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- INFORMATION ON HAWAII STATE TAXES
ADMINISTERED BY THE DEPAR'IWIENT OF TAXATION

Th:spubhcanonprmdesagmmalmwoﬁhemost cemmmHawanSmtaxespandbybusmthatarclocamdeawan
and by businesses that are not located in Fawaii but which conduct business in Hawail, Tax forms, other publications, and specific
information applicable to your particular business situation may be obtained from any district tax office. Addresses and telephone
nnmbers for the district tax offices are provided at the end of this publication. :

GENERAL EXCISE TAX
The general excise tax law taxes persons (hﬁvﬂnﬂ;mpmm@mhpgmoﬁuuﬁns)m&cmnm&mgm&s
income they derive from their bnsiness activities in the Szate. The tax is often called a gross mcome tax becanse deductions for

business expenses such as matexials, labor, travel, office supplies, etc., generally are not allowed

This tax is also often referred to as a "sales tax.” The general excise tax, however, is not a sales tax and differs from a sales tax
in a number of ways. FM&MWMEMmmemwaMWBMmm
customer. Second, a2 cormon practice in Hawei is to separately state and visibly pass o to the costomer an amonnt

the cost of the business’ general excise tax Hability (in a mammer similar 10 a sales tax which is separately charged and collected
from purchasers). If a business adopts this practice, the amount visibly passed om as tax must be incleded in the business' gross
income subject to the tax. Unlike a sales tax, the amount visibly passed on as tax cammot be exrluded from the gross income
subject to the tax A business is not required to separately state an amount of the sales price representing a general excise tax
pass-on.

Third, the general excise tax is levied on gross income at all levels of business activity tmless specifically excmpted by law. Sales
taxss, on the other hand, usually are levied oa sales of tangible personal property only at the retail level. Exampiles of income
subject to the general excise tax includes gross income derived from: manvfacturing; sales of tangible personal property at both
wholesale and retail; contracting; the rendering of services, inclading professional services; commissions; and the rental of personal
or real property.

chsethemexalmtaxxslenedmtbebnsmesmhzrthanthemm thcg!‘ossmmmeabmm&cm
transactions with tax excmpt customers, such as nonprofit organizations and government agencies, is subject to the general excise
tax. The customer’s general excise tax status does not affect the business' general excise tax Bability on the business income. For
example, a business must pay general excise taxes on the gross amount it derives from contracts with a State or county government
agency. 'There are, however, afewammesspenﬁcaﬂymptbylawwhendﬁﬁngwnhfedualmorm
instrumentalities.

Oummmm”weuammmmwmmmm&mmmmmmmm
or sources within Hawail., Gross income derived from the sale or leasmg of tangibie personal property, the rental of real property,
or the provision of services is subject 1o the geneial exxise tax if the seller bas sufficient presence in the State. Presence in the
State is established if your business has an office, inveatory, property, emplayess, or other represeatation located in the State or
if services in conjunction with the sales of property, such as training, installation, or repairs, are provided in the State. The
furnishing of personal or other services in the State and the leasing of tangible persomal property located in Hawaii are other
examples of ransactions which are taxable. Other factors that must be considered but which do not alone demonstrate sufficient
presence are where delivery and acceptance of the goods takes place and where title or risk of loss passes from the seller to the
buyer. You must thoroughly analyze the facts and circumstances surrounding your transaction when determining whether there
is sufficient presence. Qut-of-state businesses are encouraged to contact the Department of Taxation regarding their specific
crcomstances. _

The general excise tax rate is 5% on gross income derived from wholesaling, producing, mamnfacturing, and certain services
rendered to or for an intermediary or mannfacturer. Gross income from all other busmass activities 15 taxed at the rate of 4%
except for a special .15% rate for msurance commissions. Taxpayers are encouraged to contact the Departmenit regarding their
specific circumstances becapse certain business activitics, such as wholesaling and contracting, are narrowly defined in the law and
some exemptions or credits are availabie. _
Au application for a general exdise tax license, Form GEW-TA-RV-3, must be campieted and submitted to the Department with
a 320 License fee prior to doing business in the State. A “ons-tune” hicense may be requested if you do not anticipate doing any
additional business m the State. Licenses may be obtained by mail or in person from any district tax office.

A 1ax exempt organization is aot subject to the general excise tax on certain types of income it receives. An organization may
apply for exempt status by compieting Form G-6, Application for Exemption From the Payment of General Excise Tax. The
organization should submit the appBcation to the Departwment with a $20 registration fee. The fee is not necessary if the
organization aiready has a general excise tax Ecense.



Periodic general excise tax retirns must be filed on 2 momthiy, quarterly, or semianmmal basis withie the month following the close
of the reporting period. An annual retirn, which snmmarizes the monthly, quarterly, or semianoual returns and which recouciles
the taxes dus on the total, actual income earned during the year with what was reported during the year, also must be filed by
the twenticth day of the fourth month following the close of the tax year.

USE TAX
A use tax is levied on the landed value of tangible personal propesty imported mto Hawaii for use in the State. The landed valne
is the value of the property at the time it arrives in Hawaii and inclades the invoiced or manufactared cost of the property, freaght,

insurancs, and any other costs incurred prior to the arrival of the property in Hawaii.

The use tax is a complement to the general exxise tax and is lsvied at coroparable rates. The landed vaine of tangible personal
property imported for consumption and not for sale is taxed at the rate of 4%. The landed value of imported tangible personal
which will be sold at the retail level or which will be leased or rented to another person or business is subject to the use

property
tax it the rate of 5%. The use tax is not imposed on tangible personal propesty imported for sale at wholesale,

ItsmWhamwmhagmadmmmtomdymfmmemm The general excise tax
retumn forms are used to report both the general excise tax and the use tax. There also s a registration and reporting procedure
for 2 taxpayer that is not subject to the general excise tax bot sells tangible personal property to purchasers in Hawaii (Seller's
Collection of Use Tax).

WITHHOLDING TAXES
mmmmMMWmmmmMmmmhmpmmﬂm
Employers must register with the Department by completing Form GEW-TA-RV-3. One identification number is assigned for
general excise/use and withholding tax purposes. A business may register for withholding tax purposes at the same time it applies
for a general excise tax ficenge or may later amend the original application to add the withholding tax.

Periodic withholding tax returns must be fled on a2 monthly or guartezly basis and are due no later than the fifteenth day of the
month following the close of the reporting period. An annmal return, which summarizes the monthly or quarterly returns,
reconciles the actual total wages paid and the actual taxes withheld during the year with what was reported duoring the year, and
transmits the State copy of Form HW-Z(orfedamlFormW—Z),akomustbeﬁledhythelastdayofthchbruaxyfouuwmgthc
close of the calendar year.

NOTE: The unemployment tax is not administered by the Department of Taxation. Anyonemthmployeesmthcmteshould
contact the State Department of Labor and ¥ndustrial Relations for mformation.

INCOME TAXES
Nettanblemelssub}edtoSmemeome:ax. Inmcﬂxmtmnsmustbcﬁledbyaﬂtaxpayus(&g.mdivﬁnﬂs,cmpmms,
trusts, and other entities) doing business in Hawaii, whether or not a net profit or loss is reakzed. Although there are differences,
Hawaii income tax law generally follows the federal Internal Revenue Code in computing the net taxable income. Hawaii resident
individnals are taxed on all income from all sources. Hawaii corporations are taxed on all income, exeept income apportionable
and taxable under the law to another state. Geaerally, all other taxpayers are taxed on income from their activities in Hawaii
Income tax returns are doc by the tweaticth day of the fourth month following the close of the tax year.

PENALYTES AND INTEREST .

Penalty and interest are assessed at the same rates for all State raxes. Two types of penalties may be imposed. A penalty for
faifmg to file a return by the due day is assessed at the rate of 5% of the unpaid tax due for each month or part of a month the
retorn s fate up to @ maximum of 25%. A penally also is assessed wher a return is filed on time but the tax due is not paid in
full This failure to pay penalty is 20% of the tax not paid within 60 days of the due date of the return. Interest is charged on
any unpaid tax and penalty at the rate of 2/3 of 1% for cach month or part. of a month the amomnts remain unpaid. Funds frore
a payment are first applied to interest and then to penalty. The remaining belance of a payment is then applied to the tax due.

TAX CLEARANCES

Tax ciearance certificates issned by the Department may be required for varicus parposes. For example, a tax clearance must
be cbtained before acquiring or rencwing a State contractor's license or 2 county liquor Beense, or subroitting a bid for or
receiving final paymeat on a State or county government contract.

An Application For Tax Clearance, Form A-6§, may be completed and subminted to the Department either in persor or by mail.
A tax dearance certificate is issaed if all returns due are filed and all tax Babilitics are paid. There is no fee for obtaining tax
clearance certificates. :

OFFICE LOCATIONS AND TELEFHONE NUMBERS

Qabm District Office Masi District Office Hawaii District Office Kanai Distriet Office
Taxpayer Services Branch 54 High Streer © 75 Aupuni Street 3060 Eiwa Street -

330 Penchbow! Street Wailoku, HI 96793-2126 Hile, HI 567204253 Libue, BI 96766-1310
Honoluln, HI 96813-5045 Phone: (808) 243-5382 Phane: (808) 9334321 Phone: (808) 241-3456

Toll-Free: 1-800-222-3229



