
THE SENATE 
TWENTY-FOURTH LEGISLATURE, 2007 
STATE OF HAWAII 

JAN 1 9 "iaF11 
S.B. NO. 7q8 

A BILL FOR AN ACT 

RELATING TO DISASTER RELIEF. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. (a] There shall be allowed to each taxpayer 

who is not claimed or is not otherwise eligible to be claimed as 

a dependent by another taxpayer for federal or Hawaii state 

individual income tax purposes, who files a net income tax 

return for a taxable year, a one-time nonrefundable earthquake 

victim tax credit, except as otherwise provided in this Act. 

The tax credit shall be deductible from the taxpayer's net 

income tax liability imposed by chapter 235. 

(b) The amount of the tax credit shall be equal. to the 

amount expended by the taxpayer for costs directly related to 

the damage directly caused by the earthquakes occurring on the 

dates specified in subsection (c) to the taxpayer's real or 

personal property; provided that: 

(11 The expenses or costs are not reimbursable by 

insurance proceeds or disaster relief payments from 

government agencies or non-profit organizations; 

( 2 )  The tax credit shall not exceed $30,000 per individual 

taxpayer; 
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( 3 )  The t a x  c r e d i t  s h a l l  no t  exceed $250,000 p e r  t r u s t ,  

e s t a t e ,  p a r t n e r s h i p ,  a s s o c i a t i o n ,  company, o r  

c o r p o r a t i o n ;  

(4) No re fund  a s  provided i n  s u b s e c t i o n  ( £ 1  o r  payment on 

account  of  t h e  t a x  c r e d i t  a l lowed by t h i s  A c t  s h a l l  be 

made f o r  amounts l e s s  t han  $I .  

( c )  The t a x  c r e d i t  s h a l l  app ly  t o  a t axpaye r  who s u f f e r e d  

damage t o  t h e  t a x p a y e r ' s  r e a l  o r  p e r s o n a l  p r o p e r t y  t h a t  i s  

s i t u a t e d  i n  t h e  S t a t e ,  having occur red  on October 15, 2006. 

( d )  To q u a l i f y  f o r  t h e  income t a x  c r e d i t ,  t h e  t axpayer  

s h a l l  c e r t i f y  t o  t h e  department o f  t a x a t i o n  t h a t  t h e  t axpayer  i s  

i n  compliance wi th  a l l  a p p l i c a b l e  f e d e r a l ,  s t a t e ,  and county  

s t a t u t e s ,  r u l e s ,  and r e g u l a t i o n s .  

(e)  To q u a l i f y  f o r  t h e  income t a x  c r e d i t ,  t h e  t axpaye r  

s h a l l  s i g n  a s t a t emen t  and prov ide  i n fo rma t ion  determined by t h e  

department of  t a x a t i o n  a s  neces sa ry  t o  c l a i m  t h e  c r e d i t  under 

p e n a l t i e s  of p e r j u r y .  

( f )  I f  t h e  t a x  c r e d i t  under t h i s  s e c t i o n  exceeds  t h e  

t a x p a y e r ' s  n e t  income t a x  l i a b i l i t y ,  any e x c e s s  of t h e  t a x  

c r e d i t  may be  used a s  a c r e d i t  a g a i n s t  t h e  t a x p a y e r ' s  income t a x  

l i a b i l i t y  f o r  t h e  t a x a b l e  y e a r  t h e  c r e d i t  i s  claimed; provided 

t h a t  t a x  c r e d i t s  p r o p e r l y  c la imed by a  t axpaye r  s h a l l  be 
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re funded  t o  t h e  t axpaye r  a f t e r  be ing  c r e d i t e d  a g a i n s t  t h e  

t a x p a y e r ' s  income t a x  l i a b i l i t y  f o r  t h e  t a x a b l e  yea r ,  i f  t h e  

t axpaye r  q u a l i f i e s  under one of t h e  fo l l owing  tests:  

(11 A l l  of t h e  t a x p a y e r ' s  income i s  exempt from t a x a t i o n  

under  s e c t i o n  235-7 ( a )  (21 o r  s e c t i o n  235-7 ( a )  ( 3 ) ;  or 

( 2 )  The t a x p a y e r ' s  a d j u s t e d  g r o s s  income i s  $20,000 o r  

l e s s .  

( g )  I n  t h e  c a s e  of a p a r t n e r s h i p ,  S co rpo ra t i on ,  e s t a t e ,  

t r u s t ,  o r  a s s o c i a t i o n  of apar tment  owners, t h e  t a x  c r e d i t  

a l l o w a b l e  i s  for  expenses  i n c u r r e d  and p a i d  f o r  by t h e  e n t i t y  

f o r  t h e  t a x a b l e  y e a r .  The c o s t  upon which t h e  t a x  c r e d i t  i s  

computed s h a l l  be determined a t  t h e  e n t i t y  l e v e l .  

( h )  I f  a  deduc t ion  is t aken  under s e c t i o n  179  ( w i t h  

r e s p e c t  t o  e l e c t i o n  t o  expense c e r t a i n  d e p r e c i a b l e  b u s i n e s s  

a s s e t s )  of t h e  I n t e r n a l  Revenue Code o f  1986,  a s  amended, no t a x  

c r e d i t  s h a l l  be  a l lowed f o r  t h a t  p o r t i o n  of t h e  expenses  fo r  

which t h e  deduc t ion  i s  t aken .  

The b a s i s  o f  p r o p e r t y  s h a l l  no t  be i n c r e a s e d  by any amount 

f o r  which t h e  c r e d i t  i s  a l l o w a b l e  and c la imed.  I n  t h e  

a l t e r n a t i v e ,  t h e  t axpaye r  s h a l l  t r e a t  t h e  amount o f  t h e  c r e d i t  

a l l o w a b l e  and c la imed a s  a  t a x a b l e  income i t em f o r  t h e  t a x a b l e  
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year in which it is properly recognized under the method of 

accounting used to compute taxable income. 

[i) No taxpayer who claims the tax credit under this 

section shall claim any other credit or deduction for the same 

losses or other expenses or costs. 

( j )  Every claim, including amended claims, for the tax 

credit under this section shall be filed on or before 

December 31, 2008. Failure to meet the filing requirements of 

this subsection shall constitute a waiver of the right to claim 

the tax credit. 

( k )  If at any time after claiming the tax credit, the 

taxpayer no longer qualifies for the credit because of 

subsequent recovery for expenses utilized to calculate the 

credit, the credits claimed shall be recaptured. The recapture 

shall be equal to one hundred per cent of the tax credits that 

were subsequently ineligible as a result of later recovery. The 

amount of the recaptured tax credits shall be added to the 

taxpayer's tax liability for the taxable year in which the 

recapture occurs. 

(XI In the case of fraud, making of a false statement, or 

willful disregard for the facts, associated with making a return 

or otherwise claiming the tax credit, there shall be added to 
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t h e  amount wrongfu l ly  claimed on a  r e t u r n  a  p e n a l t y  of f i f t y  p e r  

c e n t  of  t h e  amount of such c r e d i t  c la imed.  

(m) The d i r e c t o r  o f  t a x a t i o n  s h a l l  p r epa re  any forms as 

may be neces sa ry  t o  c l a i m  a  t a x  c r e d i t  under t h i s  s e c t i o n ,  may 

r e q u i r e  proof  of  t h e  c l a im  f o r  t h e  t a x  c r e d i t ,  and may adopt  

r u l e s  wi thou t  r ega rd  t o  c h a p t e r  91 t o  e f f e c t u a t e  t h e  purposes  of 

t h i s  s e c t i o n .  

SECTION 2. Thi s  A c t  s h a l l  t a k e  e f f e c t  upon i t s  approva l  

and s h a l l  app ly  t o  t h e  t a x a b l e  year beginning a f t e r  December 31, 

2005, and b e f o r e  January  1, 2007. 

% 

INTRODUCED BY: 
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Report Title : 
Disas ter  Re l ie f ;  Tax Credit  f o r  Earthquake Victims 

Description : 
Creates  a one-time t ax  c r e d i t  f o r  victims o f  the  October 15, 
2006, earthquakes. 
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