.B. No. 1671, H.D. 1, S.D. 1, as amended herein, and recommends
that it pass Final Reading in the form attached hereto as H.B.
No. 1671, H.D. 1, S.D. 1, C.D. 1.

Respectfully submitted on behalf
of the managers:

ON THE PART OF THE SENATE ON THE PART OF THE HOUSE

GILBERT KAHELE, Chair TOM BROWER, Co-Chair

WILL ESPERO, C -Chair SYLVIA L E, Co-Chai

A~4L ~4
DAVID Y. I~~o-Cl~ir
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Hawaii State Legislature

Record of Votes of a t C..R l4~
Conference Committee

Bill / Concurrent Resolution No.: Date/Time:
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3411 STAND. COM. REP. NO. 

Honolulu, Hawaii 
APR 0 4 2014 

RE : H.B. No. 1671 
H.D. 1 
S.D. 1 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam: 

Your Committee on Ways and Means, to which was referred H.B. 
No. 1671, H.D. 1, S . D .  1, entitled: 

“A BILL FOR AN ACT RELATING TO TRANSIENT ACCOMMODATIONS TAX,” 

begs leave to report as follows: 

The purpose and intent of this measure is to change the 
amount of transient accommodations tax revenues allocated to the 
counties from $93,000,000 to an unspecified percentage of revenues 
collected. 

Your Committee received written comments in support of this 
measure from the City and County of Honolulu Office of the Mayor, 
the County of Hawaii Office of the Mayor, three County of Maui 
Council Members, two County of Hawaii Council Members, four County 
of Kauai Council Members, the Maui County Council, the Hawaii 
Council of Mayors, the Hawaii County Council, the Kauai County 
Council Chair, the Kauai County Council Vice Chair, two City and 
County of Honolulu City Council Members, the Paia Youth and 
Cultural Center, ILWU Local 142, the Hawaii Association of 
Vacation Rental Managers, and five individuals. Written comments 
in opposition were received from the Department of Budget and 
Finance. The Department of Taxation, Hawaii Lodging and Tourism 
Association, Maui Hotel and Lodging Association, and Tax 
Foundation of Hawaii submitted written comments. 

Your Committee finds that this measure may increase the 
allocation of revenues to the counties that may be used to provide 

HB1671 SD1 SSCR LRB 14-2383.doc 



STAND. COM. REP. NO. 
Page 2 

for public safety, parks, road maintenance, and visitor-related 
services. 

As affirmed by the record of votes of the members of your 
Committee on Ways and Means that is attached to this report, your 
Committee is in accord with the intent and purpose of H.B. 
No. 1671, H.D. 1, S.D.  1, and recommends that it pass Third 
Reading. 

Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 

\ / / /  
DAVID Y k - h a i y  

HB1671 SD1 SSCR LRB 14-2383.doc 
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3om STAND. COM. REP. NO. 

Honolulu, Hawaii 

MAR 2 1 2914 
RE : H.B. No. 1671 

H.D. 1 
S.D. 1 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam : 

Your Committees on Tourism and Public Safety, 
Intergovernmental and Military Affairs, to which was referred H.B. 
No. 1671, H.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO TRANSIENT ACCOMMODATIONS TAX," 

beg leave to report as follows: 

The purpose and intent of this measure is to remove the 
current cap of $93,000,000 on the transient accommodations tax 
revenues to be distributed to the counties and instead distribute 
44.8 percent of transient accommodation tax revenues collected to 
the counties. 

Your Committees received testimony in support of this measure 
from the Department of Finance, County of Kauai; Office of the 
Mayor, County of Hawaii; Office of the Mayor, County of Maui; 
Office of the Mayor, City and County of Honolulu; Hawaii County 
Council; County Council, County of Hawaii; Hawaii County Council, 
District 9; County Council, County of Maui; County Services 
Division, County of Kauai; City Council, City and County of 
Honolulu; Hawaii Council of Mayors; Poipu Beach Resort 
Association; ILWU Local 142; Hawaii Association of Vacation Rental 
Managers; and nine individuals. Your Committees received 
testimony in opposition to this measure from the Department of 
Budget and Finance and Department of Taxation. Your Committees 
received comments on this measure from the Tax Foundation of 
Hawaii. 
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STAND. COM. REP. NO. 
Page 2 

Your Committees recognize the importance of county facilities 
and services to support and enhance the tourism industry. Your 
Committees further find that the counties maintain roads and parks 
and provide the law enforcement officers and first responders who 
serve residents and visitors. This measure ensures that tax 
revenues derived from guest visits to the different islands of 
Hawaii will help offset the costs of providing services that 
guests use while visiting the islands. 

Your Committees have amended this measure by inserting a 
blank percentage of the transient accommodations tax revenues to 
be allocated to the counties. 

Your Committees received oral testimony from county officials 
and individual county council members characterizing the intent of 
the Legislature as placing a "temporary" cap on the counties' 
share of transient accommodations tax revenues in passing Act 61, 
Session Laws of Hawaii 2009, and Act 103, Session Laws of Hawaii 
2011. Your Committees also received written testimony 
characterizing the cap as having been "imposed" on the counties. 
Your Committees note, however, that in placing the $93,000,000 cap 
into effect in 2011, the State effectively guaranteed the counties 
a historically high share of revenues. 

As affirmed by the records of votes of the members of your 
Committees on Tourism and Public Safety, Intergovernmental and 
Military Affairs that are attached to this report, your Committees 
are in accord with the intent and purpose of H.B. No. 1671, 
H.D. 1, as amended herein, and recommend that it pass Second 
Reading in the form attached hereto as H.B. No. 1671, H.D. 1, 
S . D .  1, and be referred to the Committee on Ways and Means. 

f i  WILL ESPERO, Cha r 

Respectfully submitted on 
behalf of the members of the 
Committees on Tourism and 
Public Safety, 
Intergovernmental and Military 
Affairs, 

GILBERT KAHELE, Chair 

2014-1928 SSCR SMA.doc 
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HOUSE OF REPRESENTATIVES 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 201 4 

1671 

S.D. 1 
H.B. NO. H . D . ~  

A BILL FOR AN ACT 
RELATING TO TRANSIENT ACCOMMODATIONS TAX. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. Section 237D-6.5, Hawaii Revised Statutes, is 

amended by amending subsection (b) to read as follows: 

"(b) Revenues collected under this chapter shall be 

distributed as follows, with the excess revenues to be deposited 

into the general fund: 

(1) $33,000,000 shall be allocated to the convention 

center enterprise special fund established under 

section 201B-8; 

(2) $82,000,000 shall be allocated to the tourism special 

fund established under section 201B-11; provided that: 

(A) Beginning on July 1, 2012, and ending on June 30, 

2015, $2,000,000 shall be expended from the 

tourism special fund for development and 

implementation of initiatives to take advantage 

of expanded visa programs and increased travel 

opportunities for international visitors to 

Hawaii; 

(B) Of the $82,000,000 allocated: 

2014-1928 HB1671 SD1 SMA.doc 
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Page 2 1671 H.B. NO. S.D. H . D . ~  1 
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21 

22 

(i) $1,000,000 shall be allocated for the 

operation of a Hawaiian center and the 

museum of Hawaiian music and dance at the 

Hawaii convention center; and 

(ii) 0.5 per cent of the $82,000,000 shall be 

transferred to a sub-account in the tourism 

special fund to provide funding for a safety 

and security budget, in accordance with the 

Hawaii tourism strategic plan 2005-2015; and 

( C )  Of the revenues remaining in the tourism special 

fund after revenues have been deposited as 

provided in this paragraph and except for any sum 

authorized by the legislature for expenditure 

from revenues subject to this paragraph, 

beginning July 1, 2007, funds shall be deposited 

into the tourism emergency trust fund, 

established in section 201B-10, in a manner 

sufficient to maintain a fund balance of 

$5,000,000 in the tourism emergency trust fund; 

( 3 )  [ $ 9 3 , C C C , C S Q  1 per cent of the revenues collected 

under this chapter shall be allocated as follows: 

Kauai county shall receive 14.5 per cent, Hawaii 

2014-1928 HB1671 SD1 SMA.doc 
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county shall receive 18.6 per cent, city and county of 

Honolulu shall receive 44.1 per cent, and Maui county 

shall receive 22.8 per cent; provided that commencing 

with fiscal year 2018-2019, a sum that represents the 

difference between a county public employer's annual 

required contribution for the separate trust fund 

established under section 87A-42 and the amount of the 

county public employer's contributions into that trust 

fund shall be retained by the state director of 

finance and deposited to the credit of the county 

public employer's annual required contribution into 

that trust fund in each fiscal year, as provided in 

section 87A-42, if the respective county fails to 

remit the total amount of the county's required annual 

contributions, as required under section 87A-43; and 

(4) Of the excess revenues deposited into the general fund 

pursuant to this subsection, $3,000,000 shall be 

allocated subject to the mutual agreement of the board 

of land and natural resources and the board of 

directors of the Hawaii tourism authority in 

accordance with the Hawaii tourism authority strategic 

plan for: 

2014-1928 HB1671 SD1 SMA.doc 
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The protection, preservation, and enhancement of 

natural resources important to the visitor 

industry; 

Planning, construction, and repair of facilities; 

and 

Operation and maintenance costs of public lands 

connected with enhancing the visitor experience. 

All transient accommodations taxes shall be paid into the 

state treasury each month within ten days after collection and 

shall be kept by the state director of finance in special 

accounts for distribution as provided in this subsection. 

As used in this subsection, "fiscal year" means the twelve- 

month period beginning on July 1 of a calendar year and ending 

on June 30 of the following calendar year." 

SECTION 2. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

SECTION 3. This Act shall take effect on July 1, 2050. 

2014-1928 HB1671 SD1 SMA.doc 
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1671 H.B. NO ' S.D. H . D . ~  1 

Report Title: 
Transient Accommodations Tax; Counties; Revenues 

Description: 
Removes the current cap on transient accommodations tax revenues 
to be distributed to the counties and establishes the 
distribution of these revenues as a percentage of TAT collected. 
Effective July 1, 2050. (SD1) 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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STAND. COM. REP. NO. -14

Honolulu, Hawaii

Pebvvø4Dj’ 2014
RE: H.B. No. 1671

H.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committee on Finance, to which was referred H.B. No.
1671, H.D. 1, entitled:

“A BILL FOR AN ACT RELATING TO TRANSIENT ACCONMODATIONS TAX,”

begs leave to report as follows:

The purpose of this measure is to assist the counties
financially by removing the $93,000,000 cap on the Transient
Accommodations Tax (TAT) revenues currently allocated to the
counties and instead allocating TAT revenues to the counties
according to a percentage of the total TAT revenues collected.

The Mayor of the City and County of Honolulu; Mayor of the
County of Maui; Mayor of the County of Hawaii; Chair of Hawaii
County Council; Chair of Kauai County Council; Chair of Maui
County Council; Chair of Honolulu City Council; Chair of the
Budget and Finance Committee of Maui County Council; Chair of the
Human Services and Social Services Committee of Hawaii County
Council and Councilmember of Hawaii County Council, District 8;
Vice Chair of Kauai County Council; Vice Chair of Maui County
Council; Councilmernber of the City and County of Honolulu,
District 4; Councilmember of Kauai County Council, District At
Large; Councilmember of Hawaii County Council, District 4;
Councilmember of Maui County Council, South Maui; Councilmernber of
Maui County Council, Molokai; Director of Finance of the County of
Kauai; Outrigger Hotels Hawaii; and ILWtJ Local 142 supported this
measure. The Department of Budget and Finance, Tax Foundation of

HB1671 HD1 HSCR FIN HMS 2014-2269



STJ~ND. COM. REP. NO. ~(.,4.. -14
Page 2

Hawaii, Hawaii Tourism Authority, and Hawai’i Lodging & Tourism
Association commented on this measure.

Your Committee notes that the Transient Accommodations Tax
has been the subject of considerable discussion and debate among
policymakers regarding its effect as a significant revenue
generator and funding source in the State. The economic downturn
and slow periods of economic growth greatly lowered the amount of
Transient Accommodations Tax and other tax revenues generated by
the State, thus affecting the provision of government services to
the community. The Legislature has been hard-pressed to make
tough decisions to balance the State Budget while ensuring that
health, education, pension, and other state services are met.

As affirmed by the record of votes of the members of your
Committee on Finance that is attached to this report, your
Committee is in accord with the intent and purpose of H.B. No.
1671, H.D. 1, and recommends that it pass Third Reading.

Respectfully submitted on
behalf of the members of the
Committee on Finance,

SYLVIA LUKE, Chair

HB1671 HD1 HSCR FIN HMS 2014-2269



State of Hawaii
House of Representatives ~ I ~4 t4

The Twenty-seventh Legislature
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HB 1671, HD1 T~U, FIN 2/25/2014
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STAND. COM. REP. NO. ((#0 -14

Honolulu, Hawaii
2014

RE: H.B. No. 1671
H.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committee on Tourism, to which was referred H.B. No.
1671 entitled:

“A BILL FOR AN ACT RELATING TO TRANSIENT ACCOMMODATIONS TAX,”

begs leave to report as follows:

The purpose of this measure is to assist the counties
financially so they can better support tourism and tourism-related
services by removing the current dollar amount cap on transient
accommodations tax revenues to be distributed to the counties and
establishing the distribution of these revenues as a percentage of
transient accommodations tax collected.

The Hawaii Council of Mayors, Mayor of the City and County of
Honolulu, Mayor of the County of Hawaii, Mayor of the County of
Maui, the chair of the Honolulu City Council, the chair and two
councilmembers of the Kauai County Council, the chair and three
councilmembers of the Maui County Council, Director of Finance of
the County of Kauai, Outrigger Hotels Hawaii, and two concerned
individuals supported this measure. The Department of Budget and
Finance, Hawaii Tourism Authority, and the Tax Foundation of
Hawaii offered comments on this measure.

Your Committee has amended this measure by changing its
effective date to July 1, 2050, to promote further discussion.

HB1671 HD1 HSCR TOU EMS 2014-1604
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Your Committee understands that much of the cost associated
with tourism are carried by the counties. This includes the ever-
increasing costs of providing county services to these visitors.
Your Committee is also aware that the counties have faced
financial challenges in providing these county services since the
cap on transient accommodations tax revenues distributed to the
counties was put in place in 2011.

Accordingly, your Committee respectfully requests the
Committee on Finance to thoroughly examine the transient
accommodations tax allpcations to the counties and evaluate the
impact pf the current transient accommodations tax rates on the
gross rental or gross rental proceeds derived from furnishing
transient accommodations.

As affirmed by the record of votes of the members of your
Committee on Tourism that is attached to this report, your
Committee is in accord with the intent and purpose of 11.3. No.
1671, as amended herein, and recommends that it pass Second
Reading in the form attached hereto as H.3. No. 1671, H.D. 1, and
be referred to the Committee on Finance.

Respectfully submitted on
behalf of the members of the
Committee on Tourism,

TOM BROWER, Chair

HB1671 HD1 HSCR TOU HMS 2014-1604



State of Hawaii
House of Representatives

The Twenty-seventh Legislature
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HOUSE OF REPRESENTATIVES 1671
TWENTY-SEVENTH LEGISLATURE, 2014 H.D. I
STATE OF HAWAII

A BILL FOR AN ACT
RELATING TO TRANSIENT ACCO~4ODATIONS TAX.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

1 SECTION 1. Section 237D-6.5, Hawaii Revised Statutes, is

2 amended by amending subsection (b) to read as follows:

3 (b) Revenues collected under this chapter shall be

4 distributed as follows, with the excess revenues to be deposited

5 into the general fund:

6 (1) $33,000,000 shall be allocated to the convention

7 center enterprise special fund established under

8 section 201B—8;

9 (2) $82,000;000 shall be allocated to the tourism special

10 fund established under section 201B-11; provided that:

11 (A) Beginning on July 1, 2012, and ending on June 30,

12 2015, $2,000,000 shall be expended from the

13 tourism special fund for development and

14 implementation of initiatives to take advantage

15 of expanded visa programs and increased travel

16 opportunities for international visitors to

17 Hawaii;

18 (B) Of the $82,000,000 allocated:

HB1671 HD1 HNS 2014—1604
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1 (i) $1,000,000 shall be allocated for the

2 operation of a Hawaiian center and the

3 museum of Hawaiian music and dance at the

4 Hawaii convention center; and

5 (ii) 0.5 per cent of the $82,000,000 shall be

6 transferred to a sub—account in the tourism

7 special fund to provide funding for a safety

8 and security budget, in accordance with the

9 Hawaii tourism strategic plan 2005-2015; and

10 (C) Of the revenues remaining in the tourism special

11 fund after revenues have been deposited as

12 provided in this paragraph and except for any sum

13 authorized by the legislature for expenditure

14 from revenues subject to this paragraph,

15 beginning July 1, 2007, funds shall be deposited

16 into the tourism emergency trust fund,

17 established in section 201B-10, in a manner

18 sufficient to maintain a fund balance of

19 $5,000,000 in the tourism emergency trust fund;

20 (3) [C93,000,000] 44.8 per cent of the revenues collected

21 under this chapter shall be allocated as follows:

22 Kauai county shall receive 14.5 per cent, Hawaii

HB1671 HD1 HMS 2014—1604

~



H.B. NED. ~

1 county shall receive 18.6 per cent, city and county of

2 Honolulu shall receive 44.1 per cent, and Maui county

3 shall receive 22.8 per cent; provided that commencing

4 with fiscal year 2018-2019, a sum that represents the

5 difference between a county public employer’s annual

6 required contribution for the separate trust fund

7 established under section 87A-42 and the amount of the

8 county public employer’s contributions into that trust

9 fund shall be retained by the state director of

10 finance and deposited to the credit of the county

11 public employer’s annual required contribution into

12 that trust fund in each fiscal year, as provided in

13 section 87A-42, if the respective county fails to

14 remit the total amount of the county’s required annual

15 contributions, as required under section 87A-43; and

16 (4) Of the excess revenues deposited into the general fund

17 pursuant to this subsection, $3,000,000 shall be

18 allocated subject to the mutual agreement of the board

19 of land and natural resources and~ the board of

20 directors of the Hawaii tourism authority in

21 accordance with the Hawaii tourism authority strategic

22 plan for:

ff81671 HD1 EMS 2014—1604
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H.B. NcD. ~

1 (A) The protection, preservation, and enhancement of

2 natural resources important to the visitor

3 industry;

4 (B) Planning, construction, and repair of facilities;

5 and

6 (C) Operation and maintenance costs of public lands

7 connected with enhancing the visitor experience.

8 All transient accommodations taxes shall be paid into the

9 state treasury each month within ten days after collection and

10 shall be kept by the state director of finance in special

.11 accounts for distribution as provided in this subsection.

12 As used in this subsection, “fiscal year” means the twelve-

13 month period beginning on July 1 of a calendar year and ending

14 on June 30 of the following calendar year.”

15 SECTION 2. Statutory material to be repealed is bracketed

16 and stricken. New statutory material is underscored.

17 SECTION 3. This Act shall take effect on July 1, 2050.
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H.B. NO. ~i

Report Title:
Transient Accommodations Tax; Counties; Revenues

Description:
Removes the current cap on transient accommodations tax revenues
to be distributed to the counties and establishes the
distribution of these revenues as a percentage of TAT collected.
Effective July 1, 2050. (H3167l HD1)

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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HOUSE OF REPRESENTATIVES
TWENTY-SEVENTH LEGISLATURE, 2014
STATEOFHAWAII

A BILL FOR ‘AN ACT
RELATING TO TRANSIENT ACCOMNODATIONS TAX.

BE IT ENACTED BY THE LEGISLATUIIE OF THE STATE OF HAWAII:

1 SECTION 1. Section 237D-6.5, Hawaii Revised Statutes, is

2 amended by amending subsection (b) to read as follows:

3 ‘(b) Revenues collected under this chapter shall be

4 distributed as follows, with the excess revenues to be deposited

S into the general fund:

6 (1) $33,000,000 shall be allocated to the convention

7 center enterprise special fund established under

8 section 201B-8;

9 (2) $82,000,000 shall be allocated to the tourism special

10 fund established under section 2013-11; provided that:

11 (A) Beginning on July 1, 2012, and ending on June 30,

12 2015, $2,000,000 shall be expended from the

13 tourism special fund for development and

14 implementation of initiatives to take advantage

15 of expanded visa programs and increased travel

16 opportunities for international visitors to

17 Hawaii;

18 (3) Of the $82,000,000 allocated:

MB HMS 2013-4469
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H.B. NO. 1(olI

1 Ci) $1,000,000 shall be allocated for the

2 operation of a Hawaiian center and the

3 museum of Hawaiian music and dance at the

4 Hawaii convention center; and

5 (ii) 0.5 per cent of the $82,000,000 shall be

6 transferred to a sub-account in the tourism

7 special fund to provide funding for a safety

S and security budget, in accordance with the

9 Hawaii tourism strategic plan 2005-2015; and

10 CC) Of the revenues remaining in the tourism special

11 fund after revenues have been deposited as

12 provided in this paragraph and except for any sum

13 authorized by the legislature for expenditure

14 from revenues subject to this paragraph,

15 beginning July 1, 2007, funds shall be deposited

16 into the tourism emergency trust fund,

17 established in section 2OlB-10, in a manner

18 sufficient to maintain a fund balance of

19 $5,000,000 in the tourism emergency trust fund;

20 (3) [$93,000,000] 44.8 per cent of the revenues collected

21 under this chapter shall be allocated as follows:

22 Kauai county shall receive 14.5 per cent, Hawaii

HB HMS 2013-4469
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H.B. NO. wit

1 county shall receive 18.6 per cent, city •and county of

2 Honolulu shall receive 44.1 per cent, and Maui county

3 shall receive 22.8 per cent; provided that commencing

4 with fiscal year 2018-2019, a sum that represents the

5 difference between a county public employer’s annual

6 required contribution for the separate trust fund

7 established under section 87A-42 and the amount of the

8 county public employer’s contributions into that trust

9 fund shall be retained by the state director of

10 finance and deposited to the credit of the county

11 public employer’s annual required contribution into

12 that trust fund in each fiscal year, as provided in

13 section 87A-42, if the respective county fails to

14 remit the total amount of the county’s required annual

15 contributions, as required under section 87A-43; and

16 (4) Of the excess revenues deposited into the general fund

17 pursuant to this subsection, $3,000,000 shall be

18 allocated subject to the mutual agreement of the board

19 of land and natural resources and the board of

20 directors of the Hawaii tourism authority in

21 accordance with the Hawaii tourism authority strategic

22 plan for:
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1 (A) The protection, preservation, and enhancement of

2 natural resources important to the visitor

3 industry;

4 (B) Planning, construction, and repair of facilities;

5 and

6 (C) Operation and maintenance costs of public lands

7 connected with enhancing the visitor experience.

8 All transient accommodations taxes shall be paid into the

9 state treasury each month within ten days after collection and

10 shall be kept by the state director of finance in special

11 accounts for distribution as provided in this subsection.

12 As used in this subsection, “fiscal year” means the twelve-

13 month period beginning on July 1 of a calendar year and ending

14 on June 30 of the following calendar year.”

15 SECTION 2. Statutory material to be repealed is bracketed

16 and stricken. New statutory material is undersOored.

17 SECTION 3. This Act shall take effect on July 1, 2014.

18 ~TRODUCED ______________________

HB HMS 2013-4469
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H.B. NO. IV1I

Report Title:
Transient Accommodations Tax; Counties; Revenues

Description:
Removes the current cap on transient accommodations tax revenues
to be distributed to the counties and establishes the
distribution of these revenues as a percentage of TAT collected.

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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Measure Title: RELATING TO TRANSIENT ACCOMMODATIONS TAX.

Report Title: Transient Accommodations Tax; Counties; Revenues

Description:

Increases the current cap on transient accommodations tax revenues to be distributed to
the counties for two fiscal years. Establishes a working group to determine future county
allocation ceiling amounts and the appropriate division of the provision of public services
between the State and counties. (CD1)

Companion:

Package: None

Current Referral: TSM/PSM, WAM

Introducer(s): SOUKI, CARROLL, ING, MCKELVEY, WOODSON, YAMASHITA

Sort by
Date  Status Text

1/14/2014 H Prefiled

1/15/2014 H Introduced and Passed First Reading

1/21/2014 H Referred to TOU, FIN, referral sheet 3

1/29/2014 H Bill scheduled to be heard by TOU on Monday, 02-03-14 9:30AM in House conference room
312.

2/3/2014 H

The committees on TOU recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 8 Ayes: Representative(s) Brower, Cachola, Awana, Choy,
Tokioka, Tsuji; Ayes with reservations: Representative(s) Ohno, Ward; Noes: none; and 2
Excused: Representative(s) Onishi, Takai.

2/5/2014 H Reported from TOU (Stand. Com. Rep. No. 160-14) as amended in HD 1, recommending
passage on Second Reading and referral to FIN.

2/5/2014 H
Passed Second Reading as amended in HD 1 and referred to the committee(s) on FIN with
Representative(s) Fale, Ward voting aye with reservations; none voting no (0) and
Representative(s) Yamane excused (1).

2/21/2014 H Bill scheduled to be heard by FIN on Tuesday, 02-25-14 11:15AM in House conference
room 308.

2/25/2014 H

The committees on FIN recommend that the measure be PASSED, UNAMENDED. The votes
were as follows: 17 Ayes: Representative(s) Luke, Nishimoto, Johanson, Hashem, Ing,
Jordan, Lowen, Morikawa, Takayama, Tokioka, Woodson, Yamashita, Fukumoto, Ward;
Ayes with reservations: Representative(s) Cullen, Kobayashi, Onishi; Noes: none; and
Excused: none.

2/28/2014 H Reported from FIN (Stand. Com. Rep. No. 764-14), recommending passage on Third
Reading.

2/28/2014 H
Passed Third Reading with none voting aye with reservations; Representative(s) Awana,
Cullen, Hanohano voting no (3) and Representative(s) Carroll, Creagan, Har, C. Lee,
Thielen, Woodson excused (6). Transmitted to Senate.

3/4/2014 S Received from House (Hse. Com. No. 129).

3/4/2014 S Passed First Reading.

3/6/2014 S Referred to TSM/PSM, WAM.

3/17/2014 S The committee(s) on TSM/PSM has scheduled a public hearing on 03-19-14 2:40PM in
conference room 229.

3/19/2014 S

The committee(s) on PSM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in PSM were as follows: 3 Aye(s): Senator(s) Espero, Baker,
Galuteria; Aye(s) with reservations: none ; 0 No(es): none; and 2 Excused: Senator(s)
Green, Slom.

3/19/2014 S
The committee(s) on TSM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in TSM were as follows: 3 Aye(s): Senator(s) Kahele, Keith-

Measure Status http://capitol.hawaii.gov/measure_indiv.aspx?billtype=HB&billnumber=...
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Agaran, Ige; Aye(s) with reservations: none ; 0 No(es): none; and 2 Excused: Senator(s)
Ihara, Slom.

3/21/2014 S Reported from TSM/PSM (Stand. Com. Rep. No. 3063) with recommendation of passage on
Second Reading, as amended (SD 1) and referral to WAM.

3/21/2014 S Report adopted; Passed Second Reading, as amended (SD 1) and referred to WAM.

3/25/2014 S The committee(s) on WAM will hold a public decision making on 03-28-14 9:15AM in
conference room 211.

3/28/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, UNAMENDED.
The votes in WAM were as follows: 11 Aye(s): Senator(s) Ige, Kidani, Dela Cruz, English,
Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen, Tokuda; Aye(s) with
reservations: none ; 1 No(es): Senator(s) Slom; and 1 Excused: Senator(s) Chun Oakland.

4/4/2014 S Reported from WAM (Stand. Com. Rep. No. 3411) with recommendation of passage on
Third Reading.

4/4/2014 S One Day Notice 04-08-14.

4/8/2014 S Report adopted; Passed Third Reading. Ayes, 24; Aye(s) with reservations: none . Noes, 1
(Senator(s) Slom). Excused, 0 (none). Transmitted to House.

4/8/2014 H Returned from Senate (Sen. Com. No. 533) in amended form (SD 1).

4/10/2014 H House disagrees with Senate amendment (s).

4/11/2014 S Received notice of disagreement (Hse. Com. No. 676).

4/14/2014 S Senate Conferees Appointed: Kahele Chair; Espero, Ige Co-Chairs; Galuteria, Kidani
Members.

4/14/2014 H House Conferees Appointed: Brower, Luke Co-Chairs; Cachola, Johanson Members.

4/15/2014 S Received notice of appointment of House conferees (Hse. Com. No. 684).

4/14/2014 H Received notice of Senate conferees (Sen. Com. No. 673).

4/15/2014 H Bill scheduled for Conference Committee Meeting on Thursday, 04-17-14 10:00AM in
conference room 312.

4/17/2014 H Conference Committee Meeting will reconvene on Monday 04-21-14 4:30PM in conference
room 312.

4/21/2014 H Conference Committee Meeting will reconvene on Wednesday 04-23-14 4:30PM in
conference room 312.

4/23/2014 H Conference Committee Meeting will reconvene on Friday 04-25-14 10:00AM in conference
room 312.

4/25/2014 S Conference committee meeting to reconvene on 04-25-14 2:30PM in conference room 312.

4/25/2014 S Conference committee meeting to reconvene on 04-25-14 4:30PM in conference room 312.

4/25/2014 S Conference committee meeting to reconvene on 04-25-14 5:00PM in conference room 309.

4/25/2014 S

The Conference committee recommends that the measure be PASSED, WITH
AMENDMENTS. The votes of the Senate Conference Managers were as follows: 4 Aye(s):
Senator(s) Kahele, Ige, Galuteria, Kidani; Aye(s) with reservations: none ; 0 No(es): none;
and 1 Excused: Senator(s) Espero.

4/25/2014 H
The Conference Committee recommends that the measure be Passed, with Amendments.
The votes were as follows: 4 Ayes: Representative(s) Brower, Luke, Cachola, Johanson;
Ayes with reservations: none; 0 Noes: none; and 0 Excused: none.

4/25/2014 H Reported from Conference Committee (Conf Com. Rep. No. 145-14) as amended in (CD 1).

4/25/2014 H Forty-eight (48) hours notice Tuesday, 04-29-14.

4/25/2014 S Reported from Conference Committee as amended CD 1 (Conf. Com. Rep. No. 145-14).

4/25/2014 S 48 Hrs. Notice (as amended CD 1) 04-29-14.

4/29/2014 S Passed Final Reading, as amended (CD 1). 25 Aye(s); Aye(s) with reservations: Senator(s)
Taniguchi . 0 No(es): none. 0 Excused: none.

4/29/2014 H Passed Final Reading as amended in CD 1 with Representative(s) Kawakami voting aye
with reservations; none voting no (0) and Representative(s) Ito excused (1).
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EXECUTIVE CHAMBERS 
HONOLULU 

NEIL ABERCROMBIE 
GOVERNOR 	

GOV. MSG. NO. )303 
July 1, 2014 

The Honorable Donna Mercado Kim, 
President 
and Members of the Senate 

Twenty-Seventh State Legislature 
State Capitol, Room 409 
Honolulu, Hawaii 96813 

The Honorable Joseph M. Souki, 
Speaker and Members of the 
House of Representatives 

Twenty-Seventh State Legislature 
State Capitol, Room 431 
Honolulu, Hawaii 96813 

Dear President Kim, Speaker Souki, and Members of the Legislature: 

This is to inform you that on July 1, 2014, the following bill was signed into law: 

HB1702 HD2 SD2 CD1 RELATING TO THE CAPITAL INFRASTRUCTURE 
TAX CREDIT 
ACT 200 (14) 

 

 

NEIL ABERCROMBIE 
Governor, State of Hawaii 



Approved by the Governor 

JUL 	1 2014  
On 
HOUSE OF REPRESENTATIVES 
TWENTY-SEVENTH LEGISLATURE, 2014 
STATE OF HAWAII 

ACT 200  1702 

H.B. NO RD. 2 
S.D. 2 
C.D. 1 

A BILL FOR AN ACT 
RELATING TO THE CAPITAL INFRASTRUCTURE TAX CREDIT. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. The legislature finds that development of a new 

2 overseas container terminal and piers at the lower Kapalama 

3 military reservation site requires improvements on fast and 

4 submerged lands associated with piers twenty-four through 

5 twenty-eight to accommodate maritime dependent operators at 

6 Kapalama who are to be evicted and displaced. The total cost 

7 for the proposed master plan at the Kapalama site is estimated 

8 to be $243,000,000, which is being financed entirely by the 

9 State through revenue bonds and revenues from harbor tariffs and 

10 leases. None of these funds, however, will go toward assisting 

11 displaced maritime and waterfront dependent tenants of the 

12 Kapalama site. The displaced tenants will be relocated to 

13 various piers that have limited infrastructure, facilities, and 

14 utilities. These tenants must find ways to finance not only 

15 their move, but also significant capital improvements to state- 

16 owned land. 

17 	The legislature finds that the Kapalama container terminal 

18 project is critical to modernizing commercial harbors and that 

HB1702 CD]. HMS 2014-3482 
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Page 2 H.B. N O
1702 
11.D. 2 • 
S.D. 2 
CD. 1 

1 completion of the project will assure that harbor infrastructure 

2 is adequate to support sustained economic growth. The 

3 legislature also finds that supporting those maritime and 

waterfront dependent tenants displaced by the Kapalama container 

5 terminal project will facilitate the growth of commerce in the 

6 State and support maritime jobs. In light of state support 

7 provided for University of Hawaii-related tenants that have been 

8 displaced by the Kapalama container terminal project, the 

9 legislature finds it prudent and fair to also support the 

10 maritime dependent operators in Kapalama who are being displaced 

11 by the project. The solution proposed in this Act is to provide 

12 a capital infrastructure tax credit to help displaced tenants 

13 raise private equity capital. This approach is expected to: 

14 
	

(1) Mobilize private equity and near-equity capital for 

15 
	

investment in critical waterfront infrastructure in 

16 
	

Honolulu harbor; 

17 
	

(2) Retain the private sector culture of focusing on rate 

18 
	

of return in the investing process; 

19 
	

(3) Secure and retain the services of high quality trade 

20 
	

labor in the maritime industry in Hawaii; and 

H31702 CD1 HMS 2014-3482 

1111M11111111111111111111 



Page 3 H.B. NO 1702 
N.D. 2 
S.D. 2 
C.D. 1 

1 
	

(4) Accomplish the foregoing in a return-driven manner 

2 	 with the goal of minimizing any adverse impact on 

3 
	

state tax revenues. 

4 
	

Accordingly, the purpose of this Act is to establish a 

5 capital infrastructure tax credit to help tenants displaced by 

6 the Kapalama container terminal project in raising capital to 

7 make improvements on state-owned property upon relocation. 

8 	SECTION 2. Chapter 235, Hawaii Revised Statutes, is 

9 amended by adding a new section to be appropriately designated 

10 and to read as follows: 

11 
	

"5235 - 	Capital infrastructure tax credit.  (a) There 

12 shall be allowed to each taxpayer subject to the taxes imposed 

13 by this chapter a capital infrastructure tax credit that shall  

14 be deductible from the taxpayer's net income tax liability, if  

15 any, imposed by this chapter for the taxable year in which the  

16 capital infrastructure costs were paid or incurred.  

17 	(b) For the purpose of this section:  

18 	"Base investment" means the amount of money invested by an 

19 investor.  

20 	"Capital infrastructure costs" means capital expenditures,  

21 as used in section 263 of the Internal Revenue Code and the  

22 regulations promulgated thereunder; provided that the capital  

HB1702 CD1 HMS 2014-3482 
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H.B. NO 1702 
H.D. 2 
S.D. 2 
C.D. 1 

1 expenditures are for real property and fixtures that are paid or 

2 incurred in connection with the displaced tenant's move of the  

3 tenant's current active trade or business to the tenant's new 

4 location; provided further that the capital infrastructure costs  

5 shall not include amounts for which another credit is claimed.  

6 

	

	"Net income tax liability" means income tax liability 

reduced by all other credits allowed under this chapter.  

8 	"Qualified infrastructure tenant" means a business:  

9 	(1) That currently owns capital or property or maintains  

10 	 an office, operations, or facilities at the former  

11 	 Kapalama military reservation site;  

12 	(2)  Whose principal business is maritime, and waterfront 

13 	 dependent, and is included under the State's plan to 

14 	 relocate the business to piers twenty-four through  

15 	 twenty-eight within Honolulu harbor; and 

16 	(3) Will be displaced and relocated by the State pursuant  

17 	 to the Kapalama container terminal project.  

18 	(c) The amount of the tax credit shall be equal to fifty  

19 per cent of the capital infrastructure costs paid or incurred by 

20 the qualified infrastructure tenant during the taxable year up  

21 to a maximum of $2,500,000 in capital infrastructure costs in 

22 any taxable year, provided that the qualified infrastructure  

HB1702 CD1 HMS 2014-3482 
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H.D. 2 

a  S.D. 2 
C.D. 1 

1 tenant shall notify the taxpayer claiming the credit under 

2 subsection (a) of the amount of capital infrastructure costs  

3 which may be claimed.  

	

4 	(d) In the case of an entity taxed as a partnership,  

5 credit shall be determined at the entity level, but distribution 

6 and share of the credit may be determined notwithstanding 

7 section 704 of the Internal Revenue Code.  

	

8 	(e) The credit allowed under this section shall be claimed 

9 against the net income tax liability for the taxable year. If  

10 the tax credit under this section exceeds the taxpayer's income  

11 tax liability, the excess of the tax credit over liability may 

12 be used as a credit against the taxpayer's net income tax 

13 liability in subsequent years until exhausted. All claims,  

14 including amended claims, for a tax credit under this section 

15 shall be filed on or before the end of the twelfth month 

16 following the close of the taxable year for which the credit may 

17 be claimed. Failure to comply with the foregoing provision  

18 shall constitute a waiver of the right to claim the credit.  

	

19 	(f) This section shall not apply to taxable years  

20 beginning after December 31, 2019.  

1181702 0D1 HMS 2014-3482 
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H.B. NO 1702 
H.D. 2 
S.D. 2 
C.D. 1 

1 	(q) Any credit claimed under this section shall be 

2 recaptured following the close of the taxable year for which the 

3 credit is claimed if within three ears: 

4 	(1) The qualified infrastructure tenant fails to continue  

5 	 the line of business it conducted as of July 1, 2014;  

6 	 Or 

7 	(2)  The interest in the qualified infrastructure tenant,  

8 	 whether in whole or in part, has been sold, exchanged,  

9 	 withdrawn, or otherwise disposed of by the taxpayer  

10 	 claiming a credit under this section.  

11 The recapture shall be equal to one hundred per cent of the  

12 amount of the total tax credit claimed under this section in the  

13 preceding five taxable years, and shall be added to the  

14 taxpayer's tax liability for the taxable year in which the  

15 recapture occurs pursuant to this subsection.  

16 	(h) The director of taxation shall prepare any forms that  

17 may be necessary to claim a credit under this section. The  

18 director may also require the taxpayer to furnish information to 

19 ascertain the validity of the claim for credit made under this  

20 section. The director of taxation may adopt rules to effectuate  

21 the purposes of this section pursuant to chapter 91." 

1181702 CD1 HMS 2014-3482 
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S.D. 2 
C.D. 1 

1 	SECTION 3. Chapter 241, Hawaii Revised Statutes, is 

2 amended by adding a new section to be appropriately designated 

3 and to read as follows: 

4 	"5241 - 	Capital infrastructure tax credit.  The capital  

5 infrastructure tax credit established by section 235- 	shall  

6 be operative for this chapter for taxable years beginning after  

7 December 31, 2013." 

8 	SECTION 4. If any provision of this Act, or the 

9 application thereof to any person or circumstance, is held 

10 invalid, the invalidity does not affect other provisions or 

11 applications of the Act that can be given effect without the 

12 invalid provision or application, and to this end the provisions 

13 of this Act are severable. 

14 	SECTION 5. Statutory material to be repealed is bracketed 

15 and stricken. New statutory material is underscored. 

16 	SECTION 6. This Act shall take effect on July 1, 2014, and 

17 shall apply to taxable years beginning after December 31, 2013. 

APPROVED this 1  day of 
	

JUL 	, 2014 

GOVERNOR F THE STATE OF HAWAII 

HB1702 CD1 HMS 2014-3482 
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CONFERENCE COMMITTEE REP. NO. 1 -14

Honolulu, Hawaii

P~priIz’ 2014
RE: H.B. No. 1702

H.D. 2
S.D. 2
C.D. 1

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Honorable Donna Mercado Kim
President of the Senate
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir and Madam:

Your Committee on Conference on the disagreeing vote of the
House of Representatives to the amendments proposed by the Senate in
H.B. No. 1702, H.D. 2, S.D. 2, entitled:

“A BILL FOR AN ACT RELATING TO THE CAPITAL INFRASTRUCTURE TAX
CREDIT,”

having met, and after full and free discussion, has agreed to
recommend and does recommend to the respective Houses the final
passage of this bill in an amended form.

The purpose of this measure is to support those who are being
displaced by the Kapalama container terminal project by establishing
a capital infrastructure tax credit for taxpayers who invest in
tenants displaced by the Kapalama container terminal project.

Your Committee on Conference has amended this measure by:

(1) Specifying that the capital infrastructure tax credit
shall be for taxpayers for capital infrastructure costs
that were paid or incurred;

HB1702 CD1 HCCR HMS 2014-3482



CONFERENCE COMMITTEE REP. NO. 222’ -14
Page 2

(2) Clarifying the definition of “capital infrastructure
costs” and that it shall not include amounts for which
another credit is claimed;

(3) Removing ship repair from the list of principal businesses
in the definition of qualified infrastructure tenant;

(4) Specifying that the tax credit shall be equal to fifty
percent of the capital infrastructure costs paid or
incurred by the qualified infrastructure tenant during the
taxable year up to a cap of $2,500,000 in any taxable
year;

(5) Requiring notice from the qualified infrastructure tenant
to the taxpayer claiming the credit of the amount of costs
that may be claimed;

(6) Clarifying that the credit shall be determined for a
partnership at the entity level;

(7) Specifying that the tax credit may be recaptured within
three years under certain conditions and the recapture
percentage based on the credit claimed;

(8) Changing the effective date to July 1, 2014;

(9) Removing language pertaining to the inapplicability of
section 704(b) (2) of the Internal Revenue Code to
allocations of the capital infrastructure tax credit; and

(10) Making technical, nonsubstantive amendments for clarity,
consistency, and style.

As affirmed by the record of votes of the managers of your
Committee on Conference that is attached to this report, your
Committee on Conference is in accord with the intent and purpose of
H.B. No. 1702, H.D. 2, S.D. 2, as amended herein, and recommends
that it pass Final Reading in the form attached hereto as H.B. No.
1702, H.D. 2, S.D. 2, C.D. 1.

HB17O2 CD1 HCCR HMS 2014-3482
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Respectfully submitted on behalf
of the managers:

ON THE PART OF THE SENATE ON THE PART OF THE HOUSE

R~f~Chair

MICHELLE N. KID I, Co-Chair SCOTT Y. NISHIMOTO, Co-Chair
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Hawaii State Legislature

Record of Votes of a
Conference Conmiittee

tCR ~22~-14

Bill / Concurrent Resolution No.: Date/Time:

HB1702,HD2,SD2 4f2≤/zolLI- c:co~i
The recommendation of the House and Senate managers is to pass with amendments (CD).

~ The Conmiittee is reconsidering its previous decision.

J The recommendation of the Senate Manager(s) is to AGREE Li The recommendation of the House Manager(s) is to AGREE
to the House amendments made to the Senate Measure to the Senate amendments made to the House Measure.

Senate Managers A WR N E House Managers A WR N E

DELA CRUZ, Donovan M., Chr. YAMANE, Ryan I., Co-Chr.

KIDANI, Michelle N., Co-Chr. NISHIMOTO, Scott Y., Co-Chr.

WAKAT, Glenn - TAKAYAMA, Gregg

WARD, Gene

TOTAL ~ TOTAL

A = Aye WR = Aye with Reservations N Nay E = Excused

mendation is: House Recommendation is:

Not Adopted ~~dopted Li Not Adopted

ignature:

a—~------

Pink Goldenrod
House Clerk’s Office Senate Clerk’s Office Drafting Agency

Distribution: Original
File with Conference Committee Report



3 s  STAND. COM. REP. NO. 

Honolulu, Hawaii 

APR 0 4 2014 
RE : H.B. No. 1702 

H.D. 2 
S.D. 2 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Madam : 

Your Committee on Ways and Means, to which was referred H.B. 
No. 1702, H.D. 2, S.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO THE CAPITAL INFRASTRUCTURE TAX 
CREDIT, 

begs leave to report as follows: 

The purpose and intent of this measure is to support maritime 
dependent 
container 

More 

(3) 

Your 

operators who are being displaced by the Kapalama 
terminal project. 

specifically, this measure: 

Establishes a nonrefundable capital infrastructure tax 
credit for taxpayers who invest in tenants displaced by 
the Kapalama container terminal project; 

Allows allocations of the capital infrastructure tax 
credit to a partner under a partnership agreement even 
if the allocation does not have substantial economic 
effect; and 

Recaptures a portion of the capital infrastructure tax 
credit if certain conditions are not met at the close of 
any taxable year. 

Committee received written comments in support of this _ _  
measure from The Chamber of Commerce of Hawaii, Pacific Marine, 
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Pacific Shipyards International, Ship Repair Association of 
Hawaii, and seventy-two individuals. Written comments in 
opposition were received from Department of Taxation. The 
Department of Transportation and the Tax Foundation of Hawaii 
submitted written comments on the measure. 

Your Committee recognizes that the Kapalama container 
terminal project is critical to modernizing commercial harbors and 
that completion of the project will ensure that harbor 
infrastructure will support sustained economic growth. Your 
Committee notes that no funds have been set aside to assist 
displaced maritime and waterfront dependent tenants of the 
Kapalama si-te. Your Committee finds that the displaced tenants 
will be relocated to various piers that have limited 
infrastructure, facilities, and utilities, which will require 
significant capital improvement to state-owned land. In light of 
state support provided for University of Hawaii-related tenants 
who have been displaced by the Kapalama container terminal 
project, your Committee believes that it is also appropriate to 
support the maritime dependent operators in Kapalama who are being 
displaced by the project. 

Your Committee has amended this measure by: 

(1) Defining the term "base investment;Il and 

(2) Making technical nonsubstantive amendments for the 
purposes of consistency, clarity, and style. 

As affirmed by the record of votes of the members of your 
Committee on Ways and Means that is attached to this report, your 
Committee is in accord with the intent and purpose of H.B. 
No. 1702, H.D. 2, S.D. 1, as amended herein, and recommends that 
it pass Third Reading in the form attached hereto as H.B. 
No. 1702, H.D. 2, S.D. 2. 

Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 

HB1702 SD2 SSCR LRB 14-2357.dOC 
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HOUSE OF REPRESENTATIVES 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 2014 

1702 H.B. NO ' S.D.  H . D . ~  2 

A BILL FOR AN ACT 
RELATING TO THE CAPITAL INFRASTRUCTURE TAX CREDIT. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. The legislature finds that development of a new 

overseas container terminal and piers at the lower Kapalama 

military reservation site requires improvements on fast and 

submerged lands associated with piers twenty-four through 

twenty-eight to accommodate maritime dependent operators at 

Kapalama who are to be evicted and displaced. The total cost 

for the proposed master plan at the Kapalama site is estimated 

to be $243,000,000, which is being financed entirely by the 

State through revenue bonds and revenues from harbor tariffs and 

leases. None of these funds, however, will go toward assisting 

displaced maritime and waterfront dependent tenants of the 

Kapalama site. The displaced tenants will be relocated to 

various piers that have limited infrastructure, facilities, and 

utilities. These tenants must find ways to finance not only 

their move, but also significant capital improvements to state- 

owned land. . e  . 

The legislature finds that the Kapalama container terminal 

project is critical to modernizing commercial harbors and that 

HB1702 SD2 LRB 14-2357.dOC 



Page 2 1702 H.B.NO H.D.* 
' S.D. 2 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

completion of the project will assure that harbor infrastructure 

is adequate to support sustained economic growth. The 

legislature also finds that supporting those maritime and 

waterfront dependent tenants displaced by the Kapalama container 

terminal project will facilitate the growth of commerce in the 

State and support maritime jobs. In light of state support 

provided for University of Hawaii-related tenants that have been 

displaced by the Kapalama container terminal project, the 

legislature finds it prudent and fair to also support the 

maritime dependent operators in Kapalama who are being displaced 

by the project. The solution proposed in this Act is to provide 

a capital infrastructure tax credit to help displaced tenants 

raise private equity capital. This approach is expected to: 

(1) Mobilize private equity and near-equity capital for 

investment in critical waterfront infrastructure in 

Honolulu harbor; 

(2) Retain the private sector culture of focusing on rate 

of return in the investing process; 

( 3 )  Secure and retain the services of high quality trade 

labor in the maritime industry in Hawaii; and 



Page 3 1702 H.B.NO ' S.D. H . D . ~  2 

1 (4) Accomplish the foregoing in a return-driven manner 

2 with the goal of minimizing any adverse impact on 

3 state tax revenues. 

4 Accordingly, the purpose of this Act is to establish a 

5 capital infrastructure tax credit to help tenants displaced by 

6 the Kapalama container terminal project in raising capital to 

7 make improvements on state-owned property upon relocation. 

8 SECTION 2. Chapter 235, Hawaii Revised Statutes, is 

9 amended by adding a new section to be appropriately designated 

10 and to read as follows: 

11 "s235- C a p i t a l  i n f r a s t r u c t u r e  t a x  credit. (a) There 

12 shall be allowed to each investor subject to the taxes imposed 

13 by this chapter a capital infrastructure tax credit for an 

14 investment in a qualified infrastructure tenant that shall be 

15 deductible from the taxpayer's net income tax liability, if any, 

16 

17 capital infrastructure investment was made; provided that the 

18 credit is properly claimed. 

19 (b) For the .purpose of this section: 

20 "Base investmenttr means the amount of money invested by an 

21 investor. 

HB1702 SD2 LRB 14-2357.dOC 
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"Capital infrastructure costs11 means capital expenditures, 

as used in section 263 of the Internal Revenue Code and the 

regulations promulgated thereunder; provided that the capital 

expenditures are paid or incurred in connection with the 

displaced tenant's move of the tenant's current active trade or 

business to the tenant's new location. 

"Net income tax liability" means income tax liability 

reduced by all other credits allowed under this chapter. 

"Qualified infrastructure tenant" means a business that: 

(1) 

(2) 

(3) 

Currently owns capital or property or maintains an 

office, operations, or facilities at the former 

Kapalama military reservation site; 

Whose principal business is ship repair, maritime, and 

waterfront dependent, and is included under the 

State's plan to relocate the business to piers twenty- 

four through twenty-eight within Honolulu harbor; and 

Will be displaced and relocated by the State pursuant 

to the Kapalama container terminal project. 

The amount of the tax credit shall be eaual to 

per cent of the capital infrastructure costs incurred by the 

taxpayer during the taxable year up to a maximum of $ 

in capital infrastructure costs in any taxable year. 

HB1702 SD2 LRB 14-2357.doc 
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(d) The credit allowed under this section shall be claimed 

against the net income tax liability for the taxable year. If 

the tax credit under this section exceeds the taxpayer's income 

tax liability, the excess of the tax credit over liability may 

be used as a credit against the taxpayer's net income tax 

liability in subsequent years until exhausted. All claims, 

including amended claims, for a tax credit under this section 

shall be filed on or before the end of the twelfth month 

following the close of the taxable year for which the credit may 

be claimed. Failure to comply with the foregoing provision 

shall constitute a waiver of the right to claim the credit. 

(e) This section shall not apply to taxable years 

beginning after December 31, 2019. 

(f) If at the close of any taxable year: 

- (1) The qualified infrastructure tenant no longer fulfulls 

the requirements under subsection (b); 

- (2) The qualified infrastructure tenant or an interest in 

the qualified infrastructure tenant has been sold by 

the taxpayer making a base investment in the qualified 

infrastructure tenant; or 

HB1702 SD2 LRB 14-2357.doc 
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1 - (3) The taxpayer has withdrawn the taxpayer's base 

2 investment wholly or partially from the qualified 

3 infrastructure tenant, 

4 the tax credit claimed under this section shall be recaDtured. 

5 The recapture shall be equal to per cent of the 

6 amount of the total tax credit claimed under this section in the 

7 3  

8: 

9 infrastructure costs as defined in subsection (b). The amount 

10 of the recaptured tax credit determined under this subsection 

11 shall be added to the taxpayer's tax liability for the taxable 

12 year in which the recapture occurs pursuant to this subsection. 

13 (9) The director of taxation shall prepare any forms that 

14 may be necessary to claim a credit under this section. The 

15 director may also require the taxpayer to furnish information to 

16 ascertain the validity of the claim for credit made under this 

17 

18 the purposes of this section pursuant to chapter 91." 

19 SECTION 3 .  Section 235-2.45, Hawaii Revised Statutes, is 

20 amended by amending subsection (d) to read as follows: 

21 "(d) Section 704 of the Internal Revenue Code (with 

22 respect to a partner's distributive share) shall be operative 

HB1702 SD2 LRB 14-2357.doc 
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for purposes of this chapter; except that section 704(b)(2) 

shall not 

(1) 

(4 1 

(5) 

apply to: 

Allocations of the high technology business investment 

tax credit allowed by section 235-110.9 for 

investments made before May 1, 2009; 

Allocations of net operating loss pursuant to section 

235-111.5; 

Allocations of the attractions and educational 

facilities tax credit allowed by section 235-110.46; 

[el 

Allocations of low-income housing tax credits among 

partners under section 235-110.8[,1; or 

Allocations of the capital infrastructure tax credit 

allowed by section 235- . I 1  

SECTION 4. If any provision of this Act, or the 

application thereof to any person or circumstance, is held 

invalid, the invalidity does not affect other provisions or 

applications of the Act that can be given effect without the 

invalid provision or application, and to this end the provisions 

of this Act are severable. 

SECTION 5. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 
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S.D. 2 
H.B.-NO H.D.* 

1 SECTION 6. This Act shall take effect on July 1, 2050, and 

2 shall apply to taxable years beginning after December 31, 2013. 
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Report Title: 
Capital Infrastructure Tax Credit; Kapalama Container Terminal 
Project; Displaced Tenants 

Description : 
Creates a capital infrastructure tax credit for investors who 
invest in qualified infrastructure tenants who are displaced by 
the Kapalama container terminal project. Allows allocations of 
the capital infrastructure tax credit to a partner under a 
partnership agreement even if the allocation does not have 
substantial economic effect. Recaptures an unspecified 
percentage of the capital infrastructure tax credit if the 
qualified infrastructure tenant does not meet certain conditions 
at the close of any taxable year. Effective 7/1/2050. (SD2) 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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a47 STAND. COM. REP. NO. 

Honorable Donna Mercado Kim 
President of the Senate 
Twenty-Seventh State Legislature 
Regular Session of 2014 
State of Hawaii 

Honolulu, Hawaii 

MAR 12 2014 
RE : H.B. No. 1702 

H.D. 2 
S.D. 1 

Madam : 

Your Committee on Economic Development, Government Operations. 
and Housing, to which was referred H.B. No. 1702, H.D. 2, 
entitled : 

"A BILL FOR AN ACT RELATING TO THE CAPITAL INFRASTRUCTURE TAX 
CREDIT, 'I 

begs leave to report as follows: 

The purpose and intent of this measure is to create a capital 
infrastructure tax credit for tenants displaced by the Kapalama 
container terminal project and banks and other financial 
corporations for costs related to capital investments on state 
land incurred due to the displacement. 

Your Committee received testimony in support of this measure 
from The Chamber of Commerce of Hawaii, Pacific Shipyards 
International, and seventy individuals. Your Committee received 
testimony in opposition to this measure from the Department of 
Taxation. Your Committee received comments on this measure from 
the Department of Transportation and Tax Foundation of Hawaii. 

Your Committee finds that development of a new overseas 
container terminal and piers at the lower Kapalama military 
reservation site requires improvements on fast and submerged lands 
associated with piers twenty-four through twenty-eight to 
accommodate maritime dependent operators at Kapalama who are to be 
evicted and displaced. The total cost for the proposed master 
plan at the Kapalama site is estimated to be $243,000,000. 

2014-1681 SSCR SMA.doc 
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However, none of these funds will go toward assisting displaced 
maritime and waterfront dependent tenants of the Kapalama site. 
These tenants must find ways to finance not only their move, but 
also significant capital improvements to state-owned land. 

Your Committee has amended this measure by deleting its 
contents and inserting the contents of S.B. No. 2322, S.D. 2, 
which are substantively similar, except that the measure: 

Allows investors who make investments in qualified 
infrastructure tenants, rather than the qualified 
infrastructure tenants, to qualify for the capital 
infrastructure tax credit; 

Defines "capital infrastructure costs" to mean capital 
expenditures, as defined in Section 263 of the Internal 
Revenue Code and the regulations promulgated thereunder; 
provided that the capital expenditures are paid or 
incurred in connection with the displaced tenant's move 
of the tenant's current active trade or business to the 
tenant's new location; 

Recaptures an unspecified percentage of the capital 
infrastructure tax credit if the qualified 
infrastructure tenant does not meet certain conditions 
at the close of any taxable year; 

Requires the Director of Taxation to prepare any forms 
that may be necessary to claim a credit under this 
measure; and 

Has an effective date of July 1, 2050, and does not 
include a repeal date. 

As affirmed by the record of votes of the members of your 
Committee on Economic Development, Government Operations and 
Housing that is attached to this report, your Committee is in 
accord with the intent and purpose of H.B. No. 1702, H.D. 2, as 
amended herein, and recommends that it pass Second Reading in the 
form attached hereto as H.B. No. 1702, H.D. 2, S.D. 1, and be 
referred to the Committee on Ways and Means. 
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Respectfully submitted on 
behalf of the members of the 
Committee on Economic 
Development, Government 
Operations and Housing 7 7 ,  

DONOVAN M. DELL CRUZ, 
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HOUSE OF REPRESENTATIVES 

STATE OF HAWAII 
TWENTY-SEVENTH LEGISLATURE, 2014 

1702 H.B. NO H . D . ~  
' S.D. 1 

A BILL FOR AN ACT 
RELATING TO THE CAPITAL INFRASTRUCTURE TAX CREDIT. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. The legislature finds that development of a new 

overseas container terminal and piers at the lower Kapalama 

military reservation site requires improvements on fast and 

submerged lands associated with piers twenty-four through 

twenty-eight to accommodate maritime dependent operators at 

Kapalama who are to be evicted and displaced. The total cost 

for the proposed master plan at the Kapalama site is estimated 

to be $243,000,000, which is being financed entirely by the 

State through revenue bonds and revenues from harbor tariffs and 

leases. None of these funds, however, will go toward assisting 

displaced maritime and waterfront dependent tenants of the 

Kapalama site. The displaced tenants will be relocated to 

various piers that have limited infrastructure, facilities, and 

utilities. These tenants must find ways to finance not only 

their move, but also significant capital improvements to state- 

owned land. 

The legislature finds that the Kapalama container terminal 

project is critical to modernizing commercial harbors and that 

2014-1681 HB1702 SD1 SJYIA.doc 
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completion of the project will assure that harbor infrastructure 

is adequate to support sustained economic growth. The 

legislature also finds that supporting those maritime and 

waterfront dependent tenants displaced by the Kapalama container 

terminal project supports the growth of commerce in the State 

and supports maritime jobs. In light of state support provided 

for University of Hawaii-related tenants that have been 

displaced by the Kapalama container terminal project, the 

legislature finds it prudent and fair to also support the 

maritime dependent operators in Kapalama who are being displaced 

by the project. The solution proposed in this Act is to provide 

a capital infrastructure tax credit to help displaced tenants 

raise private equity capital. This approach is expected to: 

(1) Mobilize private equity and near-equity capital for 

investment in critical waterfront infrastructure in 

Honolulu harbor; 

(2) Retain the private sector culture of focusing on rate 

of return in the investing process; 

(3) Secure and retain the services of high quality trade 

labor in the maritime industry in Hawaii; and 
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(4) Accomplish the foregoing in a return-driven manner 

with the goal of minimizing any adverse impact on 

state tax revenues. 

Accordingly, the purpose of this Act is to establish a 

capital infrastructure tax credit to help tenants displaced by 

the Kapalama container terminal project in raising capital to 

make improvements on state-owned property upon relocation. 

SECTION 2. Chapter 235, Hawaii Revised Statutes, is 

amended by adding a new section to be appropriately designated 

and to read as follows: 

'I si 2 3 5 - Capital infrastructure tax credit. (a) There 

shall be allowed to each investor subject to the taxes imposed 

by this chapter a capital infrastructure tax credit for an 

14 investment in a aualified infrastructure tenant that shall be 

15 

16 

17 

18 

19 

20 

22 

deductible from the taxpayer's net income tax liability, if any, 

imposed by this chapter for the taxable year in which the 

capital infrastructure investment was made; provided that the 

credit is properly claimed. 

(b) For the purpose of this section: 

"Capital infrastructure costs" means capital expenditures, 

as defined in Section 263 of the Internal Revenue Code and the 

regulations promulgated thereunder; provided that the capital 

2014-1681 HB1702 SD1 SMA.doc 
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expenditures are paid or incurred in connection with the 

displaced tenant's move of the tenant's current active trade or 

business to the tenant's new location. 

"Net income tax liability'' means income tax liability 

reduced by all other credits allowed under this chapter. 

"Oualified infrastructure tenant" means a business that: 

(1) 

(2) 

(3) 

Currently owns capital or property or maintains an 

office, operations, or facilities at the former 

Kapalama military reservation site; 

Whose principal business is ship repair, maritime, and 

waterfront dependent, and is included under the 

State's plan to relocate the business to piers twenty- 

four through twenty-eight within Honolulu harbor; and 

Will be displaced and relocated by the State pursuant 

to the Kapalama container terminal project. 

(c) The amount of the tax credit shall be equal to 

per cent of the capital infrastructure costs incurred by the 

taxpayer during the taxable year up to a maximum of $ 

in capital infrastructure costs in any taxable year. 

(d) The credit allowed under this section shall be claimed 

against the net income tax liability for the taxable year. If 

the tax credit under this section exceeds the taxpayer's income 

2014-1681 HB1702 SD1 SMA.doc 
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tax liability, the excess of the tax credit over liability may 

be used as a credit against the taxpayer's net income tax 

liability in subsequent years until exhausted. All claims, 

including amended claims, for a tax credit under this section 

shall be filed on or before the end of the twelfth month 

following the close of the taxable year for which the credit may 

be claimed. Failure to comply with the foregoing provision 

shall constitute a waiver of the right to claim the credit. 

(e) This section shall not apply to-taxable years 

beginning after December 31, 2019. 

(f) If at the close of any taxable year: 

(1) 

(2) 

(3) 

The qualified infrastructure tenant no longer 

qualifies for the tax credit established under this 

sect ion ; 

The aualified infrastructure tenant or an interest in 

the qualified infrastructure tenant has been s o l d  by 

the taxpayer making a base investment in the qualified 

infrastructure tenant; or 

The taxpayer has withdrawn the taxpayer's base 

investment wholly or partially from the qualified 

infrastructure tenant, 

the tax credit claimed under this section shall be recaptured. 
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The recapture shall be equal to per cent of the 

amount of the total tax credit claimed under this section in the 

preceding five taxable years. The amount of the tax credit 

recaptured shall apply only to the investment in capital 

infrastructure costs as defined in subsection (b). The amount 

of the recaptured tax credit determined under this subsection 

shall be added to the taxpayer's tax liability for the taxable 

year in which the recapture occurs pursuant to this subsection. 

(9) The director of taxation shall prepare any forms that 

may be necessary to claim a credit under this section. The 

director may also require the taxpayer to furnish information to 

ascertain the validity of the claim for credit made under this 

section. The director of taxation may adopt rules to effectuate 

the purposes of this section pursuant to chapter 91." 

SECTION 3. Section 235-2.45, Hawaii Revised Statutes, is 

amended by amending subsection (d) to read as follows: 

"(d) Section 704 of the Internal Revenue Code (with 

respect to a partner's distributive share) shall be operative 

for purposes of this chapter; except that section 704(b)(2) 

shall not apply to: 

2014-1681 HB1702 SD1 SMA.doc 
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(1) Allocations of the high technology business investment 

tax credit allowed by section 235-110.9 for 

investments made before May 1, 2009; 

(2) Allocations of net operating l o s s  pursuant to section 

235-111.5; 

(3) Allocations of the attractions and educational 

facilities tax credit allowed by section 235-110.46; 

(4) Allocations of low-income housing tax credits among 

partners under section 235-110.8[T]; or 

- (5) Allocations of the capital infrastructure tax credit 

allowed by section 235- . ‘ I  

SECTION 4. If any provision of this Act, or the 

application thereof to any person or circumstance, is held 

invalid, the invalidity does not affect other provisions or 

applications of the Act that can be given effect without the 

invalid provision or application, and to this end the provisions 

of this Act are severable. 

SECTION 5. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

2014-1681 HB1702 SD1 SMA.doc 
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S.D. 1 
H.B. NO. H . D . ~  

1 SECTION 6. This Act shall take effect on July 1, 2050, and 

2 shall apply to taxable years beginning after December 31, 2013. 
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Report Title: 
Capital Infrastructure Tax Credit; Kapalama Container Terminal 
Project; Displaced Tenants 

Description: 
Creates a capital infrastructure tax credit for investors who 
invest in qualified infrastructure tenants who are displaced by 
the Kapalama container terminal project. Allows allocations of 
the capital infrastructure tax credit to a partner under a 
partnership agreement even if the allocation does not have 
substantial economic effect. Recaptures an unspecified 
percentage of the capital infrastructure tax credit if the 
qualified infrastructure tenant does not meet certain conditions 
at the close of any taxable year. Effective 7/1/2050. (SD1) 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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STAND. COM. REP. NO. -14

Honolulu, Hawaii
2014

RE: H.B. No. 1702
H.D. 2

Honorable Joseph M. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Committee on Finance, to which was referred H.B. No.
1702, H.D. 1, entitled:

“A BILL FOR AN ACT RELATING TO THE CAPITAL INFRASTRUCTURE TAX
CREDIT,”

begs leave to report as follows:

The purpose of this measure is to help tenants displaced by
the Kapalama Container Terminal Project by:

(1) Establishing a capital infrastructure tax credit
available to displaced tenants, banks, and other
financial institutions for costs of capital investments
in state land incurred due to the displacement and
providing for its application in the same manner as
other similar credits; and

(2) Reinstating the technology infrastructure renovation tax
credit through 2019.

The Chamber of Commerce of Hawaii; Pacific Shipyards
International; Navatek, Ltd.; and numerous individuals provided
testimony in support of this measure. The Department of Taxation,
Department of the Attorney General, Department of Transportation,
and Tax Foundation of Hawaii provided comments on this measure.

HB1702 HD2 HSCR FIN HMS 2014-2124



STAND. COM. REP. NO. -14
Page 2 ‘4

Your Committee has amended this measure by:

(1) Making the amount of the capital infrastructure tax
credit cap an unspecified amount;

(2) Deleting the provision reinstating the technology
infrastructure tax credit through 2019;

(3) Changing its effective date to July 1, 2030, for the
purpose of facilitating further discussion; and

(4) Making technical, nonsubstantive amendments for the
purposes of clarity, consistency, and style.

As affirmed by the record of votes of the members of your
Committee on Finance that is attached to this report, your
Committee is in accord with the intent and purpose of H.B. No.
1702, H.D. 1, as amended herein, and recommends that it pass Third
Reading in the form attached hereto as H.B. No. 1702, H.D. 2.

Respectfully submitted on
behalf of the members of the
Committee on Finance,

~
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State of Hawaii
House of Representatives

The Twenty-seventh Legislature

Record of Votes of the Committee on Finance

Bill/Resolution No.: Committee Referral: Date:

HB 1702, HD1 TPN, FIN 2/20/2014

U The committee is reconsidering its previous decision on the measure.

The recommendation is to: U Pass, unamended (as is) )~Pass, with amendments (HD) U Hold

U Pass short form bill with HD to recommit for future public hearing (recommit)

FIN Members Ayes Ayes (WR) Nays Excused

1. LUKE, Sylvia (C)

2. NISHIMOTO, Scott Y. (VC) —

3. JOHANSON, Aaron Ling (VC)

4. CULLEN, Ty J.K. 7
5. HAS~EM, Mark J.

6. ING, Kaniela
7• JORDAN, Jo 7

8. KOBAYASHI, Bertrand /
9. LOWEN, Nicole E.

10. MORIKAWA, Dee

11. OMSHI, Richard H.K. 4,
12. TAKAYAMA, Gregg

13. TOKIOKA, James Kunane

14. WOODSON, Justin H.

15. YAMASHITA, Kyle T. 7,
16. FUKUMOTO, Beth

17. WARD, Gene

TOTAL (17) L ¶ (
The recommendation is: ~,~dopted U Not Adopted

If joint referral, did not support recommendation.
committee acronym(s)

Vice Chair’s or designee’s signat~?~~~

Distribution: Original (White) — Committee Duplicate (Yellow) — Chief Clerks Office Duplicate (Pink) — HMSO



HOUSE OF REPRESENTATIVES ~ 1702
TWENTY-SEVENTH LEGISLATURE, 2014 IN H.D. 2
STATE OF HAWAII

A BILL FOR AN ACT
RELATING TO THE CAPITAL INFRASTRUCTURE TAX CREDIT.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

1 SECTION 1. The legislature finds that development of a new

2 overseas container terminal and piers at the lower Kapalama

3 military reservation site requires improvements on fast and

4 submerged lands associated with piers twenty-four through

5 twenty-eight to accommodate maritime dependent operators at

6 Kapalama who are to be evicted and displaced. The total cost

7 for the proposed master plan at the Kapalama site is estimated

8 to be $243,000,000, which is being financed entirely by the

9 State through revenue bonds and revenues from harbor tariffs and

10 leases. None of these funds, however, will go toward assisting

11 displaced maritime and waterfront dependent tenants of the

12 Kapalama site. The displaced tenants will be relocated to

13 various piers that have limited infrastructure, facilities, and

14 utilities. These tenants must find ways to finance not only

15 their move, but also significant capital improvements to state

16 owned land.

17 The legislature finds that the Kapalama container terminal

18 project is critical to modernizing its commercial harbors and

HB1702 HD2 HMS 2014—2124
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1 that completion of the project will assure that harbor

2 infrastructure is adequate to support sustained economic growth.

3 The legislature also finds that supporting those maritime and

4 waterfront dependent tenants displaced by the Kapalama container

5 terminal project supports the growth of commerce in the State

6 and supports maritime jobs. In light of state support provided

7 for University of Hawaii-related tenants that have been

8 displaced by the Kapalama container terminal project, the

9 legislature finds it prudent and fair to also support the

10 maritime-dependent operators in Kapalama who are being displaced

11 by the project. The solution proposed in this Act is to provide

12 a capital infrastructure tax credit to help displaced tenants

13 raise private equity capital. This approach is expected to:

14 (1) Mobilize private equity and near-equity capital for

15 investment in critical waterfront infrastructure in

16 Honolulu harbor;

17 (2) Retain the private sector culture of focusing on rate

18 of return in the investing process;

19 (3) Secure and retain the services of high quality trade

20 labor in the maritime industry in Hawaii; and

HB1702 HD2 HMS 2014—2124
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1 (4) Accomplish the foregoing in a return-driven manner

2 with the goal of minimizing any adverse impact on

3 state tax revenues.

4 Accordingly, the purpose of this Act is to establish a

5 capital infrastructure tax credit to help tenants displaced by

6 the Kapalama container terminal project in raising capital to

7 make improvements on state-owned property upon relocation.

8 SECTION 2. Chapter 235, Hawaii Revised Statutes, is

9 amended by adding a new section to be appropriately designated

10 and to read as follows:

11 “~235- Capital infrastructure tax credit. (a) There

12 shall be allowed to each qualified infrastructure tenant subject

13 to the taxes imposed by this chapter a capital infrastructure

14 tax credit that shall be deductible from the taxpayer’s net

15 income tax liability, if any, imposed by this chapter for the

16 taxable year in which the capital infrastructure investment was

17 made; provided that the credit is properly claimed.

18 (b) For the purpose of this section:

19 “Net income tax liability” means income tax liability

20 reduced by all other credits allowed under this chapter.

21 “Qualified infrastructure tenant” means a business:

HB1702 HD2 HMS 2014—2124
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1 (1) That currently owns capital or property or maintains

2 an office, operations, or facilities at the former

3 Kapalama military reservation site;

4 (2) Whose principal business is ship repair, maritime, and

5 waterfront dependent, and is included under the

6 State’s plan to relocate the business to piers twenty-

7 four through twenty-eight within Honolulu harbor; and

8 (3) That will be displaced and relocated by the State

9 pursuant to the Kapalama container terminal project.

10 (c) The amount of the tax credit shall be equal to per

11 cent of the capital infrastructure costs incurred by the

12 taxpayer during the taxable year up to a maximum of $ in

13 capital infrastructure costs in any taxable year.

14 (d) The credit allowed under this section shall be claimed

15 against the net income tax liability for the taxable year. If

16 the tax credit under this section exceeds the taxpayer’s income

17 tax liability, the excess of the tax credit over liability may

18 be used as a credit against the taxpayer’s net income tax

19 liability in subsequent years until exhausted. Every claim,

20 including amended claims, for a tax credit under this section

21 shall be filed on or before the end of the twelfth month

22 following the close of the taxable year for which the credit may

HB1702 HD2 EMS 2014-2124
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1 be claimed. Failure to comply with this subsection shall

2 constitute a waiver of the right to claim the credit.

3 (e) This section shall not apply to taxable years

4 beginning after December 31, 2019.

5 (f) Pursuant to chapter 91, the director of taxation may

6 adopt any rules or forms necessary to carry out this section.”

7 SECTION 3. Chapter 241, Hawaii Revised Statutes, is

8 amended by adding a new section to be appropriately designated

9 and to read as follows:

10 “~241- Capital infrastructure tax äredit. The capital

11 infrastructure tax credit established by section 235- shall

12 be operative for this chapter for taxable years beginning after

13 December 31, 2013.”

14 SECTION 4. Section 235-2.45, Hawaii Revised Statutes, is

15 amended by amending subsection (d) to read as follows:

16 “(d) Section 704 of the Internal Revenue Code (with

17 respect to a partner’s distributive share) shall be operative

18 for purposes of this chapter; except that section 704(b) (2)

19 shall not apply to:

20 (1) Allocations of the high technology business investment

21 tax credit allowed by section 235-110.9 for

22 investments made before May 1, 2009;

HB1702 HD2 HMS 2014-2124
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1 (2) Allocations of net operating loss pursuant to section

2 235—111.5;

3 (3) Allocations of the attractions and educational

4 facilities tax credit allowed by section 235-110.46;

5 [e.~]

6 (4) Allocations of low-income housing tax credits among

7 partners under section 235-11O.8[--]; or

8 (5) Allocations of the capital infrastructure tax credit

9 allowed by section 235- • TI

10 SECTION 5. If any provision of this Act, or the

11 application thereof to any person or circumstance, is held

12 invalid, the invalidity does not affect other provisions or

13 applications of the Act that can be given effect without the

14 invalid provision or application, and to this end the provisions

15 of this Act are severable.

16 SECTION 6. Statutory material to be repealed is bracketed

17 and stricken. New statutory material is underscored.

18 SECTION 7. This Act shall take effect on July 1, 2030, and

19 shall apply to taxable years beginning after December 31, 2013;

20 provided that on December 31, 2019, this Act shall be repealed

21 and section 235-2.45, Hawaii Revised Statutes, shall be

HB1702 HD2 EMS 2014-2124
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1 reenacted in the form in which it read on the day before the

2 effective date of this Act.

HB1702 HD2 HMS 2014—2124



1702H.B. NC).

Report Title:
Capital Infrastructure Tax Credit; Kapalama Container Terminal
Project; Displaced Tenants

Description:
Creates a capital infrastructure tax credit available to tenants
displaced by the Kapalama container terminal project, banks, and
other financial corporations for costs related to capital
investments on state land incurred due to the displacement.
Effective July 1, 2030. (HB1702 HD2)

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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STAND. COM. REP. NO. -14

Honolulu, Hawaii
,2014

RE: H.B. No. 1702
H.D. 1

Honorable Joseph 14. Souki
Speaker, House of Representatives
Twenty-Seventh State Legislature
Regular Session of 2014
State of Hawaii

Sir:

Your Conimittee on Transportation, to which was referred H.B.
No. 1702 entitled:

“A BILL FOR AN ACT RELATING TO THE CAPITAL INFRASTRUCTURE TAX
CREDIT,”

begs leave to report as follows:

The purpose of this measure is to help tenants displaced by
the Kapalarna Container Terminal Project by:

(1) Establishing a Capital Infrastructure Tax Credit;

(2) Enabling banks and other financial institutions to. claim
the Capital Infrastructure Tax Credit;

(3) Amending section 235-2.45, Hawaii Revised Statutes, to
provide that section 704(b) (2) of the Internal Revenue
Code shall not apply to allocations of the Capital
Infrastructure Tax Credit; and

(4) Reinstating the Technology Infrastructure Renovation tax
Credit through 2019.

The Chamber of Conimerce of Hawaii; UTS Maritime Services,
LLC; Pacific Marine; Navatek, Ltd.; HSI Mechanical, Inc.; Unitek
Contracting Group; Pacific Shipyards International; and numerous
individuals provided testimony in support of this measure. The

HB1702 HD1 HSCR TEN IThIS 2014-1461
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Page 2

alt, -14

Department of the Attorney General, Department of Taxation, and
Tax Foundation of Hawaii commented on this measure.

Your Committee has amended this measure by:

(1) Clarifying that the Capital Infrastructure Tax Credit
applies to capital infrastructure investments made for a
taxable year;

(2) Specifying that the amount of the tax credit shall be
equal to fifty per cent of the capital infrastructure
costs incurred; and

(3) Repealing the Capital Infrastructure Tax Credit on
December 31, 2019, and reenacting section 235-2.45,
Hawaii Revised Statutes, in its original form upon
repeal.

As affirmed by the recotd of votes of the members of your
Committee on Transportation that is attached to this report, your
Committee is in accord with the intent and purpose of H.B. No.
1702, as amended herein, and recommends that it pass Second
Reading in the form attached hereto as H.B. No. 1702, H.D. 1, and
be referred to the Committee on Finance.

HB1702 HD1 HSCR TRN HMS 2014-1461

Respectfully submitted on
behalf of the members of the
Committee on Transportation,

Chair



State of Hawaii
House of Representatives

The Twenty-seventh Legislature

Record of Votes of the Committee on Transportation

BllhlResolution No.: Committee Referral: Date:n~
U The committee is reconsidering its previous decision on the measure.

The recommendation is to: U Pass, unamended (as is) ~W Pass, with amendments (HD) U Hold
U Pass short form bill with HD to recommit for future public hearing (recommit)

TRN Members Ayes Ayes (WR) Nays Excused

1. YAMANE, Ryan I. (C)

2. TAKAYAMA, Gregg (VC)

3. AQUINO, Henry J.C.

4. LIAR, Sharon E.

S. LCHIYAMA, Linda

6. ING, Kaniela

7. NAKASHIMA, Mark M.

8. TAKUMI, Roy M.

9. YAMASHITA, Kyle T.

10. FUKUMOTO, Beth

TOTAL(1O) - ‘1 0 0

The recommendation is: VAdopted U Not Adopted

If joint referral, did not support recommendation.
committee acronym(s)

Vice Chair’s or designee’s signature: Q.”~’)r~v~’“Y”

Distribution: Original (White) — Committee Duplicate (Yellow) — Chief Clerk’s Office Duplicate (Pink) — HMSO



HOUSE OF REPRESENTATIVES k 1702
TWENTY-SEVENTH LEGISLATURE, 2014 IN H.D. 1
STATE OF HAWAII

A BILL FOR AN ACT
RELATING TO THE CAPITAL INFRASTRUCTURE TAX CREDIT.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

1 SECTION 1. The legislature finds that development of a new

2 overseas container terminal and piers at the lower Kapalaina

3 military reservation site requires improvements on fast and

4 submerged lands associated with piers twenty-four through

5 twenty-eight to accommodate maritime dependent operators at

6 .Kapalarna who are to be evicted and displaced. The total cost

7 for the proposed master plan at the Kapalama site is estimated

8 to be $243,000,000, which is being financed entirely by the

9 State through revenue bonds and revenues from harbor tariffs and

10 leases. None of these funds, however, will go toward assisting

11 displaced maritime and waterfront dependent tenants of the

12 Kapalaina site. The displaced tenants will be relocated to

13 various piers that have limited infrastructure, facilities, and

14 utilities. These tenants must find ways to finance not only

15 their move, but also significant capital improvements to state

16 owned land.

17 The legislature finds that the Kapalama container terminal

18 project is critical to modernizing its commercial harbors and
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1 that completion of the project will assure that harbor

2 infrastructure is adequate to support sustained economic growth.

3 The legislature also finds that supporting those maritime and

4 waterfront dependent tenants displaced by the Kapalama container

5 terminal project supports the growth of commerce in the State

6 and supports maritime jobs. In light of state support provided

7 for University of Hawaii-related tenants that have been

8 displaced by the Kapalama container terminal project, the

9 legislature finds it prudent and fair to also support the

10 maritime-dependent operators in Kapálama who are being displaced

11 by the project. The solution proposed in this Act is to provide

12 a capital infrastructure tax credit to help displaced tenants

13 raise private equity capital. This approach is expected to:

14 (1) Mobilize private equity and near-equity capital for

15 investment in critical waterfront infrastructure in

16 Honolulu harbor;

17 (2) Retain the private sector culture of focusing on rate

18 of return in the investing process;

19 (3) Secure and retain the services of high quality trade

20 labor in the maritime industry in Hawaii; and

HB17O2 HOl EMS 2014—1461
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1 (4) Accomplish the foregoing in a return-driven manner

2 with the goal of minimizing any adverse impact on

3 state tax revenues.

4 Accordingly, the purpose of this Act is to establish a

5 capital infrastructure tax credit to help tenants displaced by

6 the Kapalama container terminal project in raising capital to

7 make improvements on state-owned property upon relocation.

8 SECTION 2. Chapter 235, Hawaii Revised Statutes, is

9 amended by adding a new section to be appropriately designated

10 and to read as follows:

11 “5235~~ Capital infrastructure tax credit. (a) There

12 shall be allowed to each qualified infrastructure tenant subject

13 to the taxes imposed by this chapter a capital infrastructure

14 tax credit that shall be deductible from the taxpayer’s net

15 income tax liability, if any, imposed by this chapter for the

16 taxable year in which the capital infrastructure investment was

17 made; provided that the credit is properly claimed.

18 (b) For the purpose of this section:

19 “Net income tax liability” means income tax liability

20 reduced by all other credits allowed under this chapter.

21 “Qualified infrastructure tenant” means a business:

1181702 HOl t~4S 2014—1461
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1 (1) That currently owns capital or property or maintains

2 an office, operations, or facilities at the former

3 Kapalama military reservation site;

4 (2) Whose principal business is ship repair, maritime, and

5 waterfront dependent, and is included under the

6 State’s plan to relocate the business to piers twenty-

7 four through twenty-eight within Honolulu harbor; and

8 (3) That will be displaced and relocated by the State

9 pursuant to the Kapalama container terminal project.

10 (c) The amount of the tax credit shall be equal to fifty

11 per cent of the capital infrastructure costs incurred by the

12 taxpayer durin~ the taxable year up to a maximum of $ in

13 capital infrastructure costs in any taxable year.

14 (d) The credit allowed under this section shall be claimed

15 against the net income tax liability for the taxable year. If

16 the tax credit under this section exceeds the taxpayer’s income

17 tax liability, the excess of the tax credit over liability may

18 be used as a credit against the taxpayer’s net income tax

19 liability in subsequent years until exhausted. Every claim,

20 including amended claims, for a tax credit under this section

21 shall be filed on or before the end of the twelfth month

22 following the close of the taxable year for which the credit may

H31702 HD1 HMS 2014—1461
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1 be claimed. Failure to comply with this subsection shall

2 constitute a waiver of the right to claim the credit.

3 (e) This section shall not apply to taxable years

4 beginning after December 31, 2019.

5 (f) Pursuant to chapter 91, the director of taxation may

6 adopt any rules or forms necessary to carry out this section.”

7 SECTION 3. Chapter 241, Hawaii Revised Statutes, is

8 amended by adding a new section to be appropriately designated

9 and to read as follows:

10 ~241- Capital infrastructure tax credit. The capital

11 infrastructure tax credit established by section 235- shall

12 be operative for this chapter for taxable years beginning after

13 December 31, 2013.”

14 SECTION 4. Section 235-2.45,I4awaii Revised Statutes, is

15 amended by amending subsection (d) to read as follows:

16 “(d) Section 704 of the Internal Revenue Code (with

17 respect to a partner’s distributive share) shall be operative

18 for purposes of this chapter; except that section 704W) (2)

19 shall not apply to:

20 (1) Allocations of the high technology business investment

21 tax credit allowed by section 235-110.9 for

22 investments made before May 1, 2009;

HB1702 HD1 HMS 2014-1461
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1 (2) Allocations of net operating loss pursuant to section

2 235—111.5;

3 (3) Allocations of the attractions and educational

4 facilities tax credit allowed by section 235-110.46;

5 Lee]

6 (4) Allocations of low-income housing tax credits among

7 partners under section 235—110.S[-r]; or

8 (5) Allocations of the capital infrastructure tax credit

9 allowed by section 235-

10 SECTION 5. Section 235—110.51, Hawaii Revised Statutes, is

11 amended by amending subsection (h) to read as follows:

12 (h) The tax credit allowed under this section shall not

13 be available for taxable years beginning after December 31,

14 [2010.] 2019.”

15 SECTION 6. If any provision of this Act, or the

16 application thereof to any person or circumstance, is held

17 invalid, the invalidity does not affect other provisions or

18 applications of the Act that can be given effect without the

19 invalid provision or application, and to this end the provisions

20 of this Act are severable.

21 SECTION 7. Statutory material to be repealed is bracketed

22 and stricken. New statutory material is underscored.

HB1702 HD1 HMS 2014—1461
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1 SECTION 8. This Act, upon its approval, shall apply to

2 taxable years beginning after December 31, 2013; provided that

3 on December 31, 2019, this Act shall be repealed and section

4 235-2.45, Hawaii Revised Statutes, shall be reenacted in the

5 form in which it read on the day before the effective date of

6 this Act.

H31702 HD1 HMS 2014—1461
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Report Title:
Capital Infrastructure Tax Credit; Kapalama Container Terminal
Project; Displaced Tenants

Description:
Creates a capital infrastructure tax credit for tenants who are
displaced by the Kapalama container terminal project. Enables
banks and other financial corporations to claim the capital
infrastructure tax credit. Provides that section 704W) (2) of
the Internal Revenue Code shall not apply to allocations of the
capital infrastructure tax credit. Reinstates the technology
infrastructure renovation tax credit through 2019. (HB1702 HD1)

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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HOUSE OF REPRESENTATIVES ~
TWENTY-SEVENTH LEGISLATURE, 2014 . . IN
STATE OF HAWAII

A BILL FOR AN ACT

RELATING TO THE CAPITAL INFRASTRUCTURE TAX CREDIT.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

1 SECTION 1. The legislature finds that development of a new

2 overseas container terminal and piers at the lower Kapalama

3 military reservation site requires improvements on fast and

4 submerged lands associated with piers twenty-four through

5 twenty-eight to accommodate maritime dependent operators at

6 Kapalama who are to be evicted and displaced. The total cost

7 for the proposed master plan at the Kapalama site is estimated

8 to be $243,000,000, which is being financed entirely by the

9 State through revenue bonds and revenues from harbor tariffs and

10 leases. None of these funds, however, will go toward assisting

11 displaced maritime and waterfront dependent tenants of the

12 Kapalama site. The displaced tenants will be relocated to

13 various piers that have limited infrastructure, facilities, and

14 utilities. These tenants must find ways to finance not only

15 their move, but also significant capital improvements to state

16 owned land.

17 The legislature finds that the Kapalama container terminal

18 project is critical to modernizing its commercial harbors and
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1 that completion of the project will assure that harbor

2 infrastructure is adequate to support sustained economic growth.

3 The legislature also finds that supporting those maritime and

4 waterfront dependent tenants displaced by the Kapalama container

5 terminal project supports the growth of commerce in the State

6 and supports maritime jobs. In light of state support provided

7 for University of Hawaii-related tenants that have been

8 displaced by the Kapalama container terminal project, the

9 legislature finds it prudent and fair to also support the

10 maritime-dependent operators in Kapalama who are being displaced

11 by the project. The solution proposed in this Act is to provide

12 a capital infrastructure tax credit to help displaced tenants

13 raise private equity capital. This approach is expected to:

14 (1) Mobilize private equity and near-equity capital for

15 investment in critical waterfront infrastructure in

16 Honolulu harbor;

17 (2) Retain the private sector culture of focusing on rate

18 of return in the investing process;

19 (3) Secure and retain the services of high quality trade

20 labor in the maritime industry in Hawaii; and
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1 (4) Accomplish the foregoing in a return-driven manner

2 with the goal of minimizing any adverse impact on

3 state tax revenues.

4 Accordingly, the purpose of this Act is to establish a

5 capital infrastructure tax credit to help tenants displaced by

6 the Kapalama container terminal project in raising capital to

7 make improvements on state-owned property upon relocation.

8 SECTION 2. Chapter 235, Hawaii Revised Statutes, is

9 amended by adding a new section to be appropriately designated

10 and to read as follows:

11 “~235- Capital infrastructure tax credit. (a) There

12 shall be allowed to each qualified infrastructure tenant subject

13 to the taxes imposed by this chapter a capital infrastructure

14 tax credit that shall be deductible from the taxpayer’s net

15 income tax liability, if any, imposed by this chapter for the

16 taxable year in which the investment was made; provided that the

17 credit is properly claimed.

18 (b) For the purpose of this section:

19 “Net income tax liability” means income tax liability

20 reduced by all other credits allowed under this chapter.

21 “Qualified infrastructure tenant” means a business that:
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1 (1) Currently owns capital or property or maintains an

2 office, operations, or facilities at the former

3 Kapalama military reservation site;

4 (2) Whose principal business is ship repair, maritime, and

5 waterfront dependent, and is included under the

6 State’s plan to relocate such business to piers

7 twenty-four through twenty-eight within Honolulu

8 harbor; and

9 (3) Will be displaced and relocated by the State pursuant

10 to the Kapalama container terminal project.

11 (c) The amount of the tax credit shall be equal to

12 per cent of the capital infrastructure costs incurred by the

13 taxpayer during the taxable year up to a maximum of $

14 in capital infrastructure costs in any taxable year.

15 (d) The credit allowed under this section shall be claimed

16 against the net income tax liability for the taxable year. If

17 the tax credit under this section exceeds the taxpayer’s income

18 tax liability, the excess of the tax credit over liability may

19 be used as a credit against the taxpayer’s net income tax

20 liability in subsequent years until exhausted. Every claim,

21 including amended claims, for a tax credit under this section

22 shall be filed on or before the end of the twelfth month
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1 following the close of the taxable year for which the credit may

2 be claimed. Failure to comply with this subsection shall

3 constitute a waiver of the right to claim the credit.

4 Ce) This section shall not apply to taxable years

5 beginning after December 31, 2019.

6 (f) Pursuant to chapter 91, the director of taxation may

7 adopt any rules or forms necessary to carry out this section.”

8 SECTION 3. Chapter 241, Hawaii Revised Statutes, is

9 amended by adding a new section to be appropriately designated

10 and to read as follows:

11 “~241- Capital infrastructure tax credit. The capital

12 infrastructure tax credit established by section 235- shall

13 be operative for this chapter for taxable years beginning after

14 December 31, 2013.”

15 SECTION 4. Section 235-2.45, Hawaii Revised Statutes, is

16 amended by amending subsection Cd) to read as follows:

17 “(d) Section 704 of the Internal Revenue Code Cwith

18 respect to a partner’s distributive share) shall be operative

19 for purposes of this chapter; except that section 704(b) C2)

20 shall not apply to:
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1 (1) Allocations of the high technology business investment

2 tax credit allowed by section 235-110.9 for

3 investments made before May 1, 2009;

4 (2) Allocations of net operating loss pursuant to section

5 235-111.5;

6 (3) Allocations of the attractions and educational

7 facilities tax credit allowed by section 235-110.46;

8 [e~]

9 (4) Allocations of low-income housing tax credits among

10 partners under section 235-llo.8[-r]; or

11 (5) Allocations of the capital infrastructure tax credit

12 allowed by section 235-

13 SECTION 5. Section 235-110.51, Hawaii Revised Statutes, is

14 amended by amending subsection (h) to read as follows:

15 ‘(h) The tax credit allowed under this section shall not

16 be available for taxable years beginning after December 31,

17 [2010.] 2019.”

18 SECTION 6. If any provision of this Act, or the

19 application thereof to any person or circumstance, is held

20 invalid, the invalidity does not affect other provisions or

21 applications of the Act that can be given effect without the
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1 invalid provision or application, and to this end the provisions

2 of this Act are severable.

3 SECTION 7. Statutory material to be repealed is bracketed

4 and stricken. New statutory material is underscored.

5 SECTION 8. This Act, upon its approval, shall apply to

6 taxable years beginning after December 31, 2013.

INTRODUCED BY:

JAN 152014
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Report Title:
Capital Infrastructure Tax Credit; Kapalama Container Terminal
Project; Displaced Tenants

Description:
Creates a capital infrastructure tax credit for tenants who are
displaced by the Kapalama container terminal project. Allows
banks and other financial corporations the ability to claim the
capital infrastructure tax credit. Allows allocations of the
capital infrastructure tax credit to a partner under a
partnership agreement even if the allocation has a substantial
economic effect. Renews the technology infrastructure
renovation tax credit through 2019.

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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Measure Title: RELATING TO THE CAPITAL INFRASTRUCTURE TAX CREDIT.

Report Title: Capital Infrastructure Tax Credit; Kapalama Container Terminal Project; Displaced
Tenants

Description:

Creates a capital infrastructure tax credit for investors who invest in qualified
infrastructure tenants who are displaced by the Kapalama container terminal project.
Allows allocations of the capital infrastructure tax credit to a partner under a partnership
agreement even if the allocation does not have substantial economic effect. Recaptures
an unspecified percentage of the capital infrastructure tax credit if the qualified
infrastructure tenant does not meet certain conditions at the close of any taxable year.
(HB1702 CD1)

Companion:  SB2322

Package: None

Current Referral: EGH, WAM

Introducer(s): NISHIMOTO

Sort by
Date  Status Text

1/15/2014 H Pending introduction.

1/16/2014 H Introduced and Passed First Reading

1/21/2014 H Referred to TRN, FIN, referral sheet 3

1/24/2014 H Bill scheduled to be heard by TRN on Wednesday, 01-29-14 10:00AM in House conference
room 309.

1/29/2014 H

The committees on TRN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 9 Ayes: Representative(s) Yamane, Takayama, Aquino, Har,
Ichiyama, Nakashima, Takumi, Yamashita, Fukumoto; Ayes with reservations: none; Noes:
none; and 1 Excused: Representative(s) Ing.

2/3/2014 H Reported from TRN (Stand. Com. Rep. No. 76-14) as amended in HD 1, recommending
passage on Second Reading and referral to FIN.

2/3/2014 H
Passed Second Reading as amended in HD 1 and referred to the committee(s) on FIN with
Representative(s) Hanohano, Jordan voting aye with reservations; none voting no (0) and
Representative(s) Say excused (1).

2/18/2014 H Bill scheduled to be heard by FIN on Thursday, 02-20-14 11:00AM in House conference
room 308.

2/20/2014 H

The committees on FIN recommend that the measure be PASSED, WITH AMENDMENTS.
The votes were as follows: 16 Ayes: Representative(s) Luke, Nishimoto, Johanson, Cullen,
Hashem, Ing, Kobayashi, Lowen, Morikawa, Onishi, Takayama, Tokioka, Yamashita,
Fukumoto, Ward; Ayes with reservations: Representative(s) Jordan; Noes: none; and 1
Excused: Representative(s) Woodson.

2/28/2014 H Reported from FIN (Stand. Com. Rep. No. 804-14) as amended in HD 2, recommending
passage on Third Reading.

2/28/2014 H Forty-eight (48) hours notice Tuesday, 03-04-14.

3/4/2014 H
Passed Third Reading as amended in HD 2 with Representative(s) Hanohano, Har, Jordan,
Oshiro voting aye with reservations; none voting no (0) and none excused (0).
Transmitted to Senate.

3/6/2014 S Received from House (Hse. Com. No. 241).

3/6/2014 S Passed First Reading.

3/6/2014 S Referred to EGH, WAM.

3/7/2014 S The committee(s) on EGH has scheduled a public hearing on 03-10-14 2:45PM in
conference room 016.

Measure Status http://capitol.hawaii.gov/measure_indiv.aspx?billtype=HB&billnumber=...
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3/10/2014 S

The committee(s) on EGH recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in EGH were as follows: 4 Aye(s): Senator(s) Dela Cruz, Slom,
English, Wakai; Aye(s) with reservations: none ; 0 No(es): none; and 3 Excused:
Senator(s) Baker, Chun Oakland, L. Thielen.

3/12/2014 S Reported from EGH (Stand. Com. Rep. No. 2847) with recommendation of passage on
Second Reading, as amended (SD 1) and referral to WAM.

3/12/2014 S Report adopted; Passed Second Reading, as amended (SD 1) and referred to WAM.

3/21/2014 S The committee(s) on WAM will hold a public decision making on 03-25-14 9:00AM in
conference room 211.

3/25/2014 S The committee(s) on WAM deferred the measure until 03-28-14 9:15AM in conference
room 211.

3/28/2014 S

The committee(s) on WAM recommend(s) that the measure be PASSED, WITH
AMENDMENTS. The votes in WAM were as follows: 12 Aye(s): Senator(s) Ige, Kidani, Dela
Cruz, English, Espero, Kahele, Keith-Agaran, Kouchi, Ruderman, L. Thielen, Tokuda; Aye(s)
with reservations: Senator(s) Slom ; 0 No(es): none; and 1 Excused: Senator(s) Chun
Oakland.

4/4/2014 S Reported from WAM (Stand. Com. Rep. No. 3355) with recommendation of passage on
Third Reading, as amended (SD 2).

4/4/2014 S 48 Hrs. Notice 04-08-14.

4/8/2014 S Report adopted; Passed Third Reading, as amended (SD 2). Ayes, 24; Aye(s) with
reservations: none . Noes, 1 (Senator(s) Slom). Excused, 0 (none). Transmitted to House.

4/8/2014 H Returned from Senate (Sen. Com. No. 537) in amended form (SD 2).

4/10/2014 H House disagrees with Senate amendment (s).

4/11/2014 S Received notice of disagreement (Hse. Com. No. 676).

4/14/2014 S Senate Conferees Appointed: Dela Cruz Chair; Kidani Co-Chair; Wakai Member.

4/14/2014 H House Conferees Appointed: Yamane, Nishimoto Co-Chairs; Takayama, Ward Members.

4/15/2014 S Received notice of appointment of House conferees (Hse. Com. No. 684).

4/14/2014 H Received notice of Senate conferees (Sen. Com. No. 673).

4/17/2014 H Bill scheduled for Conference Committee Meeting on Tuesday, 04-22-14 2:00PM in
conference room 423.

4/22/2014 H Conference Committee Meeting will reconvene on Wednesday 04-23-14 3:30PM in
conference room 423.

4/23/2014 H Conference Committee Meeting will reconvene on Thursday 04-24-14 2:45PM in
conference room 423.

4/24/2014 S Conference committee meeting to reconvene on 04-25-14 2:45PM in conference room 423.

4/25/2014 H
The Conference Committee recommends that the measure be Passed, with Amendments.
The votes were as follows: 4 Ayes: Representative(s) Yamane, Nishimoto, Takayama,
Ward; Ayes with reservations: none; 0 Noes: none; and 0 Excused: none.

4/25/2014 S

The Conference committee recommends that the measure be PASSED, WITH
AMENDMENTS. The votes of the Senate Conference Managers were as follows: 3 Aye(s):
Senator(s) Dela Cruz, Kidani, Wakai; Aye(s) with reservations: none ; 0 No(es): none; and
0 Excused: none.

4/25/2014 H Reported from Conference Committee (Conf Com. Rep. No. 123-14) as amended in (CD 1).

4/25/2014 H Forty-eight (48) hours notice Tuesday 04-29-14.

4/25/2014 S Reported from Conference Committee as amended CD 1 (Conf. Com. Rep. No. 123-14).

4/25/2014 S 48 Hrs. Notice (as amended CD 1) 04-29-14.

4/29/2014 S Passed Final Reading, as amended (CD 1). 25 Aye(s); Aye(s) with reservations: Senator(s)
Slom . 0 No(es): none. 0 Excused: none.

4/29/2014 H
Passed Final Reading as amended in CD 1 with Representative(s) Tokioka voting aye with
reservations; Representative(s) Choy, Jordan, McKelvey, Oshiro voting no (4) and
Representative(s) Ito excused (1).
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