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HOUSE OF REPRESENTATIVES
THIRTY-SECOND LEGISLATURE, 2024 H . B . N O .

STATE OF HAWAII

A BILL FOR AN ACT

RELATING TO TAXATION.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAIIL:

SECTION 1. The legislature finds that Act 247, Session
Laws of Hawaii 2005, established the county surcharge on state
tax to provide an initial funding source for certain county
transportation projects. Subsequently, Act 48, Session Laws of
Hawaii 2023, amended the county surcharge on state tax to allow
the funding of housing infrastructure. The county surcharge on
etate tax is scheduled to be repealed on December 31, 2030. The
legislature notes that the counties will have six years to find
alternative revenue sources to support programs that are
currently funded by the county surcharge on state tax.

The purpose of this Act is to, upon the repeal of the
county surcharge on state eax, establish a successor surcharge
on the general excise and use taxes to provide:

(1) Funding for statewide universal preschool;

(2) Supplemental funding to the deﬁartment of education

for K-12 school purposes; and
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H.B. NO.2 7l

(3) Funding for the provision of social services in the
State.
SECTION 2. Section 237-8.6, Hawaii Revised Statutes, is
amended to read as follows:
"§237-8.6 [County—surcharge] Surcharge on [state] general

excise tax; administration. (a) [The—eounty] Beginning

January 1, 2031, a surcharge on [state—taxx—upon—theadoption—-of

seetion—46—16-8+] the taxes imposed under this chapter shall be

levied, assessed, and collected as provided in this section on

éll gross proceeds and gross income taxable under this chapter.

[No—county—shall—set—the] The surcharge [en—state—taz—at-a] rate

[greater—than] shall be equal to one-half per cent of all gross

proceeds and gross income taxable under this chapter. all
provisions of this chapter shall apply to the [eewrmty] surcharge
[emn—state—tax]. With respect to the surcharge, the director of
taxation shall have all the rights and powers provided under
this chapter. In addition, the director of taxation shall have

the exclusive rights and power to determine the county or

~counties in which a person is engaged in business and, in the

case of a person engaged in business in more than one county,
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through apportionment or other

1

the director shall determine,

that portion of the surcharge on state tax attributable

means,

2

to business conducted in each county.
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45+

srdinanee—eon—or-after August—3+—2623—but—befoxre
December 31 —2023-and

42+ After Pecember—31-—2030+

+e}+] (b) The [eeurty] surcharge on [state] general excise

tax [—if-adeptedy] shall be imposed on the gross proceeds or
gross income of all written contracts that require the passing
on of the taxes imposed under this chapter; provided that if the
gross proceeds or gross income are recei&ed as payments
beginning in the taxable year in which the taxes become
effective, on contracts entered into_beere June 30 of the year
prior to the taxable year in which the taxes become effective,
and the written contracts do not provide.for the passing on of
increased rates of taxes, the [eéﬁﬁ%y] surcharge [en—statetax]
shall not be imposed on the gross proceeds or gross income

covered under the written contracts. The [eesunty] surcharge [e=m
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state—tax] shall be imposed on the gross proceeds or gross
income from all contracts entered into on or after June 30 of
the year prior to the taxable year in which the taxes become
effective, regardless of whether the contract allows for the
passing on of any tax or any tax increases.

[&r—Neo——eourty] (c¢) The surcharge on [state] general

excise tax shall [be—established—on] not apply to any:

(1) Gross income or gross proceeds taxable under this
chapter at the one-half per cent tax rate;

(2) Gross income or gross proceeds.taxable under this
chapter at the 0.15 per cent tax rate; or

(3) Transactions, amounts, persons( gross income, oOr gross
proceeds exempt from tax under this chapter.

(te+] (d) The director of taxation shall revise the

general excise tax forms to provide for the clear and separate

designation of the imposition and payment of the [eoumty]

surcharge on [state] general excise tax.

[+5+] (e) The taxpayer shall designate the taxation
district to which the [eeuwmty] surcharge on [state] general
excise tax is assigned in accordance with rules adopted by the

director of taxation under chapter 91. The taxpayer shall file

HB LRB 24-0207-2.docx 5
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a schedule with the taxpayer's periodic and annual general
excise tax returns summarizing the amount of taxes assigned to
each taxation district.

| [+e] (f) The penalties provided by section 231-39 for
failure to file a tax return shall be imposed on the amount of
surcharge due on the return being filed for the failure to file
the schedule required to accompany the return. In addition,
there shall be added to the tax an amount equal to ten per cent
of the amount of the surcharge and tax dﬁe on the return being
filed for the failure to file the schedule or the failure to
correctly report the assignment of the general excise tax by
taxation district on the schedule required under this
subsection.

(] (g) All taxpayers who file on a fiscal year basis
whose fiscal year ends after December 31 of the year prior to
the taxable year in which the taxes become effective, shall file
a short period annual return for the period preceding January 1
of the taxable year in which the taxes become effective. Each

fiscal year taxpayer shall also file a short period annual

return for the period starting on January 1 of the taxable year
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in which the taxes become effective, and ending before January 1

.of the following year."

SECTION 3. Sectilion 238-2.6, Hawaili Revised Statutes, is
amended to read as follows:
"§238-2.6 [County surcharge] Surcharge on [state] use tax;

administration. (a) [Fre—eounty] Beginning January 1, 2031; a

surcharge on [state—tax—upon—the adoption—ofa—ecounty-ordinance
and—in-accordance—with—the—reguirements—of-section—46-16-8+-] the

taxes imposed under this chapter shall be levied, assessed, and

collected as provided in this section on the value of property

and services taxable under this chapter. [Ne—eounty——shatt—set

£he] The surcharge [emn—stote—taxabt—=a] rate [greater-—+than] shall

be equal to one-half per cent of the value of property taxable
under this chapter. All provisions of this chapter shall apply
to the [eewrmty] surcharge [em—state—+tax]. With respect to the
surcharge, the director shall have all the rights and powers
provided under this chapter. 1In addition, the director of
taxation shall have the exclusive rights and power to determine
the county or counties in which a person‘imports or purchases
property and, in the case of a person importing or purchasing

property in more than one county, the director shall determine,
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(R BT



10

11

12

13

14

15

16

17

18

19

20

Page 8

H.B. NO. 275l

through apportionment or other means, that portion of the

surcharge [en——state—ta3x]

purchase in each county.

attributable to the importation or
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24 After Pecember—33—20630—+
+er—Ne—eourty] (b) The surcharge on [state] use tax

shall [be—established-uporn] not apply to any use taxable under

this chapter at the one-half per cent tax rate or upon any use
that i1s not subject to taxation or that is exempt from taxation
under this chapter. |

[+65-] (c) The director of taxation shall revise the use
tax forms to provide for the clear and separate designation of
the imposition and payment of the [eeunty] surcharge on [state]
use tax.

[+e>] (d) The taxpayer shall designate the taxation

district to which the [eeurty] surcharge on [state] use tax is

assigned in accordance with rules adopted by the director of
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taxation under chapter 91. The taxpayer_shall file a schedule
with the taxpayer's periodic and annual use tax returns
summarizing the amount of taxes assigned to each taxation
district.

| [+£>] (e) The penalties provided by section 231-39 for
failure to file a tax return shall be imposed on the amount of
surcharge due on the return being filed for the failure to file
the schedule required to accompany the return. In addition,
there shall be added to the tax an amount equal to ten per cent
of the amount of the surcharge and tax dﬁe on the return being
filed for the failure to file the schedule or the failure to
correctly report the assignment of the use tax by taxation
district on the schedule required under this subsection.

[te7] (f) All taxpayers who file on a fiscal year basis
whose fiscal year ends after December 31 of the year prior to
the taxable year in which the taxes become effective, shall file
a short period annual return for the period preceding January 1
of the taxable year in which the taxes become effective. Each

fiscal year taxpayer shall also file a short period annual

return for the period starting on January 1 of the taxable year
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in which the taxes become effective, and ending before January 1
of the following year."

SECTION 4. Act 247, Session Laws of Hawaii 2005, as
amended by Act 240, Session Léws of Hawaii 2015, as amended by
Act 1, First Special Session Laws of Hawaii 2017, is amended by
amending section 9 tovread as follows:

"SECTION 9. This Act shall take effect upon its approval;
provided that:

(1) If none of the counties of the.State adopt an

ordinance to levy a county surcharge on state tax by
December 31, 2005, this Act shall be repealed and
section 437D-8.4, Hawalii Revised Statutes, shall be
reenacted in the form in which it read on the day .
prior to the effective date of this Act;

(2) If any county does not adopt an ordinance to levy a
county surcharge on state tax by December 31, 2005, it
shall be prohibited from adopting such an ordinance
pursuant to this Act, unless otherwise authorized by
the legislature through a separate legislative act;

and

HB LRB 24-0207-2.docx 11
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(3) If an ordinance to levy a county surcharge on state

tax i1s adopted by December 31, 2005:

(A) The ordinance shall be repealed on December 31,
2022; provided that the repeal of the ordinance
shall not affect the validity or effect of an
ordinance to extend a surcharge on state tax
adopted pursuant to an act of the legislature;
and

(B) [FRis] Sections 2, 5, and 6 of this Act shall be

repealed on December 31, 2030, and section
437D-8.4, Hawail Revised Statutes, shall be
reenacted in the form in which it read on the day
prior to the effective date of this Act; provided
that the amendments made to section 437D-8.4,
Hawaii Revised Statutes, by Act 226, Session Laws
of Hawaii 2008, as émended by Act 11, Session
Laws of Hawaii 2009, and Act 110, Session Laws of
Hawaii 2014, shall not be repealed."

SECTION 5. Statutory material to be repealed is bracketed

and stricken. New statutory material is underscored.

HB LRB 24-0207-2.docx 12
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SECTION 6. This Act shall take effect on January 1, 2031.

INTRODUCED BY: @m

JAN 2 4 2024
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Report Title:

" Surcharge on General Excise Tax; Surcharge on Use Tax

Description: »
Establishes a surcharge on general excise and use taxes.
Effective 1/1/2031.

The summary description of legislation appearing on this page is fbr informational purposes only and is
not legislation or evidence of legislative intent.
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