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TAX INFORMATION RELEASE NO. 89-13

RE: Application for Exenption from the Paynent of General Excise Taxes for
Nonprofit Organi zations

This Tax Information Release is intended to set forth the
Departnent’s position concerning the effective date of applications for
exenption from the paynent of general excise taxes for nonprofit
organi zati ons under section 237-23, Hawaii Revised Statutes (HRS), and to
summari ze Act 6, Session Laws of Hawaii (SLH) 1989, relating to the
one-tine registration fee for nonprofit organizations.

Section 237-23(c), HRS, provides that nonprofit organizations
must file Form G 6, Application for Exenption from the Paynent of General
Exci se Taxes, on or before March 31 of the first year of registration or
within 3 nonths after the commencenent of business. A nonprofit
organi zation wll not be treated as tax exenpt for any period before it
files Form G6, unless it files the formwthin this required period. If
the application is filed within this required period, upon the approval of
Form G 6, the organization’s exenption will be effective retroactively to
t he beginning of the organization s cal endar year or the organization's
commencenent date, whichever is applicable. If the application is not
filed within this required period, the exenption upon approval, wll be
effective as of the date Form G 6 was filed. In such cases, a request for
the exenption to be effective retroactively may be submtted with the
filing of Form G6, and wll be reviewed by the Departnent.

If the nonprofit organization has received an Internal Revenue
Service (IRS) determnation letter granting federal incone tax exenption, a
copy of the letter nust be submtted along with the filing of Form G6. On
the other hand, the Department will accept Form G 6 and approve the
application for exenption on a conditional basis if the IRS has not yet
issued the determnation letter. Upon receipt of the IRS determnation
letter, a copy nust be submtted to the Departnment, and the Departnent will
thereafter change the conditional exenption to an exenption. A conditional

exenption shall be revoked if the IRS does not nake a favorable
det erm nati on.

The approval for exenption from the paynment of general excise tax
does not apply to the gross incone derived from any activity the primry
pur pose of which is to produce inconme even though such income is to be used
for or in furtherance of the exenpt purposes or activities of the
or gani zati on. Consequent |y, gross incone received fromthe conduct of any
fund-raising activity is subject to the general excise tax.

Act 6, SLH 1989, approved on April 11, 1989, elimnated the
annual nonprofit organization registration fee of $1, and enacted a
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one-time registration fee of $20 for all current registrants and new
applicants. This one-tine registration fee takes effect on January 1,

1990. Form G 10, Registration of Persons Ganted Exenption from the
Paynment of GCeneral Excise Taxes under section 237-23, HRS, will be nuiled
to all currently registered nonprofit organizations. The $20 registration
fee nmust be submtted along with Form G 10 to the Departnment of Taxation on
or before January 31, 1990. If the nonprofit organization already has paid
the one-tine $20 general excise license fee, it does not have to pay the
one-time $20 nonprofit registration fee; however, the organization nust
still conplete Form G 10 and send it to the Departnent on or before January

31, 1990.
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