SB 2380

RELATING TO TAXATION

Description:

Requires the state tax department to grant counties access to the State's
income tax database for real property tax purposes.
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Support of SB 2380, Relating to Taxation

The Codnty of Maui is testifying in support of SB 238C, which would provide the
counties with access to the state income tax database to effectively monitor its real

property tax programs.

Thé proposed amendment would allow sach county’s real property tax division
with information that-will protect the lntegr:ty of the existing home exemption and circuit
breaker relief programs

Thank you for the opportunity to testify 6n this matter.

Singgrely,

ALAN M. ARAKAWA
Mayor, County of Maui
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RE:  SB2380 - RELATING TO TAXATION

The City and County of Honolulu supports the intent of SB2380, which would provide the counties
with access to the state income tax databases in order to enable the counties to efficiently provide
real property tax rellef to eligible taxpayers.

One such tax relief program that the city provides is an exemption for real property owned and
occupied as the owner’s principal home whereby the owner is age 75 years or older and the total
household income qualifies as low-income. Another program is the tax credit, also known as the
circuit breaker, where homeowners receive a tax credit on their property tax if that tax exceeds a
percentage of their income.

While granting access to the counties to the state income tax database may be the most efficient
and cost effective way for the counties to verify real property owners’ income statements, we have
some concerns about the privacy issues related to accessing personal and confidential taxpayer
information.

To minimize any breach of confidentiality the city would prefer to send the state a list of the
taxpayers whose incomes needing verification, thereby avoiding any direct access by other than
state employees.

Instead of the proposed new language in SB2380, we propose the following language for §231-18
and §235-117:
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“The department of taxation shall nrovide any county of this State, or the authorized
representatives thereof, verification of the income tax and corraboration of other tax filing data of
real property owners for real property tax purposes only.”

We thank you for the opportunity to testify on this imporiant taxpayer relief issue and would be
happy to answer any questions you may have.

Respectfully Submitted,

A

ary\T. Kurokawa, Administrator
Real/Property Assessment Division
and Gounty of Honolulu
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Support of SB 2380, Relating to Taxation

The County of Maui, Real Property Tax Division supports the intent of SB 2380,
Reiating to Taxation, which would allow the counties access to the state income tax

databases.

By providing applicable tax information to Maui County, our home exemption and
circuit breaker tax credit program will be provided another tool against fraud. For the past
two years, our office has received information from the State Department of Taxation that
has led to removal of home exemptions.

We urge you to pass this amendment and give the Counties the means to safeguard
its exemption and circuit breaker programs.

Thank you for the opportunity to testify on this matter,

Sincerely,

Yy
Administrator, Real Property Tax Division
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In consideration of
SENATE BILL 2380
RELATING TO TAXATION REQUIRING THE STATE TAX
DEPARTMENT TO GRANT COUNTIES ACCESS TO THE STATE’S
INCOME TAX DATABASE FOR REAL PROPERTY TAX PURPOSES

The County of Kaua‘i submits the following testimony in support of this bill which
will provide access to the State Tax Department database for the purposes of real

property tax use only in order for the Counties in the State of Hawai‘i to efficiently
provide tax relief to eligible taxpayers based on their filed State tax returns.

Currently, the Counties cannot access the data base even though currently access is
available to duly accredited tax officials of the United States, any state or territory,
or the authorized representative thereof for tax purposes only.

The Counties in Hawai‘i should have that same privilege.

Thank you for the opportunity to provide this testimony.

An Equal Opportunity Employer
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SUBJECT: ADMINISTRATION, County access to taxpayer information
BILL NUMBER: SB 2380
INTRODUCED BY: Dela Cruz, Kidani and 4 Democrats

BRIEF SUMMARY: Amends HRS sections 231-18 and 235-117 to allow the department of taxation to
permit any county to access the income tax data of applicants for real property tax purposes only.

EFFECTIVE DATE: Upon approval

STAFF COMMENTS: While the proposed measure would allow the counties to access state taxpayer
information, it should be remembered that HRS section 235-116 provides that all income tax returns and
return information including any copy of any portion of a federal income tax return or any information
contained on a federal return used in filing a state income tax return shall be confidential. This provision
of the law recognizes the agreement between the state and the federal Internal Revenue Service to share
confidential taxpayer information to assist in the auditing of taxpayer returns. As a result, part of the
deal is that taxpayer information remains confidential and is used only for the purpose of sharing
information.

Therefore, the adoption of this measure may be in violation of this agreement as information on returns
for taxes other than the income tax eventually is reported on the net income tax return. If any form of
this proposal gains legislative traction, the state should secure written concurrence from the Internal
Revenue service before passage of this proposal.

That said, it is understandable that utilization of income information would be helpful to the counties in
determining the need for relief from real property taxes or other taxes or fees administered by the
counties, Talks between the state and the counties should continue to see if there is a way that the state
could validate information provided by a taxpayer to the county in order to determine eligibility for
county tax relief.
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