STAND. COM. REP. NO. Ig

Honolulu, Hawaii

FERB 17 « °%%°

RE: H.B. No. 1121
H.D. 1

Honorable Scott K. Saiki

Speaker, House of Representatives
Thirty-Second State Legislature
Regular Session of 2023

State of Hawaii

Sir:

Your Committee on Consumer Protection & Commerce, to which
was referred H.B. No. 1121, H.D. 1, entitled:

"A BILL FOR AN ACT RELATING TO LEASEHOLD CONVERSION, "
begs leave to report as follows:

The purpose of this measure i1s to exempt one hundred percent
of the gain realized by a fee simple owner from the sale of a
leased fee interest in units within a condominium project,
cooperative project, or planned unit development to the
association of apartment owners or residential cooperative housing
corporation of the leasehold units.

Your Committee received testimony in support of this measure
from the Hawaii Council of Associations of Apartment Owners,
Palehua Townhouse Association, Mauna Luan, and four individuals.
Your Committee received comments on this measure from the
Department of Taxation and Tax Foundation of Hawaii.

Your Committee finds that capital gains taxes are a major
deterrent in selling leased fee interests. Your Committee further
finds that many residents who reside in leasehold units face the
risk of losing their housing when the leases expire. As a
mechanism to stabilize housing for these individuals, the
Legislature enacted Act 166, Session Laws of Hawaii 2007 (Act
166), to provide an income tax exemption to incentivize lessors to
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sell the leased-fee interests to their lessees. The exemption was
extended until December 31, 2017. This measure will reinstate the
tax exemption established by Act 166, which will allow more
conversions from leasehold to fee simple and increase the
availability of for-sale units in condominium projects,
cooperative projects, and planned community developments.

As affirmed by the record of votes of the members of your
Committee on Consumer Protection & Commerce that is attached to
this report, your Committee is in accord with the intent and
purpose of H.B. No. 1121, H.D. 1, and recommends that it be
referred to your Committee on Finance.

Respectfully submitted on
behalf of the members of the
Committee on Consumer
Protection & Commerce,

b

M2 M. NAKASHIMA, Chair
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State of Hawaii

House of Representatives H%Q"55

The Thirty-second Legislature

Record of Votes of the Committee on Consumer Protection & Commerce

Bill/Resolution No.: Committee Referral: Date:
HE 112) HD| Wsa oz, FIN 07~ [b-7%

O The committee is reconsidering its previous decision on the measure.

The recommendation is to: E’ Pass, unamended (as is) [ Pass, with amendments (HD) O Hold
O Pass short form bill with HD to recommit for future public hearing (recommit)

CPC Members Ayes Ayes (WR) Nays Excused

NAKASHIMA, Mark M. (C) -

11. PIERICK, Elijah

1.

TOTAL (11) | ]

The recommendation is: a Adopted QO Not Adopted

If joint refenal did not support recommendation.
commlttee acronym(s)

Vice Chair's or designee's signature: Aﬂ/ : \ ;

Distribution: Original (White) — Comm%ee Duplicate (Yellow) — Chief Clerk's Office Duplicate (Pink) - HMSO






