
a734 STAND. COM. REP. NO: 

Honolulu, Hawaii 

MAR 0 4 2016 
RE: S.B. No. 2923 

S . D .  1 

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

Sir: 

Your Committee on Ways and Means, to which was referred S.B. 
No. 2923 entitled: 

"A BILL FOR AN ACT RELATING TO TAX ADMINISTRATION," 

begs leave to report as follows: 

The purpose and intent of this measure is to bring clarity 
and consistency to the treatment of penalties and fines within 
Title 14, Hawaii Revised Statutes, and promote compliance with the 
tax laws of the State. 

More specifically, this measure: 

(1) Clarifies that interest shall be imposed on all unpaid 
penalties and fines; 

(2) Requires the chairperson of the applicable Board of 
Review to file a notice of transfer with the Tax Appeal 
Court when the board receives notice that a taxpayer 
elects to transfer a tax appeal to that court; 

(3) Specifies the interest rate on amounts paid out of the 
litigated claims fund; and 

( 4 )  Provides that for assessments exceeding $50,000, the 
assessed taxes, penalties, and interest shall be paid 
prior to an appeal. 
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Your Committee received written testimony in support of this 
measure from the Department of the Attorney General and the 
Department of Taxation. 

Your Committee received written testimony in opposition to 
this measure from The Chamber of Commerce Hawaii, the Council on 
State Taxation, the Tax Committee of the Hawaii Society of 
Certified Public Accountants, and two individuals. 

Your Committee received written comments on this measure from 
the Tax Foundation, the Tax Foundation of Hawaii, and one 
individual. 

Your Committee finds that this measure will: 

Provide clarity and create uniformity by imposing 
interest on all unpaid penalties and fines rather than 
only on penalties and fines that become part of the tax 
pursuant to statute; 

Provide procedural clarity regarding a taxpayer's 
exercise of the right to transfer an appeal from the 
Board of Review to the Tax Appeal Court, and the duties 
of the Board of Review upon receiving a notification of 
the transfer; and 

Simplify the rate of interest to be paid to taxpayers on 
funds held in the litigated claims fund by plainly 
stating the interest rate rather than referring to a 
formula computed with reference to the Internal Revenue 
Code. 

Your Committee has amended this measure by: 

(1) Deleting an amendment requiring that a taxpayer's first 
tax appeal to the Board of Review or Tax Appeal Court 
may be made without payment of the tax assessed only if 
the assessment does not exceed $50,000, which was 
characterized in testimony as an unfair "pay to play" 
requirement and was the primary focus of testifiers who 
opposed the measure; and 

(2) Specifying the rates of interest to be paid to 
successful appealing taxpayers on funds held in the 
litigated claims fund. 
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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. 2923, as amended herein, and recommends that it pass Second 
Reading in the form attached hereto as S . B .  No. 2923, S.D. 1, and 
be placed on the calendar for Third Reading. 

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

n -  

TOKUDA, Chair 
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