
Honorable Colleen Hanabusa 
President of the Senate 
Twenty-Fifth State Legislature 
Regular Session of 2009 
State of Hawaii 

Madam: 

STAND. COM. REP. NO·~et 
Honolulu, Hawaii 

MAR 062009 
RE: S.B. No. 427 

Your Committee on Ways and Means, to which was referred S.B. 
No. 427 entitled: 

"A BILL FOR AN ACT RELATING TO GENERAL EXCISE TAXATION," 

begs leave to report as follows: 

The purpose of this measure is to exempt from the general 
excise tax, amounts received by a managed care contractor from the 
TRICARE program to pay third-party health care providers. 

Your Committee received three written comments on this 
measure. The written comments may be reviewed on the 
Legislature's website. 

Your Committee finds that TRICARE is the managed care program 
that provides health care to active duty, reserve component, and 
retired members of the United States uniformed services and their 
dependents, including approximately 150,000 persons in Hawaii. 
The TRICARE program contracts with managed care support 
contractors to maintain networks of authorized civilian third
party health care providers in different regions of the country. 
The managed care support contractors make advances to third party 
health care providers for services provided to TRICARE 
beneficiaries. The United States Department of Defense then 
reimburses the managed care support contractors for those 
payments. 

Your Committee finds that there exists some ambiguity as to 
whether a managed care support contractor is subject to the 
State's general excise tax for the amounts that it receives for 
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actual costs or advances paid to third party-health care 
providers. Accordingly, your Committee finds that exempting these 
amounts from the general excise tax will avoid cost increases for 
health care services delivered through the TRICARE program and 
will avoid adverse consequences to uniformed service personnel and 
their dependents served by the program. 

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. 427 
and recommends that it pass Third Reading. 
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Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 

~~~ 
DONNA MERCADO KIM, Chair ~ 
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