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§18-237-13-02.01 Tax on business of selling
tangible personal property by an out-of-state seller,
including drop shipments. (a) For the purposes of
this section:

"Accept or Acceptance" neans the purchaser or its
agent inspecting the tangi ble personal property and
t aki ng physical possession of the tangi bl e personal
property or having dom nion and control over the
t angi bl e personal property.

"Agent" neans a person authorized by the purchaser
to act on behalf of the purchaser and includes the
power to inspect and accept or reject the tangible
personal property.

"Del ivery" means the act of transferring
possessi on of tangible personal property. It includes,
the transfer of goods from consignor to freight
forwarder or for-hire carrier, fromfreight forwarder
to for-hire carrier, one for-hire carrier to another,
or for-hire carrier to consignee.

"Drop Shipnent", sonetines known as direct
delivery, neans the delivery and acceptance of tangible
personal property by a custoner in Hawaii from a
manuf act urer or whol esal er who i s soneone other than
the seller with whom the custoner placed the order

"Landed val ue" neans the val ue of inported
tangi bl e personal property which is the fair and
reasonabl e cash val ue of the tangible personal property
when it arrives in Hawaii. It includes the sales
price, shipping and handling fees, insurance costs, and
custons duty. It does not include sales tax paid to
anot her state.

"Nexus" neans the activity carried on by a seller
in Hawaii which is sufficiently connected with the
seller's ability to establish or maintain a market for
its products in Hawaii. It includes issues of
taxability addressed under the Due Process and Commerce
Cl auses of the United States Constitution to support
the application of the general excise tax and the use
tax under chapters 237 and 238, HRS, respectively.
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"Place of delivery" means the state or place where
the purchaser or its agent accepts a delivery of
tangi bl e personal property.

(b) Inposition of general excise tax on sal es of
t angi bl e personal property to custoners in Hawaii .
Section 237-13, HRS, inposes "privilege taxes agai nst
persons on account of their business and ot her
activities in the State . . . ." Section 237-2, HRS
states that "business" includes "all activities
(personal, professional, or corporate), engaged in or
caused to be engaged in with the object of gain or
econom ¢ benefit either direct or indirect

(1) The act or place of passing of title |s not
the determ native factor for purposes of
i nposi ng the general excise tax. |In states
inposing a retail sales tax where a sale is
defined as the transfer of title or
ownership, the place where title passes may
be rel evant. The general excise tax, however,
is not a sales tax inposed when title passes.
Rat her, the general excise tax is a gross
recei pts tax i nposed when business is
transacted in Hawaii .

(2) The general excise tax |aw | ooks to the place
of delivery of tangible personal property to
determ ne whether the sale of tangible
personal property is business transacted in
Hawai i .

(3) Hawaii does not inpose the general excise tax
on sal es of tangible personal property which
originate outside of this State unless the
pl ace of delivery of the tangible personal
property is in Hawaii and the seller has
nexus. There nmust be both: (1) a place of
delivery within Hawaii by the purchaser, or
its agent; and (2) the seller nust have nexus
for the general excise tax to apply to a
particular sale. The general excise tax wll
not be inposed if one of these elenents is
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(5)

(c)
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m Ssi ng.

Del ivery of tangi ble personal property to a
freight consolidator, freight forwarder, or
for-hire carrier utilized only to arrange for
and/or transport the tangible personal
property does not constitute acceptance of

t he tangi bl e personal property by the
purchaser or its agent unless the freight
consolidator, freight forwarder, or for-hire
carrier has expressed witten authority to
accept the tangi ble personal property as an
agent for the purchaser. Sinply signing the
bill of lading without this expressed witten
authority is not sufficient.

When the place of delivery of the tangible
personal property is to a custoner in Hawai i
and the seller has nexus, the sale of that
tangi bl e personal property constitutes

busi ness subject to the general excise tax.
Section 237-22, HRS, states that gross incone
or gross proceeds of sale will be exenpt if
the State is prohibited fromtaxing the gross
i ncome under federal |aw or constitutional
principles. If an out-of-state seller has no
nexus with Hawaii, its gross income or gross
proceeds of sale would be exenpt under
section 237-22, HRS.

| mposition of the use tax on the sale of

t angi bl e personal property to a custonmer in Hawaii .
Section 238-2, HRS, inposes use tax "on the use in this
State of tangible personal property which is inported

for

use in the State" if it is purchased froma

seller that does not have a general excise tax |icense.
All tangi bl e personal property used or consunmed in the
State is subject to a uniformtax burden irrespective

of whet her

(1)

it is acquired wwthin or without the State.
The use tax is levied on the inporter of
t angi bl e personal property based upon the
| anded val ue of the tangible personal
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property inported.

(2) The tax rate is one-half of one per cent if
the tangi bl e personal property is intended
for resale at retail, four per cent if the
tangi bl e personal property is intended for
consunption or use by the inporter or
purchaser, or no tax if the tangi bl e personal
property is intended for resale to a reseller
i censed under the general excise tax |aw.

(d) The liability for paying the general excise

tax or the use tax is dependent on all the factual
ci rcunst ances.

(e) The following is an exanple involving two

parties and is treated as a single transaction.

Example: S, an out-of-state seller of tangible
personal property, receives an order over the tel ephone

or through the mail, fromH a Hawaii custoner who is
the ultinmate consuner. H requests that the tangible
personal property be delivered to Hin Hawaii. S ships

t he tangi bl e personal property for delivery to and
acceptance by Hin Hawaii .
The additional fact as to whether or not S has
nexus with Hawaii determnes the result in this
exanpl e:
(1) If S has nexus with Hawaii, S s sale of
tangi bl e personal property constitutes
busi ness in Hawaii for purposes of the
general excise tax law. As a result, S nust
obtain a general excise/use tax license. S
is considered the inporter for resale at
retail and is subject to the use tax at
one-half of one per cent. S is also subject
to the general excise tax at four per cent on
t he sale.

(2) If S does not have nexus wth Hawaii,
pursuant to section 237-22, HRS, the general
excise tax is not inposed upon S. Because S
is not alicensed seller and the inport is
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for consunption by H His subject to the use
tax at four per cent.

(f) The following is an exanple of a drop
shi pnment that involves three parties and is treated as
two separate transactions.

Example: S, an out-of-state seller of tangible
personal property, receives an order over the tel ephone
or through the mail, fromH a Hawaii custoner who is
the ultimte consuner. Wis an out-of-state whol esal er
of tangi ble personal property. S notifies Wof the
order and requests that Wship the tangi bl e personal
property directly to Hin Hawaii. Wthen ships the
tangi bl e personal property for delivery to and
acceptance by Hin Hawaii .

The followng are the results when differing
additional facts as to whether S and Whave nexus with
Hawai i and are properly |icensed under the general
excise tax law are incorporated into the exanpl e:

(1) |If neither S nor Whas nexus with Hawaii and
both are unlicensed, the inportation of the
tangi bl e personal property by His from an
unlicensed seller for consunption. His
subject to the use tax at four per cent.

(2) If S has nexus with Hawaii and is |icensed
but Wis unlicensed and has no nexus, Sis
considered to have inported the tangible
personal property for resale at retail and is
subject to the use tax at one-half of one per
cent. The sale fromSto His aretail sale
S' s gross incone fromthe sale is subject to
the general excise tax at the rate of four
per cent.

(3) If both S and Whave nexus with Hawaii and
are licensed, both sales would be subject to
the general excise tax. The sale fromWto S
is a wholesale sale. Ws gross incone is
t axabl e at one-half of one per cent. The



§18-237-13-02.01

(4)

sale fromSto His aretail sale. S s gross
income is taxable at four per cent. There is
no use tax because Winported the tangible
personal property for resale to a |licensed
reseller.

| f Whas nexus with Hawaii and is |icensed
but S is unlicensed and has no nexus, the
sale fromWto S does not qualify as a

whol esal e sal e under section 237-4(1), HRS,
because S is not a licensed seller for

general excise purposes, therefore, Wis
subject to the general excise tax at the rate
of four per cent. Wis considered to have
inported the tangi bl e personal property for
resale at retail and is subject to the use
tax at of one-half of one per cent. The
general excise tax is not inposed on the sale
fromS to H because S does not have
sufficient nexus with Hawaii. Since Wis the
i nporter of the tangible personal property
and His not, H would not be subject to the

use tax. [Eff MAY 26,1998 | (auth:

HRS §8231-3(9), 237-8) (Inp: HRS
§8237-4(1), 237-13(2), 237-21, 237-22, 238-2,
238-3(c))
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8§18-238-1 Definitions. For purposes of this
chapter:

"Consummat ed" is the place of delivery nmeaning the
state or place where the purchaser or its agent accepts
a delivery of tangible personal property.

"Landed val ue" neans the val ue of inported
t angi bl e personal property which is the fair and
reasonabl e cash val ue of the tangible personal property
when it arrives in Hawaii. It includes the purchase
price, shipping and handling fees, insurance costs, and
custons duty. It does not include sales tax paid to
anot her state.

"Place of delivery" means the state or place where
the purchaser or its agent accepts a delivery of
t angi bl e personal property.

"Price" neans the total anount for which tangible
personal property is purchased, valued in noney,
whet her paid in noney or otherw se, and wheresoever
pai d, provided that cash discounts, trade and quantity
di scounts all owed and taken on sales shall not be

included. [eff MAY 26, 1998 1 (Auth: HRS

§§231-3(9), 238-16) (Inp: HRS §238-1)
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18-238-2 Imposition of tax, exemptions. (a)
Wol esal er, jobber, manufacturer. Section 238-2(1),
HRS, provides that if the inporter or purchaser is
I i censed under the general excise tax |aw, chapter 237,
HRS, and is (1) a whol esaler or jobber, inporting or
pur chasi ng tangi bl e personal property exclusively for
t he purposes of resale at wholesale or (2) a
manuf acturer inporting or purchasing material to be
i ncorporated by the manufacturer into a finished
product, which, when sold, will result in a further tax
on the activity of the manufacturer as a manufacturer
or as a wholesaler, and not as a retailer, there shal
be no tax. |If the inporter or purchaser as set forth
in (1) or (2) above is also engaged in business as a
retailer, subsection (b) shall apply to the inporter or
purchaser, but the director shall refund to the
i nporter or purchaser in the manner provided under
section 231-23(d), HRS, such anmount of tax as the
i nporter or purchaser shall, to the satisfaction of the
director, establish to have been paid by the inporter
or purchaser on such inports or purchases which were
sold by the inporter or purchaser as a whol esal er or as
a manufacturer. See subsection (h) for deduction and
credit procedures, other than refund nmethod provided in
section 231-23(d), HRS, which a whol esal er or
manuf acturer who is also a retailer is permtted to use
in determning tax liability under chapter 238, HRS.

(b) Retailer or any other person not exenpted by
subsection (a). Section 238-2(2), HRS, provides that
if the inporter or purchaser is licensed under the
general excise tax law, chapter 237, HRS, and is (1) a
retailer or other person inporting or purchasing for
pur poses of resale and not exenpted by subsection (a),
or (2) a manufacturer as set forth in subsection (a)(2)
except for the fact that the manufacturer sells his
products at retail, or (3) a contractor incorporating
i nported or purchased material or commobdities into the
finished work or project, the tax shall be one-half of
one per cent of the purchase price of such tangible
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personal property, if the purchase and sale are

consummated in Hawaii, or, if there is no purchase
price applicable thereto, or if the purchase or sale is
consunmat ed out si de of Hawaii, then one-half of one per
cent of the | anded val ue of such property inported into
Hawaii. For taxes on sal es of tangi ble personal

property by an out-of-state seller, including drop
shi pnments and definitions, see 818-237-13-02.01. See
subsection (g) for rules relating to basis of property.

(c) Certain scientific contracts with the United
States. Notw thstanding the provisions of subsection
(b) of this rule, the tax inposed by chapter 238, HRS,
shall not apply to any use of property exenpted by
section 237-26, HRS. Thus, no use tax shall be levied
or collected on tangi bl e personal property which is to
be affixed to, or to becone a physical, integral part
of the scientific facility, or which is to be entirely
consuned during the performance of the service required
by the contract or subcontract.

(d) Al others. HRS section 238-2(3) provides
that in all other cases, the tax shall be four per cent
of the | anded val ue of such tangi bl e personal property.
For taxes on sales of tangible personal property by an
out-of -state seller, including drop shipnments and
definitions, see 818-237-13-02.01. See subsection (Q)
for rules relating to basis of property.

(e) Producers. See 818-238-4 relating to
producers.

(f) Application of the rules contained in
subsections (a), (b), (c), (d) and (e) of this section
may be illustrated by the foll ow ng exanpl es.

Example 1: "A" purchases and inports a
cont ai ner | oad of nerchandi se froman out-of-state
seller for resale in Hiwaii to "X', a retai
di scount store. "A' s" records further disclose
that other inports and purchases made by "A" are
sold to various other retail stores. Thus,
because all sales are at the whol esale | evel, al
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such inports and purchases froman out-of-state
seller are exenpt fromthe use tax.

Example 2: "B", who is in the business of
manuf acturing food itens, inports food
preservatives and food containers. The
preservatives are to be incorporated into the
manuf act ured product while the containers are used
to make the finished product marketable. "B" has
an agreenent to sell all of his manufactured
products exclusively to "S", a large retai
supermarket with many branches. Because all sales
are at the wholesale level, "B" is exenpt fromthe
use tax. "B", however, will be taxed on the
activity of a manufacturer as provided under the
general excise tax |aw.

Example 3: "C' is engaged in a scientific
contract with the United States. To conplete this
construction project, certain scientific equipnent
and supplies which are to becone an integral part
of the project are inported because they are not
available in Hawaii. On the basis of the fact
that the inported properties are to becone an
integral part of the project, no use tax shall be
| evied or collected on the equi pment and supplies
inported by "C'

Example 4: Assune the sane facts in Exanple
3 except that "C' is engaged in an operation and
mai nt enance scientific contract with the United
States and inports supplies which are to be
entirely consuned during the performance of the
service contract. On the basis of the fact that
the inported supplies are to be entirely consuned
in the performance of the contract, no use tax
shal|l be levied or collected on the supplies
inported by "C'
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Example 5: If "A" and "B" in Exanples 1 and
2 were al so engaged in selling their merchandi se
and products at the retail level, use tax at the
rate of one-half of one per cent would apply on
the inports and purchases (for resale at retail)
pl us four per cent general excise tax on their
subsequent sale at the retail |evel

If "C'" in Exanple 3 is involved in other
construction projects which do not neet the
provi sions of section 237-26, HRS, "C' would be
subject to the use tax at the rate of one-half of
one per cent on the | anded value of the tangible
personal property inported and i ncorporated into
such nonscientific projects.

If "C'" in Exanple 4 is involved in other
operati on and mai ntenance contracts which do not
nmeet the provisions of section 237-26, HRS, "C'
woul d be subject to the use tax at the rate of
four per cent on the | anded value of the supplies
inported for use in such nonscientific contracts.

Example 6: Service business. Atire
recapper, “D’, who recaps tires belonging to other
persons is subject to the use tax at the rate of
four per cent in respect of tangible personal
property (that is consuned in performance of a
service) which: (1) “D inports and incorporates
into such tires; or (2) is transferred to “D by
anot her person who is not taxabl e under the
general excise tax law in respect of such transfer
and which is incorporated into such tires.

Example 7: Manufacturer. A tire recapper,
“E”, who recaps tires for “E's” own stock for
resale is not subject to the use tax in respect of
tangi bl e personal property which: (1) “E’ inports
or acquires and incorporates into such tires; or
(2) is transferred to “E” by another person who is
not taxabl e under the general excise tax law in
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respect of such transfer and which is incorporated
into such tires.

(9)
(1)

(2)

Basis of Property.

Purchase price or |anded value. Except as

provi ded in paragraph (2), for purposes of

section 238-2, HRS, and these rules, the
basis of property shall be the purchase price
of the tangi ble personal property if the

purchase and sale are consumated i n Hawai i

or |l anded val ue of the tangi bl e personal

property if the purchase and sale are

consunmat ed outside of Hawaii or if there is
no purchase price applicable thereto.

Deduction for trade-in; depreciation, etc.

The time of accrual of the tax in the case of

an autonobile inported into the State for use

shall be at the time the autonobile cones to
rest in the State and ceases its character as
an article in interstate coomerce. The

| anded val ue for purposes of the use tax

basis shall be the |landed cost in the State.

Such | anded cost shall consist of invoice

price plus freight, insurance, custom duty,

and any other charges incident to | anding the

motor vehicle in the State, less: (1)

trade-in allowance for old car; (2) any

charges for |icense plates outside Hawaii ;
and (3) a depreciation allowance of ten per
cent for normal use outside Hawaii, but this
rate may be adjusted dependi ng upon the

m | eage and condition of the car. The |anded

val ue of the notor vehicle shall not include

any retail sales tax paid to another state or
| ocal governnent.

(A) Wen the notor vehicle has been used
prior to bringing it into the State, the
| anded val ue for purposes of the use tax
basis may be reduced by applying a
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(B)

(O

depreci ation all owance for normal use of
the notor vehicle outside of the State.
The depreciation all owed depends on the
m | eage and condition of the notor
vehicle. No depreciation is allowed for
a notor vehicle brought into the State
within 90 days of its date of purchase.
The 90 day period shall not include any
shipping tinme or any tinme during which a
nmot or vehicle was placed in storage
prior to its inport into the State.

For purposes of depreciation, the

cal cul ation of the | anded val ue of a

not or vehicle used prior to its
inportation into the State al so may

i nclude the cost of any repairs or

repl acenent parts added to the notor
vehicle to maintain or increase its

val ue during the taxpayer’s use of the
not or vehicle prior to shipping the
nmotor vehicle into the State. The
departnent of taxation may require an
expl anation and supporting information
for any depreciation reduction of the

| anded val ue of a notor vehicle.
Taxpayers who believe a depreciation

al l omance is warranted may use the
depreci ati on schedule printed on the
back of the Use Tax Return (Form G 26).
Section 238-3(h), HRS, allows a credit
agai nst the Hawaii use tax for the

conbi ned anount of sales or use taxes

i nposed by and paid to another state (or
any subdi vi sion thereof) on tangible
personal property before it is inported
into the State. Accordingly, a taxpayer
may receive a credit up to the anmount of
Hawaii use tax due (4 percent of the

| anded val ue of the notor vehicle) for
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any sales or use taxes paid by the

t axpayer to another state upon the
purchase or use of the notor vehicle.
The calculation of the credit shall not
i ncl ude any ot her taxes paid to other
states, such as taxes on manufacturing,
Iicense fees, or transfer taxes. The
anount of credit also shall not exceed
t he anobunt of use tax inposed by the
State of Hawaii on such tangible
personal property. To substantiate the
claimfor the credit allowance, the
departnent of taxation may require
copi es of receipts or vouchers

i ndi cating the paynent of the sales or
use taxes to another state.

(3) Tenporary use. Tenporary use of property
shal |l not include any property | ocated in or
in use within the State for a period
exceedi ng 365 days.

(4) Labor charges. Labor charges for the repair
or reconditioning of tangible personal
property shall be included in the purchase
price or |anded value of the tangible
personal property for purposes of determ ning
t he use tax basis.

(5) Although the sales transaction nmay be based
outside of Hawaii, which is nerely a nethod
or neans of determning who is to pay the
freight fromthat particular point, primry
consi deration should be given to the place of
delivery of the tangi ble personal property.
Whet her the general excise tax or the use tax
woul d be applicabl e depends upon where the
pl ace of delivery of the tangible personal
property is | ocated and whether the seller
has nexus.

(6) Application of the rules contained in
paragraphs (1) and (5) may be illustrated by
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the foll om ng exanpl es:

Example 1: A contract is executed in
Hawaii by a |ocal consuner and a deal er doing
business in Hawaii with the place of delivery
in San Francisco and the purchaser arrangi ng
for the shipnent of the nmerchandise into
Hawaii directly with a comon carrier. The
use tax of four per cent is applicable.
Because the sale is consummat ed outsi de of
Hawai i, the tax shall be based on the |anded
val ue of the nerchandi se; such val ue shal
i nclude the freight, insurance and handling
charges and the seller is required to collect
such taxes as provided by section 238-6, HRS,
and 818-238-6.

Example 2: A local whol esal er purchases
machi nery through a deal er doing business in
Hawaii. Al though the transaction is F. QO B.
San Francisco (the purchaser ultimtely
paying the freight), the actual place of
delivery of the nmerchandise is in Honol ul u.
Because the dealer is doing business in
Hawaii and the sale is consummated in Hawaii,
the use tax is not applicable. However, the
general excise tax is applicable to the
deal er and the gross receipts of the dealer
shoul d include the freight, insurance and
handl i ng char ges.

Deduction and Credit Procedures.

Ceneral Rul e.

(A) Section 238-2(1), HRS, provides that if
a |licensed whol esal er, jobber or
manuf acturer is al so engaged in business
as a retailer, a use tax of one-half of
one per cent shall apply on all inports
and purchases, but the director shall
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refund to the taxpayer in the manner
provided in section 231-23(d), HRS, such
anount of tax as the taxpayer shall to
the satisfaction of the director,
establish to have been paid by the

t axpayer on such inports and purchases
sold by the taxpayer as a whol esal er or
manuf act ur er.

(B) Section 238-4, HRS, provides that if a
i censed producer who is an inporter or
purchaser of certain property, as
specified in 818-238-4(b), is also
engaged in business as a retailer, or in
any manner other than as a whol esaler, a
use tax of one-half of one per cent
shall apply, the sane as in the case of
a purchaser who is a licensed retailer.

(© Inlieu of the refund nethod provided in
section 231-23(d), HRS, a taxpayer
described in this paragraph (1) may
el ect to conpute the tax liability for
pur poses of this chapter under one of
t he net hods described in paragraph (2).

Perm ssi bl e nethods. The taxpayer may

receive a deduction or credit, as the case

may be, for inports and purchases from
unlicensed sellers that were sold by the

t axpayer as a whol esal er, jobber,

manuf act urer or producer if the taxpayer

conputes the taxpayer’s liability under any

of the follow ng nethods:

(A) Method A (Direct Cost Method).

Determ ne the total anobunt of inports
and purchases fromunlicensed sellers
for the nonth. Ascertain fromyour
records, category by category, the

| anded cost of the whol esal e and

manuf acturing sales included in inports
and purchases fromunlicensed sellers
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A Wbk

(B)

for the nonth. Deduct this anount from
the total inports and purchases from
unlicensed sellers for the nonth and
conpute and pay the use tax on the
remai ni ng bal ance. Total anount and
deductions nmust be reflected on nonthly
tax returns.

Exanple - A car dealer

Total retail sales for the nonth $75, 000
Total whol esale sales for the nonth $15, 000
Total inports and purchases from

unlicensed sellers for the nonth $50, 000
Conmput e cost of autonobiles and

accessories sold at whol esal e

during the nonth which has been

included initem3, itemby item

or category by category

Cost
Model "X" sedans $4, 000
Model "Y" delivery trucks 6, 000
Model "Z" station wagons 2,000
Accessori es 1,000
Total cost of whol esal e sal es
to be excluded fromthe use
tax basis $13, 000
Bal ance subject to the use tax $37, 000

Met hod B (Percentage of whol esal e sal es
to total sales nethod). Determ ne the
total amount of inports and purchases
fromunlicensed sellers for the nonth
Ascertain the percentage of whol esal e
sales to total sales for the nonth.
Apply the percentage so determned to
the total anount of inports and
purchases fromunlicensed sellers for
the nonth. This anmount woul d be the
anmount excluded fromthe use tax base.

Exanpl e:
Total retail sales for the nonth $85, 000
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Tot al whol esal e sales for this nonth $15, 000
Total inports and purchases from

unl i censed sellers for the nonth $50, 000
Percent age of whol esale sales to
total sales ($15,000 = $100, 000) 15%

Total purchases to be excluded
fromthe use tax base ($50, 000

x fifteen per cent) $ 7.500
| mports and purchases subject
to the use tax for the nonth

($50, 000 - $7, 500) $42. 500

It will be permssible for a taxpayer to
use the cost of sales to arrive at the
percentage ratio for the exclusion of

i nports or purchases fromunlicensed
sellers for whol esale sales to conpute
the use tax base, if the taxpayer has
accurate records to support these costs
of sales figures. A schedule of these
conput ati ons nust be attached to the
mont hly tax returns.

Met hod C (Gross profit percentage

met hod). Determne the total anmount of
i nports and purchases from unlicensed
sellers for the nonth. Ascertain by
gross profit percentage nethod the cost
of whol esale sales included in inports
and purchases fromunlicensed sellers
for the nonth. Deduct this anount from
the total anount of inports and
purchases fromunlicensed sellers for
the nonth and conmpute the use tax on the
remai ni ng bal ance.

Exanpl e:

Total inports and purchases from

unl i censed sellers for the nonth $50, 000
Tot al whol esal e sal es for

t he nont h $10, 000

The average gross profit



§ 18-238-2

(3)

percent age as determ ned

by taxpayer's records 40%

G oss profit on whol esale sales $ 4,000
3. Cost of whol esal e sales for the

nonth ($ 10, 000 - $4, 000) 6, 000
4. Bal ance subject to use tax for

t he nont h $44,. 000

Met hod C may be utilized only if

t axpayer has good records and accounti ng
data to conpute proper gross profit

per cent age.

(D) Method D (O her nethods). The taxpayer
may utilize any other nethod that wll
reflect the taxpayer's correct tax
liability, provided such nethod is
submtted to and approved by the
di rector.

Special rules for paragraph (2). The

t axpayer mnmust select and use the nethod that

will clearly reflect the taxpayer’s correct

tax liability. Watever nmethod is used nust
be used consistently. Perm ssion to change
met hod nust have the consent of the director.

However, the director may change the nethod

used by the taxpayer anytinme the director

finds that the nmethod used by the taxpayer
does not reflect the taxpayer's correct tax

liability. [Eff 2/16/82: am MAY 26, 1998

(Auth: HRS §8231-3(9), 238-16) (Inp: HRS
§§238-2, 238-4)



DEPARTMENT OF TAXATI ON

Amendnents to chapter 18-237 and sections 18-238-1
and 18-238-2, Hawaii Adm nistrative Rules, on the
Summary page dated April 20, 1998, were adopted on
April 20, 1998, following a public hearing held on
March 23, 1998, after public notice was given in the
Honol ul u Advertiser, the Honolulu Star-Bulletin, the
Hawai i Tri bune-Herald, the Maui News, and the Garden
| sl and News, on February 23, 1998.

These anmendnents shall take effect ten days after
filing wth the Ofice of the Lieutenant Governor.
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