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TAXBILLSERVICE

126 Queen Street, Suite 304 TAX FOUNDATION OF HAWAII Honaolulu, Hawali 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 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 I, 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
defined) 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

85



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 test as 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
1s 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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February 4, 2011
VIA WEB |

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative [saac 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 support passage of House Bill HB848 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 & President

fAdata\IIUW Folder\2011 Legislation\tiB848 - JW Testimony



JAMES W. Y. WONG

HONOLULU OFFICE - ANCHORAGE OFFICE
3737 Manoa Road 411 West 4th Avenue, Ste 200
Honolulu 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 Commiftee 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 AM., HAWAIL 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. 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 payroli
requires me to operate more efficiently.

Those the common paymaster business entity should not be required to teport 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,

AN —
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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 HB348 - 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

fAdata\lIVW Folder\2011 Legislation\HB848 - JW Testimony
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Honorable Representative Angus L., K. McKelvey, Chair
Members of the House Committee on Economic Revitalization & Business
House Comniitiee on Economic Revitalization & Business

RE:  House Bill 1B848

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

PETITION:

We wish to support passage of House Bifl HBS48 which is a bill to expand the general excise tax
exemption for a common paymaster. The bill will help to stabilize our economy. Our current
tax laws are unclear on how o treat related companies and transactions that take place between
refated companies. Under the current law the State has sometimes taken the position (o 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 required 1 repert
the reimbursable expenses for the purposes of general excise tax eporting since the related
business entitics are already paying the taxes associated with the payroll costs incurred.

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

Honorable Representative Marcus R, Oshiro, Chair
Honorable Representative Marilyn B, Lee, Viee Chair
Members of the House Commitiee on Finance

RE: HOUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tuesday, 02/08/2011. (@ 8:00 am,

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

1 support passage of House Bill HB848 which is a bill to expand the general excise tax
exemption for a common paymaster. [t is not uncommeon for many companies in Hawaii to have
multiple refated entities and with the high cost of doing business in Hawaii, the high cost of
insurance and the cost of adminigtering and handling pavroll, it is comnmon 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 fransactions 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 climinate the inconsistent
treatment of related party transactions.

I urge your approving House Bill HB848
Aloha,

@A ol

FEB-@4-2@11 ©3:48PM  FAX: BEB 942 9576 ID:REP CHOY FRAGE: B34 R=SEX



0z/04581 03:42P1 Shea & Co., CPA's, Inc. [503) 94z2-9576
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February 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 HB8$48 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tuesday, 02/08/2011. @ 8:00 am.

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

1 support passage of House Bill MB848 which is a bill to expand the general excise tax
exemption for a common paymaster, }t is not uncommon for many companies in Hawail to have
mailtiple related entities and with the high cost of doing business in Hawaii, the high cost of
msurance and the cost of administering and handling payroll, it is common for such companies
to praocess 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.

[ urge your approving House Bill HB848

Aloha,

e S
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February 4, 2011

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

RE:  HOUSE BILL HB84S - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/YIME/LOCATION: Tucsday, 02/08/2011, @ 8:00 a.m,

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

{ support passage of House Bill HB848 which is & bill 1o expand the general excise lax
exernplion for a common paymaster. It is pot uncommon for many compandes in Hawaii o 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 cutrent tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Uader 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 HRB843
Aloha,
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February 4, 2011

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

RE:  HOUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tuecsday, 02/08/2011. @ 8:00 a.m.

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

1 support passage of House Bill HB848 which is a bill to expand the general excise tax
exernption for a common paymaster. It is not uncommon for many companies in Hawaii 1o have
multiple related entities and with the high cost of doing business in Hawail, the high cost of
insurance and the cost of administering and handling payroll, it is common for such companies
lo process all s 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 o tax some related party transaction and this reformation will eliminate the inconsistent
treatinent of related party lransactions.

[ urge your approving House Bill HB848

Aloha,
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February 4, 2611

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

RE:  HOUSE BiLL HB8438 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tuagsday, 02/08/2011. @ 8:00 a.m,

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

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

The current tax laws are unclear on how to treat related companics and transactions that take
place between related companies. Under the current law the State has sometimes taken the

position to tax same related party transaction and this reformation will climinate the inconsistent
treatment of related party transactions,

1 urge your approving House Bill 1B848

Aloha,

Ernal - Ri {[u;] {am‘mu
/i
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February 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 HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tuesday, 02/08/2011. @ 8:00 a.m,

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

I support passage of House Bill HB848 which is a bill to expand the general excise tax
exemption for 2 common paymaster. It is not uncommon for many companies in Hawaii 1o have
multiple related entities and with the high cost of doing business in Hawaii, the high cost of
insurance and the ¢ost 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 retated 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
ircatment of related party transactions,

I urge your approving House Bill H3848

b P s T
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February 4, 2011

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

RE: HOUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tuesday, 02/08/2011 (@ 8:00a.m.

Dyear Honorable Angus McKelvey, Chatr and Members of the House Committee on Economic,
Revitalization & Business;

 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 bandling paytoll, 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 o 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 peneral excise tax law, related parties will not have o pay
general excise tax between related parties as it relates to reimbursable expenses. Under the
current law the Sfate 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 HB848
Aloha,

Ao o f o
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February 4, 2011

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

RE: HOUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tugsday, 02/08/2011 @ R:003.15.

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

1 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 wiler 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 10 tax some related party transaction and
this reforration will eliminate the inconsistent treatment of related party transactions.

The passage of TIB848E will allow companies to have a common paymaster to pay employees of
two of more related businesses, and be oxempt from general excise tax, on bebalf of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

! urge your approving House Bill HB848

Aloha,

Lol
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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 HB848 - RELATING TO THE GENERAL EXCISE TAX
| HEARING DATE/TIME/LOCATION: Tuesday, 02/08/2011 @ 8:00a.m.

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

1 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 bandling payroll, it is not uncormon for a
compuany with multiple different but related entities to put its employees under one common
paymaster. :

The current tax taws 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 reiated party transaction and
this reformation will eliminate the incousistent treatment of related party trapsactions.

The passage of HB84S will allow companies to have a common payvmaster 10 pay employees of
two ar 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 HB848

Alcha,
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February 4, 2011

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

RE: HOUSK BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tuesday, 02/08/2011 @ 8:00a.1u,

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

I support passage of House Bill HB848 which is a bill o 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 adminisiering and handling payroil, it is not uncommon for &

company with multiple different but related entities to put its employees under one commaon
paymasier, '

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 ii relates to goneral 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 transaciion and
this reformation will eliminate the inconsistent treatment of related party transactions.

The passage of HIB848 will allow companies to have a commen 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 retationship is defined under Section 267(b) of the IRC Code

I urge your approving House Bili IIB843

Alobas,

s

- Il , o ;.

A A [ - :
(,]‘, ‘6253 //[;L{,}rr/l/(.' f’;""“—t}é’;{ C&:
{':f - ~ 5/1 .

FEB-@4-2011 B83:42FM  FAX: 888 942 9576 ID:RER CHOY PAGE: @13 R=96%



0z/04511 03:42P1 Shea & Co., CPA's, Inc. [g0g8) 94z-9576 p.l4

SHEA & Co., CPA'S, INC.

1565 KAPHOLANG BOULEVARD o) par-4309
SUFTT 1240 FAX (BOR] 9427570
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pehoa@gtemo
ghes_and_co@meaiiantel.net

February 4, 2011

Honorable Representative Angus L. K. MceKelvey, Chair
Honorable Representative 1saac W. Choy, Vice Chair ‘
Members of the House Commitice on Econowmic, Revitalization & Business

RE: HOUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIME/LOCATION: Tuesday, 02/08/2011 @ 8:09s.m.

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

{ support passage of House Bill HB848 which is a bill to expand the general excise tax
exemption for a common paymaster. With the bigh cost of doing business in Hawaii, the high
cost of insurance and the cost of administering and handling payroll, it is not uncommon fora
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 transaclions that take
place between related companics. Through the adoption of section 267 of the IRC Code into the
LIRS section 237-23 as it relates to general excise tax law, related parties will not have o pay
general excise tax between refated parties as it relates 10 reimbursable expenses. Under the
current 1aw the State has sometimes taken the position to tax some related party transaction and
this reformation will eliminate the inconsistent treatment of refated party transactions.

The passage of HB848 will allow companies to have a cominen paymaster to pay employees of
pwo or mare 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

{ urge your approving House Bill HB343

Y,

Aloha,
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SHEA & Co., CPA'S, INC.

ISEE CARICILANT BOULEVARD
ALNTE 1240
HCMOUULY, HAWALL 96314-4527
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FAX (A0B} 2279574

E-MA L prbaatiBginst

shea and_cofhawaiiantel . net

February 4, 2011

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

RE:  HOUSE BILL HB348 - RELATING TO THE GENERAL EXCISE TAX
BEARING DATE/TIME/LOCATION: Tuesday, 02/08/2011 @ 8:008.m.

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

1 support passage of House Bill HBB48 which is a bill to expand the general excise fax
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 payrell, it is not uncormmon for a
company with muitiple different but related entities to put its employces under one commaon
paymaster,

The current 1ax laws are unclear on how fo treat related companies and transactions that take
place between related companies. Through the adoption of section 267 of the IRC Code into the
HRS seotion 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 Jaw the State has sometimes taken the position lo tax some related party transaction and
this reformation will eliminate the inconsistent treatment of related party ransactions,

The passage of HB848 will allow companies to have a common paymaster 10 pay employees of
two or more related businesses, and be exempt from general excise tax, on behall of the related
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

1 urge your approving House Bill HB848

Aloba,
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SHEA & Co., CPA'S, INC. .

1585 LAPIOLANS BOULEVARD
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February 4, 2011

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

RE: HOUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATETIME/LOCATION: Tuesday, 02/08/2011 @ 8:00a.m.

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

I support passage of House Bill [B848 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 bandling payrell, 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 refated 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 treatrent of related party transactions.

The passage of HB$48 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 behall of the related
businesses, where the applicable reationship is defined under Section 267(b) of the IRC Code

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 House Committee on Finance

RE: HOUSE BILL HB848 - RELATING TO THE GENERAL EXCISE TAX
HEARING DATE/TIMENOCATION: Tuesday, 62/08/2011. @ 8:00 a.1m,

ear Honorable Marcus Qshiro, Chair and Members of the House Comniitee on Finance:

I support passage of House Bill IB848 which is a bill 10 expand the general excise tax
exemption for a common paymaster, It is not uncommon for many companies in Hawail 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 companics
{0 process al} its cmployees under one common pavinaster, '

‘The current tax laws are unclear on how to treat related companies and transactions that take
place between related companies. Under the current Jaw the State has sometimes taken the
position 10 tax some refated party wansaction and this reformation will climinate the inconsistent
treatment of related party transactions.

1 urge your approving House Bill HB848

Aloha,

Codd
/@ i
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ROY NAKAGAWA

Phane: (808} 371-2555

February 5, 2011
VIA WEB VIA EMAIL: ERBtestimony@ 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 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 Econontic
Revitalization & Business:

I support passage of House Bill HB848 which is a bill to expand the general excise tax
exemption for 4 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 refated
businesses, where the applicable relationship is defined under Section 267(b) of the IRC Code

I urge your approving House Biil HB848

Alch
57 -
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ALLEN MARUTANI

1722 Kumakani Loop, Honolulu, Hawaii 96821
Phone: {808) 225-861%

February 5, 2011
VIA WEB VIA EMAIL: ERBtestimony@ 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 BILL HB3848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8, 2011, AT
8:00 AM., HAWAH 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 diffcrent but related entitics 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 relaied party transactions.

The passage of HB848 will allow companies to have a common paymaster to pay employees of
two or more 1elated businesses, and be exempt from general excise tax, on behalf of the related
businesses, where the applicable relattonship is defined under Section 267(b) of the IRC Code

I urge your approving House Bill HB848

Aloha, : -
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February 5, 2011
VIA WEB VIA EMAIL: ERBtestimony@ Capitol.hawaiji.gov

Honorable Representative Angus L. K. McKelvey, Chair

Hornorable 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 AM., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKeivey, 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 gcneral excise ax
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 employces under one common
paymaster.

The current tax laws are unclear on how to treal 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 reimbursabie 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 aliow companics to have a common paymaslter to pay cmployces 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

Y urge your approving House Bill HB848
Aloha,
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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 AM., 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 HB848 to expand the general excise tax exemption for a
common paymaster. In the case of a common pay master such as Alires 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 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

/fan.!..wo Moore wzt, e 3355 Alsllea AVE. How, Ht A4
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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, 201 I, 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 Biil 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 accountin g 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 paymasier 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

Tuwe A. AkisA Q.,u...,, d dlam, 98-314 Fono St Areadte 9470,
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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, 201 1L, 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:

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 clazification 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 relared common paymaster companies are n_ot
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill HB848

Sincerely,
Print Name 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 Commnittee 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: :

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, reimbursable réepairs 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 gencral excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill HB848

Sincerely,
Address

Print Name Sigpature
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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 HB348 - 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 HB848 to expand the general excise tax exemption for a
common paymaster. In the case of a common pay master such as Alfres 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 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
Lon Lty o s WL £ v ffandl o qppl6
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February 5, 2011
VIA WEB VIA EMAIL: ERBtestimony@ 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 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 Cormittee 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 tzansactions 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, refated 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 climinate 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 HB§48

h
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February 5, 2011
VIA WEB VIA EMAIL: ERBtestimony@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 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 support passage of House Bilt 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 wiil 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

1 urge your approving House Bill HB848

Aloha,
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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 Commitiee 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
Revitalizaton & Business:

We are in support of House Bill HB848 to cxpand 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 Jegal 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 |
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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 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 ond Mernbers of the House
Committee on Economic Revitalization & Business:

| support passage of House Bill HB848 which is @ bill to expand the general excise tax
exemption for a common paymaster. With the high cost of doing business in Hawdii, the high
cost of insurance and the cost of administering and handling payroli, it is not uncommon for a
company with muitiple 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
related party transactions.

The passage of HB848 will allow companies to have a-common paymaster fo pay
employees of two or more related businesses, and be exempt from general excise tax, on

behalf of the related businesses, where the applicable reiationship is defined under Section
267{b} of the IRC Code.

[ urge your approving House Biill HRB848, Thank you for your time.
Very truly yours,
/‘ M
7 o L.
Thomas G. Cabrinha

ECA LLP - FXA ERWIN CABRINHA & AL LLP - 598 HALEKAUWILA STREET - HONOLULU, HAWAI 96813
{808} 533-4224 - FAX (808) 599-2505 - TOLL FREE [BBR] 535.-4244 - WWW.ECA-ADVISORS.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 Committes 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 g, 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 Ravitalization & Business:

I support passage of House Bill HBB48 which is a bill fo expand the general excise tax
exempfion 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 multipte different but related entities to put 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 compaonies. 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

reloted party transaction and this reformation will eliminate the inconsistent freatment of
related party transactions.

The passage of HBB48 will allow companies to have o common paymaster to pay
employees of two or more related businesses, and be exempt from general excise iox, on
behalf of the related businesses, where the applicable relationship is defined under Section
267(b) of the IRC Code,

| urge your approving House Bill HBB48. Thank you for your time.
Very truly yours,

oo A

Charies K.H. Au

ECA LLP - FKA ERWIN CABRINHA & AU LLP - 598 HALEKAUWILA STREET < FONOLULY, HAWA!I 96813
(808) 533-4244 - FAX {80B) 599-2505 - TOLL FREE [858) 533-4244 - WWW.ECA-ADVISORS.COM
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Anthony Martyalk
520 Lunalilc Home Road, #115
Honolulu, HI 96825

February 5, 2011
VIA WEB VIA EMAIL: ERBtestimony @ Capitol.hawaii.gov

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W, Choy, Vice Chair

House Conimitiee 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., HAWAIL STATE CAPITOL, CONFERENCE ROOM 312

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

1 support passage of House Bill HB&48 which is a bill to expand the general excise tax
exemption for a common paymastetr. 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 undex one corumon
paymaster.

The current tax Jaws 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. Undet 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 t¢ 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 HB843

Aloba,
M/?*%afv'w .0 2 )/
73 wThord 1% MART 11K

flata\NITW Folder\HB843 - Testmonies for YW{A)
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Donald Lau
535 Paikau Street
Honolulu, HI 96816

February 5, 2011 .
VIA WEB VIA EMAIL: ERBtestimony @ CapitoLhawaiji.gov

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

House Commiitee on Econciic, 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., HAWAIL STATE CAPITOL, CONFERENCE ROOM 312

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

I support passage of House Bill HB848 which is a bill to expand the general excise tax
exemption for a cormmon 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 uncomnon 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 10 treat related companies and transactions that take
place between related coropanies. Through the adoption of section 267 of the JRC Code into the
RS section 237-23 as it relates to general excise tax law, related paries will not have to pay
general excise tax between related parties as it relates 1o rejrnbursable expenses. Under the
cugrent 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 fo 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

T urge your approving House Bill HB848
Aloh
}
[ ﬁ?lﬂvfoﬂ
4D oS L
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February 35, 2011
VIA WEB VIA EMAIL: ERBtestimony @ Capitol.hawaii.gov

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

House Committee on Economic, Revitalizaton & 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., HAWAI 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 putits employees under one common
paymaster.

The cusrent 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 treatiment 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 HB843

Fi FAdata\iINTW Folden\HB242 - Testimonics for TW(A) % G / szébﬁ/ “u M %4
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JAMES W. Y. WONG
3737 Manoa Road
Honelulu, Hawaeii 96822
Phone: (BOB} 946-2966 TFax: (808) 943-3140

February 5, 2011
VIA WEB VIA EMAIL: ERBtestimony@ Capitol.hawaii.gov

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

House Commiitee on Econoinic, Revitalization & Business

Members of the House Committee on Economic, Revitalization & Business

RE: HOUSE BILL HB348 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8, 2011, AT
8:00 AM., HAWAIL STATE CAFPITOL, 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 insuzance and the cost of administering and handling payroll, it is not ancommon for a
company with multiple different but related entities to put its employees under one common
paymaster.

The carrent 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 Stats has sometimes taken the position to tax some refated party transaction and
this reformation will eliminate the inconsistent treatment of related party transactions.

The passage of HB348 will allow companies 1o have a common paymaster to pay employess 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

T urge your approving House Bill HBE48

f3datal W Folder\HB&48 - Testimenics for TW{A)
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Petition

Honorable Representative Angus L. K. McKelvey, Chaix

Honorable Representative Isaac W, Choy, Vice Chair

House Committee on Economic, Revitalization & Business

Members of the House Committee on Economie, Revitalization & Business

RE: HOUSE BILL HBE848 - 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 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 unzelated 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 clanification 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 237-23.3,

By allowing this change, we can be assuted related common paymaster companies are ot
penalized with additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve Honse Bill HB848

Sincerely,
Print Name Sigmature Address

Warren M, Wong 77 Nehoa Street, Honolulu, HI 96822
|74 c)/
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Petition

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

House Commiittee 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., HAWATI STATE CAPITOL, CONFERENCE ROOM 312

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

We are in support of House Bill HB848 to expand the general excise tax exemption for a
comroon 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
companics. 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, if'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 HB 348 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 237-23.3.

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

Please approve House Bill HIB848

Sincerely,

Print Name Signature Address

Nepualap V. Wong Ayt / Ldm ~ 1577 Nehoa Street, Honolulu, HL 96822
6/ ¥
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Petition

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W, Choy, Vice Chair

House Commijttee on Economic, Revitalization & Business

Members of the House Commitice on Economic, Revitalization & Business

RE:  HOUSE BILL HBE848 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8,2011, AT
B:00 AM., 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 HB848 to expand the general excise tax exemption for a
comimon 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, 1t states services between related parties are
exempt from general excise tax. What we are proposing is a clatification 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 setvices, maintenance
services, reimbursable repaivs 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

N )(SWN\ AL 25"
Hlysoa @,w \
Kidna Twado

Address
oY~ L8BC foredou BE Uywiilu, gt
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Petition

Honorable Representative Angus L. K. McKelvey, Chair

Honorahle Representative Jsaac W. Chey, Vice Chair

House Committee on Econormnic, Revitalization & Business

Members of the House Committee on Economic, Revitalization & Business

RE:  HOUSE BILL HB848 - RELATING TQ THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8, 2011, AT
8§:00 A.M., HAWAIL 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 HB848 to expand the general excise tax exemption for a
conmnon 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 entitics 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 Hawail 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 additional general excise taxes when they are reimbursed from their affiliate
companies.

Please approve House Bill HB84§

Sincerely, .
Print Name Signature Address

Magen Cez Plads de 204 filaloe IF fion s 96825

DidataMIW Folden201] Legislaion\HBS48 - I'W Testimony
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Petition

Honorable Representative Angus L. K, McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

Honse Committee on Economic, Revitalization & Business

Metmbers 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
5:00 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 HB84§ to expand the general excise tax exemption for a
conmumon paymaster. In the case of a common Day rnaster such as Altres Staffing, they provide
services for unrelated entities and charge them & fee for handling the payroli for those unrelated
companies. They pay general excise tax only on the fee they charge to the unrelated entities and
110t on the payroll they handle for the unrelated COmpany.

In the case of a relaied 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 HBR48 more specifically
under the definition of “Services” to include legal and accounting services, matntenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates, .. be
added to section 237-23.5.

By alfowing this change, we can be assured related common paymastey Companies are pot
penalized with additional general excise taxes when they are reimbursed from thejr affiliate
companies.

Please approve House Bill HB848

Sincerely,
Print Name Signature Address

uﬁ"«\/‘:}dw/’%tmﬂ”#ﬁ{@/f ):) /57 /U(’M*fkj
/ | 7
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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 Fouse Comunittee on Bconomic, Revitalization & Business

RE: HOUSE BILL HB348 - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY §, 2011, AT
8:00 AM., HAWAII STATE CAPITOL, CONFERENCE ROOM 312

Dear Honorable Angus McKelvey, Chair and Members of the House Commitiee on Econormc
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 comymon pay master such as Alfres 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 entifies and
not on the payroll they handle for the unrelated company.

In the case of a related entify, under the statue, it states services hetween 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 HBR48 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
services, reimbursable repairs and mainfenance expenses paid on behalf of affiliates... be
added to section 237-23.5.

By atlowing 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 HBE48

Sincerely,

Prin Namc ~ Sigpature ddress
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Petition

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

House Comzrnittee on Economic, Revitalization & Business

Members of the House Commitiee on Bconomic, 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 Membets 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
commeon paymasier. 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 propesing is a clarification in the interpretation of
the Hawaii tax law in place and believe the amendment proposed by HB&848 more specifically
under the definition of “Services” to include legal and accounting services, maintenance
sexvices, 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 HB843

Sincerely,
Print Name Signature . Address

o LU\V"’\ _4%%,\,@—\ 2004 t‘,o\r{i\«\u.\’r L.
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Petition ™

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W, Choy, Vice Chair

House Commiitee on Econotnic, Revitalization & Business

Members of the House Committee on Economic, Reviralization & Busipess

RE:  HOUSE BILL HB84S - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8§, 2011, AT
8:00 A.M., HAWAII STATE CAPTTOL, CONFERENCE ROOM 312

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

In the case of a related entity, under the Statye, 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 HBS848 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 COMINOI payraster COMPpanies are not
penalized with additional general excise taxes when they are reimbursed from their affiliate
conipaties.

Please approve House Bill HB848

Sincerely,
Address

e _ %ff%@‘ ol /7 e
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Petition

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

House Committee on Econoniic, Revitalization & Business

Members of the House Committee on Econoric, 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:

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 oa the payroll they handle for the unrelated company.

In the case of a related enfity, 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 HI3848 more specifically
under the definition of “Services™ to include Jegal and accounting services, maintenance
services, reimbursable repairs and maintenance expenses paid on behalf of affiliates. .. be
added to section 237-23.5.

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

Please approve House Bill HB848

Sincerely,
Print Name Signature Address

Kasdp, Yok Ohe (o0 g pg—  LETA §* e
y ) " e B 4581
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Petition

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

House Commitiee on Economic, Revitalization & Business

Members of the Housé Compmittee on Economic, Revitalization & Business

RE:  HOUSE BILL HB84§ - RELATING TO THE GENERAL EXCISE TAX
HEARING SCHEDULED FOR TUESDAY, FEBRUARY 8, 2011, AT
8:00 AM., HAWATI STATE CAPITOL, CONFERENCE ROOM 312

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

We are in support of House Bill HB848 to expand the general excise tax exemption for a
copumon 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
undey 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
COmMpAanics. ‘

Please approve House Bill HB8438

Sincerely,
Print Name Signature Address
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From: mailinglist@capitol. hawaii.gov

Sent: Friday, February 04, 2011 11:28 AM

To: ERBtestimony

Cc: bill@tikisgrill.com

Subject: Testimony for HB848 on 2/8/2011 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@tikisariil.com

Submitted on: 2/4/2011

Comments:



