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HOUSE OF REPRESENTATIVES \‘ 2
TWENTY-FIFTH LEGISLATURE, 2009 H ] B ] N O ]

STATE OF HAWAII

A BILL FOR AN ACT

RELATING TO TAXATION.

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

SECTION 1. The purpose of this Act is to address the
income tax. More specifically, this Act:

(1) Reduces the income tax rates for taxpayers in the

lower income brackets; and

(2) Repeals various credits and deductions.

SECTION 2. Section 201H-15, Hawaii Revised Statutes, 1is
amended to read as follows:

"[£] §201H-15([}] Administration of low-income housing
credit allowed under section 235-110.8. (a) The corporation is
designated as a state housing credit agency to carry out section
42 (h) (with respect to limitation on aggregate credit allowable
with respect to a project located in a state) of the Internal
Revenue Code of 1986, as amended. As a state housing credit
agency, the corporation shall determine the eligibility basis
for a qualified low-income building, make the allocation of
housing credit dollar amounts within the State, and determine
the portion of the State's housing credit ceiling set aside for

projects involving qualified nonprofit organizations. The
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corporation shall file any certifications and annual reports
required by section 42 (with respect to low-income housing
credit) of the Internal Revenue Code of 1986, as amended.

(b) The state aggregate housing credit dollar amount shall
be allocated annually as required by section 42 of the Internal
Revenue Code of 1986, as amended, by the corporation in an
amount equal to $1.25 multiplied by the state population in the
calendar year or such greater or lesser amount as provided by
section 42 (h) of the Internal Revenue Code of 1986, as amended.

(c) The corporation shall adopt rules under chapter 91
necessary to comply with federal and state requirements for
determining the amount of the tax credit allowed under section
42 of the Internal Revenue Code of 1986, as amended[+—and
seetion—235~110-8]. The corporation may establish and collect
reasonable fees for administrative expenses incurred in
providing the services required by this section, including fees
for processing developer applications for the credit. All fees
collected for administering these provisions, including
developer application fees, shall be used to cover the

administrative expenses of the corporation.
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SECTION 3. Section 209E-10, Hawaii Revised Statutes, is
amended by amending subsection (a) to read as follows:

"(a) The department shall certify aﬂnually to the
department of taxation the applicability of the tax credit
provided in this chapter for a qualified business against any

taxes due the State. A qualified business shall be entitled to

the tax credit only if it operated as a "qualified business" in

an enterprise zone before July 1, 2009. Except for the general

exclse tax, the credit shall be eighty per cent of the tax due
for the first tax year, seventy per cent of the tax due for the
second tax year, sixty per cent of the tax due for the third
year, fifty per cent of the tax due the fourth year, forty per
cent of the tax due the fifth year, thirty per cent of the tax
due the sixth year, and twenty per cent of the tax due the
seventh year. Any tax credit not usable shall not be applied to
future tax years."

SECTION 4. Section 235-2.3, Hawaii Revised Statutes, is
amended by amending subsection (b) to read as follows:

HB LRB 09-0879.doc s
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"{b) The following Internal Revenue Code subchapters,
parts of subchapters, sections, subsections, and parts of
subsections shall not be operative for the purposes of this

chapter, unless otherwise provided:

10
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(1) Subchapter A (sections 1 to 59A) (with respect to

determination of tax liability), except section

1(h) (2) (relating to net capital gain reduced by the
amount taken into account as investment income) [+] and
except sections 2(a), 2(b), and 2(c) (with respect to

the definition of "surviving spouse" and "head of

household") [—execept——section—4t—{with respeect—+to—the
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Section 78 (with respect to dividends received from
certain foreign corporations by domestic corporations

choosing foreign tax credit);
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Section 86 (with respect to social security and tier 1
railroad retirement benefits);

Section 103 (with respect to interest on state and
local bonds). For treatment, see section 235-7(b);
Section 114 (with respect to extraterritorial income).
For treatment, any transaction as specified in the
transitional rule for 2005 and 2006 as specified in
the American Jobs Creation Act of 2004 section 101 (d)
and any transaction that has occurred pursuant to a
binding contract as specified in the American Jobs
Creation Act of 2004 section 101 (f) are inoperative;
Section 120 (with respect to amounts received under

qualified group legal services plans) [—Fer

tHeorn—235-TH{a -+ —te—113 ] ;
Section 122 (with respect to certain reduced uniformed
services retirement pay). For treatment, see section
235-7(a) (3):

Section 135 (with respect to income from United States
savings bonds used to pay higher education tuition and
fees). For treatment, see section 235-7(a) (1);

Subchapter B (sections 141 to 150) (with respect to

tax exemption requirements for state and local bonds);
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(17)

(18)

H.B. NO. |7¢3

Section 151 (with respect to allowance of deductions
for personal exemptions). For treatment, see section
235-54;

Section 179B (with respect to expensing of capital
costs incurred in complying with Environmental
Protection Agency sulphur regulations);

Section 181 (with respect to special rules for certain
film and television productions);

Section 196 (with respect to deduction for certain
unused investment credits);

Section 199 (with respect to the U.S. production
activities deduction);

Section 222 (with respect to qualified tuition and
related expenses);

Sections 241 to 247 (with respect to special
deductions for corporations). For treatment, see
section 235-7(c);

Section 280C (with respect to certain expenses for

which credits are allowable) [+—For—treatment,—sce

OO CTCTIOUTT

Section 291 (with respect to special rules relating to

corporate preference items);
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(22)

(26)

H.B. NO. ¢

Section 367 (with respect to foreign corporations);
Section 501 (c) (12), (15), (16) (with respect to exempt
organizations);

Section 515 (with respect to taxes of foreign
countries and possessions of the United States);
Subchapter G (sections 531 to 565) (with respect to
corporations used to avoid income tax on
shareholders) ;

Subchapter H (sections 581 to 597) (with respect to
banking institutions), except section 584 (with
respect to common trust funds). For treatment, see
chapter 241;

Section 642 (a) and (b) (with respect to special rules
for credits and deductions applicable to trusts). For
treatment, see sections 235-54(b) and 235-55;

Section 646 (with respect to tax treatment of electing
Alaska Native settlement trusts):;

Section 668 (with respect to interest charge on
accumulation distributions from foreign trusts);
Subchapter L (sections 801 to 848) (with respect to
insurance companies). For treatment, see sections

431:7-202 and 431:7-204;
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(30)

(33)

H.B. NO. {3

Section 853 (with respect to foreign tax credit
allowed to shareholders). For treatment, see section
235-55;

Subchapter N (sections 861 to 999) (with respect to
tax based on income from sources within or without the
United States), except sections 985 to 989 (with
respect to foreign currency transactions). For
treatment, see sections 235-4, 235-5, and 235-7(b),
and 235-55;

Section 1042 (g) (with respect to sales of stock in
agricultural refiners and processors to eligible farm
cooperatives);

Section 1055 (with respect to redeemable ground
rents) ;

Section 1057 (with respect to election to treat
transfer to foreign trust, etc., as taxable exchange);
Sections 1291 to 1298 (with respect to treatment of
passive foreign investment companies);

Subchapter Q (sections 1311 to 1351) (with respect to
readjustment of tax between years and special

limitations);
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(35) Subchapter R (sections 1352 to 1359) (with respect to
election to determine corporate tax on certain
international shipping activities using per ton rate);

(36) Subchapter U (sections 1391 to 1397F) (with respect to
designation and treatment of empowerment zones,
enterprise communities, and rural development
investment areas). For treatment, see chapter 209E;

(37) Subchapter W (sections 1400 to.14OOC) (with respect to
District of Columbia enterprise zone);

(38) Section 14000 (with respect to education tax
benefits);

(39) Section 1400P (with respect to housing tax benefits);

(40) Section 1400R (with respect to employment relief); and

(41) Section 1400T (with respect to special rules for
mortgage revenue bonds) ."

SECTION 5. Section 235-4.5, Hawaii Revised Statutes, 1is
amended to read as follows:

"§235-4.5 Taxation of trusts, beneficiaries; credit. (a)
There shall be excluded from gross income any intangible income,
such as dividends and interest, earned by a trust sited in this
State to the extent that, during the taxable year of the trust,
the beneficial interest in the trust shall be held by a

HB LRB 09-0879.doc P
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beneficiary or beneficiaries residing outside this State. This
exclusion shall not apply to income received from real property
held in a land trust formed under chapter 558.

(b) If a trust sited in this State owns one hundred per
cent of the stock of a foreign corporation which does not engage
in an active trade or business but acts solely as a holding
company receiving intangible income, such as dividends and
interest, the intangible income of the foreign corporation shall
be excluded from gross income for Hawaii income tax purposes but
only to the extent that the income of the trust beneficiaries is
excluded from taxation under subsection (a). As used in this
section, foreign corporation means a corporation not created or
organized in the United States or under the laws of the United
States, Hawaii, or any other state.

[ : g ] T o " . ;

o T ; L q ]
] ; , | hieh 4
T 51 1 ] ; ibles]"

SECTION 6. Section 235-7, Hawaii Revised Statutes, is

amended by (a) to read as follows:
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"§235-7 Other provisions as to gross income, adjusted

gross income, and taxable income. (a) There shall be excluded

from gross income, adjusted gross income, and taxable income:

(1)

Income not subject to taxation by the State under the
Constitution and laws of the United States;

Rights, benefits, and other income exempted from
taxation by section 88-91, having to do with the state
retirement system, and the rights, benefits, and other
income, comparable to the rights, benefits, and other
income exempted by section 88-91, under any other
public retirement system;

Any compensation received in the form of a pension for
past services;

Compensation paid to a patient affected with Hansen's
diséase employed by the State or the United States in
any hospital, settlement, or place for the treatment
of Hansen's disease;

Except as otherwise expressly provided, payments made
by the United States or this State, under an act of
Congress or a law of this State, which by express
provision or administrative regulation or

interpretation are exempt from both the normal and
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surtaxes of the United States, even though not so

exempted by the Internal Revenue Code itself;

Any income expressly exempted or excluded from the

measure of the tax imposed by this chapter by any

other law of the State, it being the intent of this
chapter not to repeal or supersede any express
exemption or exclusion;

Income received by each member of the reserve

components of the Army, Navy, Air Force, Marine Corps,

or Coast Guard of the United States of America, and
the Hawaii national guard as compensation for
performance of duty, equivalent to pay received for
forty~-eight drills (equivalent of twelve weekends) and
fifteen days of annual duty, at an:

(A) E-1 pay grade after eight years of service;
provided that this subparagraph shall apply to
taxable years beginning after December 31, 2004;

(B) E-2 pay grade after eight years of service;
provided that this subparagraph shall apply to

taxable years beginning after December 31, 2005;

HB LRB 09-0879.doc
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(C) E-3 pay grade after eight years of service;
provided that this subparagraph shall apply to
taxable years beginning after December 31, 2006;

(D) E-4 pay grade after eight years of service;
provided that this subparagraph shall apply to
taxable years beginning after December 31, 2007;
and

(E) E-5 pay grade after eight years of service;
provided that this subparagraph shall apply to
taxable years beginning after December 31, 2008;

Income derived from the operation of ships or aircraft

if the income is exempt under the Internal Revenue

Code pursuant to the provisions of an income tax

treaty or agreement entered into by and between the

United States and a foreign country; provided that the

tax laws of the local governments of that country

reciprocally exempt from the application of all of
their net income taxes, the income derived from the
operation of ships or aircraft that are documented or

registered under the laws of the United States; and
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(9) Amounts received in the form of a monthly

surcharge by a utility acting on behalf of an affected

utility under section 269-16.3 shall not be gross

income, adjusted gross income,

the acting utility under this chapter. Any amounts

or taxable income for

retained by the acting utility for collection or other

costs shall not be included in this exemption [+—ard

acgain wanld o sz o £
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- fromthe sale of a | fee s .
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adjusted

There shall be included in gross income,

(b)

16

unless excluded by this

(1)

and taxable income

gross income,

17

chapter relating to the uniformed services of the United States,

18

cost-of-1living allowances and other payments exempted by section

19

but section 119 of the

912 of the Internal Revenue Code,

20

unless

(2)

-
r

Internal Revenue Code nevertheless shall apply

21

(a) (6),

expressly exempted or excluded as provided by subsection

22
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interest on the obligations of a State or a political
subdivision thereof.

(c) The deductions of or based on dividends paid or
received, allowed to a corporation under chapter 1, subchapter
B, Part VIII of the Internal Revenue Code, shall not be allowed.
In lieu thereof there shall be allowed as a deduction the entire
amount of dividends received by any corporation upon the shares
of stock of a national banking association, qualifying
dividends, as defihed in section 243 (b) of the Internal Revenue
Code, received by members of an affiliated group, or dividends
received by a small business investment company operating under
the Small Business Investment Act of 1958 (Public Law 85-699)
upon shares of stock qualifying under paragraph (3), seventy per
cent of the amount received by any corporation as dividends:

(1) Upon the shares of stock of another corporation, if at
the date of payment of the dividend at least ninety-
five per cent of the other corporation's capital stock
is owned by one or more corporations doing business in
this State and if the other corporation is subjected
to an income tax in another jurisdiction (but -
subjection to federal tax does not constitute
subjection to income tax in another jurisdiction);

HB LRB 09-0879.doc .
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(2) Upon the shares of stock of a bank or insurance
company organized and doing business under the laws of
the State;

(3) Upon the shares of stock of another corporation, if at
least fifteen per cent of the latter corporation's
business, for the taxable year of the latter
corporation preceding the payment of the dividend, has
been attributed to this State.

However, except for national bank dividends, the deductions
under this subsection are not allowed when they would not have
been allowed under section 243 of the Internal Revenue Code, as
amended by Public Law 85-866, by reason of subsections (b) and
(c) of section 246 of the Internal Revenue Code. For the
purposes of this subsection fifteen per cent of a corporation's
business shall be deemed to have been attributed to this State
if fifteen per cent or more of the entire gross income of the
corporation as defined in this chapter (which for the purposes
of this subsection shall be computed without regard to source in
the State and shall include income not taxable by reason of the
fact that it is from property not owned in the State or from a
trade or business not carried on in the State in whole or in
part), under section 235-5 and the other provisions of this

HB LRB 09-0879.doc .
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chapter, shall have been attributed to the State and subjected
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to assessment of the taxable income therefrom (including the

determination of the resulting net loss, if any).

(d)

(1) For taxable years ending before January 1, 1967,
the net operating loss deductions allowed as
carrybacks and carryovers by the Internal Revenue Code
shall not be allowed. In lieu thereof the net
operating loss deduction shall consist of the excess
of the deductions allowed by this chapter over the
gross income, computed with the modifications
specified in paragraphs (1) to (4) of section 172(d)
of the Internal Revenue Code, and with the further
modification stated in paragraph (3) hereof; and shall
be allowed as a deduction in computing the taxable
income of the taxpayer for the succeeding taxable
year;

(A) With respect to net operating loss deductions
resulting from net operating losses for taxable
years ending after December 31, 1966, the net
operating loss deduction provisions of the
Internal Revenue Code shall apply; provided that

there shall be no net operating loss deduction

HB LRB 09-0879.doc .
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carried back to any taxable year ending prior to
January 1, 1967;

(B) In the case of a taxable year beginning in 1966
and ending in 1967, the entire amount of all net
operating loss deductions carried back to the
taxable year shall be limited to that portion of
taxable income for such taxable year which the
number of days in 1967 bears to the total days in
the taxable year ending in 1967; and

(C) The computation of any net operating loss
deduction for a taxable year covered by this
subsection shall require the further
modifications stated in paragraphs (3), (4), and
(5) of this subsection;

In computing the net operating loss deduction allowed

by this subsection, there shall be included in gross

income the amount of interest which is excluded from
gross income by subsection (a), decreased by the
amount of interest paid or accrued which is disallowed
as a deduction by subsection (e). In determining the
amount of the net operating loss deduction under this

subsection of any corporation, there shall be

LRB 09-0879.doc
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H.B. NO. N3

disregarded the net operating loss of such corporation
for any taxable year for which the corporation is an
electing small business corporation;

No net operating loss carryback or carryover shall be
allowed by this chapter if not allowed under section
172 of the Internal Revenue Code;

The election to relinquish the entire carryback period
with respect to a net operating loss allowed under
section 172 (b) (3) (C) of the Internal Revenue Code
shall be operative for the purposes of this chapter;
provided that no taxpayer shall make such an election
as to a net operating loss of a business where such
net operating loss occurred in the taxpayer's business
prior to the taxpayer entering business in this State;
and

The five-year carryback period for net operating
losses for any taxable year ending during 2001 and
2002 in section 172 (b) (1) (H) of the Internal Revenue
Code shall not be operative for purposes of this
chapter.

There shall be disallowed as a deduction the amount of

interest paid or accrued within the taxable year on indebtedness

HB LRB 09-0879.doc 5=
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incurred or continued, (1) to purchase or carry bonds the
interest upon which is excluded from gross income by subsection
(a); or (2) to purchase or carry property owned without the
State, or to carry on trade or business without the State, if
the taxpayer is a person taxable only upon income from sources
in the State.

(f) Losses of property as the result of tidal wave,
hurricane, earthquake, or volcanic eruption, or as a result of
flood waters overflowing the banks or walls of a river or
stream, or from any other natural disaster, to the extent of the
amount deductible, under this chapter, not compensated for by
insurance or otherwise, may be deducted in the taxable year in
which sustained, or at the option of the taxpayer may be
deducted in equal installments over a period of five years, the
first such year to be the calendar year or fiscal year of the

taxpayer in which such loss occurred.

[-te—Fr—computing—taxable—income—there shall-beallteowed—as
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SECTION 7. Section 235-9, Hawaii Revised Statutes, 1is
amended to read as follows:

"§235-9 Exemptions; generally. Except as provided in
sections 235-61 to 235-67 relating to withholding and collection
of tax at source, and section 235-2.4 relating to "unrelated
business taxable income", the following persons and
organizations shall not be taxable under this chapter: banks,
building and loan associations, financial services loan
companies, financial corporations, small business investment
companies, trust companies, mortgage loan companies, financial
holding companies, subsidiaries of financial holding companies

HB LRB 09-0879.doc "
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as defined in chapter 241, and development companies taxable
under chapter 241; and insurance companies, agricultural

cooperative associations, and fish marketing associations

exclusively taxable under other laws|[+—and-—persens—engaged—in

+=h hizoinaca oF t P2
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SECTION 8. Section 235-51, Hawaii Revised Statutes, is
amended by amending subsections (a), (b), and (c) to read as
follows:

"(a) There is hereby imposed on the taxable income of (1)
every taxpayer who files a joint return under section 235-93;
and (2) every surviving spouse a tax determined in accordance
with the following table:

In the case of any taxable year beginning after

December 31, 2001:

If the taxable income is: The tax shall be:

Not over $4,000 | 1.40% of taxable income

Over $4,000 but $56.00 plus 3.20% of
not over $8,000 excess over $4,000

Over $8,000 but $184.00 plus 5.50% of
not over $16,000 ' excess over $8,000

Over $16,000 but $624.00 plus 6.40% of

HB LRB 09-0879.doc 2
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not over $24,000
Over $24,000 but
not over $32,000
Over $32,000 but
not over $40,000
Over $40,000 but
not over $60,000
Over $60,000 but
not over $80,000

Over $80,000

In the case of any taxable

December 31, 2006:

If the taxable income is:

Not over $4,800
Over $4,800 but
not over $9,600
Over $9,600 but
not over $19,200
Over $19,200 but
not over $28,800
Over $28,800 but

HB LRB 09-0879.doc
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excess over $16,000
$1,136.00 plus 6.80% of
excess over $24,000
$1,680.00 plus 7.20% of
excess over $32,000
$2,256.00 plus 7.60% of
excess over $40,000
$3,776.00 plus 7.90% of
excess over $60,000
$5,356.00 plus 8.25% of

excess over $80,000.

year beginning after

The tax shall be:

1.40% of taxable income

$67.00 plus 3.20% of
excess over $4,800

$221.00 plus 5.50% of
excess over $9,600

$749.00 plus 6.40% of
excess over $19,200

$1,363.00 plus 6.80% of
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not over $38,400
Over $38,400 but
not over $48,000
Over $48,000 but
not over $72,000
Over $72,000 but
not over $96,000

Over $96,000

In the case of any taxable

H.B. NO. 1T{%

excess over $28,800
$2,016.00 plus 7.20% of
excess over $38,400
$2,707.00 plus 7.60% of
excess over $48,000
$4,531.00 plus 7.90% of
excess over $72,000
$6,427.00 plus 8.25% of

excess over $96,000.

year beginning after

December 31, 2009:

If the taxable income is:

The tax shall be:

Not over $4,800

Over $4,800 but

not over $9,600

Over $9,600 but

not over $19,200

% of taxable income

$67.00 plus 3 of

excess over $4,800

$ plus $ of

Over $19,200 but

not over $28,800

excess over $9,600

$ plus $ of

Over $28,800 but

not over $38,400

excess over $19,200

$ plus % of

Over $38,400 but

HB LRB 09-0879.doc
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excess over $28,800

$ plus % of
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not over $48,000

Over $48,000 but

not over $72,000

Over $72,000 but

not over $96,000

H.B. NO. I'T{¥3

excess over $38,400

$ plus $ of

excess over $48,000

S plus % of

Over $96,000

excess over $72,000

$6,427.00 plus 8.25% of

excess over $96,000.

(b) There is hereby imposed on the taxable income of every

head of a household a tax determined in accordance with the

following table:

In the case of any taxable year beginning after

December 31, 2001:

If the taxable income is:

Not over $3,000
Over $3,000 but
not over $6,000
Over $6,000 but
not over $12,000
Over $12,000 but
not over $18,000

Over $18,000

but not over $24,000

HB LRB 09-0879.doc
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The tax shall be:

1.40% of taxable income

$42.00 plus 3.20% of
excess over $3,000

$138.00 plus 5.50% of
excess over $6,000

$468.00 plus 6.40% of
excess over $12,000

$852.00 plus 6.80% of

excess over $18,000
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Over $24,000 but
not over $30,000

Over $30,000 but
not over $45,000

Over $45,000 but
not over $60,000

Over 560,000

H.B. NO. 1Y

$1,260.00 plus 7.20% of
excess over $24,000
$1,692.00 plus 7.60% of
excess over $30,000
$2,832.00 plus 7.90% of
excess over $45,000
$4,017.00 plus 8.25% of

excess over $60,000.

In the case of any taxable year beginning after

December 31, 2006:

If the taxable income is:

Not over $3,600
Over $3,600 but
not over $7,200
Over $7,200 but
not over $14,400
Over $14,400 but
not over $21,600
Over $21,600 but
not over $28,800
Over $28,800 but
not over $36,000

HB LRB 09-0879.doc
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The tax shall be:
1.40% of taxable income
$50.00 plus 3.20% of
excess over $3,600
$166.00 plus 5.50% of
excess over $7,200
$562.00 plus 6.40% of
excess over $14,400
$1,022.00 plus 6.80% of
excess over $21,600
$1,512.00 plus 7.20% of

excess over $28,800
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Over $36,000 but
not over $54,000

Over $54,000 but
not over $72,000

Over $72,000

H.B. NO. |73

$2,030.00 plus 7.60% of
excess over $36,000

$3,398.00 plus 7.90% of
excess over $54,000

$4,820.00 plus 8.25% of

excess over $72,000.

In the case of any taxable year beginning after

December 31, 2009:

If the taxable income is:

The tax shall be:

Not over $3,600

Over $3,600 but

not over $7,200

Over $7,200 but

not over $14,400

Over $14,400 but

not over $21,600

Over $21,600 but

not over $28,800

Over $28,800 but

not over $36,000

Over $36,000 but

not over $54,000
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% of taxable income

S plus $ of

excess over $3,600

S plus % of

excess over $7,200

$ plus $ of

excess over $14,400

$ plus $ of

excess over $21,600

$ plus % of

excess over $28,800

$ plus $ of

excess over $36,000
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Over $54,000 but S plus % of
not over $72,000 excess over $54,000
Over $72,000 but $ plus % of
not over $96,000 excess over $72,000
Over $96,000 S plus % of
excess over $96,000.
(c) There is hereby imposed on the taxable income of (1)

every unmarried individual (other than a surviving spouse, or

the head of a household) and

on the taxable income of every

married individual who does not make a single return jointly

with the individual's spouse under section 235-93 a tax

determined in accordance with the following table:

In the case of any taxable year beginning after

December 31, 2001:

If the taxable income is:

Not over $2,000
Over $2,000 but
not over $4,000
Over $4,000 but
not over $8,000
Over $8,000 but
not over $12,000

HB LRB 09-0879.doc
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The tax shall be:

1.40% of taxable income

$28.00 plus 3.20% of
excess over $2,000

$92.00 plus 5.50% of
excess over $4,000

$312.00 plus 6.40% of

excess over $8,000
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Over $12,000 but
not over $16,000
Over $16,000 but
not over $20,000
Over $20,000 but
not over $30,000
Over $30,000 but
not over $40,000

Over $40,000

H.B. NO. 1

$568.00 plus 6.80% of
excess over $12,000
$840.00 plus 7.20% of
excess over $16,000
$1,128.00 plus 7.60% of
excess over $20,000
$1,888.00 plus 7.90% of
excess over $30,000
$2,678.00 plus 8.25% of

excess over $40,000.

In the case of any taxable year beginning after

December 31, 2006:

If the taxable income is:

Not over $2,400
Over $2,400 but
not over $4,800
Over $4,800 but
not over $9,600
Over $9,600 but
not over $14,400
Over $14,400 but
not over $19,200
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The tax shall be:

1.40% of taxable income

$34.00 plus 3.20% of
excess over $2,400

$110.00 plus 5.50% of
excess over $4,800

$374.00 plus 6.40% of
excess over $9,600

$682.00 plus 6.80% of

excess over $14,400
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Over $19,200 but
not over $24,000

Over $24,000 but
not over $36,000

Over $36,000 but
not over $48,000

Over $48,000

H.B. NO. 3

$1,008.00 plus 7.20% of

excess over $19,200

$1,354.00 plus 7.60% of

excess over $24,000

$2,266.00 plus 7.90% of

excess over $36,000

$3,214.00 plus 8.25% of

excess over $48,000.

In the case of any taxable year beginning after

December 31, 2009:

If the taxable income is:

The tax shall be:

Not over $2,400

Over $2,400 but

not over $4,800

Over $4,800 but

not over $9,600

Over $9,600 but

not over $14,400

% of taxable income

$34.00 plus % of

excess over $2,400

plus % of

excess over $4,800

plus % of

Over $14,400 but

not over $19,200

excess over $9,600

plus 3 of

Over $19,200 but

not over $24,000

excess over $14,400

plus % of
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Over $24,000 but S plus % of
not over $36,000 excess over $24,000
Over $36,000 but S plus % of
not over $54,000 excess over $36,000
Over $54,000 but S plus $ of
not over $72,000 excess over $54,000
Over $72,000 but S plus % of

not over $96,000 excess over $72,000-
Over $96,000 $ plus $ of

excess over $96,000."

SECTION 9. Act 166, Session Laws of Hawaii 2007, section
3, is amended to read as follows:
"SECTION 3. This Act shall take effect upon approval, and

shall apply to taxable years beginning after December 31, 2007,

and ending prior to January 1, [201i35—provided—that—onJonuary

1 20
[ R N A

12
P o

SECTION 10. Section 235-5.5, Hawaii Revised Statutes, 1is

repealed.

["§235-5-5—TIndividual -housing acecounts— (a+—Fhere shalt

HB LRB 09-0879.doc .
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beginningafter Becember 31+—2010-"]
SECTION 27. Section 235-110.93, Hawaii Revised Statutes,
is repealed.
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SECTION 31.
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SECTION 32. Section 431:7-208, Hawaii Revised Statutes, 1is

repealed.

SECTION 33. Section 431:7-209, Hawaii Revised Statutes, is

repealed.

SECTION 34. The repeal of a tax credit or deduction under
this Act shall not affect the entitlement of a taxpayer to the
unused amount of the credit or deduction that was accrued before
the repeal.

SECTION 35. Statutory material to be repealed is bracketed
and stricken. New statutory material is underscored.
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H.B. NO. {3

SECTION 36. This Act shall:

(1) Take effect on January 1, 2010, and shall apply to
taxable years beginning after December 31, 2009; and

(2) Be repealed on December 31, 2015; provided that any
provision repealed by operation of law on or before

December 31, 2015 shall not be deemed to be reenacted.
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Report Title:
Income Tax; Reform

Description:
Reduces the income tax rate for the lower brackets. Repeals
various income tax credits and deductions.
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