STAND. COM. REP. NO. 2741

Honolulu, Hawaii

MAR 0 4 2016
RE: S.B. No. 2693
S.D. 2

Honorable Ronald D. Kouchi
President of the Senate
Twenty-Eighth State Legislature
Regular Sessiocn of 2016

~State of Hawaii

Sir:

Your Committee on Ways and Means, to which was referred S.B.
No. 2693, S.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
collection of general excige and transient accommodations taxes.

Specifically, this measure allows transient accommodations
brokers to register as tax collection agents to collect and remit
general excise and transient accommodations taxes on behalf of
operators and plan managers using their services.

Your Committee received written comments in support of this
measure from Airbnb, Inc., and Rental by Owner Awareness
Association.

Your Committee received written comments in opposition to
this measure from the Planning Department of the County of Kauai,
Kailua Neighborhood Board, and four individuals.

Your Committee received comments on this measure from the
Department of Taxation and the Tax Foundation of Hawaii.

Your Committee finds that, under certain circumstances, a
private person is allowed toc act as a tax collection agent. For
example, section 237-9, Hawail Revised Statutes, allows a person
engaged in network marketing, multi-level marketing, or other
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similar business to enter into an agreement with the Department of
Taxation to act as a tax collection agent on behalf of its direct
sellers. Your Committee also finds that similarly allowing a
transient accommodations broker to act as a tax collection agent
on behalf of providers of transient accommodations that utilize
their services may facilitate the collection of transient
accommodations taxes and general excise taxes.

Your Committee has amended this measure by:

(1) Clarifying the causes upon which an application for
registration as a transient accommodations broker tax
collection agent could be denied;

(2) Expanding the Department of Taxation's authority to
cancel a transient accommodations broker tax collection
agent's registration;

(3) Providing that a transient accommodations broker tax
collection agent's registration is not transferable
under any c¢ircumstances; and

(4) Specifying that the measure shall apply to taxable years
beginning after December 31, 201le6.

Your Committee recognizes that the transient vacation rental
unit issue is controversial in many communities. Your Committee
realizes that this measure provides some anonymity to transient
vacation rental operators. Thus, your Committee requests future
tax collection agents and the Department of Taxation to guard
against permitting illegal rental units to operate.

"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. 2693, S.D. 1, as amended herein, and recommends that it pass
Third Reading in the form attached hereto as S.B. No. 2693,
S.D. 2.
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Respectfully submitted on
behalf of the members of the
Committee on Ways and Means,

JILL N.é EE,KUDA, Chair
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