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Act 177, SLH 1997, relates to remittance of taxes by means of Electronic Funds Transfer (EFT). This
Act requires the Department to submit an annual report on the number of taxpayers who were assessed
the two percent penalty for failing to timely file by an approved EFT method, pursuant to section 2319.9(c), Hawaii Revised Statutes (HRS). The report must also show the amount of each assessment and
the total amount collected.
The remittance of taxes by means of EFT applies to (1) taxpayers with tax liabilities exceeding
$100,000 who are required by the Department to remit taxes by means of EFT, noting that the
threshold mandating EFT payments for withholding taxes have been reduced to tax liabilities of over
$40,000; and (2) taxpayers who (with the approval of the Department) elect to remit taxes by means of
EFT (i.e., their tax liability does not exceed $100,000).
Section 231-9.9(c), HRS, imposes a two percent penalty on the amount of taxes owed if a taxpayer
fails to remit taxes using an approved EFT method on or before the date the taxes are due unless the
failure to remit the taxes using an approved EFT method is due to reasonable cause and not to neglect.
Act 44, SLH 2001, removed a disincentive to taxpayer participation in the EFT program by repealing
the two percent penalty provision for a taxpayer who elects to participate in the EFT program.
However the two percent penalty may still apply to a taxpayer required to file by means of EFT (i.e., a
taxpayer with tax liabilities exceeding $100,000). Act 44 became effective on April 26, 2001.
The amount of the EFT penalties imposed for 2005 for taxpayers who remit more than $100,000 a year
in general excise, transient accommodations, rental and tour vehicle, and withholding taxes:
EFT Penalties and Interest Assessed
For the 2005 Calendar Year
For the period of 01/01/2005 – 11/30/2005
Total Penalty Assessed
General Excise
1,749,214.91
Transient Accommodations
101,802.14
Withholding
368,926.66
Rental and Tour Vehicle
2,315.40
Total
2,222,259.11

Total Penalty Collected
651,044.97
43,173.25
113,685.73
1,114.20
809,018.15

Number Assessed
4,603
154
1,345
8
6,110

In prior years, the Department's Collections Division has manually captured the EFT penalty
data. The Department's new computer system, ITPS, allows for automated assessment of the penalties
associated with EFT. This allows Collections to focus their resources on collecting the assessed EFT
penalties and interest.

