STAND. COM. REP. NO. Is;'.»)_

Honolulu, Hawaii

APR 10 2015
RE: H.B. No. 169
H.D. 1
S.D. 1

Honorable Donna Mercado Kim
President of the Senate
Twenty-Eighth State Legislature
Regular Session of 2015

State of Hawaii

Madam:

Your Committee on Ways and Means, to which was referred H.B.
No. 169, H.D. 1, entitled:

"A BILL FOR AN ACT RELATING TO TAXATION,
begs leave to report as follows:

The purpose and intent of this measure is to address the
transient accommodations tax imposed on resort time share wvacation
units.

More specifically, this measure:
(1) Amends the definition of "fair market rental wvalue;" and

(2) Increases the rate of the transient accommodations tax
imposed on resort time share vacation units by one
percent each year to gradually achieve a rate of 9.25
percent of the fair market rental value.

Your Committee received written comments in support of this
measure from Project Vision Hawaii. Your Committee received
written comments in opposition to this measure from American
Resort Development Association Hawaii, The Chamber of Commerce of
Hawaii, and one individual. Your Committee received written
comments on this measure from the Department of Taxation, Starwood
Vacation Ownership, and the Tax Foundation of Hawaii.
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Your Committee finds that current state law imposes a lower
tax rate on resort time share vacation plans than on other
transient accommodations, such as hotels. Under current law, the
transient accommodations tax is imposed on hotels at a rate of
9.25 percent on the gross rental proceeds derived from furnishing
transient accommodations. Resort time share vacation plans,
however, are taxed at a rate of 7.25 percent on one-half the gross
daily maintenance fees that are paid by the owner of a resort time
share vacation unit.

Your Committee notes that the Department of Taxation has
expressed concerns about the amendment to the definition of "fair
market rental value" in this measure. Your Committee does not
believe that resort time share operators will manipulate their
operations to avoid the tax in the manner warned of by the
Department. If such avoidance does occur, however, your Committee
requests that the Department of Taxation notify the Legislature.

Your Committee has amended this measure by changing the
effective date from July 1, 2020, to July 1, 2015.

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. 169, H.D. 1, as amended herein, and recommends that it pass
Third Reading in the form attached hereto as H.B. No. 169, H.D. 1,
S.D. 1.

Respectfully submitted on
behalf of the members of the
Committee on Ways and Means,

JILL N. '{O)iUDA, Chair
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The Senate
Twenty-Eighth Legislature
State of Hawai‘i

Record of Votes
Committee on Ways and Means

WAM
Bill / Resolution No.:* Committee Referral: Date:
HBIG 9, HDI TSI, WAM JEN L

|:| The Committee is reconsidering its previous decision on this measure.

If so, then the previous decision was to:

The Recommendation is:
D Pass, unamended @/P/ass, with amendments |:| Hold I:l Recommit

2312 2311 2310 2313
Members Aye , Aye (WR) Nay Excused
TOKUDA, Jill N. (C) v
KOUCH]I, Ronald D. (VC) v
CHUN OAKLAND, Suzanne d J
DELA CRUZ, Donovan M. e
ENGLISH, J. Kalani v

GALUTERIA, Brickwood L~

HARIMOTO, Breene , /
INOUYE, Lorraine R. v
RIVIERE, Gil L
RUDERMAN, Russell E. L
SLOM, Sam s

TOTAL D 24 [ 2

Recommendation:
mdopted |:’ Not Adopted

Chair's or Designee’s Signature:

A/

Distribution: Original Yellow Pink Goldenrod
File with Committee Report Clerk's Office Drafting Agency Committee File Copy

*Only one measure per Record of Votes
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