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July 14, 201 5 

The Honorable Ronald Kouchi, 
President and Members 
of the Senate 

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

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

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

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

Re: SB118 SDI HD2 CDI 

SB118 SDI HD2 CDI,  entitled “RELATING TO REAL ESTATE INVESTMENT 
TRUSTS” will become law without my signature, pursuant to Section 16 of Article Ill of 
the State Constitution. 

The reporting date of at least 20 days before the 201 6 legislative session will not 
allow enough time to collect enough data from taxes. Also, there are many categories 
of required data that currently do not exist. The department will need to create surveys 
to obtain this date and risk biased results. Finally, it is possible that not all Hawai‘i 
taxpayers who invest in real estate investment trusts can be identified. 

While I recognize the value of studying the impact of real estate investment trusts 
in Hawai‘i, I am not certain the study will yield the intended results due to limited time 
and resources. 
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For the foregoing reasons, SI31 18 SDI HD2 CDI will become law as ACT 239 
(15), Session Laws of Hawaii 2015, effective July 14, 2015, without my signature. 

Since re1 y , 

DAVID- 
Governor, State of Hawaii 



118 S.B. NO. s . D . ~  
THE SENATE 

STATE OF HAWAII H.D. 2 
C.D. 1 

TWENTY-EIGHTH LEGISLATURE, 201 5 

A BILL FOR AN ACT 
RELATING TO REAL ESTATE INVESTMENT TRUSTS. 

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

1 SECTIQN 1. (a) The department of business, economic 

2 development, and tourism, with the assistance of the department 

3 of taxation, shall study the impact of real estate investment 

4 trusts in Hawaii and the possible effect3of repealing the 
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dividends paid deduction for real estate investment trusts. The 

study shall address the following: 

(1) The total number of real estate investment trusts that 

operate in Hawaii; 

(2) Of that total in paragraph (l), the number that are 

Hawaii-based; 

(3) The number of Hawaii taxpayers who are investors in 

real estate investment trusts that operate in Hawaii; 

(4) The number of Hawaii taxpayers who are investors in 

Hawaii-based real estate investment trusts that 

operate in Hawaii; 

( 5 )  A breakdown of Hawaii taxpayers who are investors in 

Hawaii-based real estate investment trusts that 

operate in Hawaii, by filing status and income; 
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(6) The direct and indirect impacts of real estate 

investment trusts on the Hawaii economy, especially in 

real estate development and operation; 

(7) A comprehensive examination of captive real estate 

investment trusts for companies operating in Hawaii; 

( 8 )  An examination of the argument that real estate 

investment trusts provide opportunities for small 

investors to pool funds with others and invest in real 

estate developments, similar to investments through 

'mutual funds invested in company stocks; 

(9) An examination of the possible transfer pricing if the 

dividend paid income tax deduction for real estate 

investment trusts is repealed; 

(10) An examination of the equity and efficiency of the 

dividends paid income tax deduction for real estate 

investment trusts; 

(11) The projected tax revenue impact to the State if the 

dividends paid income tax deduction for real estate 

investment trusts is repealed; 
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(12) The impact on the real estate development market and 

capacity i'f the dividends paid income tax deduction 

for real estate investment trusts is repealed; and 

(13) The impact on the economy of the State if the 

dividends paid income tax deduction'for real estate 

investment trusts is repealed. 

(b) The department of business, economic development, and 

tourism shall submit its findings and recommendations, including 

any proposed legislation, to the legislature not later than 

twenty days prior to the convening of the regular session of 

2016. 

SECTION 2. There is appropriated out of the general 

revenues of the State of Hawaii the sum of $100,000 or so much 

thereof as may be necessary for fiscal year 2015-2016 for the 

study on real estate investment trusts required under section 1 

of this'Act. 

The sum appropriated shall be expended by the department of 

business, economic development, and tourism for the purposes of 

this Act. 

SECTION 3. This Act shall take effect upon approval; 

21 provided that section 2 shall take effect on July 1, 2015. 
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APPROVED this day of 

C.D. 1 

,2015 

GOVERNOR OF THE STATE OF HAWAII 


