WRITTEN TESTIMONY OF
THE DEPARTMENT OF THE ATTORNEY GENERAL ] "l‘]?
TWENTY-NINTH LEGISLATURE, 2018 Jj 4

ON THE FOLLOWING MEASURE:
H.B. NO. 2605, H.D. 2, S.D. 1, RELATING TO TRANSIENT ACCOMMODATIONS.

BEFORE THE:
SENATE COMMITTEE ON WAYS AND MEANS

DATE: Tuesday, April 3, 2018 TIME: 10:00 a.m.
LOCATION: State Capitol, Room 211

TESTIFIER(S): WRITTEN TESTIMONY ONLY.
(For more information, contact Mary Bahng Yokota,
Deputy Attorney General, at 586-1470)

Chair Dela Cruz and Members of the Committee:

The Department of the Attorney General provides the following comments.

The stated purpose of the first part of this bill “is to allow a transient
accommodations broker to register to act as a tax collection agent with respect to
transient accommodations taxes and general excise taxes for its operators and plan
managers in a manner that recognizes the dynamic changes that are occurring in the
transient accommodations business.” Page 2, lines 4-9. The second part of the bill
creates a new chapter in the Hawaii Revised Statutes (HRS) related to transient
accommodations. Page 48, line 3, through page 51, line 20.

1. The bill expressly states that the first part of the bill is not intended to
violate any federal laws. Page 2, lines 10-16. The intent not to violate the federal
Communication Decency Act (CDA)' may be reinforced by amending subsection (i) to
the new sections in chapter 237 and 237D, HRS, on page 10, line 10, through page 11,

line 2, and page 21, lines 1-14, as follows:

! Section 230(c)(1) of the CDA provides that “[n]o provider or user of an interactive computer service shall
be treated as the publisher or speaker of any information provided by another information content
provider” 47 U.S.C.A. § 230(c)(1).
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to a property for lease or rent en-behal-of-an-operator-orplan-manager, a

transient accommodations broker:
* k% * k% *

(2) Shall require the operator or plan manager to provide the
transient accommodations broker with the operator or plan
manager’s transient accommodations number and local
contact information and irelude-shall notify the operator or
plan manager that this information is required in the
advertisement-pursuantto advertisements for transient
accommodations or resort time share vacation interests,
plans, or units under section 237D-4. ...

2. The definition of “booking service” on page 12, lines 11-18, and page 23,
lines 2-9, uses the term “transient vacation rental operator” but the term “transient
vacation rental operator” is not defined. We recommend that the definition be added on
page 13, line 8, and page 23, line 13. We note that part Il of the bill defines the term as
follows:

“Transient vacation rental operator” means any person operating a
transient vacation rental, whether as owner or proprietor, or as lessee,
sublessee, mortgagee in possession, licensee, or other, or engaging or
continuing in any service business that involves the actual furnishing of a
transient vacation rental.

Page 50, lines 4-9.

3. We recommend the following technical changes on page 51, lines 15-17:

8 -4 Penalties. (a) A violation of section -2 shallbe-subjectto

is a class C felony.

(b)  Aviolation of section -3 shallbe-subjectto is a
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RELATING TO TRANSIENT ACCOMMODATIONS

House Bill No. 2605, H.D. 2, S.D. 1: allows transient accommodation brokers to
act as a tax collection agent on behalf of providers utilizing a broker’s services, and sets
the duties and reporting requirements of a broker acting as a tax collection agent;
authorizes the counties to disgorge profits obtained through unfair or unlawful business
practices and adopt zoning ordinances providing for the amortization or phasing out of
vacation rental units; and allocates up to $1,000,000 of Transient Accommodations Tax
(TAT) revenues to each county, contingent upon each county establishing a process for
providing verification of an operator or plan manager’'s compliance with county land use
ordinances.

The Department of Budget and Finance takes no position on the authorization to
allow transient accommodations brokers to register as tax collection agents or the new
requirements placed on operators, plan managers, transient accommodations brokers,
and hosting platforms; however, the department would like to note that it is unclear
which agency will be responsible for determining that a county has established the

verification process necessary to qualify for the TAT transfer pursuant to Section 7.

No. 1 Capitol District Building, 250 S. Hotel Street, Honolulu, Hawaii 96813
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Furthermore, Section 7 of the measure may be more appropriately placed in
Section 237D-6.5, HRS, which states, “Except for the revenues collected pursuant to
section 237D-2(e), revenues collected under this chapter [on TAT] shall be distributed in
the following priority, with the excess revenues to be deposited into the general
fund...”

Thank you for your consideration of our comments.
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OFFICE OF HAWAIIAN AFFAIRS
Legislative Testimony

HB2605 HD2 SD1
RELATING TO TRANSIENT ACCOMMODATIONS
Senate Committee on Ways and Means

April 3, 2018 10:00 a.m. Room 211

The Office of Hawaiian Affairs (OHA) Beneficiary Advocacy and Empowerment
Committee will recommend that the Board of Trustees SUPPORT HB2605 HD2 SDT,
which seeks to improve enforcement of land use regulations relating to transient vacation
rentals, while facilitating the collection of tax revenue from transient vacation rentals that
comply with the law. Given the impact of unlawful transient vacation rentals on housing
opportunities for Native Hawaiians and other Hawai‘i residents, OHA appreciates and
supports the strong and much-needed enforcement mechanisms that would be provided
by this measure.

As home prices, rental prices, and homelessness continue to increase, and as
O¢ahu anticipates additional population growth and an associated demand for more
housing over the next decade,! land-use planning that ensures housing affordability and
availability is more critical now than ever before. As the legislature recognizes, Hawai‘i
is in the midst of an affordable housing crisis: recent research indicates a need for 65,000
more housing units by 2025, with half of this demand for units at or below 60% of the
Area Median Income (AMI);2 only 11 percent of State’s housing demand is for housing
units at or above 140% AMI, or for units that do not meet the State’s current definition of
“affordable housing.”3 With 48% of households in the State already unable to afford
basic necessities including housing, food, transportation, health care, and child care,* the
lack of affordable housing and rising housing costs require bold and aggressive policies
that meaningfully prioritize the housing needs of local residents.

Native Hawaiians are particularly disadvantaged by land uses that contribute to
our local residential housing challenges, including increased rental housing costs and
rental housing shortages in particular. Notably, Native Hawaiians are less likely to own a
home and, therefore, disproportionately rely on the rental housing market.> Native

Lsee SMS, HAWAI' | HOUSING PLANNING STUDY, at 34 (2016), available at
https://dbedt.hawaii.gov/hhfdc/files/2017/03/State HHPS2016 Report 031317 final.pdf.

2 See id.
3 See id. at 34.
4 ALOHA UNITED WAY, ALICE: A STUDY OF FINANCIAL HARDSHIP IN HAWAI‘l (2017)

5 See OFFICE OF HAWAIIAN AFFAIRS, NATIVE HAWAIIAN HOMEOWNERSHIP HO* OKAHUA WAIWAI FACT SHEET
VOL.2016, NO. 1, page 3, available at
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Hawaiian households are also much more likely to be “doubled up,” with multi-
generational or unrelated individuals living together in single households,® and Native
Hawaiian households are more than three times more likely have a ‘hidden homeless’
family member than all state households.”

Unfortunately, the unaddressed proliferation of illegal vacation rentals may
exacerbate the rise in rental housing costs beyond what Honolulu residents and Native
Hawaiians are able to afford, and has directly removed much-needed housing units from
the residential rental market. The 2016 Hawai‘i Housing Planning Study estimates that
there are 28,397 non-commercial vacation rentals, located in nearly all communities in
Hawai‘i.8 Not surprisingly, the proliferation of such units, which generate nearly 3.5 times
more income than the average long term residential rental,® has correlated with
substantially increased housing costs throughout the islands; Honolulu in particular had
the highest rates of increase in average monthly rent and average daily rent over the past
several years.'® In addition to raising the costs of available long term rental units, the
proliferation of illegal vacation rentals also represents a direct loss of housing units from
the long term rental market.!!

Clearly, allowing the continued illegal use of housing units for vacation rentals will
only exacerbate our housing crisis. Without more meaningful regulatory and enforcement
mechanisms, there is nothing to stop the negative impacts of illegal vacation rentals on
housing opportunities for Native Hawaiians and other local residents. In contrast, each
and every illegal vacation rental unit that is returned to long-term residential use is one
more unit that can help meet our existing housing demand.'?> Accordingly, OHA has

https://190f32x2y133s804xza0gf14-wpengine.netdna-ssl.com/wp-content/uploads/NH-Homeownership-
Fact-Sheet-2016.pdfSheet-2016.pdf. This figure includes 8,329 DHHL residential lease “owner-occupied”
property units. DHHL ANNUAL REPORT 2014, at 47, available at
http://dhhl.hawaii.gov/wpcontent/uploads/2011/11/DHHL-Annual-Report-2014-Web.pdf. For non-DHHL
properties, the NativeHawaiian homeownership rate is therefore 41.2%, 15.5 percentage points below the
statewide rate.

®24.8% of Native Hawaiian households, compared to 9.6% of state households include more than two
generations or unrelated individuals. SMS, supra note 1, at 70.

7 14.1% of Native Hawaiian households, compared to 4.2% of state households have a hidden homeless
family member. Id.

8 There are an estimated 45,075 total vacation rental units measured by the study. The study estimates that
at least 37% of these rentals are ‘commercial’ rentals, or resort condominium and condominium hotel
properties which are legally permitted commercial operations. As such, the study estimates that 28,397 units
are non -commercial, i.e. unlawful, transient vacation rentals. SMS, supra note 1, at 58.

9 SMS, supra note 1, at 55.

9 Honolulu’s average monthly rent growth rate was 26.1%, and the six-year growth rate of average daily
rental rate was 47%. SMS, THE IMPACT OF VACATION RENTAL UNITS IN HAWAI‘l, 2016, at 8, available at
http://www.hawaiitourismauthority.org/default/assets/File/Housing%20and%20Tourism%20113016.pdf

1 The Hawai* i Tourism Authority’s 2016 study found that vacation rentals increased by 34% per year
between 2005 and 2015. Further investigation found that between 2011 and 2014, units held for seasonal
use and not available for long term rent increased by 12%. See id. at 3.

12 gee generally SMS, supra note 1.
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advocated for regulatory and enforcement approaches that may systemically curb and
reverse the impact that illegal vacation rentals continue to have on residential housing
opportunities in Hawai‘i.

Accordingly, OHA appreciates and strongly supports the robust enforcement
framework provided for under this measure. This includes the mandatory compliance
monitoring and reporting requirements imposed on transient vacation rental brokers who
wish to act as tax collection agents on behalf of rental operators; the requirement that
brokers remove listings for illegal vacation rentals; and the strict penalties for
noncompliance on both brokers and operators that will deter further unlawful land uses.
Such provisions will appropriately hold those most responsible for our transient vacation
rental problem directly accountable for their actions, and subject them to the strict
penalties that reflect the magnitude of our growing housing crisis.

As a final note, research shows that vacation rental activity in the State generally is
not likely to provide meaningful and long-term economic benefits to Hawai‘i or its
residents, including Native Hawaiians. Data has shown that 70% of properties listed as
vacation rentals in Hawai‘i are owned by out-of-state property owners who do not reside
in the islands.’> Native Hawaiians in particular are less likely to benefit directly from a
transient vacation rental operation; with Native Hawaiian homeownership rates
significantly lower than the state average, they are less likely to own second or additional
homes that could be rented as vacation units.'* As previously mentioned, Native
Hawaiians also often live in overcrowded households, without the extra rooms needed to
operate an owner-occupied vacation rental. As such, while some Hawai‘i residents may
be able to earn extra income from the use of a property as a vacation rental, vacation
rental operations primarily benefit nonresident property owners and real estate speculators
—who may also seek to buy out any vacation rentals that owned by local residents now
and in the future.

In addition, other jurisdictions have found that any economic benefits gained from
permitted short-term vacation rental operations are far outweighed by the larger social and
economic costs of removing long term rentals from the housing market. For example, an
economic analysis by the City of San Francisco found a negative economic impact of
$300,000 for each housing unit used as a vacation rental, exceeding any economic
benefits from visitor spending, hotel tax, and associated revenues.'> Again, the short-term
benefits of vacation rental units to some property owners, including non-resident property

13 Notably, the Hawai‘i Tourism Authority report found that 45,075 total properties are available for short
term vacation rentals, with between 21,295 and 23,002 as non-commercial vacation rental units advertised
in 2016. 70% of these properties are offered by out-of-state property owners. SMS, supra note 10, at 5-6.

1% For non-DHHL properties, the Native Hawaiian homeownership rate is 41.2%, 15.5 percentage points
below the statewide rate. See supra note 5.

15 See CITY OF SAN FRANCISCO, OFFICE OF THE CONTROLLER, AMENDING THE REGULATION OF SHORT-TERM
RESIDENTIAL RENTALS: ECONOMIC IMPACT REPORT, May 2015, available at
http://sfcontroller.org/sites/default/files/FileCenter/Documents/6458

150295 economic_impact final.pdf?documentid=6457.
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owners and corporate vacation rental operators, are likely to be substantially outweighed
by the fiscal impacts on Honolulu and its residents from increased housing costs,
increased real estate speculation, and the need for more social services and housing
subsidies. Accordingly, OHA strongly believes that regulatory and enforcement
mechanisms that decrease the number of illegal vacation rental units operating in
Hawai‘i will best benefit Native Hawaiians and all Hawai‘i residents.

Therefore, OHA urges the Committee to PASS HB2605 HD2 SD1. Mahalo nui for
the opportunity to testify on this measure.
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In consideration of
House Bill No. 2605, HD2, SD1
RELATING TO TRANSIENT ACCOMMODATIONS

Chair Dela Cruz, Vice Chair Keith-Agaran, and committee members:

Thank you for the opportunity to provide testimony Supporting the Intent of House Bill
2605 HD2 SD1.

Currently, many property owners in this State are renting their places to tourists and
transients. This bill provides taxpayers the opportunity to pay delinquent taxes through
an amnesty program, discourages unlawful transient vacation rentals, enhances the
department of taxation’s ability to collect taxes due through a tax collection agent, and
protects property owners from unlicensed property managers.

We defer specific comments to testimony submitted separately by the Department of
Taxation and the Department of Attorney General.
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TO:

FROM:

SUBJECT:

The Honorable Donovan M. Dela Cruz, Chair
Senate Committee on Ways and Means

Mike White ; :
Council Chair

HEARING OF APRIL 3, 2018; TESTIMONY IN SUPPORT WITH
COMMENTS OF HB 2605, HD2, SD1, RELATING TO TRANSIENT
ACCOMMODATIONS

Thank you for the opportunity to testify in support with comments of this important
measure. The main purpose of this bill is to allow transient accommodations brokers
to register as a tax collection agent on behalf of all of its operators and plan managers
with certain requirements.

The Maui County Council has not had the opportunity to take a formal position on this

measure.

Therefore, I am providing this testimony in my capacity as an individual

member of the Maui County Council.

I support this measure for the following reasons:

1.

[llegal transient vacation rentals remain a problem for both the counties
and the State. It is estimated that thousands of illegal units are operating
throughout the State, with over $100 million in general excise tax and
transient accommodations tax going uncollected.

The counties currently have no recourse in preventing transient
accommodations brokers from listing illegal rentals. Operators with
listings on their platforms are allowed to conceal their rental locations, and
operators are not required to prove compliance with local laws. Under
these conditions, enforcement has been an ongoing challenge.

This proposal creates a clear process for the collection of taxes for online
booking sites and requires collection agents to provide verification and a
statement confirming compliance with all pertinent state and county land
use and tax laws. The counties should also be privy to the county
related verification information submitted to the State.
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It is critical that the information obtained by the State be shared with the
counties. This is the only way to achieve comprehensive regulation of
short-term rentals.

Key information on operators should also be available to counties
when an online operator registers with the State. Waiting for critical
information to be available until an annual or periodic report will
unnecessarily restrict county enforcement efforts.

Maui County has made revisions to the Maui County Code to enhance
enforcement. A request for proposal was recently issued in attempts to
explore more sophisticated short-term rental enforcement options.
However, to be successful, it will take not only critical information, but
adequate resources to protect legally licensed operators who are paying
appropriate taxes and following land use laws. Funding assistance from
the State is requested and greatly needed.

For the foregoing reasons, I support this measure and I hope that additional elements
can be added to strengthen this bill.

ocs:proj:legis:18legis: 18testimony:hb2605_hd2_sd1_pafl8-126_jgk
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Testimony Relating to Transient Accommodations HB2605 HD2 SD1
Before the Senate Committee on Ways and Means April 3, 2018 at 10:00 am
By Michael A. Dahilig Director of Planning, County of Kauai

Honorable Chair Dela Cruz, and Members of the Committee:

The County of Kauai Planning Department STRONGLY SUPPORTS HB2605 HD2 SD1. This
bill strikes a fair balance between ensuring vacation rental transient activities pay their fair share
in taxes, and preventing the Counties to be at a disadvantage in the regulation of their zoning
laws. We further appreciate enhanced civil penalties relating to illegal vacation rental usage, and
the ability to dispose of contested case hearings in a more efficient manner.

The improved County zoning authority in this bill will help us to hold illegal vacation rental
operators responsible. We believe it will have a positive trickle down impact on preserving our
local neighborhoods, keeping resort uses in resort areas, preserving our residential housing stock,
and minimizing procedural barriers to insure timely due process.

Much has been raised by the transient accommodations brokers regarding potential preemption
under federal law of the state’s ability to hold them culpable for any items they post on their for-
profit web interfaces. However, | would point to a recent U. S. District Court slip opinion in the
U. S. District Court for the Central District of California just issued two weeks ago:

[I]ike the San Francisco ordinance, the City’s Ordinance does not penalize Plaintiffs’
publishing activities; rather, it seeks to keep them from facilitating business transactions
on their sites that violate the law. This type of regulation falls outside the scope of the
[Communications Decency Act] protections.

Home Away v. City of Santa Monica, 2018 WL 1281772.

The SD1 is largely based on language used in the San Francisco ordinance — an ordinance
AIrBNB has agreed to abide by. There should be no reason why AirBNB continues to fight thes
amendments and engage in scare tactics threatening legal action because of preemption.

Further, we have noticed the SD1 has removed any tax amnesty provisions available to
operators, plan managers, and transient accommodation brokers. If the committee does
reconsider amnesty, it should require that it be conditioned upon the standards of good conduct
prescribed for tax collection agents for vacation rentals acting on behalf of the state.

We respectfully urge APPROVAL of the bill. Thank you for the opportunity to comment.

An Equal Opportunity Employer
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April 3, 2018

The Honorable Donovan Dela Cruz, Chair
and Members of the Committee on Ways and Means IRYRY

Hawaii State Senate l J‘ l ]4J

Hawaii State Capitol

415 South Beretania Street

Honolulu, Hawaii 96813

Dear Chair Dela Cruz and Committee Members:

Subject: House Bill No. 2605, HD 2, SD 1
Relating to Transient Accommodations

The Department of Planning and Permitting (DPP) is pleased to strongly
support House Bill No. 2605, HD 2, SD 1. It introduces significant new tools to help the
counties better administer and enforce appropriate regulations on short-term vacation
rentals, particularly in our residential neighborhoods.

The department takes no position on the establishment of registered tax
collection agents and the tax amnesty program in this Bill. However, we do support:

» The requirement that registered tax collection agents must share information with
the county planning directors and mayors, including the location of the vacation
rental property, the name of the operator, and the number of nights the property
was rented;

= The requirements that operators provide evidence that each property complies
with applicable State and county land use laws, as confirmed by the appropriate
agency;

* The requirement that any advertisement must be removed within seven days of
notification if it does not adhere to the compliance requirements;

* The ability of counties to impose penalties, including disgorgement of unlawful
profits gained from illegal businesses;

* The clarification of reasonable notice to correct any zoning violation;

* The ability of the counties to recover attomney fees and other costs of action from
the violator;

= The establishment that advertisements not in compliance with given
requirements may be liable for civil fines, as determined by each county; and
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Page 2

* A more explicit policy regarding the counties’ ability to amortize both conforming
and non-conforming single-family transient vacation rental units.

We are appreciative of Section 7 of the Bill, which provides a financial incentive
for counties to establish a verification process for transient vacation rentals.

Finally, we are in the process of drafting a bill that would permit more short-term
rentals on Oahu, but the measure would call for stricter registration and enforcement
requirements. The proposal also would prohibit unhosted, transient vacation units in
residential areas. Shortly, we anticipate sending the bill to the Planning Commission,
which would hold a public hearing and then forward a recommendation to the City
Council for further discussion and action.

Thank you for the opportunity to testify.

Very truly yours,

Kathy S€kugawa
Acting Director
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SUBJECT: HEARING OF APRIL 3, 2018; TESTIMONY IN SUPPORT WITH
COMMENTS OF HB 2605, HD2, SD1, RELATING TO TRANSIENT
ACCOMMODATIONS

Thank you for the opportunity to testify on this important initiative. The purpose of this
measure is to allow transient accommodations brokers to register as a tax collection
agents on behalf of all of its operators and plan managers with certain requirements.

With this said, I would like to forward a few critical comments regarding this legislation.
I believe the counties should be privy to the county related verification information
submitted to the State and that key information on operators should also be available
to counties when an online operator registers with the State.
information to be available until an annual or periodic report will unnecessarily restrict

county enforcement efforts.

With this expressed rational, I support this measure.

RC.mhh.test. Hb2605.hd2,sd 1

Waiting for critical
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Testimony Relating to Transient Accommodations HB2605 HD2 SD1
Before the Senate Committee on Ways and Means April 3, 2018 at 10:00 am
By Michael A. Dahilig Director of Planning, County of Kauai

Honorable Chair Dela Cruz, and Members of the Committee:

The County of Kauai Planning Department STRONGLY SUPPORTS HB2605 HD2 SD1. This
bill strikes a fair balance between ensuring vacation rental transient activities pay their fair share
in taxes, and preventing the Counties to be at a disadvantage in the regulation of their zoning
laws. We further appreciate enhanced civil penalties relating to illegal vacation rental usage, and
the ability to dispose of contested case hearings in a more efficient manner.

The improved County zoning authority in this bill will help us to hold illegal vacation rental
operators responsible. We believe it will have a positive trickle down impact on preserving our
local neighborhoods, keeping resort uses in resort areas, preserving our residential housing stock,
and mimimizing procedural barriers to insure timely due process.

Much has been raised by the transient accommodations brokers regarding potential preemption
under federal law of the state’s ability to hold them culpable for any items they post on their for-
profit web interfaces. However, I would point to a recent U. S. District Court slip opinion in the
U. S. District Court for the Central District of California just issued two weeks ago:

[l]ike the San Francisco ordinance, the City’s Ordinance does not penalize Plaintiffs’
publishing activities; rather, it seeks to keep them from facilitating business transactions
on their sites that violate the law. This type of regulation falls outside the scope of the
[Communications Decency Act] protections.

Home Away v. City of Santa Monica, 2018 WL 1281772.

The SD1 1s largely based on language used in the San Francisco ordinance - an ordinance
AirBNB has agreed to abide by. There should be no reason why AirBNB continues to fight thes
amendments and engage in scare tactics threatening legal action because of preemption.

Further, we have noticed the SD1 has removed any tax amnesty provisions available to
operators, plan managers, and transient accommodation brokers. If the committee does
reconsider amnesty, it should require that it be conditioned upon the standards of good conduct
prescribed for tax collection agents for vacation rentals acting on behalf of the state.

We respecttully urge APPROVAL of the bill. Thank you for the opportunity to comment.

An Equal Opportunity Emplover
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Hon. Donovan Dela Cruz
Chair, Committee on Ways and Means

Hawaii State Senate ]J"l‘l?
415 S. Beretania Street, Room 208 4

Honolulu, Hawaii 96813

Re: Support for HB 2605 HD2, SD1- Relating to Transient Accomodations

Aloha Chairman Dela Cruz,

On behalf of Marriott International’s 36 properties and nearly 5000 employees in the state of
Hawaii, | write to express strong support for HB 2605 HD 2, SD1. As amended, this measure has
incorporated the language and spirit of Senate Bill 2963, which we continue to support. We
applaud the Hawaii State Senate’s pursuit of a workable framework related to the taxation and
regulation of short-term rentals in our state that will restore a level playing field within the local
lodging industry and promote compliance with rules designed to protect and preserve Hawaii’s
communities.

We support the steps this measure takes to ensure transparency on the part of both rental
operators and websites that facilitate rentals, aide counties in their efforts to enforce local
regulations, and establish an equitable tax collection process for all parties who engage in the
lodging business.

The provisions related to each of these areas are based on best practices borrowed from other
jurisdictions that have successfully addressed the proliferation of short-term rentals. All are
necessary to ensure only lawful rental units are on the market, and that applicable taxes are
collected and remitted.

Increasingly, short-term rental units in Hawaii are owned by non-residents, real estate investors
or commercial operators, and not by local homeowners attempting to occasionally supplement
their income. Many are whole-unit rentals available full-time — essentially, unlicensed or illegal
hotels — which take workforce housing supply off the local market and change the character of
Hawaii’s neighborhoods. As shown by a March 2017 study by CBRE, 85% of Airbnb’s revenue
on Oahu now comes from these commercial operations. This segment of the marketplace must
be regulated accordingly.
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HB 2605 HD 2, SD1 does that, striking the right balance between the goals of ensuring fairer
competition within the lodging sector, short-term rental compliance with tax and local land use
laws, and preserving lodging options for visitors to our beautiful islands.

For these reasons, we urge you and your respective committees to act favorably on HB 2605 HD
2, SD1 and move it toward passage.

Thank you for your consideration.

Mahalo nui loa,

Christopher Tatum
Area General Manager, Hawaii
Waikiki Marriott Beach Resort

cc: Honorable Members, Senate Committee on Ways and Means
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April 2, 2018

The Honorable Donovan M. Dela Cruz
Chair — The Senate Committee on Ways and Means

LATE

Re: HB2605 HD 2 SD 1 — Strong Support

Aloha Chair Dela Cruz

Thank you for your continued leadership in the crackdown against illegal short term
rentals in Hawaii. The American Hotel and Lodging Association offers our strong
support for HB2605 HD 2 SD 1.

HB 2605 HD 2 SD 1 Advances Enforcement of Existing State Laws and County
Land Use Ordinances

The passage of HB 2605 HD 2 SD 1 is important in order to advance, and not hinder,
the enforcement of existing State laws and County land use ordinances. Significantly,
the enforcement provisions of the bill apply to all transient accommodations brokers,
whether or not they enter into tax collection agreements. The Counties have been
strong proponents of the enforcement provisions of the bill (and similar provisions in SB
2999 and SB 2963 SD 1), as evidenced by their testimony in support of SB 2963 SD 1:

* City and County of Honolulu, Department of Permitting and Planning: “[SB 2963
Proposed SD 1] introduces significant new tools to help the counties better
administer and enforce appropriate regulations on short-term vacation rentals,
particularly in our residential neighborhoods.”

* County of Kauai, Planning Department: “The improved County zoning authority in [SB
2963 Proposed SD 1] will help us to hold illegal vacation rental operators
responsible. We believe it will have a positive trickle-down impact on preserving
our local neighborhoods, keeping resort uses in resort neighborhoods, preserving
our residential housing stock, and minimizing procedural barriers to insure timely
due process.”

* County of Hawaii, Planning Department: “Although Hawaii County does not have a
transient vacation rental ordinance at this time, SB 2963 will support our eventual
enforcement of illegal vacation units[.]’

¢ County of Maui, Department of Planning (on SB 2999): “From a land use perspective,
we appreciate that this bill addresses the counties’ concerns and have
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AMERICAN HOTEL & LODGING ASSOCIATION
incorporated specific requirements therein. . . All of the enforcement tools will aid
us in providing compliance with local laws].]”

HB 2605 HD 2 SD 1 Is Legally Sound

HB 2605 HD 2 SD 1 is modeled after San Francisco’s Ordinance 178-16 (effective
September 1, 2016), which made it a misdemeanor for hosting platforms to collect
booking fees on illegal rentals. Airbonb and Homeaway challenged Ordinance 178-16
based on the Federal Communications Decency Act, strict criminal liability, and the First
Amendment. On November 8, 2016, the U.S. District Court for the Northern District of
California ruled against Airbnb and Homeaway, finding that the platforms were unlikely
to prevail on the merits of their legal challenges.

Just last month in Santa Monica, A U.S. District Court judge ruled in the city of Santa
Monica’s favor, declaring websites HomeAway and Airbnb did not demonstrate they are
likely to prevail on claims Santa Monica’s short-term rental ordinance violates the
Coastal Act, the Communications Decency Act or the First Amendment. In this case
Judge Otis Wright said “The City’s Ordinance does not penalize Plaintiff's publishing
activities; rather, it seeks to keep them from facilitating business transactions on their
sites that violate the law,” making a clear distinction between the rights of free speech
on the web and the brokering of illegal activities for a fee.

Our Communities are at Stake

AHLA and our colleagues are committed to the wellbeing of Hawaii and the
communities where are more then 110,000 member employees live, work and play.
lllegal short term rentals turn our communities into a commodity, drive up the cost of
living for locals, and take affordable housing stock away from Hawaii families. HB2605
HD 2 SD 1 remedies the blight of illegal short term rentals by giving counties the ability
to actively enforce existing laws that are designed to protect Kama‘aina.

For more than 100 years, the American Hotel & Lodging Association (AHLA) has been
the foremost representative of and advocate for the U.S. lodging industry. We advocate
for our members so they can do their best at what matters most: serving guests,
employees and their communities. This is a job we take very seriously. Thank you for
your hard work and leadership on this issue. We look forward to providing any
information and support that you and your colleagues ask of us as we work together to
make this good bill even better.

Aloha,

Kekoa McClellan
Spokesperson, The American Hotel and Lodging Association
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List of Hawaii Based Members of the American Hotel and Lodging Association:

Ala Moana Hotel

Ambassador Hotel of Waikiki
Andaz Maui Wailea

Aqua Aloha Surf & Spa

Aqua Bamboo & Spa

Aqua Hokele Suites

Aqua llikai Hotel & Suites

Aqua Kauai Beach Resort

Aqua Kauai Shores

Aqua Lotus Honolulu

Aqua Luana Waikiki

Aqua Maile Sky Court

Aqua Maui Beach Hotel

Aqua Naniloa Surf Hotel

Aqua Pacific Monarch

Aqua Pagoda Hotel

Aqua Palms

Aqua Park Shore Waikiki

Aqua Queen Kapiolani

Aqua Skyline

Aqua Volcano House

Aqua Waikik Pearl

Aqua Waikiki Wave

Aqua White Sands Hotel
Aqua-Aston Hospitality

Army Lodging Fort Shafter

Army Lodging Tripler Army Medical Center
Aston Hotel Renew

Aston Hotels & Resorts

Aston Paki Maui

Aston Waikiki Beach Hotel

Aston Waimea Plantation Cottages
Autograph Collection Mauna Kea Beach Hotel
Best Western Pioneer Inn

Best Western the Plaza Hotel
Breakers Hotel

BRYCL Resorts International
Coconut Waikiki Hotel

Courtyard by Marriott Kauai at Coconut Beach
Courtyard by Marriott Kona Beach Hotel
Courtyard by Marriott Waikiki
Courtyard Kauai Coconut Beach
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Courtyard Marriott Maui Kahului Airport
Courtyard Marriott Oahu North Shore
Courtyard Marriott Waikiki Beach

Courtyard Maui Kahului Airport

Days Inn Kihei

Embassy Suites Hotel - Waikiki Beach Walk
Four Seasons Lana’i at Manele Bay

Four Seasons Lana’i at The Lodge at Koele
Four Seasons Resort Hualalai

Four Seasons Resort Maui

Grand Hyatt Kauai

Grand Hyatt Kauai Resort & Spa

Grand Naniiloa Hotel a Doubletree

Grand Wailea Resort

Hale Koa Hotel

Halekulani

Hampton Inn and Suites Oahu Kapolei
Hapuna Beach Prince Hotel

Hawaii Prince Hotel Waikiki

Hilton Garden Inns

Hilton Hawaiian Village Waikiki Beach Resort
Hilton Honolulu Hawaiian Village

Hilton Waikiki Beach

Hilton Waikoloa Village

Hilton Waikoloa Village Resort & Spa
Holiday Inn Express and Suites Kailua-Kona
Holiday Inn Waikiki Beachcomber Resort
Honua Kai Resort & Spa

Honua Kai Resort and Spa

Hotel Molokai

Hotel Wailea Maui

Hyatt Place Waikiki Beach

Hyatt Regency Maui

Hyatt Regency Maui Resort & Spa

Hyatt Regency Waikiki

llima Hotel

Ka anapali Beach Club

Ka'anapali Beach Hotel

Kahana Falls

Kamuela Inn

Kauaai Marriott Resort

Kauai Marriott Resort & Beach Club
Kiahuna Plantation Resort by Castle Resorts
Kilauea Lodge
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Ko Olina Beach Villas Resort

Ko'a Kea Hotel & Resort

Kona Bayview Inn

Kona Coast Resort

Lawai Beach Resort

Lotus Honolulu

Maui Coast Hotel

Maui Condo and Home, LLC
Mauna Kea Beach Hotel

Mauna Lani Bay Hotel & Bungalows
Moana Surfrider, A Westin Resort
Moana Surfrider, A Westin Resort & Spa
Montage Kapalua Bay

Napili Kai Beach Resort

OHANA Waikiki East Hotel

OHANA Waikiki Malia

Outrigger Aina Nalu Resort
Outrigger Airport Honolulu Hotel
Outrigger at Lae Nani

Outrigger Enterprises Group
Outrigger Enterprises Group - Honolulu, HI
Outrigger Enterprises Group, Inc.
Outrigger Fairway Villas

Outrigger Hotels & Resorts
Outrigger Kiahuna Plantation
Outrigger Maui Eldorado

Outrigger Napili Shores

Outrigger Palms at Wailea
Outrigger Reef on the Beach
Outrigger Regency on Beachwalk
Outrigger Royal Kahana

Outrigger Royal Sea Cliff

Outrigger Waikiki on the Beach
Outrigger Waipouli Beach Resort & Spa
Pacific Beach Hotel

Pacific Marina Inn

Palm Villas at Mauna Lani
Plantation Hale Suites

Ramada Honolulu

Ramada Plaza Waikiki

Residence Inn by Marriott Maui Wailea
Royal Grove Hotel

Royal Kona Resort

Royal Lahaina Resort
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Sheraton Kauai Resort

Sheraton Kona Resort & Spa at Keauhou Bay
Sheraton Maui Resort

Sheraton Princess Kaiulani

Sheraton Waikiki

Sheraton Waikiki Hotel

Shipman House Bed & Breakfast Inn
Shoreline Hotel Waikiki

St Regis Princeville Resort

Stay Hotel Waikiki

The Club at Ku Kui'ula

The Club at Kukui'ula

The Cottages & Villas at Turtle Bay Resort
The Fairmont Kea Lani, Maui

The Fairmont Orchid - Hawaii

The Imperial Hawaii Resort At Waikiki

The Kahala Hotel & Resort

The Modern Honolulu

The New Otani Kaimana Beach Hotel

The Outrigger Kapalua Villas

The Outrigger Waikoloa Beach Villas

The Point at Poipu, Diamond Resorts International
The Ritz-Carlton, Kapalua

The Royal Hawaiian Hotel

The Westin Ka'anapali Ocean Resort Villas
The Westin Maui Resort & Spa

The Westin Princeville Ocean Resort Villas
The Whaler on Kaanapali Beach

Travaasa Hana

Trump International Hotel Waikiki Beach Walk
Two Roads Hospitality

Vive Hotel Waikiki

Waikiki Beach Marriott Resort & Spa
Waikiki Grand Hotel

Waikiki Parc Hotel

Waikiki Resort Hotel

Waikiki Sand Villa Hotel Honolulu

Waikiki Shore

Waikoloa Beach Marriott Resort & Spa
Wailea Beach Marriott Resort & Spa
Waldorf Astoria Grand Wailea Resort
Wyndham Koloa
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HB-2605-SD-1
Submitted on: 4/2/2018 3:10:59 PM
Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Prese_nt at
Position Hearing
| KeepltKailua | Individual | Support | No |
Comments:

Strongly support HB2605 HD2 SD1 as written

Traditionally, the rental housing market and the hospitality industry do not intersect.
However, AirBnB and other internet vacation rental brokers have created a platform that
allows landlords to pit tourist dollars against renter dollars. Landlords can potentially
earn significantly more money by converting traditional rental stock into AirBnB units, as
many appear to have done.

Hawaii cannot afford to lose housing units. Recent government reports verify the State
of Hawaii is facing a housing shortage of over 55,000 residential homes within ten
years. Visitor lodging businesses in residential zoning reduce the local housing supply.
The belief that owner-occupied vacation rentals do not reduce the housing supply is
false. Apartments attached to homes, studios, cottages, Ohana units and ADU’s are
desperately needed housing in our residential community. The vast majority of young
singles and young married couples “cannot” afford to purchase or rent an entire house.
Vacation rentals of any type or form not only reduce the supply of long-term rentals,
they also drive up rental rates for long-term rentals.

Visitor lodging businesses in our neighborhoods also change the “residential character”
of our neighborhoods and the entire community by displacing local neighbors from our
neighborhoods with a revolving door of strangers. Short-term tenants have little interest
in public agencies or in the welfare of the citizenry. They do not participate in local
government, coach paddling, or join the hospital guild. They do not lead a scout troop,
volunteer at the library, or keep an eye on an elderly neighbor. Literally, they are here
today and gone tomorrow—without engaging in the sort of activities that weld and
strengthen a community.

Thank you for your consideration.

Keep it Kailua
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Keep It Kailua is a grassroots community group founded in 2004 whose purpose is to
retain Kailua’s family-oriented residential character and quality of life.

Keep It Kailua’s goals are to:
* Protect residential zoning and promote permanent residency in our neighborhoods

* Preserve and enhance scenic, civic, recreational and cultural features that define
Kailua’s sense of place

* Protect water resources essential to the health of the environment
* Preserve trees and maintain open green space

* Promote walking and the use of non-motorized bicycles as alternatives to automobile
transportation within and around the town

* Promote businesses that serve the residential community

» Support other community groups with similar goals

Please visit us at www.keepitkailua.com



http://www.keepitkailua.com/

5 UNITE HERE!
LOCAL 5 HAWAII

Eric W. Gill, Financial Secretary-Treasurer Gemma G. Weinstein, President Godfrey Maeshiro, Senior Vice-President

Monday, April 2, 2018

Senate Committee on Ways & Means ld"l‘l?
Hawaii State Legislature Vi

State Capitol
415 South Beretania Street

Re: HB 2605 HD2, SD 1
Aloha Chair DelaCruz and Committee Members,

UNITE HERE Local 5 — a local labor organization representing 11,000 hotel, health care
and food service workers throughout Hawaii would like to offer comments supporting
the intent of HB 2605 HD 2, SD 1.

While we recognize the hard work of your Committees in addressing the legal concerns
raised by those that oppose sensible regulations regarding illegal vacation rentals, we
would also encourage your Committees to remain steadfast in requiring platforms such
as AirBnb be transparent in their representations before the Legislature.

We would also like to offer one amendment to the proposed SD 1 for the purposes of
providing additional clarity and accuracy:

1) We would propose deleting the word “land use” starting on Line 2 of PG 9 then
throughout the proposed SD1. Its use is unnecessarily narrow. Online platforms
and the scope of their businesses go beyond that of just land use laws.

Stored Communications Act

The Stored Communications Act (“SCA”), 18 U.S.C. § 2701 (a)(1), was enacted to protect
telephone and email messages, not commercial website transactions. This is shown by
the very cases AirBnb cites. In Brown Jordan International, Inc. v. Carmicle, 846

F.3d 1167 (11™ Cir. 2017), the defendant was an employee of Brown Jordan, the
furniture maker. He got into the Brown Jordan email system and “accessed other
employees’ emails without authorization.” Id. At 1175. In Crispin v. Audigier, 717 F.2d
965 (C.C. Cal. 2010), subpoenas to Media Temple, Facebook and MySpace were
involved. The subpoenas attempted to retrieve messages to and from the plaintiff,
Crispin. The court held that these social media were like electronic bulletin boards and
they were subject to the SCA only to the extent messages posted on them were kept

1516 South King Street, Honolulu Hawaii 96826-1912 » 808-941-2141 « www.unitehereb.org
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private.

Transactions on a publicly-open website like Airbnb are not covered by the SCA. Keithly
v. Intelius, Inc., 764 F.Supp.2d 1257, 1271-72 (W.D. Wash. 2011). “Intelius is an on-line
information service. Customers can go to Intelius’ website and, among other things,
purchase background check, search for individuals, and identify callers by cellphone
number.” Id. at 1262-63. People who go to this website may purchase these services.
Id. at 1263. The court held that Intelius is not subject to the SCA. “Intelius is not an
internet service provider, telecommunications company, or a public carrier of any kind.
Although it uses electronic communications to conduct its business on the internet, it
does not provide the wire or electronic communications services utilized by its
customers and is therefore not subject to the SCA.” Id. at 1271-72 . This conclusion
applies equally to AirBnb — and to many other public, commercial websites which are
used for purchasing goods and services not as telecommunications facilities. See also
Crowley v. CyberSource Corp., 166 F.2d 1263, 1270-71 (N.D. Cal 2001)(Amazon is not an
electronic communication service).

Homeaway.com, Inc. v. City of Portland, Civil No. 3:17-cv-00091, pending in the United
States District Court for the District of Oregon, is not what AirBnb says it is. Notably,
AirBnb does not cite any particular order of the court let alone provide a copy of any
decision showing that the court has endorsed the idea that a site like AirBnb or
Homeaway comes within the meaning of the SCA. In Homeaway, the court has enjoined
part of the city of Portland ordinance. It did not issue a written decision. Instead, the
court has simply posted a “Minute Order”. The case is still in the early stages of
litigation and hardly represents a precedent of any sort.

The SCA draws a distinction between the “contents of electronic communications” and
“records” of such communications. “Contents” are the substance of the communication
itself. 18 U.S.C. § 2711(1). But records are just name, address, connection information,
subscriber number or identity and means of payment. 18 U.S.C. § 2703(c)(2). Less
protection is given to records than to contents. Importantly, a subscriber may challenge
an order for release of content but not for release of records. In Re: § 2703(d) Order,
787 F.2d 430 (E.D. Va. 2011). Therefore, even if AirBnb was an electronic
communications service, it would not be open to suit by any of its listers for reporting
the records of their listings.

The impact of accepting AirBnb’s novel argument about the SCA would be far-reaching.
No commercial website could be required to disclose any information about its users to
the government. This would be true even when the website was being used to conduct
illegal transactions — which is exactly what is happening here. lllegal short-term rentals
may seem relatively benign but the argument also means that a website set up to
facilitate drug transactions or prostitution could not be required to tell anything about
its illegal listers. A very powerful showing of congressional intent would be required for
this. AirBnb has offered none.
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In any event, the SCA exempts disclosures which are authorized by users of electronic
communications services. 18 U.S.C. § 2701(c)(2), § 2707(b)(3) and § 2707(c)(2). AirBnb
obtains this authorization routinely and universally through its “Terms of Services”
which provide that AirBnb may disclose any user information it receives when necessary
to “comply with our legal obligations” and “protect the rights . . . of Airbnb.” The use of
the AirBnb site must agree to these terms. AirBnb would therefore be able to comply
with the reporting and disclosure provisions in SB 2999 and SB 2963 SD1.

Fourth Amendment: Patel v. City of Los Angeles

Airbnb’s argument based on City of Los Angeles v. Patel, 576 U.S. , 135 S.Ct. 2443 (2015)
would have even more extraordinary consequences. Patel did not involve a reporting
and disclosure law. Instead, it was about a Los Angeles ordinance requiring hotel and
motel operators to open their books and records to government inspectors upon
demand. Patel and the case it relied upon, Camara v. Municipal Court of City and County
of San Francisco, 387 U.S. 523 (1967), have never been applied to reporting and
disclosure laws. These laws are ubiquitous at every level of government and have never
been found to violate the Fourth Amendment. There is no intimation in Patel that the
decision extends any further than the type of action involved in that case: government
arrogating to itself the power to look at privately-kept records whenever it chooses.

Conclusion

For the past three legislative sessions, Local 5 has argued that the key elements that at a
minimum need to be included in whatever measure gets passed include:

* |t must not preempt the counties’ ability to enact good regulations, and to the
greatest extent possible improve the counties’ ability to make those regulations
effective in practice;

* Rental operators should be required to certify to the tax collection broker that
they are operating legally, and provide documentation to back that up;

* |t should complement/supplement Act 204 in allowing the state to hold
operators accountable; and

* Tax collection brokers should be required to operate transparently by providing
lists of names and addresses of operators to the State so the State can verify that
the money it is collecting reflects reality.

We believe HB 2605 HD 2, SD 1 take important steps that help ensure some of these
points get addressed. We remain encouraged by provisions that would strengthen the
Counties’ abilities to enforce against illegal short-term vacation rentals. Sections 10 &
11 in particular appear to allow for higher fines up to and including disgorgement,
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sharing of data with the proper county authorities responsible for enforcement, and
increased powers to enforce; these are all meaningful steps forward in this proposed
draft that we hope will remain intact as this measure moves forward for more
discussion.

We ask for your Committees support of the Senate Draft 1 with the amendment we
offered.

Thank you.
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Submitted on: 4/2/2018 10:35:25 AM
Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Present at
Position Hearing
Testifying for
Allan Raikes Condominium Rentals Oppose No
Hawaii

Comments:
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Submitted on: 4/2/2018 1:35:40 PM
Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Present at
Position Hearing
Randall Lorenz Testlfylnglfﬂ:Maw Nuts Oppose No

Comments:
We support the testimony provided by RBOOA.
Randall Lorenz & Mary Nadolny

808-205-4246
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HB-2605-SD-1

Submitted on: 4/2/2018 10:40:25 AM
Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Prese_nt at
Position Hearing
| Kim Jorgensen | Individual | Support | No |
Comments:

| support this bill because it will hopefully crack down on the law-breaking landlords in
Apartment/Residential zones.

There is a group of unit owners in the Waikiki Lanais, 2452 Tusitala St., that received a
letter in early December 2017 from the property management company advising that
the Department of Planning and Permitting determined that the building is in an
Apartment Use only zone so the minimum rental is 30 days, and there are no active
Nonconforming Use Certificates for that address.

These owners of short term rentals in the Waikiki Lanais condo building, despite being
advised of the illegality of their vacation rentals, continue to advertise on Airbnb,
HomeAway, VRBO, etc. and continue to have short term vacation rentals in the
building.

These owners do not live in the units and do not have people stay in a guest bedroom
or on the couch. These units are rented in their entirety; completely private

rentals. Most of them were purchased for such an investment; financial hardship does
not play a part in their decision to disobey the zoning law.

These owners are flagrantly breaking the zoning law, and it is no wonder that they will
be against this bill. The state needs to do something about these illegal rentals now, no
matter what happens to this bill.
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Submitted on: 4/2/2018 10:47:34 AM
Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Prese_nt at
Position Hearing
| Terri Watson | Individual | Oppose | No |
Comments:

Dear Chair Senator Dela Cruz, Vice Chair Senator Keith-Agaran, and the Ways and
Means Committee:

| live in Kailua, am a homeowner here, and am well acquainted with the many issues
around vacation rentals in our area. They are out of control and need regulation, but this
bill it NOT it. Thus, | am testifying in opposition to HB2605, SD1

The issues with transient accommodations are not primarily about taxes. | know many
individuals who run "illegal" rentals, and every one of them pays the GET/TAT. This bill
might provide more money to the state, but it in no way addresses the issues of noise,
overcrowding and other concerns when residential neighbors run de facto hotels or
resort accommodations.

Additionally, the method that this bill intends to use, to collect taxes, is both unfair and
not feasible. It is not fair in that if the online listing agency makes a mistake in reporting,
the homeowner is penalized. You can't do that -- even the IRS doesn't do that. In
addition, requiring the homeowner to provide some proof that their accommodation
meets local requirements --- unless you task the listing platform to somehow track local
ordinances (hard enough for even locals to do!), this has not teeth and no ability to
comply.

Transient accommodations are a challenge because the state only sees the issue as a
tax/revenue issue, and the local towns and cities see it as a lack of compliance with
zoning ordinances issue. Until a solution that integrates both of these concerns is found,
you will make no headway.

| do not currently rent any of my home to vacationers. | likely will in the future as a
supplement to retirement income so that | can keep paying my mortgage. | will live in
the same home as the rental, and | will collect and pay taxes -- because both are the
right things to do. | will also be abiding by the 30 day minimum rule, but think that a well
regulated alternative accommodation industry could work.

But this bill solves none of these things, and more importantly, puts law abiding
homeowners at risk by holding them accountable to an online platform's performance of
their duties. It also feels like it violates basic privacy.
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Thanks for your consideration.
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Submitted on: 4/2/2018 10:44:50 AM 4

Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Present at
Position Hearing
| Richard Emery | Individual | Oppose | No
Comments:

This Bill will hurt Hawaii's economy with an adverse effect on tourism. It ignores the
shift in change in traveler's preferences for accommodations. This bill is not the best

approach.
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Submitted on: 4/2/2018 10:22:48 AM
Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Prese_nt at
Position Hearing
| Donato Pompo | Individual | Oppose | No |
Comments:

I’'m writing because | own and operate a vacation rental and I'm worried about the
impact proposed SD1 for HB2605, HD2 will have on my business, my family and those
who work for me.

The proposed SD1 would restrict the use of properties as vacation rentals, require
brokers to share personal owner information with State and County agencies and
increase penalties on owners and brokers of unpermitted vacation rentals. | also
guestion whether or not it is in violation of several Federal Statutes.

I’'m all for reasonable regulation and appropriate penalties, and it is my understanding
that both Hawaii County and the City and County of Honolulu are moving to update their
regulations in an effort to deal with some of the key issues highlighted in the proposed
SD1. Why not wait to see what kind they come up with before trying to wade in. It
seems that this bill is trying to put the cart before the horse.

It seems to me that the State Legislature should give these counties a chance to “get
their act together”, before muddying the waters with State regulation, so | ask you to
please defer HB2605, HD2.

Aloha,

Mabhalo,

Donato

Donato and Tricia Pompo

Pompo Beach Villas Condo

78-6721 Ali'i Drive, Condo 2-201 and 2-104


WamTestimony
Late


Kailua-Kona, HI 96740
Tel: 619-823.2872

E-mail: Donato@CTaSC.com

Web: www.KonaBeachCondo.com

"Attention to detail keeps quality within reach..."
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Submitted on: 4/2/2018 11:07:04 AM
Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Present at
Position Hearing
| Denise Boisvert | Individual | Support | No |
Comments:

| strongly support this bill because it addresses landlords who are land use law-
breakers. The easy-to-use web-based reservation sites have caused a proliferation of
illegal rentals.

Licensed real estate agents and individual investors actively rent short-term rentals at
the Waikiki Lanais, 2452 Tusitala St. in Waikiki. They were formally informed by the
Department of Planning and Permitting 4 months ago that the building is zoned for
residential/apartment use only with a minimum of 30 days rental, yet they are still
advertising and illegally accommodating short-term rental vacationers. Isn’t this also a
violation of a real estate license?

The State needs to stop these illegal rentals that are disturbing the peace and tranquility
of long-term residents. The condo units in the Waikiki Lanais building are advertised as
private, non-shared condo rentals, and most have a minimum of 3 nights. Some floors
have 6 to 8 out of 10 units as vacation rentals!
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Submitted on: 4/2/2018 12:03:49 PM
Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Prese_nt at

Position Hearing

| Scott Robertson | Individual | Support | No
Comments:

As a resident in the Apartment District of Waikiki, | appreciate the Legislature's efforts to
control short term vacation rentals. | reside in a building in which short term rentals are
not allowed (Waikiki Lanais) due to zoning. The condo board sought and received an
unqualified decision regarding this matter and notified operators of short term rentals.
Nonetheless, there are multiple illegal short term rental advertisements still online and
these illegal businesses are continuing in the building. Operators of these illegal rentals
have tried to take over the Board in order to eliminate enforcement. Our buiding has
been a close-knit residential community for 40 years, but in the last 2-3 years it has
started to feel like living in a hotel. Our neighbors are being replaced by strangers who
come and go every few days. Our laundry room is overwhelmed by cleaning services
that are in the building nonstop. We are happy to welcome vacationers into the building
in legal rentals, but we need your help to control illegal short term rentals that are
destroying the community spirit of our building. We need you to clarify the rules, define
stiff penalties, establish easy reporting protocols, and strengthen penalties and
enforcement.
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Submitted on: 4/2/2018 12:10:08 PM
Testimony for WAM on 4/3/2018 10:00:00 AM

Submitted By Organization Test_lfler Prese_nt at
Position Hearing
| Steven Morley | Individual | Oppose | No
Comments:

Dear Chair Senator Dela Cruz, Vice Chair Senator Keith-Agaran, Ways and Means
Committee:

| am writing to express my opposition to the proposed HB 2605 SD1 measure. | have
been a vacation rental property owner on Maui since 2005 and have faithfully paid my
GE and TA taxes during every period since that time. More and more of my rental
reservations are coming to me through the web-based booking agencies such as
HomeAway and AirBnb. These organizations have been very effective at providing me
with strong bookings, but, at least in the case of AirBnb, they have not been able to
collect the required GE and TA taxes as an explicit charge in Hawaii due to current
regulations. We have to pay these taxes from the net rental that the tenant pays and
this adds confusion to the tenants who perceive that, depending on how they book with
us, they either do or do not pay the 14.42% taxes. Of course, this is not true, they pay
anyway, but it is very confusing that AirBnb cannot explicitly charge these taxes. We
have used AirBnb for vacation rentals in other states and cities and they are able to
show the taxes explicitly, but not in Hawaii. We support the idea of modifying Hawaii
law so that these taxes can be collected by these thrid party agencies, but the proposed
amendments to HB 2605 go FAR beyond making this tax collection more convenient
and try to add extra burden on property owners and their booking agencies. |
understand that many vacation owners do not properly pay their taxes and | agree that
better enforcement against these tax scofflaws is needed, but not by adding an onerous
burden to the tax paying owners, like me, and to our booking agents.

The recent increases in TA tax rates by almost 30% over the past 10 years has already
made Hawaii a more expensive alternative for vacationers who we find are now seeking
lower cost options, such as resorts in Mexico<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>