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L E G I S L A T I V E

TAxBILLSERVICE
126 Queen Street. Suite 304 TAX FOUNDATION OF HAWAII Honolulu, HawaiI 96813 Tel. 536-4587

SUBJECT: GENERAL EXCISE, Expand common paymaster exemption

BILL NUMBER: HB 848

INTRODUCED BY: Say

BRIEF SUMMARY: Amends HRS section 237-23.5 to provide that the general excise tax shall not be
applicable to amounts received by one related entity under ll{C 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, 2011

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 ll{C 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 - Continued

of Code sections 1504 and 1563. Instead of 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 testas to the applicability of the exemption. To now
dilute that test raises questions about the appropriateness of the exemption.

If, 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 2/4/11
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Palama Holdings LLC
2029 Lauwiliwili Street, Kapolei, HI 96707
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MEAT COMPANY

VIA WEB

February 4, 2011

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

I support passage of House Bill F1B848 which is a bill to expand the general excise tax
exemption for a common paymaster. We currently own multiple related companies which, for
efficiency purposes, are serviced by our employees which are housed out of one company.
Splitting the employees out to the multiple companies would needlessly increase our costs and
dilute the expertise needed to maintain all of our companies. Hawaii is already a high cost of
business state and we compete directly with products and companies from out of state who do
not bear these extra costs. Each time an additional cost is levied on our company we become a
little more uncompetitive and end up losing a little more business to out of state competitors
which ends up in our company and our state employing a few less people.

Requiring GET on common paymaster reimbursements makes no sense in practical business
terms and continues to make us less competitve.

Please approve House Bill HB848

Aloha,

William Loose
CEO Sc President

f:\data\ll’JW Folder\201 I Legislation’J-1B848 . JW Testimony



JAMES W. Y. WONG

HoNOLULU OFFiCE- ANCHORAGE OFFICE
3737 Manoa Road 411 West 4th Avenue, Ste 200

Honolutu Hawaii 96822 Anchorage, Alaska 99501
Phone: (808) 946-2966 Phone: (907) 278-3263
FAX: (808) 943-3140 FAX: (907) 222-4852

February 4, 2011

VIA WEB

Honorable Representative Angus L K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Comnñttee on Economic, Revitalization & Business

RE: HOUSE BILL HBX4S - RELATING TO TIlE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

I support passage of House Bill flB848 which is a bill to expand the general excise tax
exemption for a common paymaster. As the owner of numerous related business entities I
currently have my employees paid under one common employer. The cost of administering and
handling payroll is done through a single common paymaster. The high cost of doing business in
Hawaii, the high cost of insurance and the cost of administering and handling multiple payroll
requires me to operate more efficiently.

Those the common paymaster business entity should not be required to report the reimbursable
expenses for the purposes of general excise tax reporting since the related business entities are
already paying the taxes associated with the payroll costs incurred.

Please approve House Bill HB848

Aloha,

James jv~Y.<wong

f:~dataW\JW Foldcr\2011 Legislation~HB848 - 3W Testimony



Darryl P. Wong
1836 Punahou Street, Honolulu, Hawaii 96822 - (808) 943-3106

February 4,2011

VIA WEB

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

I am in support of House Bill HB848 to expand the general excise tax exemption for a common
paymaster. As part owner of numerous related business entities I currently have my employees
paid under one common employer. The cost of administering and handling payroll is done
through a single common related paymaster. The high cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling multiple payrolls requires me to
operate as efficiently as possible and use a single related entity to handle the entire payroll for
my affiliates.

There seems to be confusion in the interpretation of the Hawaii tax law in place and I believe the
amendment proposed by HB848 more specifically under the definition of “Services” to include
legal and accounting services, maintenance services, reimbursable repairs and maintenance
expenses paid on behalf of affiliates.., be added to section 237-23.5.

Please approve House Bill HB848

Sincerely,

Darryl P. Wong

f:\data\II\JW FoIdeñ2OI I Legislation\HB848 . JW Testimony
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February 4, 2011.

‘Honorable. Representative Angus I,.. K. McKelvey, Chair
Members of the House Committee on Economic Revitalization & Business
House Committee on Economic Revitalization & Business

RE: [louse Bill HBS4S

Dear Honorable Angus MeKelvey, Chair and Members of the I-louse Committee on Economic
Revitalization & business:

PETITION:

We wish to support passage of House fill 1413848 which is a bill to expand the general excise tax
exemption for a common paynzaster The bill will help in stabilize our economy. Our current

tax laws ai.e unclear on how to treat re[ai.ed companies and transactions that take p]ace 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.

The bill if passed would allow a common paymaster business entity to not be rec1uired to report
the reimbursable expenses for the purposes of general excise lax reporting since the related
business entities arc already paying the taxes associated with the payroll costs incurred.

We urge your approval of this bill,
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February 4, 2011

Honorable Representntive Marcus R, Oshiro, Chair
Honorable Represe~xtative Marilyn B, Lee, Vice Chair
Members of the House Committee on Finance

RE: HOUSE BILL 11B84S - RELATING TO THE GENERAL EXCISE TAX
IIEARIN(.; DATEII’IMFt/LOCATION: Tuesday, 02/08/2011. ~ 8:00 a,xn.

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

I support passage of House Bill 1413848 which isa bill to expand the general excise tax
exemption for a common paymaster, It is not uncommon for many companies in Flawaii to have
multiple related entities and with the high cost of doing business in Hawaii, the high cost of
insurance and the cost of admimstering and handling payroll, it is common for such companies
to process all its employees under one common paymaster.

The current tax laws arc unclear on how to treat related companies and transactions that take
place between related cornp~inies, 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 13111 H8848

Aloha.

FER-04-2011 tZ3:4OPM FPX: 8~S 942 9576 ID:REP CHUY Pflt~E:BB4 R96’



02/04/il 03:42PM Shea & Co., CPA’s, Inc. (303) 942—9576 p.05

SHEA & CO., CPA’S, INC.
5P,S tAPrOI.AN] BOUI.ISVMtC) ~BC,9~ 9~9~A209
suiru I~4I) ra,~ ~B08~ p42-7576

hONOLULU, i4~WAII ø6~I4-4SV
sh&s arid cx~laiaiianteLneu

February 4, 2011

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

RE; HOUSE BILL 11)3848 RELATING TO THE GENERAL EXCISE TAX
HEARING DATEITIMEILOCATION: Tuesdays 0210812011. @ 8:00 am.

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

I support passage of House Bill 1413848 which is a bill to expari.d the general excise tax
exemption for a common paymaster. Jt is not uncommon for many companies in i’Iawaii 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 sonic related party transaction and this reformation will eliminate the inconsistent
treatment of related party transactions.

I urge your approving House Bill HB848

Aloha,
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February 4,2011

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

RE; HOUSE BILL 118848 RELATJNG TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: rr day 02/08/2011. (~I~ 8:00 a.m,

Dear Honorable Marcus Oshiro, Chair and Members of the house Commitlee on Finance:

I support passage of House Bill 11B848 which isa bill to expand the general excise tax
exemption for a common paymaster. It IS Dot 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 8111 HB~4B

Aloha,

• ~/k2JkV1t~ ~KY~./~1&

FEB-04-aøii 03: 40P1’l FAX: 609 942 95Th ID: REP 010’? PAGE: 006 R=96~’



02/04/Li 03:42PK ~ Co., CPA’s, Inc. (808) 942—9576 p.07

SHEA & Co., CPA’S, INC.
5S3~3 K4PIOLANI BOULUV~R~ ~SO8) 949-~W9

5U1T~ I~° P~X sco) 94~9S74

HONOLULU. HAWA 9~i8l4”d$2Y E-MAIL P~94@QtO~4-

Febniary 4,2011

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

RE: HOUSE BILL 1111848- RELATING TO THE GENERAL EXCISE TAX
HEARING DATEflIt~1E/LOCATION~ Tuesday, 0210812011, (1~ 8:fiO a.m.

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

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 Laken 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 HB~48

Aloha,
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February 4, 2011

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

RE: ROUSE BILL 1113848- RELATING TO THE GENERAL EXCISE TAX
REARING DATEIflME/LOCATION: Tuesday, 02108120H. (ä~ 8:00 a.m.

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

I support passage of House Bill 1113848 which is a bill to expw3d 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 doins 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 undear 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 13i1[ HB848

Aloha,

Ik ~ Vt”
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February 4, 20 11

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

RE: HOUSE BILL HB848 - RELA’IINC TO THE GENERAL EXCISE TAX
HEARING DATEflIME/LOCATJONt Tuesday, 02/08/2011. ~ 8:00 a.m.

Dear Honorable Marcus Oshiro. Chair and Members of the i{ouse Committee on Finance;

I supped passage of I-louse Bill [113848 which is a bill to expand the general excise tax
exemption for a common paymaster. It is not uncommon for many companies hi 11awaii 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 hctween related companies. Undcr the CUITCII( law the State has sometimes taken the
position to tax some related party transaction and this reformation will eliminate the inconsistezit
tream~ent of related par~ transactions.

I urge your approving House Bill FIJ384S

Aloha.
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February 4, 2011

Honorable Representative Angus L. K. MeKelvey, Chair
Honorable Representative Isaac W. Choy, Vice chair
Members of the house Committee on Ecot~omic, Revitalization & Business

RE: ROUSE BILL 11B848 - RELATING TO THE GENERAL EXCISE TAX
HEARiNG DATE/TLMEILOCATION: Tuesday, 02/08/2011 ~ 8;OOa.m.

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic,
Revitalization & Business:

I support passage of House 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 difibrent but related entities to put its employees under one common
paymaster.

The current tax laws are unclear on how in 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
ibis reformation will eliminal.e 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 he 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

I urge your approving I-louse Bill H13848

Aloha,

6’
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Febnrnry 4,2011

Honorable Representative Angus U K. McKclvey, Chair
Honorable Representative Isaac W, Choy, Vice Chair
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL HBS4X - RELATING TO TUE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tuesday, 0210812011 (â~ K:OOa.m.

Dear Honorable Angus MeKelvey, Chair and Members of the House Cominitee on Economic,
Revitalization & Business:

I support passage of House 13111 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 bandlrng 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 arc 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 e~ceise tax between related parties as it relates to reimbursable expenses. tinder 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 HI3848 will allow companies to have a common paymaster to pay employees of
two or snore related businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(h) of the IR.C Code

I urge your approving House Bill H8848

Aloha,

(w~
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February 4. 2011

Honorable Representative Angus L. K. MeKeivey, Chair
Honorable Representative Isaac W. Choy. Vice Chair
Members of the House Committee on Economic, Revitalization & Business

RE: ROUSE BILL 1113848- RELATING TO TUE GENERAL EXCISE TAX
REARING DATE/TIME/LOCATION: Tuesday, 02/08/2011 ~ 8:00a.m.

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic,
Revitalization & i3usiness:

I support passage of’ House Bill HB848 which is a bill to expand the general e~cise 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 tinder one common
paymaster.

The culTent tax laws are unclear on how to heat related companies and transactions that take
place hetweex, related companies. Through the adoption of section 267 of the IRC Code into the
MRS section 237-23 as it relates to general excise tax law, related parties wil.1 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 HL3848 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
busiresses, where the applicable relationship is defined under Section 267(b) of the IRC Code

I urge your approving House Bill 148848

Aloha,

~‘f/L.~ %ua~t
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February 4, 2011

Honorable Representative Angus L. K. MeKelvey, Chair
Honorable Representative Isaac W. CLoy, Vice Chair
Members of’the House Conunittee on Economic, Revitalization & Business

RE: HOUSE BILL 88848 - RELATING TO THE GENERAL EXCISE TAX
HEARiNG DATEITJME/LOCATION: Tuesday, 02/08/2011 ci1~ 8:00a.m.

Dear Honorable Angus MeKelvey, Chair and Meml,ers of the House Committee on Economic,
Revitalization & Business:

I support passage of Ilouse Bill 1-18848 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
FIRS 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 t~ en the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.

The passage of 1413848 will allow companies to have a common paymaster to pay employees of
two or more related businesses, and he 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

I urge your approving House Bill 118848

Aloha,
pm
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February 4,2011

Honorable Representative Angus L. K. MeKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair -

Members of the House Committee on Economic, Revitalization & Business

RE~ HOUSE BILL 118848 - RELATING TO ‘1HE GENERAL EXCISE TAX
HEARING DATEIUMEILOCATION Tuasday. 02108/2011 ~ 8:OOa~rn,

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic,
Revitalization & Business;

I support passage of House 131111-18848 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 tnrnsactions that take
place between related companies. Through the adoption of section 267 of the IRC Code into the
FIRS 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 ‘ax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.

The passage of H13848 will allow companies to have a common paymaster ~o 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

I urge your approving I-louse Bill 1-113848

Aloha, -
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February 4,2011

Honorable Representative Angus L, K. MeKeivey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
Members of the. House Committee on Economic, Revitalization Sc Business

RE: ROUSE BILL 148848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATEITI.ME/LOCATION: Tuesday. 02/0812011 (48:OOa,m.

Dear Honorable Angus MoKeivey, Chair and Members of the flouse Committee on Economic,
Revitalization & Business:

1 support passage of I-louse Bill HB848 which is a bill to expand the general excise Lax
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 us 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 genetal excise tax law, related parties will not have to pay
general excise tax between related parties as it relates to reimbursable expeiises. 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 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

1 urge your approving House Bill H13848

Aloha,
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Februaiy 4,2011

Honorable Representative Angus U K. MuKelvey, Chair
Honorable Representative Isaac W. Choy, Vide Chair
Members of the l4ouse Committee on Economic, Revitalization & Business

RE: HOUSE BILL 118848- 1ZkLAI’JNG TO THE GENERAL EXCISE TAX
HEARING DATE/TIMEILOCAT1ON: Tuesday. 02/08/2011 (U~ 8:OOitm.

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic.
Revitalization & Business:

Isupport passage of House Bill 118848 which isa bill to expand the general excise tax
exemption for a common payniast.er. 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 relatc.d companies. Through the adoption of section 267 of the IRC Code into the
111.S 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 ta.’ some related party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.

The passage of 1113848 will allow companies to have a common paymaster to pay employees of
two or more related businesses, and be exempi from general excise tax, on behalf of the related
businesses, where the applicable rejationship is defined under Section 267(b~ of the IRC Code

I urge your approving House Bill 1113848

Aloha,
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February 4, 2011

Honorable Representative Marcus R. Oshiro, Chair
Honorable Representative Marilyn B. Lee, Vice Chair
Members of the 1-louse Committee on Finance

RE: HOUSE BILL 1113848 - RELATING TO TUE GENERAL EXCISE TAX
HEAPING DATEIIIMEJLOCATION: Tuesday, 02/08/2011. iä~ 8:00 a,m,

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

I support passage of House Bill 1-113848 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 busir~ess in f awail, 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,
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February 5, 2011

ViA WEB VIA EMAIL: ERBtestimony@Capitol.hawah.gov

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL 1111848 - RELATING TO TILE GENERAL EXCISE TAX
UEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee On Economic
Revitalization & Business:

I support passage of House 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 thó 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 wiU eliminate the inconsistent treatment of related party transactions.
The passage of 118848 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 WC Code

I urge your approving House Bill 118848

Al
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ALLEN MARUTANI
1722 Kuniakani Loop, Honoluju, Hawaii ~6szi

Phone: (808) 2254619

February 5,2011

VIA WEB VIA EMAIL: ERBtestimony@CapitoLhawaiLgov

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL HBS4S - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

I support passage of House Bill 1113848 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 party transaction and
this refonnation will eliminate the inconsistent treatment of related party transactions.
The passage of 11B848 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

I urge your approving House Bill H8848



&bruary 5,2011

VIA WEB VIA EMAIL: EkBtestimony@Capitothawaii.gov

Honorable Representative Angus L K. McKelvey. Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL 11B848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8;0O A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus Mclcelvey. Chair and Members of the House Committee on Economic
Revitalization & Business:

I support passage of House Bill NB848 which is a bill to expand the general excise tax
exemption for acommon paymaster. With the high cost of doing business in Hawaii. the high
cost of insurance and the cost of ixlministering 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 Lake
place between related companies. Through the adoption of section 267 of the IRC Code into the
fiRS 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 cc 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

I urge your approving House Bill HB848

Aloha,
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Petition

Honorable Representative Angus U K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL ff11848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 LM., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill NB848 to expand the general excise tax exemption for a
common paymaster. In the case of a common pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by HE848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs mid maintenance expenses paid on behalf of affiliates.., be
added to section 237-23.5.

By allowing this change, we can be assuitd related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill 118848

Sincerely,
Print Name Signature Address
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Petition

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RB: ROUSE BILL 11B848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill HB848 to expand the general excise tax exemption for a
common paymaster. In the case of a common pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by HB848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services,.reimbursabje repairs and maintenance expenses paid on behalf of affiliates... be
added to section 237-23.5.

By allowing this change, we can be assured related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill 118848

Sincerely,
Print Name Signature Address

1w,e. ñ. 4gcsatl _____________ qg..37i Pa~s+ ,t~-.Ik ‘is,7o,
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Petition

Honorable Representative Angus L. K. MeKelvey, Chair
Honorable Representative Isaac W. Choy. Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: ROUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., hAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill 118848 to expand the general excise tax exemption for a
common paymaster. In the case of a common pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties axe
exempt from general excise tax. What we are proposing is a clarification in the incezpretation of
the Hawaii tax law in place and believe the amendment proposed by 1fEB48 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates.., be
added to section 237-23,5.

By allowing this change, we can be assured related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill 118848

Sincerely,
Print Name nature Address

~iJj ie~r~ __________ P~ ~Mc ~



Petition

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL HE848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPiTOL, CONFERENCE ROOM 312

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill HB848 to expand the general excise tax exemption for a
common paymaster. In the case of a conunon pay master such asAltres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay. general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related patties are
exempt, from general excise tax. What we are proposing is a clarification in the interpretation of
the Hawaii tax law in place and belicve the amendment proposed by 118848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates... be
added to section 237-23.5.

By allowing this change, we can be assured related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill 118848

Sincerely,
Print Name Sigp~ture Address

c0u0 tc~ _________ 474qcjk~; dci; ~ Kds~ht
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Petition

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL .HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SChEDuLED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.KI., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill 11B848 to expand the general excise tax exemption for a
common paymaster. In the case of a common pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by HB848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates.., be
added to section 237-23.5.

By allowing this change, we can be assured related common paymaster cornpanies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill HB848

Sincerely,
Print Name Signature Address

£01-;, ,t.u., _____ V.~~*q,(4~v,~li qw’u~
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February 5, 2011

VIA WEB VIA EMAILt Eflatestimony@CapkoLhawafl.gov

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: ROUSE BILL HB842 - RELATING TO TUE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

I support passage of House 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
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

I urge your approving House Bill 1113848

Aloha, £L~ MO/AbA! S€fl
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February 5,2011

VIA WEB VIA EMAIL: EitBtestimony@CapitoLhawaii.gov

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BJLL 1111848- RELATING TO THE GENERAL EXCISE TAX
BEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

I support passage of House 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 2~7 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 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

I urge your approving House Bill HB848

Aloha,
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Petition

Honorable Representative Angus L. K. MeKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL ff8848 - RELATING TO TILE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill HB848 to expand the general excise tax exemption for a
common paymaster. In the case of a common pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we are preposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by HB848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates.., be
added to section 237-23.5.

By allowing this change, we can be assured related common paymaster companies are not
penalized with additionai general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill HBS4S

Sincerely,
Print Name Signature Address
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February 7,2011

VIA WEB

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL 116848 - RELATING TO THE GENERAL EXCISE TAX
HEAPING SCHEDULED FOR TUESDAY, FEBRUARY 6, 2011, AT
B:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey,
Chair and Members of the House
Committee on Economic Revitalization & Business:

I support passage of House Bill HBB4B 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 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.

I urge your approving House Bill H8848. Thank you for your time.

Very truly yours,

fowx /,442J~
Thomas G. Cabrinha

LIP. FKA ERWIN CABRINHA & AL) LIP 598 HALEKAUWILA STREET. HONOLULU, HAWAII 96613
(600) 533.42z4 FAX (8081 599-2505 TOL. FREE (888: 5334244 WWW.ECA.ADVISOPS.COM
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February 7, 2011

VIA WEB

Honorable Representative Angus L K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members o~ the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL H6848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8, 2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey,
Chair and Members of the House
Committee on Economic Revitalization & Business:

I support passage of House Bill HBB4B 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 low the State has sometimes taken the position to tax some
related party transaction and this reformation will eliminate the inconsistent treatment of
reloted party transactions.

The passage of H6848 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,

I urge your approving House Bill HB848. Thank you for your time.

Very truly yours,

a€~ 4-
Charles K.H. Au

ECA LLP - FKA ERWIN CABRIt4HA & AU LLP 598 HALEKAUWILA STREET frONOLULU~ HAWAII 96813

8081 533-4244 - FAX (808) 599-2505 TOLL FREE (8881 533.4244 - WWW.ECA-ADVISORS.COM
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Anthony Martyak
520 Lunalijo Home Road, 11115

Honolulu, HI 96825

February 5,2011

VIA WEB VIA EMAIL: EflJftestimony@Capitol.hawaii.gov

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Conmjittee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL 11B848 - RELATING TO TIlE GENERAL EXCISE TAX
REARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKeJ.vey, Chair and Members of the House Committee on Economic
Revitalization & Business:

I support passage of House Bill BB848 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 conunon
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 tbe ]RC Code into the
fiRS 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 retated 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 exenipt from general excise tax, on behalf of the related
businesses, where the applicable relatiotiship is defined under Section 267(b) of the WC Code

I urge your approving House Bill 11B848

fl P
fMata\II\JW Folder\Ht’848 - Testimonies for JW(A)
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Donald Lau
535 Paikau Street

Honolulu, 111 96816

February 5, 2011

VIA WED VIA. EMAIL: ERBtestimony@Capitol.hawaii,gov

Honorable Representative Angus L. IC McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL 118848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

I support passage of House Bill I~848 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 bow to treat related companies and transactions that take
place between related 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 11B848 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 TRC Code

I urge your approving House Bill [18848

Aloh

QLJ/
e\datauluw ~oidcr’,HBS’S8 - Tcsthuoi,ies fo~ JW(A)
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Febniary 5,2011

VIA WEB VIA EMAIL; ERBiestiniony@Capit.oLhawaii.gov

Honorable Representative Angus L. K. Mckelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitaiization & Business
Members of the House ~onmilttee on Economic, Revitalization & Business

RE: ROUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 AM, HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

I support 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 bu~iness 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
l)aYtflaSter.

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 ERG Code into the
URS section 237-23 as it relates to general excise tax law, related parties will not have to pay
general excise lax 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 118848 will allow companies to have a common paymaster to pay employees of
two or more related businesses, arid be exempt from general excise tax, on behalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the JRC Code

I urge your approving House Bill 118848

Aloha,

fMata\I&~ FoId~r’UB84* - Te,~monics for ~C) ~~ ~~
4,cc/id
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JAI~S W~ t WONG
3737 Nanoa Road

Honolulu, Hawaii 96822
Phone: (505) 946—2966 ~x: (808) 943—3140

Febmary 5,2011

VIA WEB VIA EMAIL: ERBtestinwny@Capitol.hawaii.gOV

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Econontic, Revitalization & Business

RE: HOUSE BILL flB845 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Conmtittee on Economic
Revitalization & Business:

I support passage of House 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 ai~d the cost of administering and handling payroll, it is not uncommon for a
company with multiple different but related efflities 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 xelates 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 11B848 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

I urge your approving aouse Bill RB 848

Foldei\HB813 - Tcstinionic~s for JW(A)

FEB-06-2011 11:30PM FAX: ID:REP eRa’? PAGE:014 R100C



PetlUon

Honorable Representative Angus L. K. McKeivey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
Rouse Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL HB84~ - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
&OO A,M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKeivey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill 118848 to expand the general excise tax exemption for a
common paymaster. Jn the case of a common pay master such as Altres Staffing, they provide
sen’ices for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax, What we &e proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by 113848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates.., be
added to section 237-23.5.

Dy allowing this change, we can be assured related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill HE848

Sincerely,
Print Name Si ature Address

Warren M. Wang 77 Nehoa Street, ilonolulu, RI 96822

f:~daLa\ll\JNV Fclder\201 I LegisIaiiou~UBS48 - 1W Testin~ç,~y
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Petition

Honorable Representative Angus L. K. MeKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Comnñttee on Economic, Revitalization & Business

RE: HOUSE BILL 118848- RELATING TO THE GENERaL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONJERENCE ROOM 312

Dear Honorable Angus MoKelvey, chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill 118848 to expand the general excise tax exemption for a
common paymaster- In the ease of a common pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification An the interpretation of
the Hawaii tax law in place and believe the amendment proposed by HBS4S more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates.., be
added to section 237-23.5.

By allowing this change, we can be assured related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill 1~848

Sine~re1y,
Prin.t Name Signature Address

Napualani V. Wong j~..-.~c4’J’L~-’ 1577 Nehoa Street, Honolulu, Ri 96622
C, I
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Petition

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL flB843 - RELATiNG TO THE GENERAL EXCISE ~TAX
HEARING SCHEDULED FOR TUESDAY, EEBRUARY 8,2011, AT
8:00 A.M,, HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill im 848 to expand the general excise tax exemption for a
common paymaste,E. In the case of a common pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the uvrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by 1m848 more specifically
under the definition of “Services” to include legal and accounting Services, rnathteuance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates.., be
added to section 237-23.5.

By allowing this change, we can be assured related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve Rouse Bill I~848

Sincerely,
Print Name Si tare Address

Jen~ /93c fujic~Aou8fr
a1s~ 13* Cv~4 Tap ~
~ ~ado Ø~ ?unohou~ FF1 ~
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Petition

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Cloy, Vice Chair
House committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: ROUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
REARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 AM, HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus MeKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill HB848 to expand the general excise tax exemption for a
common paymaster. In the case of a coimnon pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for budling the payroll for those unrelated
companies. They pay generaJ excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the ametidment proposed by BB848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates. . - be
added to section 237-23.5.

By allowing this change, we can be assured ,elated common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill NE848

Sincerely,
Print Name Signature Address

f~p1-,,j ~- — j4~zL zoZ~ k~9~Li-~ tr~ ftr ?63~?5
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Petition

Honorable Representative Angus L. K. MeKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
Rouse Committee on Economic, Revitalization & Business
Members of the Rouse Committee on Economic, Revitalization & Business

RE: HOUSE EJLL EJBS4S RELATING TO THE GENERAL EXCISE TAX
HEARING SCUEDIJLEJ) FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus MoKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill HE848 to expand the general excise tax exemption for a
common paymaster. In the case of a coirmion pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies, They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related ëñtity, uude~-’the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification ii~ the interpretation of
the Hawaii tax law in place and believe the amendment proposed by RB 848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
servites, reimbursable repairs and maintenance expenses paid On behalf of affiliates,,, be
added to section. 237-23.5.

By allowing this change, we can be assured related common paymaster compai~ies are not
penalized with additional general, excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill 1m848

Sincerely,
Print Name

f:\dataUlUW Foldei\201 I LtgislationU4f354~ ~JW Tcstinion~
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Petition

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Cormuittee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

P33: HOUSE BILL ff8848 - RELATING TO TIlE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill 1-18848 to expand the general excise tax exemption for a
common paymaster. In the case of a conunon pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the cast of a related entity, undet- the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by HB848 more specifically
under the definition of “Services” to inciude legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on bebait o affiliates.., be
added to section 237-23.5.

By allowing this change, we can be assured related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill 11E848

Sincerely,
Print Name Si ature Address

__________ ________ 377 /4tih
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Petition

Honorable Representative Angus U K. McKelvey, Chair
Honorable Representative Jsaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL 11B848 - RELATING TO THE GENERAL EXCISE TAX
REARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the Rouse Committee on Economic
Revitalization & Business:

We are in support of House Bill I~848 to expand the general excise tax exemption for a
common paymaster. In the case of a common pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay generaJ excise tax only on the fee they charge to the unrelated entities and
not on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by fffi848 more specifically
under the definition of “Services’ to include legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates.., be
added to Section 237-23,5.

By allowing this change, we can be assured related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill HB848

Sincerely,
Print Name Signature Address

~ ___

~ WI
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APetition

Honorable Representative Angus L. K. MelCeivey, Chair
Flonorable Representative Isaac W. Choy, Vice Chair
House Conm~utee o~ Economic, Revitalization & Business
Members of the house Committee on Economic, Revjral)zasjo~ & Business

RE: HOUSE BILL JlB$48 .‘ RELATNG TO TIlE GENERAL EXCISE TAX
BEARING SUIEDIJLED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 AM., HAWAII STATE CAPITOL, COTh~FERENCE ROOM 312

Dear Honorable Angus McKelvey, chair and Members of the House Committee on Economic
Revitalization & Business:

We are in Support of House Bill 1Th848 to expand the general excise tax exemption for a
common paymaster. In the case of’ a common pay master such as Akres Staffing, they provkje
Services for unrelated entities and charge them a fee for handling the payroll for those unrelated
companies. They pay general Cxcise tax, only on the fee they charge to the umelated entities and
not ciii the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax, What we are proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the ameudnient proposed by l-ffi848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs and niainteuance expenses paid on behalf of affiliates.,, be
added to section 237-23.5.

By allowing thi.s change, we can be assured related common paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill k~848

Sincerely,

Address
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Petition

HonoraWe Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Economic, Revitalization & Business
Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL flE848 - RELATING TO THE GENERAL EXCISE TAX
REARJNG SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 A.M., HAWAII STATE CAPITOL, CONEERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill 118848 to expand the general excise tax exemption for a
common paymaster. Lu the case of a common pay master such as Altres Staffing, they provide
services for unrela~ed entities and charge them a fee for handling the payroll for those uxwelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities aiid
nor on the payroll they handle for the unrelated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we are proposing is a clarification in the interpretation of
the Hawaii tax Jaw in place and believe the amendment proposed by I~848 more specifically
under the definition of “Services” to inclade legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates.., be
added to section 237-23.5.

By allowing this change, we can be assured related CO Wuon paymaster companies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill 118848

Sincerely,
Print Name Signature Address

14I4ft ~£“~ LQ-~c14~-c _ s’~4 ~ A-”-
~
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Petition

Honorable Representative Angus L. K. MeKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Committee on Econonñc, Revitalization & Business
Members of the House Committee on &onornic, Revitaliiation & Business

RE: HOUSE BILL HB$43 - RELATII~G TO TUE GENERAL EXCISE TAX
HEARING SCI{EDUISED FOR TUESDAY, FEBRUARY 8,2011, AT
8:00 AM., JJAWAIJ STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Committee on Economic
Revitalization & Business:

We are in support of House Bill 118848 to expand the general excise tax exemption for a
common paymaster. In the case of a common pay master such as Altres Staffing, they provide
services for unrelated entities and charge them a fee for handling the payroll for those unrelated
compaxñes. They pay general excise tax only on the fee they charge to the unrelated entities and
not on the. ~yroll they handle for the unr&ated company.

In the case of a related entity, under the statue, it states services between related parties are
exempt from general excise tax. What we ai-e proposing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by 11B848 more specifically
under the definition of “Sen’ices” to include legal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates.., be
added to section 237-23.5.

By allowing this change, we can be assured relaxed common paymaster companies are not
p~naIized with additional general excise taxes when they are reinthursed from their affiliate
companies.

Please approve House Bill 1W848

Sincerely,
Print Name Signature Address

~M’L≤3L~~
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From: maiIingIist~capitoLhawaN.gov
Sent: Friday, February 04, 201111:28 AM
To: ERStestimony
Cc: biU~tikisgriILcom
Subject: Testimony for HB848 on 218/2011 8:00:00 AM

Testimony for ERB 2/8/2011 8:00:00 AM HB848

Conference room: 312
Testifier position: support
Testifier will be present: No
Submitted by: William Tobin
Organization: Individual
Address: 1940 ALAWEO ST Honolulu, HI
Phone: 8083713440
E-mail: bill@tikisgrill.com
Submitted on: 2/4/2011

Comments:
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