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OPPOSED

This measure’s stated intent is to expand the common paymaster exemption; however, it also
appears to expand the related entities exemption.

The Department of Taxation (Department) is opposed.

It is the Departments understanding that the bills intent is to expand the related entities
exemption under HRS § 237-23.5 in two ways: (1) by diluting the requirements in order for two
entities to be deemed related,” and (2) by expanding the types of services which qualify for the
exemption.

The Department is opposed to expanding the related entities exemption in either of these two
ways. However, if it is the committee’s intent to move the bill forward, the Department recommends
the bill be entirely re-written, using workable language which explains exactly to what extent the
committee would like the common ownership requirements diluted and to what extent it wants the
definition of “services” expanded. The Department also questions the need to expand the very narrow
pràvisions of the federal common paymaster definition.
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SUBJECT: GENERAL EXCISE, Expand common paymaster exemption

BILL NUMBER: HB 848, HD-l

INTRODUCED BY: House Committee on Economic Revitalization & Business

BRIEF SUMMARY: Amends URS section 237-23.5 to provide that the general excise tax shall not be
applicable to amounts received by one related entity under IRC section 267 to another IRC section 267
entity. The chapter shall not apply to amounts received by a common paymaster that are disbursed as
remuneration to employees of two or more related persons where the common paymaster is making such
remunerations on behalf of the related persons. Such amounts received or disbursed by the common
paymaster shall include payments of payroll taxes and employee benefits that the common paymaster is
making on behalf of the related persons and are payments which the for the employees are being
remunerated.

Requires each related person using a common paymaster or multiple common paymaster to keep
separate payroll records and other documentation required to prove the existence of concurrent
employment. The records and documents shall be available for inspection by the director of taxation
during normal business hours.

Defines “common paymaster” and “related persons” for purposes of the measure.

EFFECTIVE DATE: July 1, 2112

STAFF COMMENTS: Currently the common paymaster general excise tax exemption is applicable to: (1)
an affiliated group of corporations within the meaning of section 1504 (with respect to affiliated group
defmed) of the federal Internal Revenue Code of 1986, as amended; (2) a controlled group of
corporations within the meaning of section 1563 (with respect to definitions and special rules) of the
federal Internal Revenue Code of 1986, as amended; (3) those entities connected through ownership of at
least eighty percent of the total value and at least eighty percent of the total voting power of each such
entity (or combination thereof), including partnerships, associations, trusts, S corporations, nonprofit
corporations, limited liability partnerships, or limited liability companies; and (4) any group or
combination of the entities described in paragraph (3) constituting a unitary business for income tax
purposes.

The proposed measure expands the common paymaster provisions to include IRC section 267 entities.
While section 267 entities are entities connected through ownership of at least fifty rather than eighty
percent of the total value and at least fifty rather than eighty percent of the total, voting power of each
such entity (or combination thereof), if this measure is adopted and expands the common paymaster
general excise tax exemption, such transactions should be examined to ensure that only those common
paymaster transactions are exempt. Further, as drafted, the changes being proposed in this bill may have
unintended consequences for those companies that meet the eighty percent test insofar as the application
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HB 848, RD-i - Continued

of Code sections 1504 and 1563. Instead pf tagging the Section 267 entities onto the common
paymaster provisions, consideration might be given to adding a new paragraph to HRS section 237-24.7
where the reimbursement of payroll and employee benefits by a related company is addressed. It should
be noted that when the common paymaster provisions were established by Sections 1504 and 1563 in
1988, the eighty percent ownership was a critical test as to the applicability of the exemption. To now
dilute that test raises questions about the appropriateness of the exemption.

1f in fact, this is a simple reimbursement of costs for payroll and employee benefits without any
additional consideration, then the transaction is already exempt under HRS Sec. 237-20, provided there
is no additional fee or remuneration for the disbursing paymaster for providing that service. Therefore, it
appears that these particular related companies are indeed compensating the paymaster for this service
and, therefore, are seeking this special treatment.

Digested 2/28/11
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QThe Chamber of Commerce of HawallThe Voice ofBusiness in HawaII

Testimony to the louse Committee on Finance
Tuesday, March 01, 2011

11:00 a.m.
Conference Room 308, State Capitol

Agenda #2

j~f~j HOUSE BILL NO. 848 HD1 RELATING TO THE GENERAL EXCISE
TAX

Chair Oshiro, Vice Chair Lee, and Members of the Committee:

The Chamber of Commerce of Hawaii (“Chamber”) supports FIB 848 HDI, which expands the
applicability of the common paymaster exemption from the General Excise Tax (“GET”).

The Chamber is the largest business organization in Hawaii, representing more than 1,100
businesses. Approximately 80% of our members are small businesses with less than 20 employees.
As the “Voice of Business” in Hawaii, the organization works on behalf of its members, which
employ more than 200,000 individuals, to improve the state’s economic climate and to foster positive
action on issues of common concern.

Many businesses consist of a group of entities under common ownership. Employees of the’
business often do work for more than one of the entities, but for sake of convenience, one of the
entities is designated as “paymaster” to handle payroll. The paymaster pays the employee
salaries on behalf of all of the entities, and receives reimbursement from the other entities for
their allocable shares.

Under current law, the paymaster entity is usually subject to GET on the reimbursements it
receives from the related entities, even though it realizes no real benefit from those amounts, but
simply passes them on to the employees. This creates an unsolvable dilemma for Hawaii
businesses -- they must either bear the administrative cost of having multiple entities handle
payroll, or bear the increased cost of GET on the intercompany reimbursements. There is no
justification for this tax result. It just creates inefficiency for Hawaii businesses and discourages
job creation.

HB 848 would malce the common paymaster exemption less restrictive, and make it more
applicable to the general business community in Hawaii. Because HB 848 would remove an
inefficiency in current tax law, we support this measure.

1132 Bishop Street, Suite 402 •[{onolu!u. Hawaii 96813 • (808) 545-4369
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February 2S, 2011

Honorable Representative Marcus R. Oshiro, Chair
Honorable Representative MariLyn B. Lee, Vice Chair
House Committee on Finance
Members of the House Committee on Finance
(VIA FACSIMILE: 808-586-6001)

RE: House Bill 1111848 - Nearing Scbcckilcd for Tuesday, March 1,2011,
at 11:00 a.m., State Capitol, Conference Room 308

Dear Honorable Marcus Osl&o, Honorable Marilyn Lee, and Members of the House
Committee on Finance;

I support passage of House Bill HBS4S which is a bill to expand the general excise tax
exemption for a common paymaster. It is not uncommon for many companies in Hawaii to
have multiple related entities and with the high cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it is common for such
companies to process all its employees under one common paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Under the current law the State has sometimes taken the
position to tax some related party transaction and this reformation will eliminate the
inconsistent treatment of related party transactions.

I urge your approval of House Bill HB848.

Aloha,

Joseph L. Dwight

Print Name: Joseph L. Dwight

Address; 1241 Lola Place

Kailna, 111 96734



February 28, 2011

Honorable Representative Marcus R. Oshiro, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finance
Members of the House Committee on Finance

RE: House Bill 11B848 - Hearing Scheduled for Tuesday, March 1,2011,
at 11:00 a.m., State Capitol, Conference Room 308

Dear Honorable Marcus Oshiro, Honorable Marilyn Lee, and Members of the House Committee
on Finance:

I support passage of House Bill HB848 which is a bill to expand the general excise tax
exemption for a common paymaster. It is not uncommon for many companies in Hawaii to have
multiple related entities and with the high cost of doing business in Hawaii, the high cost of
insurance and the cost of administering and handling payroll, it is common for such companies
to process all its employees under one common paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Under the current law the State has sometimes taken the
position to tax some related party transaction and this reformation will eliminate the inconsistent
treatment of related party transactions.

I urge your approving House Bill HB848

Aloha.

Print Name: Myron Nakata

Address: 2033 Kilakila Drive

Honolulu, HI 96817



February 28, 2011

VIA FACSIMILE; 586-6501

Honorable Representative Marcus B.. Oshiro, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finance

RE: HOUSE BILL 11B848 EID1- RELATING TO THE GENERAL EXCISE TAX
BEARING SCHEDULED FOR TUESDAY, MARCH 1,2011, AT
11:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 308

Dear Honorable Marcus Oshiro, Chair and Members of the House Committee on Finance,

I support passage of Rouse Bill 11B848 which is a bill to expand the general excise tax
exemption for a common paymaster. With the high cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it is not uncommon for a
company with multiple different but related entities to put its employees under one common
paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Through the adoption of section 267 of the IRC Code into the
I-IRS section 237-23 as it relates to general excise tax law, related parties will not have to pay
general excise tax between related parties as it relates to reimbursable expenses. Under the
current law the State has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.
The passage of NB 848 will allow companies to have a common paymaster to pay employees of
two or more related businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

Please approve House Bill 8B848 HD1.

Aloha,

V.
g1%~ ____

Signature

La; La~
Print Name

~ ~ ~

Address /kMWSO) ~.U)cLi ~C



Februwy 28,2011

VIA FACSIMILE: 586-6501

Honorable Representative Marcus R. OsItho, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finance

RE: JIOUSEBILL 11B848 hUh- RELATING TO TUE GENERAL EXCISE TAX
REARING SCHEDULED FOR TUESDAY, MARCh 1,2011, AT
11:00A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 308

Dear Honorable Marcus Oshiro, Chair and Members of the House Committee on Finance,

I support passage of House Bill 11B848 which isa bill to expand the general excise tax
exemption for a common paymaster. With the high cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it is not uncommon for a
company with multiple different but related entities to put its employees under one common
paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Through the adoption of section 267 of the IRC Code into the
UPS section 237-23 as it relates to general excise ta~ law, related parties will not have to pay
general excise tax betweei~ related parties as it relates to reimbursable expenses. Under the
current law the State has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.
The passage of H8848 will allow companies to have a corumon paymaster to pay employees of
two or more related businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

Please approve house Bill HB848 IID1.

Aloha,,’] —(a
Signature

Cc//n Lau
Print Name

e4* 1)1(1(3/-
Address



February 28, 2011

VIA FACSIMILE: 586-6591

Honorable Representative Marcus K. Osl*o, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finas~ce

RB: HOUSE BILL U8848 111)1- RELATUNG TO THE GENERAL EXCJSE TAX
NEARING SCJWDI3LED FOR TUESDAY, MARCH 1,2011, AT
11:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 308

Dear Honorable Marcus Oshiro, Chair and Members of the House Committee on Finance,

I support passage of Rouse Bill 118848 which is a bill to expand the general excise tax
exemption for a common paymaster. With the high cost of doing business in Hawaii, the high
cost of insurance and the cost of adminIstering and handling payroll, it is not uncommon for a
company ‘with multiple different but related entities to put its employees under one common
paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Through the adoption of section 267 of the IRC Code into the
HRS section 237-23 as it relates to general excise tax law, related parties will not have to pay
general excise tax between related parties as it relates to reimbursable expenses. Under the
current law the State has sometimes taken the position to tax some related paa~’ transaction and
tids reformation will eliminate the inconsistent treatment of related patty transactions.
The passage of HB848 will allo* companies to have a common paymaster to pay employees of
two or more related businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

Please approve House Bill 118848 HD1.

Aloha,

Signature

C4cc4var?~
Print Name

~Wt OpihIk&o?I.
Address

4ei4Aak3itL %z’a



February 28, 2011

VIA FACSIMILE: 586-6501

Honorable Representative Marcus R. Ositho, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finance

RB: HOUSE BILL HB848 IID1- RELATING TO THE GENERAL EXCISE TAX
REARING SCIIEDTLED FOR TCESDAY, MARCH 1, 2011, AT
11:00A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 30$

Dear Honorable Marcus Oshiro, Chair and Members of the House Committee on Finance,

I support passage of Rouse Bill 1111848 which is a bill to expand the general excise tax
exemption for a common paymaster. Wfth the high cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it ii not uncommon for a
company with multiple different but related entities to put its employees under one common
paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Through the adoption of section 267 ofthe JRC Code into the
I-IRS section 237-23 as it relates to general excise tax law, related parties will not have to pay
general excise tax between related parties as it relates to reimbursable expenses. Under the
cwrent law the State has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.
The passage of HB848 will allow companies to have a common paymaster to pay employees of
two or more related businesses, and be exempt ftom general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

Please approve House Bill 113848 HD1.

Aloha,

iguature

Print Namej

PP i3~~c >s1~9 Eric- °~jzç
Address



February 28, 2011

VJA FACSIMILE: 586-6501

Honorable Representative Marcus K. Oshiro, Chair
Honorable Representative Marilyn B.. Lee, Vice Chair
House Committee on Finance

RE: ROUSE BJJ1~ flB848 HD1 RELA’IWG TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, MARCH 1, 2011, AT
11:00 AM., HAWAII STATE CAPITOL, CONFERENCE ROOM 308

Dear Honorable Marcus Oshiro, Chair and Members of the House Committee on Finance,

I snpport passage of House Bill 113848 which is a. bill to expand the general excise tax
exemption for a common paymaster. With the high cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it is not uncommon for a
company with multiple different but related entities to put its employeesimder one common
paymaster.

The current tax Jaws are unclear on how to treat related companies and transactions that take
place between relate4 companies. Through the adoption of section 267 of the IRC Code into the
Hits section 237-23 as it relates to general excise tax law, related parties will not have to pay
general excise tax between related parties as it relates to reimbursable expenses. Under the
current law the State has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.
The passage of 113848 will allow companies to have a common paymaster to pay employees of
two or more related businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the lEt Code

Please approve House Bill 118848 ID)1.

Aioba,

Signature

~ /&~m
Print N~xue

7ft~t.jr ~çK
Address



February 28, 2011

VIA FACSIMILE; 586-6501

Honorable Representative Marcus R. Oshiro, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finance

RE: HOUSE BILL 1111848 JID1- RELATING TO THE GENERAL EXCISE TAX
HEARING SCUEDULED FOk TUESDAY, MARCH 1,2011, AT
11:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 308

Dear Honorable Marcus Oshiro, Chair and Members of the House Committee on Finance,

I support passage of House Bill ff3848 which is a bill to expand the general excise tax
exemption for a common paymaster. With the high cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it is not uncommon for a
company with multiple different but related entities to put its employees under one common
paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related compaities. Through the adoption of section 267 of the IRC Code into the
HRS section 237-23 as it relates to general excise tax law, related parties will not have to pay
general excise tax between related parties as it relates to reimbursable expenses. Under the
current law the State has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.
The passage of HB848 will allow companies to have a common paymaster to pay employees of
two or more related businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

Please approve House Bill 113848 HD1.

Aloha,

~
Signature

/)tn& wa~
Print Name

_j&3~’~ ikr~ct
Address )~j~cs(L1s, R7



February 28, 2011

VIA FACSIMILE: 586-6501

Honorable Representative Marcus R. OsItho, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finance

RE: HOUSE Bill HE$48 lU)1- RELATJNG TO THE GENERAL EXCISE TAX
HEARING SCHEDtLLEI) FOR TVESDAY, MARCH 1, 2011, AT
11:00 A.M., hAWAII STATE CAPEOL, CONEERENCE ROOM 308

Dear Honorable Marcus Oshiro, Chair and Members of the House Committee on Finance,

I support passage of House Bill 11B848 which is a bill to expand the general excise tax
exemption for a common paymaster. With the high cost of doing business in Hawaii, the high
cost of insurance and the cost ofadministering and handling payroll, it is not uncommon for a
company with multiple different but related entities to put its employees under one common
paymaster.

The current tax laws axe unclear on how to treat related companies and transactions that take
place between related eompanies Through the adoption of section 267 of the IRC Code into the
UPS section 237-23 as it relates to general excise tax law, related parties will not have to pay
general excise tax between related parties as it relates to reimbursable expenses. Under the
curent law the State has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.
The passage of HB848 will allow companies to have a conunon paymaster to pay employees of
two or more related businesses, and be exempt ttom general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

Please approve House Bill HB848 UJ)1.

O-1’x’
Print Name

‘≤fl tJeku4 c4
Address



• Februaxy28, 2011

VIA FACSIMILE: 586-6501

FTonorable Representative Marcus R. Osbiro, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finance

RE: HOUSE BILL 11B848 lID 1- RELATING TO TflE GENERAL EXCISE TAX
• UEAJUNG SCHEDULED FOR TUESDAY, MARCH 1, 2011, AT

11:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 308

Dear Honorable Marcus Oshiro, Chair and Members of the House Committee on Finance,

I support passage of Rouse Bill 1113848 which isa bill to expand the general excise tax
exemption for a conimon paymaster. Withthe high cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it is not uncommon for a
company with multiple different but related entities to put its employees under one common
paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Through the adoption of section 267 of the IKC Code into the
HRS section 237-23 as it relates to general excise tax law, related parties will not have to pay
generai excise tax between related parties as it relates to reimbursable expenses. Under the
current law the State has sometimes taken the position to tax some related party transaction and
this refoniiation will eliminate the inconsistent treatment of related party transactions~
The passage of NB 848 will allow companies to have a common paymaster to pay employees of
two or more related businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

Please approve louse Bill E1B848 JID1.

i%loha,

F

~ k’.Y t€J~,~
Print Name

A ~ 4. 5&44. L4 9~ e~ a.
Address



February28, 2011

VIA FACSIMILE: 586-6501

Honorable Representative Marcus K. Osld~o, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finance

RE: ROUSE BILL 118848 flJfl- RELATING TO THE GENERAL EXCISE TAX
HEARING SCUEDULED FOR TUESDAY, MARCH 152011, AT
11:00A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 308

Dear Honorable Marcus Oshiro, Chair and Members of the House Coxnniittee on Finance,

I support passage of House Bill 118848 which is a bill to expand the general excise tax
exemption for a connncn paymaster. With the high cost of doing business in hawaii, the high
cost of insurance and the cost of administering and handihig payroll~ it is not uncommon for a
company with multiple different but related entities to put its employees under one common
paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Through the adoption of section 267 of the mc Code into the
HRS section 237-23 as it relates to general excise tax Law, related parties will not have to pay
general excise tax.between related parties as it relates to reimbursable expenses. Under the
current law the StAte has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.
The passage of HB848 will allow companies to have a common paymaster to pay employees of
two or more related businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

Please approve House Bill HB848 HD1.

Aloha,

Signature
(apjj

Print Name
toq4 i~1 4,~.

Address



February28, 2011

VIA FACSIMILE: 586-6501

Honorable Representative Marcus It. Oshiro, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Committee on Finance

RE: HOUSE BILL 8E848 EW1- RELATING TO THE GENERAL EXCISE TAX
HEARING SCI1EDIJI4ED FOR TVESDAY, MARCH 1, 2011, AT
11:00 A.M.,IIAWAH STATE CAPiTOL, CONFERENCE ROOM 308

Dear Honorable Marcus Osliiro, Chair and Members of the House Committee on Finance,

I support passage of House Bill 11B848 which is a bill to eKpand the general excise tax
exemption for a common paymaster. With the high cost of doing business k~ Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it is not uncommon for a
company with multiple different but related entities to put its employees nuder one common
paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Through the adoption of section 267 of the IRC Code into the
I-IRS section 237-23 as it relates to general excise tax law, related parties will not have to pay
general excise tax between related parties as it relates to reimbursable expenses. Under the
current law the State has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.
tie passage of HBS4S will allow companies to have a common paymaster to pay employees of
two or more related businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

Please approve House Bill HBS48 HD1.

Signature

4e7421(4b
Print Name

to
Address



February28, 2011

VIA FACSIMILE: 586-6591

Honorable Representative Marcus R. Oshiro, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
House Conimittee on Finance

RE: HOUSE BILL ff8848 BD1- RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAYS MARCH 12011, AT
11:00A.M., HAWAII STATh CAPITOL, CONFERENCE ROOM 308

Dear Honorable Marcus Oshiro, Chair and Members of the House Committee on Finance,

I support passage of Rouse Bill HB848 which is a bill to expand the general excise tax
exemption for a common paymaster. With the high cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it is not uncommon for a
company with multiple different but related entities to put its employees under one common
paymaster.

The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies, Through the adoption of section 267 of the IRC Code into the
H.RS section 237-23 as it relates to general excise tax law, related parties will not have to pay
general excise tax between related parties as it relates to reimbursable expenses. Under the
current law the State has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions,
The passage of HB848 will allow companies to have a common paymaster to pay employees of
two or more related busiuess~s, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defmed under Section 267(b) of the mc Code

Please approve Rouse ThU RB848 IID1.

Aloha,

Signature

l(2054L,.vI) ‘%ct~
Print Name

p5~ AL~~ 4A_~#1
Address


