
HOUSE OF REPRESENTATIVES
TWENTY-FIFTH LEGISLATURE, 2010
STATE OF HAWAII

H.B. No.2~7

A BILL FOR AN ACT

RELATING TO TAXATION.

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

1 SECTION 1. The purpose of this Act is to temporarily

2 repeal various tax credits and deductions.

3 SECTION 2. Section 201H-15, Hawaii Revised Statutes, is

4 amended to read as follows:

5 n[-f]§201H-15[-]-] Administration of low-income housing

6 credit allowed under section 235-110.8. (a) The corporation is

7 designated as a state housing credit agency to carry out section

8 42(h) (with respect to limitation on aggregate credit allowable

9 with respect to a project located in a state) of the Internal

10 Revenue Code of 1986, as amended. As a state housing credit

11 agency, the corporation shall determine the eligibility basis

12 for a qualified low-income building, make the allocation of

13 housing credit dollar amounts within the State, and determine

14 the portion of the State's housing credit ceiling set aside for

15 projects involving qualified nonprofit organizations. The

16 corporation shall file any certifications and annual reports

17 required by section 42 (with respect to low-income housing

18 credit) of the Internal Revenue Code of 1986, as amended.
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(b) The state aggregate housing credit dollar amount shall

2 be allocated annually as required by section 42 of the Internal

3 Revenue Code of 1986, as amended, by the corporation in an

4 amount equal to $1.25 multiplied by the state population in the

5 calendar year or such greater or lesser amount as provided by

6 section 42(h) of the Internal Revenue Code of 1986, as amended.

7 (c) The corporation shall adopt rules under chapte~ 91

8 necessary to comply with federal and state requirements for

9 determining the amount of the tax credit allowed under section

10 42 of the Internal Revenue Code of 1986, as amended[, and

11 seotion 23§ 110.8]. The corporation may establish and collect

12 reasonable fee~ for administrative expenses incurred in

13 providing the services required by this section, including fees

14 for processing developer applications for the credit. All fees

15 collected for administering these provisions, including

16 developer application fees, shall be used to cover the

17 administrative expenses of the corporation.

18 [ (dl All olaims for allocation of the 10\J income housinEJ

19 credit under seotion 23§ 110.8 shall be filed with the

20 corporation. The corporation shall determine the amount of the

21 credit a11ooation, if necessary, and return the claim to the

HB LRB 10-0334.doc

IIIII~ ~llllllmlmlillllll~I~~I~~m11111111 ~IIII~~IIII~IIIIIIIII~III



Page 3 H.B. NO. ~fh1

1 talEpayer. The talEpayer shall file the credit allocation \lith

2 the talEpayer' s talE return ,dth the department of ta,tation.]"

3 SECTION 3. Section 209E-lO, Hawaii Revised Statutes, is

4 amended by amending subsection (a) to read as follows:

5 "The department shall certify annually to the department of

6 taxation the applicability of the tax credit provided in this

7 chapter for a qualified business against any taxes due the

8 State. A qualified business shall be entitled to the tax credit

9. only if it operated as a qualified business in an enterprise

10 zone before July 1, 2009. Except for the general excise tax,

11 the credit shall be eighty per cent of the tax due for the first

12 tax year, seventy per cent of the tax due for the second tax

13 year, sixty per cent of the tax due for the third year, fifty

14 per cent of the tax due the fourth year, forty per cent of the

15 tax due the fifth year, thirty per cent of the tax due the sixth

16 year, and twenty per cent of the tax due the seventh year. For

17 qualified businesses engaged in the manufacturing of tangible

18 personal property or the producing or processing of agricultural

19 products, the credit shall continue after the seventh year at

20 the rate of twenty per cent of the tax due for each of the

21 subsequent three tax years. Any tax credit not usable shall not

22 be applied to future tax years."
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1 SECTION 4. Section 211G-13, Hawaii Revised Statutes, is

2 amended as follows:

3

4

1. By amending subsection (b) to read:

n(b) With legislative approval pursuant to section 211G-

5 14, the corporation may extend one or more guarantees and secure

6 the performance of such guarantees in the form of a put option,

7 as well as other arrangements selected by the corporation.

8 Without limiting the foregoing:

9

10

11

12

13

14

15

16

17

18

19

20

21

(1) The corporation may guarantee loans, lines of credit,

and other indebtedness and equity investments [and may

arrange for, pledge, and assign put optiens, as well

as other agreements to purchase tal! credits on such

terms as the beard may approve from time to time,] in

order to generate funds to deploy in a manner

consistent with this chapter;

(2) The guarantees of loans, lines of credit, and other

indebtedness may extend up to the principal amount

plus interest over the term of the guarantee at a rate

set by board resolution from time to time, a guarantee

of a loan, lines of credit, or other indebtedness in a

manner consistent with this chapter; and
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1 (3) Guarantees of equity capital may extend up to the

2 amount of the investment plus a rate of return set by

3 board resolution from time to time in a manner

4 consistent with this chapter.

5 Guarantees, in whatever form negotiated by the corporation,

6 may be made for any period of time, but no term shall expire

7 prior to January 1, 2006. The corporation may charge a

8 reasonable fee for costs and the fair compensation of risks

9 associated with its guarantee. [Prooeeds from the sale of any

10 talE oredits may be esed to satisfy the contraoteal gearantee

11 obligation of the oorporation.] The corporation may contract

12 freely to protect the interest of the State."

13

14

2. By amending subsection (e) to read:

"(e) In carrying out the mission of the corporation, as

15 authorized in this chapter, neither the corporation nor its

16 officcrs, board members, or employees shall be considered to be

17 broker-dealers, agents, investment advisors, or investment

18 adviser representatives under chapter 485A. ['fhe talE credits

19 isseed or transferred perseant to this ohapter shall not be

20 considered secerities ender ohapter 485A.]"

21 SECTION 5. Section 235-2.3, Hawaii Revised Statutes, is

22 amended by amending subsection (b) to read as follows:
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1
(

"(b) The following Internal Revenue Code subchapters,

2 parts of subchapters, sections, subsections, and parts of

3 subsections shall not be operative for the purposes of this

4 chapter, unless otherwise provided:

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

( 1)

(2 )

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

determination of tax liability), except section

l(h) (2) (relating to net capital gain reduced by the

amount taken into account as investment income),

except sections 2(a), 2(b), and 2(c) (with respect to

the definition of "surviving spouse" and "head of

household"), eJweflt seetion 41 (\lith resflect to the

credit for increasing research activities), eJweflt

section 42 (with resflect to low inceme housing

ciedit), and eJrceflt sections 47 and 48, as amended, as

of December 31, 1984 (,dth resflect to certain

deflreciable tangible flersonal flroflerty). For

treatment, see sections 235 110.91, 235 110.7, and

235 110.8];

Section 78 (with respect to dividends rcccivcd 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);

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

(4)

(5 )

( 6)

(7 )

(8 )

( 9)

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 treatmeRt,

see seotieR 235 7 (a) (9) te (11)];

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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(10)

(11)

(12)

(13)

(14)

(15)

H.B. NO. ~,,7

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);

15 (16) Sections 241 to 247 (with respect to special

16

17

18 (17)

deductions for corporations). For treatment, see

section 235-7(c);

Section 280C (with respect to certain expenses for

19

20

which credits are allowable).

seotioR 235 110~91];

[For treatmeRt, see

21 (18) Section 291 (with respect to special rules relating to

22 corporate preference items);

HB LRB 10-0334.doc

IIIII~ ~llil~ll~ml~IIII~IIIII~I~~1I1!111111~~I ~I~ IIIIII~IIIII~III



Page 9 H.B. NO. ~'8t-1

1 (19) Section 367 (with respect. to foreign corporations);

2 (20) Section 501 (c) (12), (15), (16) (with respect to exempt

3 organizations);

4 (21) Section 515 (with respect to taxes of foreign

5 countries and possessions of the United States);

6 (22) Subchapter G (sections 531 to 565) (with respect to

7

8

corporations used to avoid income tax on

shareholders);

9 (23) Subchapter H (sections 581 to 597) (with respect to

10

11

12

banking institutions), except section 584 (with

respect to common trust funds). For treatment, see

chapter 241;

13 (24) Section 642(a) and (b) (with re~pect to special rules

14

15

for credits and deductions applicable to trusts). For

treatment, see sections 235-54 (b) and 235-55;

16 (25) Section 646 (with respect to tax treatment of electing

17 Alaska Native settlement trusts);

18 (26) Section 668 (with respect to interest charge on

19 accumulation distributions from foreign trusts);

20 (27) Subchapter L (sections 801 to 848) (with respect to

21

22

insurance companies). For treatment, see sections

431:7-202 and 431:7-204;
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(28 )

(29)

(30)

(31 )

(32)

(33)

(34)

H.B. NO. :L8"7

Section 853 (with respect to foreign tax. credit

allowed to shareholders). For treatment, see section

235-55;

Subchapter N (sections 861 to 999l (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 )

(36)

(37)

(38 )

(39)

(40)

(41 )

H.B. NO. ~~7

Subchapter R (sections 1352 to 1359) (with respect to

election to determine corporate tax on certain

international shipping activities using per ton rate);

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;

Subchapter W (sections 1400 to 1400C) (with respect to

District of Columbia enterprise zone);

Section 14000 (with respect to education tax

benefits);

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

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

Section 1400T (with respect to special rules for

mortgage revenue bonds).n

16 SECTION 6. Section 235-4.5, Hawaii Revised Statutes, is

17 amended to read as follows:

18 n§23S-4.S Taxation of trusts, beneficiaries; credit. (a)

19 There shall be excluded from gross income any intangible income,

20 such as dividends and interest, earned by a trust sited in this

21 State to the extent that, during the taxable year of the trust,

22 the beneficial interest in the trust shall be held by a
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1 beneficiary or beneficiaries residing outside this State. This

2 exclusion shall not apply to income received from real property

3 held in a land trust formed under chapter 558.

4 (b) If a trust sited in this State owns one hundred per

5 cent of the stock of a foreign corporation which does not engage

6 in an active trade or busines~ but acts solely as a holding

7 company receiving intangible income, such as dividends and

8 interest, the intangible income of the foreign corporation shall

9 be excluded from gross income for Hawaii income tax purposes but

10 only to the extent that the income of the trust beneficiaries is

11 excluded from taxation under subsection (a). 'As used in this

12 section, foreign corporation means a corporation not created or

13 organized in the United States or under the laws of the United

14 States, Hawaii, or any other state.

15 [(e) P,ny resident benefieiary of a trust '>lith a situs in

16 another state may elaim a eredit for ineome talfOS j3aid by the

17 trust to the other state on any ineome reeeived lihieh is

18 attributable to assets other than intangibles.] n

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

20 amended to read as follows:
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1 n§235-7 Other provisions as to gross income, adjusted

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

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

4

5

(1 ) Income not subject to taxation by the State under the

Constitution and laws of the united States;

6

7

8

9

10

11

12

13

14

15

16

17

(2) 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;

(3) Any compensation received in the form of a pension for

past services;

(4) Compensation paid to a patient affected with Hansen's

disease employed by the State or the United States in

any hospital, settlement, or place for the treatment

of Hansen's disease;

18

19

20

21

22

(5 ) 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;

3

4

5

6

7

(6) 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;

8

9

10

11

12

13

14

(7 ) 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:

15

16

17

(A) E-l-pay grade after eight years of service;

provided that this subparagraph shall apply to

taxable years beginning after December 31, 2004;

18

19

20

(B) E-2 pay grade after eight years of service;

provided that this subparagraph shall apply to

taxable years beginning after December 31, 2005;
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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;

4

5

6

7

(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

8

9

10

(E) E-5 pay grade after eight years of service;

provided that this subparagraph shall apply to

taxable years beginning after December 31, 2008;

11

12

13

14

15

16

17

18

19

20

(8 ) 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;
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1 [~The value of legal services proviaea by a prepaia

2

3

legal service plan to a taJrpayer, the taupayer' s

spouse, ana the tmrpayer' s aepenaents;

4 +±@t Amounts paia, airectly or inairectly, by a prepaia

5

6

7

8

legal service plan to a taupayer as payment or

reimbursement fer the prevision of legal serviees to

the tmrpayer, the taupayer' s spouse, ana the

taupayer's aepenaents;

9 +±±+ Contributions by an employer to a prepaia legal

10

11

12

13

serviee plan for compensation (through insurance or

otherldse) to the employer's employees for the costs

of legal services incurrea by the employer's

employees, their spouses, ana their aepenaents;

14 ~] J2l Amounts receivcd in the form of a monthly

15

16

17

18

19

20

surcharge by a utility acting on behalf of an affected

utility under section 269-16.3 shall not be gross

income, adjusted gross income, or taxable income for

the acting utility under this chapter. Any amounts

retained by the acting utility for collection or other

costs shall not be included in this exemption[; ana

21 +±3+ One hunarea per cent of the gain realizea by a fee

22 simple OIiRer from the sale of a leasea fee interest in
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units ,Jithin a oondominium projeot, oooperatiTJe

projeet, or planned unit development to the

assooiation of mmers under ohapter §14A or §14B, or

4 the residential oooperative oorporation of the

5 leasehold units.

6 For purposes of this paragraph:

7 "Fee simple mmer" shall haTJe the same meaning as

8 provided under seotion §16 1; provided that it shall

9 inolude legal and equitable mmers;

10 "Legal and equitable owner", and "leased fee

11 interest" shall have the same meanings as provided

12 under seetion §16 1; and

13 "Condominium proj eot" and "oooperative proj eet"

14 shall have the same meanings as provided under seotion §14C 1.]

15 (b) There shall be included in gross income, adjusted

16 gross income, and taxable income: (1) unless excluded by this

17 chapter relating to the uniformed services of the United States,

18" cost-of-living allowances and other payments exempted by section

19 912 of the Internal Revenue Code, but section 119 of the

20 Internal Revenue Code nevertheless shall apply; (2) unless

21 expressly exempted or excluded as provided by subsection (a) (6),
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1 interest on the obligations of a State or a political

2 subdivi~ion thereof.

3 (c) The deductions of or based on dividends paid or

4 received, allowed to a corporation under chapter 1, subchapter

5 B, Part VIII of the Internal Revenue Code, shall not be allowed.

6 In lieu thereof there shall be allowed as a deduction the entire

7 amount of dividends received by any corporation upon the shares

8 of stock of a national banking association, qualifying

9 dividends, as defined in section 243(b) of the Internal Revenue

10 Code, received by members of an affiliated group, or dividends

11 received by a small business investment company operating under

12 the Small Business Investment Act of 1958 (Public Law 85-699)

13 upon shares of stock qualifying under paragraph (3), seventy per

14 cent of the amount received by any corporation as dividends':

15

16

17

18

19

20

21

22

(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);
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1

2

3

4

5

6

7

8

(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, i£ 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.

9 However, except for national bank dividends, the deductions

10 under this subsection are not allowed when they would not have

11 been allowed under section 243 of the Internal Revenue Code, as

12 amended by Public Law 85-866, by reason of subsections (b) and

13 (c) of section 246 of the Internal Revenue Code. For the

14 purposes of this subsection fifteen per cent of a corporation's

15 business shall be deemed to have been attributed to this State

16 if fifteen per cent or more of the entire gross income of the

17 corporation as defined in this chapter (which for the purposes

18 of this subsection shall be computed without rega~d to source in

19 the State and shall include income not taxable by reason of the

20 fact that it is from property not owned in the State or from a

21 trade or business not carried on in the State in whole or in

22 part), under section 235-5 and the other provisions of this
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1 chapter, shall have been attributed to the State and subjected

2 to assessment of the taxable income therefrom (including the

3 determination of the resulting net loss, if any).

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

(d)

(2 )

(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 tpxpayer 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
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carried back to any taxable year ending prior to

January 1, 1967;

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

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;

15

16

17

18

19

20

21

22

(3 ) 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
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H.B. NO. :L~7

disregarded the net operating loss of such corporation

for any taxable year for which the corporation is an

electing small business corporation;

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

(4) No net operating 16ss carryback or carryover shall be

allowed by this chapter if not allowed under section

172 of the Internal Revenue Code;

(5) 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

(6) 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

c;:hapter.

(e) There shall be disallowed as a deduction the amount of

22 interest paid or accrued within the taxable year on indebtedness
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1 incurred or continued, (1) to purchase or carry bonds the

2 interest upon which is excluded from gross income by subsection

3 (a); or (2) to purchase or carry property owned without the

4 State, or to carryon trade or business without the State, if

5 the taxpayer is a person taxable only upon income from sources

6 in the State.

7 (f) Losses of property as the result of tidal wave,

8 hurricane, earthquake, or volcanic eruption, or as a result of

9 flood waters overflowing the banks or walls of a river or

10 stream, or from any other natural disaster, to the extent of the

11 amount deductible, under this chapter, not compensated for by

12 insurance or otherwise, may be deducted in the taxable year in

13 which sustained, or at the option of the taxpayer may be

14 deducted in equal installments over a period of five years, the

15 first such year to be the calendar year or fiscal year of the

16 taxpayer in which such loss occurred.

17 [ (9') In cOIllflH'tin9' talwble incollle tReEe sRall be al18lmEl as

18 a EleEluction:

19

20

21

22

+±+ Political contEibutions by any talEpayeE not in elwess

of $250 in any yeaE; pEoviEleEl tRat sueR eontEibutions

alOe lllaEle to a eentEal OE county cOlllffiittee of a

politieal paEty ;lRose canEliElates sRall Ra'Je qualifieEl
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by laH te be '.coted for at the illlffiediately previous

general eleetion; or

3

4

5

6

7

8

9

10

11

12

+&J- Politieal contributions by any individual tal[payer in

an aggregate amount not to elweed $1, 000 in any year;

provided that such contributions are made to

eandidates as defined in seetion 11 191, Hho have

agreed to abide by the campaign Ql[penditure limits as

set forth in seetion 11 209; and previded further that

not more than $250 of an individual's total

eontribution to any single eandidate shall be

deductible for purposes of this section.]"

SECTION 8. Section 235-9, Hawaii Revised Statutes, is

13 amended to read as follows:

14 "§23S-9 Exempti.ons; generally. Except as provided in

15 sections 235-61 to 235-67 relating to withholding and collection

16 of tax at source, and section 235-2.4 relating to "unrelated

17 business taxable income", the following persons and

18 organizations shall not be taxable under this chapter: banks,

19 building and loan associations, financial services loan

20 companies, financial corporations, small business investment

21 companies, trust companies, mortgage loan companies, financial

22 holding companies, subsidiaries of financial holding companies

HB LRB 10-0334.doc
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1 as defined in chapter 241, and development companies taxable

2 under chapter 241; insurance companies, agricultural cooperative

3 associations, and fish marketing associations exclusively

4 taxable under other laws[; and persons engaged in the business

5 of motion pioture and television film produetion as defined by

6 the direotor of tal!ation.]"

7 SECTION 9. Act 166, Session Laws of Hawaii 2007, section

8 3, is amended to read as follows:

9 "SECTION 3. This Act shall take effect upon approval, and

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

11 and ending prior to [January 1, 2013; provided that on January

12 1, 2013, this Act shall be repealed and seotion 235 7 (a), IIm;aii

13 ReTJised Statutes, shall be reenaoted in the form in "hioh it

14 read on the day prior to the effeotive date of this Act.]

15 January 1, 2010."

16 SECTION 10. Section 2llG-1, Hawaii Revised Statutes, is

17 amended by deleting the definitions of "tax credits" and

18 "taxpayer" .

19 [" '''Pal! oreditp" means tal! oredits issued or transferred

20 pursuant to this chapter and available against liabilities

21 imposed by ohapter 235 or 2 H.
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H.B. NO. ~~7

1 ·"Pa1tpayer"· meaFls a perssFl subj eet to a ta1t imposed by

2 ehapter 235 or 241. "J

3 SECTION 11. Section 211G-12, Hawaii Revised Statutes, is

4 repealed.

5 [" [§211G 12] TalE ereEiitos. (a) 'Fhe State shall issue ta1t

6 eredits to the eorporatioFl that may be traFlsferred or othenlise

7 used to reduee the tal! liability of aFlY ta1tpayer pursuaFlt to

8 ehapter 235 or 2 H. 'Fhe total amouFlt of tal[ eredits that may be

9 issued, aFld IJhieh may be traFlsferred pursuaFlt to this ehapter by

10 the eorporatioFl is $36,000,000. UpOFl eompliaFlee lJith subseotioFl

11 (b), the eredits shall be freely traFlsferable by the eorporatioFl

12 to traFlsferees aFld by traFlsferees to subsequeFlt traFlsferees;

13 hO'dever, the talE eredits so traFlsferred by the eorporatioFl shall

14 FlOt be elwroisable before July 1, 2005, Flor after July 1, 2030.

15 'Fhe eorporatioFl shall FlOt traFlsfer tal! eredits elwept iFl

16 eOFljuFlotioFl ,lith a legitimate eall OFl a oorporatioFl guaraFltee.

17 'Fhe eorporatioFl shall ilRlRediately Flotify the presideFlt of the

18 seFlate, the speaker of the house of represeFltatives, aFld the

19 goverFlor iFl \.TitiFlg if aFlY tal! oredit is traFlsferred by the

20 eorporatioFl iFl OOFlj uFletioFl '.lith a legitimate oall OFl a

21 eorporatioFl guaraFltee; provided that the eorporatioFl shall FlOt
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1 be required to make that notification for transfers to

2 subsequent transferees.

3 (b) Subjeet to the annual authorization by the

4 leqislature, the eorporation may transfer talE credits under this

5 seetion up to the annual amount allm/ed under subseetion (e) '"

6 Leqislative authorization for the tal[ eredits shall be by a

7 separate leqislative act.

8 (c) The corporation shall determine the amount of

9 individual talE credits to be transferred pursuant to this

10 chapter and may neqotiate for the sale of those credits subject

11 only to the limits imposed by this chapter. The ccrporation

12 shall limit the transfer of tal[ credits that may be claimed and

13 used to reduce the talE othendse imposed by chapter 23§ or 241

14 for one fiscal year (includinq any talE credits that are carried

15 o'Jer by a tal[payer from a prior fiscal year and used to reduce

16 talres othendse imposed in the current fiscal year, as permitted

17 in subsection (q)) to not more than an aqqreqate total of

18 $12,000,000 per fiscal year. The board shall clearly indicate

19 on the face of the certificate or other document transferrinq

20 the talE credit the principal amount of the talE credit and the

21 tmwb1e year or years for I,'hich the credit may be claimed.
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1 (d) 'Pfie sOEf30Eation, in sonjunstion "itfi tfis dSf3aEtment ef

2 talration, ofiall develof3 a oyotem feE EegistEation of any tim

3 sEedits issued SE tEansfeEEed f3UESuant to tfiis sfiaf3teE and a

4 system of seEtifisates tfiat f3eEmits veEifisation tfiat any talE

5 sEedit slaimed uf30n a talE EetuEn is TJalidly issued, f3Eof3eEly

6 taken in tfie yeaE of slaim, and tfiat any tEansfeEs of tfie talE

7 sEedit alOe made in assoEdanse Ilitfi tfiis sfiaf3teE.

8 (e) 'Pfie sOEf30Eation may f3ay a fee and f3Eovide otfieE

9 sonsideEation in sonnestion "itfi tfie f3uEsfiase by tfie SOEf30Eation

10 of a f3ut Of3tion 030 otfieE agEeement f3uESuant to Hfiisfi a tEansfeE

11 of talE sEedits autfioEized by tfiis Sfiaf3teE may be made.

12 (f) 'Pfie talE sEedits issued 030 tEansfeEEed f3UESuant to tfiis

13 Sfiaf3teE, uf30n elestion by tfie talEf3ayeE at time of use, sfiall be

14 tEeated as a f3ayment 030 f3Eef3ayment in lieu of talEes imf30sed

15 undeE Sfiaf3teE 235 030 241. 'PalE sEedits used f3uEsuant to tfiis

16 Sfiaf3teE sfiall be slaimed as a f3ayment of talE 030 estimated talE

17 fOE tfie f3uEf3oses of Sfiaf3teE 235 030 241.

18 (g) If tfie talE sEedits undeE tfiis sestion elweed tfie

19 talEf3ayeE' s insome talE liability undeE sfiaf3teE 235 030 241 fOE any

20 talrable yeaE, 030 fOE any otfieE Eeason is not slaimed by a

21 talEf3ayeE in I/fiole 030 in f3aEt in any talfable yeaE, tfie 8lwess of

22 tfie talE sEedit oveE liability, 030 tfie amount of tfie unslaimed
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1 tal[ crcdit, as thc case may bc, may be carried ever and used as

2 a credit against the tal[payer' s income taH liability in any

3 subsequent year· until eHhalisted, sllbj ect to:

4

5

6

7

+l-J- 'l'he deadline for the Olwrcise of talE credits imposed

by sllbsection (al; and

+2+ 'l'he monetary limit imposed by sllbsection (c) ."]

SECTION 12. Section 235-5.5, Hawaii Revised Statutes, is

8 repealed.

9 ["§23.5 .5 . .5 Inelivielual heusing aeeeunt.s. (al 'l'here shall

10 be allmlOd as a dedllction from gross income the amollnt, not to

11 OlE~eed $5, 000, paid in cash during the talwble year by an

12 individllal talEpayer to an indi'Jidlial hOllsing accollnt established

13 for the individllal's benefit to pro'Jide fllnding for the purchase

14 of the indi'Jidual's first principal residence. A dedllction not

15 to eHceed $10, 000 shall be allo'ded for a married cOllple filing a

16 joint retllrn. No deduction shall be allo'oled on any amollnts

17 distributed less than three hllndred siHty fiTJe days from the

18 date on ,...hich a contriblltion is made to the account. P,ny

19 dedllction claimed for a previolls talEable year for amollnts

20 distribllted less than three hllndred SilEty fi'Je days from the

21 date on IJhich a contriblltion \las made shall be disallo'oled and

22 the amount dedllcted shall be inclllded in the pre'Jiolis talEable
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1 year's gross inoome and the talE reassessed. 'Phe interest paid

2 or aoorued 'dithin the talfaBle year on the aooount shall not Be

3 inoluded in the individual's gross inoome. For purposes of this

4 seotion, the term "first prinoipal residenoe" means a

5 residential property purohased ,dth the payment or distriBution

6 from the individual housing aooount ",hioh shall Be mJRed and

7 oooupied as the only home By an individual '.lho did not have any

h . d~d t h8 interest in, individually, or 'd ose spouse -~- noaT:e any

9 interest in, if the individual is married, a residential

10 property >:ithin the last five years of opening the individual

11 housing aooount.

12 In the oase of a married couple filing separate returns,

13 the sum of the deduotions allm:aBle to eaoh of them for the

14 tanaBle year shall not elweed $§, 000, or $10, 000 for a joint

15 return, for amounts paid in oash, elwluding interest paid or

16 aoorued thereon.

17 'Phe amounts paid in Gash allmlaBle as a deduotion under

18 this seotion to an indiT:idual for all talEaBle years shall not

19 elfoeed $2§,000, elfoluding interest paid or aoorued. In the ease

20 of married individuals having separate individual housing

21 aooounts, the sum of the separate aooounts and the deduotion
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1 une!er this section shall not elweee! $25,000, euelue!ing interest

2 paie! or accruce! thereon.

3 (b) For purposes of this section, the term "ine!ivie!ual

4 housing account" means a trust createe! or organizee! in lIa,laii

5 for the euclusive benefit of an ine!ivie!ual, or, in the case of a

6 marriee! ine!ivie!ual, for the elwlusive benefit of the ine!ivie!ual

7 ane! spouse jointly, but only if the ,fritten governing instrument

8 creating the trust meets the follmfing requirements:

9

10

11

12

13

14

15

16

17

18

19

20

21

22

+l-l- Contributions shall not be acceptee! for the tmwble

year in eltCeSs of $5,000 (or $10,000 in the case of a

joint return) or in elwess of $25,000 for all tauable

years, elEclusi'Je of interest paie! or accruee!;

+&1- The trustee is a banle, a savings ane! loan association,

a cree!it union, or a e!epository financial services

loan company, chart cree!, licensee!, or supervisee! une!er

fee!eral or state laH, ,fhose accounts arc insuree!. by

National Cree!it Union Aelministration, or any agency of

this State or any fee!eral agency establishee! for the

purpose of insuring accounts in these financial

institutions. The financial institution must actively

malee resie!ential real estate mortgage loans in IImmii;
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1

2

3

4

5

6

7

8

9

10

11

12

+3+ T~e assets ef t~e trust s~all be iRvested eRly iR

fully iRsured saviRgs or time deposits. FURds ~eld iR

t~e trust may be oommiRgled for purposes of

iRvestmeRt, but iRdividual reoords s~all be maiRtaiRed

by t~e trustee for eac~ iRdividual ~OUSiRg aocouRt

~older 'dnio~ S~OH all traRsaotioRs iR detail;

+4+ T~e eRtire iRterest of aR iRdividual or married eouple

for lV~ose beRefit t~e trust is maiRtaiRed s~all be

distributed to t~e iRdividual or eouple Rot later t~aR

oRe ~uRdred tlleRty mORt~s after t~e date OR II~io~ t~e

first oORtributioR is made to t~e trust;

-t.§..J- Elwept as provided iR subsectioR (g), t~e trustee

13 s~all ROt distribute t~e fURds iR •
t~e aooouRt uRless

14

15

16

17

18

19

20

21

22

it (A) verifies t~at t~e mORey is to be used for t~e

pure~ase of a first priRoipal resideRoe looated iR

I!alwii, aRd provides t~at t~e iRstrumeRt of paymeRt is

payable to t~e mortgagor, cORstruotioR oORtraotor, or

ot~er veRdor of t~e property pure~ased; or (B)

lVit~~olds aR amouRt equal to teR per oeRt of t~e

amouRt llit~dralm from t~e aoeouat aRd remito t~is

amouRt to t~e direotor 'dit~iR teR days after t~e date

of t~e llit~dralwl. T~e amouRt so Idt~~eld s~all be
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appliee to the liability of the tal<payer uneer

subseetions (e) ane (e); ane

3

4

5

6

7

8

9

10

11

12

13

14

15

-t6+ If any amounts are eistributee before the el<piration

of three hundred silrty fi'Je days from the date on

"hieh a eontribution is made to the aeeount, the

trustee shall so notify in "riting the tal~ayer and

the direetor. If the trustee makes the verifieation

requiree in paragraph (5) (A), then the department

shall disallm, the deduetion uneer subseetion (a) and

subseetions (e), (e), and (f) shall not apply to that

amount. If the trustee \iithholds an amount under

paragraph (5) (B), then the department shall dioallml

the deduetion under subseetion (a) and subseetion (e)

shall apply, but subseotion (c) shall not apply.

(c) Any contributions paid or distributed out of an

16 ineividual housing aecount shall be included in gross income by

17 the individual for 'dhose benefit the aceount "as established for

18 the tal<able year in ;chich the payment or distribution is

19 reeeived, unless the amount is used elwlusively in conneetion

20 "ith the purchase of the first principal residenee in Ha"aii for

21 the individual for \lhose benefit the account "as established.
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1 (dl The transfer of an individual's interest in an

2 indi'Jidual housing aeeount tea spouse under a dissolution of

3 marriage deeree er under a \Iritten instrument ineident to a

4 disselutien of marriage shall not be eonsidered a tal[able

5 transfer made by the indi'Jidual, and the interest, at the time

6 of the transfer, shall be treated as part of an indi'Jidual

7 housing aeeount of the transferee, and not of the transferor.

8 After the transfer, the aeeount shall be treated, for purposes

9 of this seetion, as maintained for the benefit of the

10 transferee.

11 (e) If a distribution from an indi'Jidual housing aeeount

12 to an indi'Jidual for \;hose benefit the aeeount 'lias established

13 is made and not used in eonneetion \;ith the purehase of the

14 first prineipal residenee in lImlaii for the individual, the tal[

15 liability of the individual under this ehapter for the talwble

16 year in \Ihieh the distribution is reeei'Jed shall be inereased by

17 an amount equal to ten per eent of the amount of the

18 distribution whieh is ineludable in the indi'Jidual's gross

19 ineome for the ta1wble year.

20 If, during any tal[able year, the indi'Jidual uses the

21 aeeount or any portion thereof as seeurity for a loan, the
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1 pertion so used shall be treated as if it had been distributed

2 to that indiTJidual.

3 ( f) If the individual for .'dhose benefit the indiTJidual

4 housing account was established purchases a residential prsperty

5 in I1al;aii I/ith the distribution from the indiTJidual housing

6 account:

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

+±+ Before January 1, 1990, and if the individual sells in

any manner or method or by use of any instrument

conveying or transferring the residential property,

the gross income of the indiTJidual under this chapter

for the talwble year in Hhich the residential property

is sold, conveyed, or transferred, Hhichever is

applicable, shall include an amount equal to the

amount of the distribution from the individual housing

account, and in addition, the gross income of the

individual shall be increased by an amount equal to

ten per cent of the total distribution from the

indiTJidual housing account; or

~ After December 31, 1989, the individual shall report

one tenth of the total distribution from the

indiTJidual housing account used to purchase the

residential property as gross income in the tal!able
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3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21
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year iR ;..hich the distributioR is oOlllF'leted aRd in

eaoh talwble year thereafter until all of the

distributioR has been inoluded in the individual's

gross inoome at the eRd of the tenth talwble year

after the purohase of the residential property. If

the individual sells in any manner or method or by use

of any instrument oonveying or transferring the

residential property, the gross inoome of the

individual under this ohapter for the t31,able year in

;;hioh the residential property is sold, oonveyed, or

transferred, whiohever is applicable, shall inolude aR

amount equal to the amount of the distribution from

the individual housiRg aooount not previously reported

as gross inoome, and in additioR, the tal, liability of

the individual shall be inoreased by an amouRt equal

to ten per oent of the total distribution from the

individual housing aooount. If the individual sells

the residential property in any manner as provided in

this paragraph after all of the distributioRhas been

inoluded iR the individual's gross iRcome at the end

of the teRth talwble year after the purohase of the

22 resideRtial property, the tal( liability of the
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individual shall net be increased by an amount equal

to ten per cent of the total distribution from the

individual housing account.

4 An individual Ilho pUrchased a residential property in IImlQii

5 >lith the distribution from an individual housing aooount before

6 January 1, 1990, 'lho is subject to paragraph (1) may elect to

7 report as provided in paragraph (2). The election shall be made

8 before January 1,· 1991. If the individual makes the election,

9 the individual shall report one tenth of the total distribution

10 from the individual housing account as gross income in the

11 talwble year in 'lhich the election oooUrS and in each tanable

12 year thereafter until all of the distribution has been inoluded

13 in gross inoome as provided by paragraph (2). If the individual

14 making the election sells the residential property in any manner

15 as provided in paragraph (2), then the individual shall include

16 as income the amount of the distribution not previously reported

17 as income and increase the indh-idual's tan liability as

18 provided in the second sentence of paragraph (2), encept Hhen

19 the third sentenoe of paragraph (2) applies.

20 In the alternative, any individual subject to paragraph (2)

21 Hho established the individual housing account before January 1,

HB LRB lO-0334.doc

1~1~llllllli~I~~IIII~I~I ~I~III!IIII~IIII~IIIIIII"~~III"IIIIIIII~~II
"



Page 38

H.B. NO.~7

1 1990, may elect Ilithin _one year after the date of purchase, to

2 be subj ect to para§raph (1).

3

4 -i-f+

5

6

7

(§) No talE liability shall be imposed under this sestion

~ The pa)~ent or distribution is attributable to the

individual dyin§ or becomin§ totally disabled; or

~ Residential property subject to subsection (f) is

8 transferred by Hill or by operation of lalJ or sold due

9 to the death or total disability of an individual or

10 individual's spouse,

11 subject to the follollin§:

12 An individual shall not be conoidered to be totally

13 disabled unless proof is furnished of the total disability in

14 the form and manner as the director may require.

15 Upon the death of an indi':idual for Ilhose benefit an

16 individual housin§ account has been established, the funds in

17 the account shall be payable to the e9tate of the individual;

18 provided that if the account ',las held jointly by the decedent

19 and a spouse of the decedent, the account shall terminate and be

20 paid to the survivin§ spouse; or, if the survivin§ spouse so

21 elects, the spouse may eontinue the account as an individual

22 housin§ account. Upon the total dioability of an individual for
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1 lihose benefit an individual housin~ account has been

2 established, the individual or the individual's authorized

3 representative may elect to continue the account or terminate

4 the account and be paid the assets; provided that if the account

5 Has held jointly by a totally disabled person and a spouse of

6 that person, then the spouse or an authorized representative may

7 elect to continue the account or terminate the account and be

8 paid tEe assets.

9 (h) If the individual for lihose benefit the indiTJidual

10 housin~ account Ims established subsequently marries a person

11 Ilho has or has had any interest in residential property, the

12 individual's housin~ account shall be terminated, the funds

13 therein shall be distributed to the individual, and the amount

14 of the funds shall be includable in the individual's ~ross

15 income for the talEable year in "hieh such marria~e took place;

16 provided that the tal, liability defined under subsection (f)

17 shall not be imposed.

18 (i) The trustee of an individual housin~ account shall

19 make reports re~ardin~ the account to the director and to the

20 individual for Hhom the account is maintained Idth respect to

21 contributions, distributions, and other matters as the director

22 may require under rules. The reports shall be filed at a time
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1 and in a manner as may be required by rules adopted under

2 chapter 91. l', person Iiho fails to file a required report shall

3 be subject to a penalty of $10 to be paid to the director for

4 each instance of failure to file."J

5 SECTION 13. Section 235-7.3, Hawaii Revised Statutes, is

6 repealed.

7 ("§235 7.3 Royaltlies EieriT.'eEi 'from patleatls, eopyrightls, or

8. tlraEie seeretls eueluEieEi 'from gross iaeome. (a) In addition to

9 the C1wlusions in section 23§ 7, there shall be elwluded from

10 gross income, adjusted gross income, and talEable income, amounts

11 received by an individual or a qualified high technology

12 business as royalties and other income derived from any patents,

13 copyrights, and trade secrets:

14

15

16

17

18

+l+- Olmed by the individual or qualified high technology

business; and

~ Developed and arising out of a qualified high

technology business.

(b) With respect to performing arts products,this

19 elwlusion shall elEtend to:

20

21

+l+- The authors of performing arts products, or any parts

thereof, lJithout regard to the application of the
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\,'erJr fer hire dootrine under United States oopyright

3

4

5

6

7

8

9

10

11

12

13

14

~ The authors of performing arts produots, Or any parts

thereof, under the IIOrk fOr hire dootrine under United

States oopyright Iml; and

~ The assignors, lioensors, and lieensees of any

oopyright rights in performing arts produots, Or any

parts thereof.

(e) FOr the pUrposes of this seotion:

"PerfOrming arts produots" means:

+±+ Audio files, video files, audiovideo files, oomputer

animation, and other entertainment produots peroeived

by Or through the operation of a oomputer; and

~ Commeroial television and film produots fOr sale Or

15 lioense, and reuse Or residual fee payments from these

16 produots.

17 "Qualified high teohnology business" means a business that

18 oonduots mOre than fifty per oent of its aotivities in qualified

19 researoh.

20 "Qualified researoh" means:

21

22

+±+ The same as in seotion 41(d) of the Internal Revenue

Code;
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

-f;l+ 'Fhe development and design ef eemputer soft'dare for

ultimate eommercial sale, lease, license or to be

other'dise marketed, for eeonomie eonsideration. With

respeet to the softlmre' s development and design, the

business shall have substantial eontrol and retain

substantial rights to tho resulting intelleetual

property;

~ Biotechnology;

+4+ Performing arts products;

+&r Sensor and optic technologies;

~ Ocean scienoes;

+++ Astronomy; or

-(-8-)- Nonfossil fuel energy related technology."]

SECTION 14. Soction 235-9.5, Hawaii Revisod Statutes, is

15 repealed.

16 ["§235 9. 5 Si;eelt epi;iens :E"Eem EJIla1i:E"ieel hi!Jh i;eehne1egy

17 businesses eJEe1ueleel :E"Eem i;aJEai;iea. (al Not'dithstanding any la'd

18 to the contrary, all income earned and proceeds derived from

19 stock options or stoclE, including stoclE issued through the

20 e,EGrcise of stock options or 'darrants, from a qualified high

21 technology business or from a holding company of a qualified

22 high teohnology business by an employee, offioer, or direotor of
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1 tae EfHalified aiga teeaRology bHsiRess, or iw:estor Ilao

2 EfHalifies for tae oredit HRder seetioR 235 110.9, taat 'doHld

3 otaendse be talfed as ordiRary iRoeme or as capital gaiRs to

4 taose persoRs saall be elwlHded from talfatioR HRder tais

5 oaapter.

6 Similar provisioRS saall apply to OptiORS to aeEfHire eEfHity

7 iRterests aRd to eEfHity iRterests taemselves "ita regard to

8 eRtities other taaR oorporatioRs.

9 (b) For the pHrposes of tais seotioR:

10 "lIoldiRg oompaRY of a EfHalified aigh teoaRology bHsiRess"

11 meaRS aRy bHsiRess eRtity taat possesses:

12

13

14

+±+ At least eigaty per oeRt of the total vOtiRg pOller of

the stoole or other iRterest; aRd

~ At least eighty per oeRt of the total valHe of the

15 stoole or other iRterest;

16 iR tae EfHalified high teohRology bHsiRess.

17 "rRoome earRed aRd prooeeds derived from steok OptiORS or

18 stoole" iRolHdes iRoome from:

19

20

21

+±+ DivideRds from stook or stook reoeived throHgh tae

elwroise of stook OptiORS or IlarraRts;

~ 'fhe reoeipt or the elwroise of stook OptiORS or

22 IlarraRts; or
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1 +3+ 'Pfie sale ef stook options or stook, inoluding stook

2 issued tfirougfi tfie elleroise of stoole options or

3 I'arrants.

4 "Qualified fiigfi teofinology business" means tfie same as

5 defined in seotion 235 7.3."]

6 SECTION 15. Section 235-12, Hawaii Revised Statutes, is

7 repealed.

8 ["§235 12 EBerfi eOBser',1a:lsioB; iBeome 'tan ereeii't. (a)

9 For tallable years ending before January 1, 1990, elloept in tfie

10 ease of ioe storage systems for ta,wble years ending before

11 January 1, 1991, eaofi individual and corporate resident tal~ayeE

12 I,fio files an indi'Jidual or corporate net income tall return for a

13 ta,wble year, may claim a tall credit under tfiis section against

14 tfie Ilallaii state individual or corporate net income tall. 'Pfie

15 tall credit may be claimed for any solar or 'lind energy device,

16 fieat pump, or ice storage system in an amount not to ellceed ten

17 per cent of tfie total cost of tfie device, fieat pump, or ice

18 storage system; pro'Jided tfiat tfie tall credit sfiall apply only to

19 tfie actual cost of tfie solar or Ilind energy de'Jice, tfie fieat

20 pump, or ice storage system, tfieir accesseries, and installation

21 and sfiall not include tfie oost of consumer incentive premiums

22 unrelated to tfie operation of tfie solar or 'ilind energy device,
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1 the heat pump, or iee storage system offeree ,lith the sale of

2 the solar or ",iRe eRergy eeviee, the heat pump, or iee storage

3 system. 'Fhe ereeit shall be claimee agaiRst Ret iReome ta1E

4 liability for the year iR 'dhieh the solar or 'diRe eRergy eG".Tiee,

5 the heat pump, or iee storage system ',las purehasee aRe placee iR

6 use; provieee:

7

8

9

10

11

12

13

14

15

16

+l+ 'Fhe taJE creeit shall be applicable oRly ,lith respect

to solar eeviees, "hich are ereetee aRe plaeee iR

service after December 31, 1974, but before JaRuary 1,

1990;

+&J-- IR the ease of ,liRe eRergy eeviees aRe heat pumps, the

taJE ereeit shall be applieable oRly ,lith respeet to

'diRe eRergy eevices aRe heat pumps \lhich are iRstallee

aRe plaeee iR serviee after December 31, 1980, but

before JaRuary 1, 1990; aRe

+3-J- IR the case of iee storage systems, the ta1E ereeit

17 shall be app1ieable oRly ,lith respeet to iee storage

18 systems ",hieh are iRstallee aRe placee iR serviee

19 after Deeember 31, 1985, but' before JaRuary 1, 1990.

20 'Fa1E ereeits 'dhich eJEGeee the, ta1Epayer' s iRcome ta1E liability may

21 be usee as a creeit agaiRst the ta1Epayer' s iRcome taJE liability

22 iR subsequeRt years uRtil e1Ehaustee. If feeeral eRergy ta1E
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1 credits are not el!tended beyond December 31, 1985, are not

2 retroactively el!tended or reenacted, or federal energy tal!

3 credits the same as or less in amount than the credits in effect

4 during the 1985 tal!able year are not. enacted during the talwble

5 year 1986, then the state talE credit shall be increaseEi to

6 fifteen ~er cent of the total cost after December 31, 1985, but

7 before January 1, 1990.

8 As used in this subsection:

9 "Solar or Ilind energy device" means any neH identifiable

10 facility, equi~ffient, a~~aratus, or the like 'dhich makes use of

11 solar or wind energy for heating, cooling, or reducing thO use

12 of other ty~es of energy de~endent u~on fossil fuel for their

13 generation.

14 "Heat ~u~" means and refers to an electric ~O'olOred

15 co~ression heating system I;hich el!tracts energy from 'darm

16 ambient air or recovers Ilaste heat to assist in the ~roduction

17 of hot uater.

18 "Ice storage system" refers to ice banlEs or other cool

19 energy storage tanks, containers, accessories, and controls that

20 are s~eeifically designed to store ice or chilled fluids for the

21 el!~ress ~ur~ose of shifting the consum~tion of. energy to off

22 peale periods.
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1 (b) Fer t:al[able years begirming aft:er Deoember 31, 1989,

2 eaoh individual or oorporat:e resident: t:al[payer ,;ho files an

3 individual or oorporat:e net: inoome t:al[ ret:urn for a t:al[able

4 year, may claim a t:al[ oredit: under t:his seot:ion against: t:he

5 I1a,;aii st:at:e individual or oorporat:e net: inoome t:alE. The t:al[

6 oredit: may be claimed as follm;s:

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

+±-J-- For ,dnd energy syst:ems t:hat: are inst:alled and pIaoed

in servioe aft:er Deoember 31, 1989, but: before July 1,

2003, t:he oredit: shall be t:llent:y per Gent: of t:he

aot:ual cosio;

~ For solar energy syst:ems t:hat: are inst:alled and plaoed

in servioe aft:er Deoember 31, 1989, but: before July 1,

2003, on nCd and Clrist:ing single family resident:ial

buildings, t:he oredit: shall be in an amount: not: t:o

elweed t:hirt:y five per Gent: or $1,750, ,;hiohever is

less, of t:he aot:ual oost: of t:he solar energy syst:em;

+3t For solar energy syst:ems t:hat: are inst:alled and pIaoed

in servioe aft:er Deoember 31, 1989, but: before July I,

2003, on ne,; and Clrist:ing mult:iunit: buildings used

primarily for resident:ial purposes, t:he oredit: shall

be in an amount: not: t:o Clweed t:hirt:y five per Gent: or
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$350 per building unit, Ilhiehe'J'er is less, ef the

aetual eest ef the sslar energy system;

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

+4} For solar energy systems that are installed and plaeed

in service after Deeember 31, 1989, but before July 1,

2003, in nOli and eldsting hotel, eommercial, and

industrial faeilities, ,the eredit .shall be in an

amount not to elfeeed thirty five per eent of the

aetual cest of the solar energy system;

~ For heat pumps that are installed and plaeed in

serviee after Deeember 31; 1989, but before July 1,

2003, in new and elfisting single family residential

buildings, the eredit shall be in an amount not to

elweed tllenty per eent or $400, 'dhiehever is less, of

the aetual eost of the heat pump;

~ For heat pumps that are installed and plaeed in

serviee after Deeember 31, 1989, but before July 1,

2003, in ne\o' and mdsting multiunit buildings used

primarily for residential purposes, the eredit shall

be in an amount not to elweed t'denty per eent or $200

per building unit, Ilhiohever is less, of the aetual

eost of the heat pump; provided that a lieensed

professional engineer reviOlIS the design of the system
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and pre'Jides a ,[ritten epinisn that the system, in

accordance with recognized engineering practice, is

designed to provide not less than ninety per cent of

the daily annual average hot water needs of all of the

occupants of the building;

6

7

8

9

10

11

12

~ For heat pumps that are installed and placed in

service after December 31, 1989, but before July 1,

2003, in ne'd and euisting hotel, ceffiffiercial, and

industrial facilities, the credit shall be in an

amount not to elweed t'denty per cent ef the actual

cost of the heat pump; and

+&t- For ice storage systems that are installed and placed

13 in service after December 31, 1990, but before July 1,

14 2003, the credit shall be in an amount not to elweed

15 fifty per cent of the actual cest of the ice storage

16 system.

17 The per unit of actual cost of a solar energy system or heat

18 pump referred to in subsection (b) (3) and (6) shall be

19 determined by ffiUltiplying the actual cost of the solar energy

20 system or heat pump installed and placed in service in the

21 multiunit building by a fraction, the nUffierator being the total

22 square feet of that unit in the multiunit building, and the
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1 deneminator Bein§ the total square feet of all the units in the

2 multiunit Buildin§.

3 If federal ener§y talE eredits similar to any of those

4 provided in para§raphs (1) to (8) are estaBlished after June 30,

5 1998, But Before July 1, 2003, then the state talE eredit

6 provided in the respeetive para§raph or para§raphs shall Be

7 redueed By the amount of the applieaBle federal ener§y talE

8 eredit.

9 (e) 'falE eredits shall apply only to the aetual eost of the

10 solar or ,<ind ener§y system, heat pump, or iee stora§e system,

11 ineludin§ their aeeessories and installation, and shall not

12 inelude the eost of eonsumer ineentive premiums unrelated to the

13 operation of the system or effered ,<ith the sale of the system

14 er heat pump. 'fhe talE eredit shall Be elaimed a§ainst net

15 ineome tal[ liaBility for the year in 'dhieh the solar or '.lind

16 ener§y system, heat pump, or iee stora§e system '"as purehased

17 and plaeed in use in lIa'daii. 'fal[ eredits that el[eeed the

18 talEpayer' s ineome talE liaBility may Be used as eredit a§ainst

19 the talEpayer' s ineome talE liaBility in sUBsequent years until

20 enl=iausted.

21 (d) 'fhe direetor of tal[ation shall prepare sueh forms as

22 may Be neeessary te elaim a eredit under this seetion. 'fhe
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1 directer may alse require the talEpayer te furnish reasenable

2 infermatien te ascertain the validity ef the claim fer credit

3 made under this sectien and may adept rules necessary te

4 effectuate the purpeses ef this sectien pursuant te chapter 91.

5 (e) As.usedin this seetien:

6 "Selar er Hind energy system" means any nC\; identifiable

7 facility, equipment, apparatus, er the like that eenverts se1ar

8 inselatien er llind energy te useful thermal er electrical energy

9 fer heating, eeeling, er reducing the use ef ether types ef

10 energy dependent upen fessil fuel fer their generatien.

11 "Heat pump" means an electrie pm;ered cempressien heating

12 system that entracts energy frem Harm ambient air er recevers

13 Haste heat te assist in the preductien ef het l;atcr.

14 "Ice sterage system" refers te ice banlEs er ether ceel

15 energy sterage tanks, centainers, accesseries, and centrels that

16 are specifically designed te stere ice er chilled fluids fer the

17 enpress purpese ef shifting the censumptien ef energy te eff

18 peak perieds."]

19 SECTION 16. Section 235-12.5, Hawaii Revised Statutes, is

20 repealed.

21 ["§2315 12.5 Rene,fal91e enerEJY t:eehnolo!Jies; ineome t:alE

22 credit:. .(a) When the requirements ef subsectien (d) are met,
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-I each individual or corporate talEpayer that files an individual

2 or corporate net income talE return for a talEable year may claim

3 a talE credit under this section against the Ilmvaii state

4 individual or corporate net income talL 'rhe talE credit may be

5 claimed for every eligible renG\Jable energy technology system

6 that is installed and plaeed in service in the State by a

7 talEpayer during the talEable year. 'rhe talE eredit may be claimed

8 as follmw:

9

10

11

12

+±+ For each solar energy system: thirty five per cent of

the actual cost or the cap amount determined in

subsection (b), Hhichever is less; or

~ For each ',lind pmiOred energy system: t'denty per cent

13 of the actual cost or the eap amount determined in

14 subsection (b), 'dhiehe'Jer is less;

15 pro'Jided that multiple mmers of a single system shall be

16 entitled to a single talE credit; and provided further that the

17 talE credit shall be apportioned betHeen the mmers in proportion

18 to their eontribution to the cost of the system.

19 In the ease of a partnership, S corporation, estate, or

20 trust, the talE credit allmvable is for every eligible renmJable

21 energy technology system that is installed and placed in service

22 in the State by the entity. 'rhe cost upon \/hich the talE credit
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1 is computcd shall bc dctcrmincdat the entity level.

2 Distribution and sharc of credit shall bc determincd ~ursuant to

3 section 235 110" 7 (a) .

4 (b) 'Phc amount of credit allol/ed for eaeh eligible

5 renO'olable energy technology system shall not elweed the

6 a~~licable ca~ amount, .I/hich is determined as follO'o;o:

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

~ If the ~rimary ~ur~ose of the solar energy system is

to use energy from the sun to heat "dater for household

use, then the oa~ amounts shall be:

~ $2,250 ~or system for single family residential

~ro~erty;

+B+ $350 ~er unit per system for multi family

residential property; and

+G+ $250,000 per system for oommercial property;

~ For all other solar energy systems, the cap amounts

shall be:

~ $5,000 per system for single family residential

property; provided that if all or a portion of

the system is used to fulfill the substitute

renOl/able energy technology requirement pursuant

to section 196 6.5 (a) (3), the credit shall be
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redueed by thirty five"per eent of the aetual

system cost or $2,250, Hhichever is less;

~ $350 per unit per system for multi family

residential property; and

+G+ $500,000 per system for cOlRIRercial property;

7

8

9

10

11

12

13

14

15

16

17

18

19

+3+- For all \lind pO>lered energy systems, the cap amounts

shall be:

+A+ $1,500 per system for single family residential

property; provided that if all or a portion of

the system is used to fulfill the substitute

renel:able energy teehnology requirement pursuant

to section 196 6.5 (a) (3), the credit shall be

reduced by blenty per cent of the actual system

cost or $1,500, \lhiehever is less;

~ $200 per unit per system for multi family

residential property; and

+G+ $500,000 per system for cOlRIRercial property.

(c) For the purposes of thi? section:

20 "Actual cost" means costs related to the renel/able energy

21 technology systems under subsection (a), including accessories

22 and installation, but not including the cost of consumer
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1 ineentive premiums unrelatea te tae eperatien of tae system or

2 offerea 'dita tae sale of tae system ana eosts fer 'daiea anotaer

3 ereait is elaimea unaer tais eaapter.

4 "I1ouseaola use" means any use to Haiea aeatea I.ater is

5 eommonly put in a resiaential setting, ineluaing eommereial

6 applieation of taose uses.

7 "Renmlable energy tecanology system" means a ne'd system

8 taat eaptures ana eonverts a renmlable souree of energy, suea as

9 solar or llina energy, into:

10

11

12

13

~ A usable souree of taermal or meeaanieal energy;

~ Eleetrieity; or

-B+ Fuel.

"Solar or llina energy system" means any iaentifiable

14 faeility, equipment, apparatus, or tae like taat eonverts solar

15 or 'dina energy to useful taermal or eleetrieal energy for

16 aeating, cooling, or reaueing tae use of other types of energy

17 taat are aepenaent upon fossil fuel for taeir generation.

18 (a) For talEable years beginning after Deeember 31, 2005,

19 tae aollar amount of any utility rebate saall be aeauetea from

20 tae eost of tae qualifying system ana its installation before

21 applying tae state tax ereait.

HB LRB lO-0334.doc

III~II ~IIIIIII~~IIII~Iil ~II~ 1~lllllmlllllllllllllll~~III~llilllilllll



1

Page 56

H.B. NO.~~7

(e) 'fRe E1irecter of talwtien sRal1 flreflare any ferms tRat

2 may be necessary te elaim a talf sreElit unEler tRis seetien,

3 ineluElin'3' ferms iElentifyin'3' tRe teeRnele'3'Y tYfle ef eacR talf

4 ereElit elaimeEi unEler tRis seetien, \.'RetRer for selar or \dnEi.

5 'fRe E1ireeter may also reEfuire tRe talfflayer to furnisR reasenable

6 infermation to aseertain tRe valiElity ef tRe elaim for ereElit

7 maEle unEler tRis seetion anEi may aEleflt rules necessary to

8 effeetuate tRe flurfleses ef tRis seetion flursuant te cRaflter 91.

9 (f) If tRe talf creElit unEler tRis seetion elweeEls tRe

10 talfflayer' s ineome talf liability, tRe elwess of tRe ereElit G'.Ter

11 liability may be us eel as a ereElit a'3'ainst tRe talfflayer' s ineome

12 tal[ liability in subseEfuent years until el[RausteEl, unless

13 etRendse eleeteEi by tRe talfflayer flursuant. te subseet.ion ('3') er

14 (R). P,11 claims fer t.Re tal[ ereElit. unEler tRis seet.ien,

15 ineluElin'3' amenEleEi elaims, sRal1 be fileEi on or before t.Re enEi ef

16 tRe t.\;elftR montR follo;vin'3' t.Re elese of t.Re t.alfable year fer

17 \vRiCR t.Re creElit may be claimeEi. Failure to cOHlflly \litR t.Ris

18 subsection sRal1 censt.it.ut.e a \;aiTJer ef t.Re ri'3'Rt. t.o claim t.Re

19 creElit..

20 ('3') Fer solar ener'3'Y syst.ems, a t.alfj3ayer may elect t.o

21 reEluce tRe eli'3'ible creElit. amount by t.Rirt.y fler cent anEi if t.Ris

22 reEluceEi amount elweeEls t.Re amount ef income t.alf flayment E1ue from
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1 the talEpayer, the Clwess of the eredit amount over payments due

2 shall be refunded ts the talEpayer; provided that talE eredit

3 amounts properly elaimed by a talEpayer 'dho has no ineome talE

4 liability shall be paid to the talEpayer; and pro7ided further

5 that no refund on aeeount of the talE eredit allO'<lOd by this

6 seetion shall be made for amounts less than $1.

7 The elee~ion required by this subseetion shall be made in a

8 manner preseribed by the direetor on the talEpayer' s return for

9 the talwble year in Hhieh the system is installed and plaeed in

10 ser7iee. A separate eleetien may be made for eaeh separate

11 system that generates a eredit. An eleetion enee made is

12 irre7oeable.

13 (h) Net,Jithstanding subsootion (g), fer any reneHable

14 energy teehnology system, an indi7idual talEpayer may eleot to

15 ha7e any elwess ef the eredit 07er payments due refunded to the

16 talEpayer, if:

17

18

19

20

21

+±+ All of the talEpayer' s ineome is ClWmpt frem taJEation

under seetion 235 7 (a) (2) or (3); or

-f-2+ The talEpayer's adjusted gross ineeme is $20,000 or

less (or $40,000 or less if filing a talE return as

married filing jointly);
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1 provided that tal! credits properly claimed by a tal,payer I.'ho has

2 no income tal, liability shall be paid to the tal!payer; and

3 provided further that no refund on account of the tal! credit

4 allmlOd by this section ohall be made for amounts less than $1.

5 A husband and Idfe Ilho do not file a j oint tal! return shall

6 only be entitled fo make this election to the el!tent that they

7 Iiould haTJe been entitled to make the election had they filed a

8 j oint tal! return,

9 The electien required by this subsection shall be made in a

10 manner prescribed by the director on the tal,payer' s return for

11 the tal,able year in lehich the system is installed and placed in

12 service. A separate election may be made for each separate

13 system that generates a credit. An election once made is

14 irrevocable.

15 (i) No tal!payer shall be allmlOd a credit under this

16 section for the portion of the rcnO'lable energy technology

17 system required by section 196 6.5 that is installed and placed

18 in service on any nO'I1y oonstructed single family residential

19 property authori~ed by a building permit issued on or after

20 January 1, 2818.

21 (j) To the el!tent feasible, using el!isting resources to

22 assist the energy effioiency policy revie'd and e7aluation, the
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1 department shall assist ;lith data eolleetion on 'the folloHing

2 for each talwble year:

3

4

5

6

7

8

9

10

11

12

+l+ The number of rene;mble energy technology systems that

ha':e qualified for a 'taH credi't during the calendar

year by:

+A+ Technology type; and

-fB+ TaHpayer type (corpora'te and individual); and

-(-&J- The 'total cos't of the talE credit 'to the State during

the talwble year by:

+A+ Technology type; and

-fB+ TaHpayer type.

(Ie) This sec'tion shall apply to eligible rene;/able energy

13 technology sys'tems 'that are installed and placed in service on

14 or after July 1, 2009. "J

15 SECTION 17. Section 235-15, Hawaii Revised Statutes, is

16 repealed.

17 [" [§235 15] TalE elOeeli:es '6s JillOSms'6e "6he JilulOehase sf' ehilel

18 Jilassen~elO lOes'6lOain'6 sys'6ems. (a) Any taHpayer "ho files an

19 individual income 'talE return for a talEable year may claim an

20 income taH eredit under this section against the IIaHaii state

21 individual net income taH.
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1 (b) The talE credit shall be $25; previded that the

2 talEpayer purchases ene er mere nCl< child passenger restraint

3 systems in the talE year fer Ilhieh the credit is preperly

4 claimed; and pre':ided that such restraint system can be shmo'fl te

5 be in substantial eonfermity I<ith speeifieatiens fer such

6 restraint systems set ferth by the federal metor ,:ehiele safety

7 standards "'hich \lere in effect at the time ef such purchase.

8 (eJ If the talE credit claimed by the talEpayer under this

9 section elweeds the ameunt of the ineeme talE payments due frem

10 the talEpayer, the elwess of credit eTJer payments d.ue shall be

11 refunded to the talEpayer; pro':ided that the talE credit preperly

12 claimed by a talEpayer 'dho has no ineeme talE liability shall be

13 paid to the talEpayer; and proTJided that ne refunds or payments

14 en account ef the tale credit allmwd by this section shall be

15 made for amounts less than $1.

16 (d) The director of talEatien shall F'repare such ferms as

17 may be necessary te claim a credit under this seetien, may

18 require proof of the claim fer the talE credit, and may adopt

19 rules pursuant to chapter 91.

20 (e) All of the pro':isions relating to assessments and

21 refunds under this chapter and under seetien 231 23(e) (1) shall

22 apply to the talE credit under this section.
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1 (fl Claims for the tall credit aRder this sectioR,

2 iRcladiRg aRy ameRded claims, shall be filed OR or before the

3 eRd of the t,wlfth mORth follmdRg the tauable year for 'dhieh

4 the credit may be claimed."]

5 SECTION 18. Sectiop 235-17, Hawaii Revised Statutes, is

6 repealed.

7 ["§235 17 Ue'6ien pie-eure, digi'6al media, and :film

8 pred1;1e'6ien ineeme '6an eredi'6. (a) ARy laH to the cORtrary

9 Rot,dthstaRdiRg, there shall be allmwd to each taupayer sabj ect

10 to the talles imposed by this chapter, aR iRcome tOll oredit "hioh

11 shall be dedactible from the tallpayer' s Ret iRcome tall

12 liability, if aRY, imposed by this chapter for the tOlwble year

13 iR "hioh the oredit is properly elaimed. The amoaRt of the

14 credit shall be:

15

16

17

18

19

20

21

22

+±t FifteeR per oeRt of the qaalified prodactioR eosts

iRoarred by a qaalified prodactioR iR aRy ooaRty of

the State ,dth a popalatioR of over seveR haRdred

thoasaRd; or

+&l- T"eRty per ceRt of the qaalified prodactioR eosts

iRoarred by a qaalified prodactioR iR aRy soaRty of

the State with a popalatioR of seveR haRdred thoasaRd

or less.
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1 A qualified produetioR oeeurriR~ iR more thaR ORe eouRty may

2 prorate its Ol,peRditures based UpOR the amouRts speRt iR eaeh

3 eouRty, if the populatioR bases differ eRou~h to ehaR~e the

4 pereeRta~e of tan eredit.

5 IR the ease of a partRership, 8 eorporatioR, estate, or

6 trust, the tan eredit allOlmble is for qualified produetioR

7 eosts iReurred by the eRtity for the tal,able year. 'Fhe eost

8 UpOR 'dhieh the tal, eredit is eomputed shall be determiRed at the

9 eRtity level. DistributioR aRd share of eredit shall be

10 determiRed by rule.

11 If a deduetioR is takeR uRder seetioR 179 (,lith respeet to

12 eleetioR to el,peRse depreeiable busiRess assets) of the IRterRal

13 ReveRue Code of 1986, as ameRded, RO tal, eredit shall be allO'olOd

14 for those eosts for 'dhieh the deduetioR is takeR.

15 'Fhe basis for eli~ible property for depreeiatioR of

16 aeeelerated eost reeO'.Tery system purposes for state iReome tanes

17 s!>all be redueed by the amouRt of eredit allOl..able aRd elaimed.

18 (b) 'Fhe eredit allOllOd uRder this seetioR shall be elaimed

19 a~aiRst the Ret iReome tal, liability for the tanable year. For

20 the purposes of this seetioR, "Ret iReome tan liability" meaRs

21 Ret iReome tal, liability redueed by all other eredits allo,lOd

22 uRder this ehapter.
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1 (c) If the tan credit under this sectisn enceeds the

2 tal~ayer's income tall liability. the ellcess of credits over

3 liability shall be refunded to the tanpayer; provided that no

4 refunds or payment on account of the tall credits allo'ded by this

5 section shall be made for amounts less than $1. All claims,

6 including any amended claims, for tall credits under this sestion

7 shall be filed on or before the end of the twelfth month

8 follo\Jing the close of the tanable year for \lhich the credit may

9 be claimed. Failure to comply \lith the foregoing provision

10 shall constitutc a 'daiver of the right to claim the credit.

11

12

13

14

15

16

17

18

19

20

21

22

(dl To qualify for this tan credit, a production shall:

+I+ Heet the definition of a qualified production

specified in subsection (1);

~ Have qualified production costs totaling at least

$200,000;

~ Provide the State, at a minimum, a shared card, end

title screen credit, \lhere applicable;

+4+ Provide evidence of reasonable efforts to hire local

talent and creH; and

-t§+ ·Provide evidence of financial or in kind contributions

or educational or Horkforce development efforts, in

partnership Hith related local industry labor
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erganizations, edueational institutions, or both,

tm;ard the furtheranee of the loeal film and

television and digital media industries.

4 (e) On or after July 1, 2006, no qualified produetion eost

5 that has been finaneed by investments for 'dhioh a oredit \;as

6 claimed by any tal!payer pursuant to seotion 235 110.9 is

7 eligible for oredits under this seotion.

8 (f) To reoeh"e the tal[ oredit, the talEpayer shall first

9 prequalify the produotion for the eredit by registering \lith the

10 department of business, eoonomio development, and tourism during

11 the development or preproduotion stage. Failure· to comply \lith

12 this provision may oonstitute a \;aiver of the right to· claim the

13 oredit.

14 (g) The direotor of tal[ation shall prepare forms as may be

15 neeessary to claim a oredit under this seotion. The direotor

16 may also require the tal!payer to furnish information to

17 asoertain the validity of the olaim for oredit made under this

18 seotion and may adopt rules neoessary to effeotuate the purposes

19 of this seotion pursuant to chapter 91.

20 (h) Every taJ!payer claiming a tal! oredit under this

21 seotion for a qualified produotion shall, no later than ninety

22 days follo\dng the end of eaoh talwble year in \lhioh qualified
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1 production costs ,,'ere elfpended, submit a \Jritten, SHorn

2 statement to the department of business, eeonomic development,

3 and tourism, identifying:

4

5

6

7

8

9

10

11

+±+ All qualified produet ion eosts as provided by

subseetion (a), if any, ineurred in the previous

taJwble year;

-R+ The amount of talE eredits elaimed pursuant to this

section, if any, in the previous talfable year; and

~ The number of total hires versus the number of loeal

hires by eategory (i.e., department) and by eounty.

(i) The department of business, eeonomie development, and

12 tourism shall:

13

14

15

16

17

18

19

20

21

+±+ Haintain reeords of the names of the talfpayers and

qualified produetions thereof elaiming the talf eredits

under subseetion (a);

-R+ Obtain and tetal the aggregate amounts of all

qualified production costs per qualified production

and per qualified production per talfable year; and

~ PrO'.Tide a letter to the director of talfation

specifying the amount of the talE credit per qualified

production for each taJEable. year that a talf credit is
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claimeE! aRE! the cumulative amouRt of the talE creE!it

for all years claimeE!.

3 UpOR each E!etermiRatioR requireE! uRE!er this subsectioR, the

4 E!epartmeRt of busiRess, ecoRomic E!evelopmeRt, aRE! tourism shall

5 issue a letter to the talEpayer, regarE!iRg the qualifieE!

6 proE!uctioR, specifyiRg the qualifieE! proE!uctioR costs aRE! the

7 talE ereE!it amouRt qualifieE! for iR each talwble year a talE

8 creE!it is claimeE!. 'Phe talEpayer for each qualifieE! proE!uctioR

9 shall file the letter ,dth the talEpayer' stalE returR for the

10 qualifieE! proE!uctioR to the E!epartmeRt of talEatioR.

11 NotwithstaRE!iRg the authority of the E!epartmeRt of busiRess,

12 ecoRomic E!evelopmeRt, aRE! tourism uRE!er this sectioR, the

13 E!irector of talEatioR may auE!it aRE! aE!j ust the talE creE!it amouRt

14 to cORform to the iRformatioR fileE! by the talEpayer.

15 (j) 'Potal talE creE!its claimeE! per qualifieE! proE!uctioR

16 shall Rot elweeE! $8,000,000.

17 (lE) QualifieE! proE!uctioRS shall comply ·.Iith subsectioRs

18 (E!) , (e), (f), aRE! (h).

19

20

(1) For the purposes of this section:

"Commercial":
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1

2

3

4

5

6

7

+±t P1eans an advertising message that is filmed using

film, videotape, or digital media, for dissemination

via television broadcast or theatrical distribution;

~ Includes a series of advertising messages if all parts

are produced at the same time over the eourse of si,t

consecutive \Jee!cs; and

+3+ Does not include an adT:ertising message \Jith

8 Internet only distribution.

9 "Digital media" means production methods and platforms

10 directly related to the ereation of cinematic imagery and

11 eontent, specifieally using digital means, including but net

12 limited to digital cameras, digital sound equipment, and

13 cemputers, to be delivered via film, videotape, interactive game

14 platform, or other digital distribution media (mwluding

15 Internet only distribution) .

16 "Post production" means productien activities and services

17 conducted after principal photography is completed, ineluding

18 but not limited to editing, film and video transfers,

19 duplication, transeoding, dubbing, subtitling, credits, closed

20 captioning, audio production, special effects (visual and

21 sound), graphies, and animation.
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1 "ProduetioR" meaRS a series of activities that are directly

2 related to the ereatioR of visual aRd eiRematie imagery to be

3 delivered via film, videotape, or digital media aRd to be sold,

4 distributed, or displayed as eRtertaiRmeRt or the advertisemeRt

5 of products for mass public eORsumptioR, iReludiRg but Rot

6 limited to seriptiRg, eastiRg, set desigR aRd eORstruetioR,

7 traRsportatioR, videography, photography, souRd reeordiRg,

8 iRteraetive game desigR, aRd post produetioR.

9 "Qualified produetioR":

10 +H- HeaRs a produetioR, ',lith eJ[peRditures iR the State,

11 for the total or partial produetioR of a feature

12 leRgth motioR picture, short film, made for televisioR

. commercial, music videe, iRteraetive game,mov~e,13

14 televisioR series pilot, siRgle seaSOR (up to

15 tlWRty blo episodes) of a televisioR series regularly

16 filmed iR the State (if the Rumber of episodes per

17 siRgle seaSOR elEeeeds tweRty two, additioRal episodes

18 fer the same seaSOR shall eORstitute a separate

19 qualified produetioR), televisioR special, siRgle

20 televisioR epissde that is Rot part of a televisioR

21 series regularly filmed or based iR the State,

22 RatioRal magaziRe ShOll, or RatioRal talk ShOll. For
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the pm?peses of subsectioFls (dl' aFld (j l, cach of the

aforemeFltioFled qualified productioFl categories shall

cOFlstitute separate, iFldividual qualified productioFlS;

5 +&l- Docs FlOt iFlclude: daily Flelm; public affairs programs;

6 FlOFl FlatioFlal magaziFle or talk sholm; telC';ised

7 sportiFlg eveFlts or activities; productioFlS that

8 solicit fUFlds; productioFlS produced primarily for

9 iFldustrial, corporate, iFlstitutioFlal, or other private

10 purposes; aFld productioFlS that iFlclude aFlY material or

11 performaFlce prohibited by chapter 712.

12 "Qualified productioFl costs" meaFlS the costs iFlcurred by a

13 qualified productioFl withiFl the State that arc subject to the

14 geFleral el[cise talE uFlder chapter 237 or iFlcome tal[ uFlder this

15 chapter aFld that have FlOt beeFl fiFlaFlced by aFlY iFlvestmeFlts for

16 IJhich a credit lJaS or' lIill be claimed pursuaFlt to sectioFl

17 23§ 110.9. Qualified productioFl costs iFlclude but arc FlOt

18 limited to:

19

20

21

22

+±t Costs iFlcurred duriFlg preproductioFl such as locatioFl

SCOUtiFlg aFld related services;

+&l- Costs of set cOFlstructioFl aFldoperatioFls, purchascs or

reFlta1s of 'o/ardrobe, props, accessories, food, office
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supplies, traRsportatioR, equipmeRt, aRd related

services;

3

4

5

6

7

8

9

10

11

12

-t3+ Wages Or salaries of oast, Orml, aRd musioiaRs;

~ Costs of photography, souRd syRohroRizatioR, lightiRg,

aRd related servioes;

+&r Costs of editiRg, visual effeots, musio, other post

produotioR, aRd related servioes;

+6r ReRtals aRd fees fOr use of looal faoilities aRd

looatioRs;

+++ ReRtals of ,-"ehioles aRd lodgiRg fOr east aRd Orml;

+8+ Airfare fOr flights to Or from Ilmmii, aRd iRterislaRd

flights;

13 +9+ IRsuraRoe aRd bORdiRg;

14 +±-9-l- ShippiRg of equipmeRt aRd supplies to Or from Ila\mii,

15 aRd iRterislaRd shipmeRts; aRd

16 +±±+ Other direot produotioR costs speoified by the

17

18

19

departmeRt iR oORsultatioR with the departmeRt of

busiRess, eooRomio de,-"elopmeRt, aRd tourism."]

SECTION 19. Section 235-19, Hawaii Revised Statutes, is

20 repealed.

21 ["[§235 19] ElEelOl"1;iena1 1;Eees; 1;alE eieeiue1;ien. (a)

22 Sub) eot to subseotioR (b), there sRall be allO\l8d as a deduotioR

HB LRB 10-0334.doc

IIIII~~IIIII~~1~11~11111~1~!lIIm~ll~III!I!IIII~~IIII~IIIIII~I~III



Page 71

H.B. NO. ;2.$"1

1 from gross ineome tfie amount, not to Olweeel $3,000 per

2 e,weptional tree, for amounts paiel, enelueling interest paiel or

3 aeerueel tfiereon, eluring tfie tmwble year by an inelivielual

4 ta,[payer for enpenelitures to maintain, on tfie tanpayer' s real

5 property, eaefi e,weptional tree tfiat fias been elesignateel by tfie

6 eounty arborist aelvisory eOlRlRittee uneler ofiapter 58 as an

7 e,weptional tree.

8 (b) No eleeluetion sfiall be allO\JOel to eneeeel tfie amount of

9 e,~enelitures eleemeel reasonably neeessary by a eertifieel

10 arborist. No eleeluetion sfiall be allO\JOel in more tfian one

11 tanable year out of every tfiree eonseeuti':e ta,wble years.

12 (e) Tfie elireetor of tanation sfiall prepare suefi forms as

13 may be neeessary to elaim a tan eleeluetion uneler tfiis seetion,

14 may reEfuire proof of tfie el;;lim for tfie tan eleeluetion, inelueling

15 an affielavit signeel by tfie eertifieel arborist, anel may aelopt

16 rules pursuant to efiapter 91.

17 (el) For tfie purpose of tfiis seetion, tfie term "eneeptional

18 tree" sfiall fiave tfie same meaning as elefineel in seetion 58 3. "]

19 SECTION 20. Section 235-55.91, Hawaii Revised Statutes, is

20 repealed.

21 ["§235 55.91 Credi'E ;fer empleymen'E e;f ·.."eea'Eienal

22 rehaeili'Ea'Eien re;ferrals.
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1 ta1[payer subj eet to the taH ilRj30sed by this chapter, a credit

2 for elRj3loymeRt of vocatioRal rehabilitatioR referrals "hich

3 shall be deductible from the ta1[payer' s Ret iRcome ta1[

4 liability, if aRY, ilRj30sed by this chapter for the ta1wble year

5 iR ,chich the credit is properly claimed.

6 (b) The amouRt of the credit determiRed uRder this sectioR

7 for the ta1wble year shall be equal to t'oIeRty per ceRt of the

8 qualified first year \Cages for that year. The amount of the

9 qualified first year "ages ,,'hich may be takeR iRto accouRt ,;ith

10 respect to aRY iRdividual shall Rot e1weed $ 6,000,

11 (c) For purposes of this sectioR:

12 "HiriRg date" meaRS the day the vocatioRal rehabilitatioR

13 referral is hired by the elRj3loyer.

14 "Qualified first year Hages" meaRS, Ilith respect to aRY

15 vocatioRal rehabilitatioR referral, qualified "ages attributable

16 to serviee reRdered duriRg the ORe year period begiRRiRg "ith

17 the day the iRdividual' begiRs ,wrJ, for the employer.

18 "Qualified "ages" meaRS the ,;ages paid or iRcurred by the

19 employer duriRg the taHable year to aR iRdividual ,lho is a

20 vocatioRal rehabilitatioR referral aRd more thaR ORe half of the

21 "ages paid or iRcurred for such aR iRdividual is fsr services

22 performed iR a trade or busiRess of the elRj3lsyer.

HB LRB lO-0334.doc

III~I~I~I!I~III~~~I~IIII~IIII~m~l~~11I~llillll~~IIIIIIIII~I
"



Page 73 H.B. NO. ~~7

1 "Vecational Eehabilitation EefeEEal" means any individual

2 Ilho is ceEtified by the depaEtment of human seEvices vocational

3 rehabilitation and seEvices fOE the blind division in

4 consultation \dth the Ila\laii state employment seEviee of the

5 depaEtment of laboE and industEial Eelations as:

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

+±+ IlavinEJ a physical OE mental disability Ilhich, fOE such

individual, constitutes OE Eesults in a substantial

handicap to emplojwent; and

+3+ IlavinEJ been EefeEEed to the emp,/-oyeE upon completion

of (OE "hile Eecei'JinEJ) Eehabilitative seEvioes

pUEsuant to:

-fAl- P,n individualized 'oIEitten Eehabilitation plan

undeE the State's plan fOE vocational

Eehabilitation seE'Jices appEo'Jed undeE the

Rehabilitation Act of 1973, as amended;

+B+ A pEoEJEam of 'Jocational Eehabilitation oaEEied

out undeE chapteE 31 of ~itle 38, United States

Code; OE

-te+ An indi'Jidual "oEk plan de'Jeloped and implemented

by an employment nebloEk pUEsuant to subsection

(EJ) of section 1148 of the Social SecuEity Act,
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as amended, \:ith respeet to '",hieh the

requirements of such subseetion are met.

3 "Wages" has the meaning gi7en to sueh term by seetion

4 3306 (b) of the Internal ReT:enue Code (determined 'l/ithout regard

5 to any dollar limitation contained in the Internal Re7enue Code

6 seetion). "Wages~' shall not inelude:

7 +±+ Amounts paid or incurred by an employer for any period

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

to any voeational rehabilitation referral for \Jhom the

employer reeei7es state or federally funded payments

for on the job training of the individual for the

period;

-R+ ]',)nounts paid to an employer (ho'",eT:er utilized by the

employer) for any 7oeational rehabilitation referral

under a program established under seetion 414 of the

Soeial Seeurity Aet; and

~ If the priReipal place of employmeRt is at a plaRt or

faeility, aRd there is a strilEe or loekout iR701viRg

7ocatioRal rehabilitation referrals at the plaRt or

facility, amouRts paid or iReurred by the employer to

the 7oeatioRal rehabilitatioR referral for ser7iees

\Jhich are the same as, or substaRtially similar to,

those ser7iees performed by employees partieipatiRg
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iFl, er affected by, the strike or lookout duriFlg the

period of strike or lookout.

3 (dl The followiFlg shall apply to oertifioatioFls of

4 vooatioFlal rehabilitatioFl referrals:

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

+±t AFl iFldividual shall FlOt be treated as a vooatioFlal

rehabilitatioFl referral uFlless, OFl or before the day

OFl '"hioh the iFldividual lsegiris '"ork for the employer,

the employer:

+At lias received a oertifieatioFl from the departmeFlt

of humaFl services vooatioFlal rehabilitatioFl aFld

servioes for the bliFld divisioFl that the

iFldividual is a qualified vooatioFlal

rehabilitatioFl referral; or

-fB+ lias requested iFl l/ritiFlg the oertifioatioFl from

the departmeFlt of humaFl services vooatioFlal

rehabilitatioFl aFld services for the bliFld

divisioFl that the iFldividual is a qualified

vooatioFlal rehabilitatioFl referral.

For purposes of the preoediFlg seFlteFloe, if OFl or

before the day OFl Hhioh the iFldividual begiFls Hork for

the employer, the iFldividual has reoeived from the

departmeFlt of humaFl servioes vocatioFlal rehabilitatioFl

HB LRB lO-0334.doc

IIIII~III~~ IIII~IIIIIII~I~IIII ~~mlll~IIIIII!IIIIIIIIII~II~III~IIII~I~111
"



1

2

3

4

5

Page 76 H.B. NO. ~7

and sep:ioes for the blind division a Ilritten

preliminary determination that the individual is a

vooational rehabilitation referral, then "the fifth

day" shall be substituted for "the day" in the

preoedin~ sentenoe.

6

7

8

9

10

11

12

13

14

15

16

17

18

+&r If an individual has been oertified as a vooational

rehabilitation referral and the oertifisation is

inoorreot beoause it 'das based on false information

provided by the individual, the oertifioation shall be

revoked and ;;a~es paid by the employer after the date

on Ilhioh notioe of revooation is reoeived by the

employer shall not be treated as qualified ;;a~es.

~ In any request for a.oertifioation of an individual as

vooational rehabilitation referral, the employer shall

eertify that a ~ood faith effort lJaS made to determine

that suoh individual is a vooational rehabilitation

referral.

(e) 'Phe follOldn~ lJa~es paid to ':ooational rehabilitation

19 referrals are ineli~ible to be olaimed by the employer for this

20 oredit:
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

+±+ No Ila§'es shall be taken into aecount unEler this

section Idth resj3ect to a vocational rehabilitation

referral I,'ho:

+A+ Bears any of the relationshij3s ElescribeEl in

section 152(a) (1) to (8) of the Internal Revenue

CoEle to the taJEj3ayer, or, if the taJEj3ayer is a

corj3oration, to an inEliviElual '"ho OIIRS, Elirectly

or inElirectly, more than fifty j3er cent in ~alue

of the outstanElin§, stoclE of the corj3oration

(EletermineEl '"ith the aj3j3lication of section

267(c) of the Internal Revenue CoEle);

+B+- If the taJEj3ayer is an estate or trust, is a

grantor, beneficiary, or fiEluciary of the estate

or trust, or is an inEliviElual Ilho bears any of

the relationshij3s ElescribeEl in seetion 152(a) (1)

to (8) of the Internal Revenue CoEle to a §'rantor,

beneficiary, or fiEluciary of the estate or trust;

-te+- Is a Elej3enElent (ElescribeEl in section 152 (a) (9) of

the Internal Revenue CoEle) of the taJEj3ayer, or,

if the taJEj3ayer is a corj3oration, of an

inEliviElual ElescribeEl in subj3aragraj3h (A), or, if
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the tal!payer is aR estate or trust, of a graRtor,

beRefieiary, or fidueiary of the estate or trust.

3

4

5

6

7

8

9

10

11

12

13

14

15

16

+2+ No ,,'ages shall be takeR iRto aecouRt uRder this

sectioR with respect to aRy vocatioRal rehabilitatioR

referral if, prior to the hiriRg date of the

individual, the individual had been employed by the

employer at aRy time during whieh the individual '.las

not a voeational rehabilitation referral.

+3-J-- No wages shall be taken into aoeount under this

seotioR Ilith respeet to any voeational rehabilitation

referral unless sueh individual either:

1 d b th 1 t least Rinetv davs;+A+ Is emp oyeye emp oyer a 1 1

-fB+ lias eompleted at least one hundred bleRty hours

of serviees performed for the employer.

(f) In the ease of a sueeessor employer referred to in

17 seetion 3306 (b) (1) of the InterRal Revenue Code, the

18 determiRatioR of the amount of the tal! credit allmlable under

19 this section >lith respeet to Hages paid by the sueeessor
(

20 employer shall be made in the same manRer as if the ,Iages 'dere

21 paid by the predecessor employer referred to in the seetion.

HB LRB lO-0334.doc

IIIII~ ~1111~1~~IIIIIIIIIII~II~I~I~m~II~IIIIII~IIIIIIII~IIII~IIIIII
"



Page 79 0 ·')0.'7H.B. N . r-u

1 (g) No credit shall be determined under this section Ilith

2 respect to \lages paid by an employer to a TJocational

3 rehabilitation referral for services performed by the individual

4 for another person unless the amount reasonably ellpected to be

5 received by the employer for the services from the other person

6 ellceeds the \lages paid by the employer to the individual for

7 such services.

8 (hI The credit allowed under this section shall be claimed

9 against net income tall liability for the tallable year. P, tall

10 credit under this section IJhich Q1weeds the tallpayer' s income

11 tall liability may be used as a credit against the tallpayer' s

12 income tall liability in subsequent years until ellhausted.

13 (il P,ll claims for tall credits under this section,

14 including any amended claims, shall be filed on or before the

15 end of the t\lelfth month follOlling the close of the tallable year

16 for Ilhish the sredits may be claimed. Failure to comply 'dith

17 the foregoing provision shall constitute a waiver of the right

18 to claim the credit.

19 (j I No deduction ohall be allOllCd for that portion of the

20 wages or salaries paid or incurred for the tallable year that is

21 equal to the amount of the credit determined under this section.
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1 (k) The director of tal,ation may adopt any rules under

2 chapter 91 and ferms necessary to carry out this section."]

3 SECTION 21. Section 235-110.2, Hawaii Revised Statutes, is

4 repealed.

5 ["§235 111;).2 Creai:!; far sehaal repair aRa m-aiR'EeRaRee.

6 (a) There shall be allswed te each tal~ayer licensed under

7 chapter 444, 4603, er 464, ,..he is subject to the tal, imposed by

8 this chapter, and does not m;e the State delinquent taHes,

9 penalties, or interest, a credit fer contributions ef in kind

10 services for the repair and maintenance of public schools

11 provided by the licensed tal,payer in IIa,;aii. The eredit shall

12 be deductible from the taHpayer' s net income tal, liability, if

13 any, imposed by this chapter for the taJwble year in Hhich the

14 credit is properly claimed.

15 (bl The amount of the credit determined under this section

16 for the tal,able year shall be equal to ten per cent of the T:alue

17 of contributions of in kind services to the IIa,;aii school rcpair

18 and maintenance fund for that talwble year; provided that the

19 aggregate value of the contributions of in l,ind services claimcd

20 by a taHpayer shall not elweed $40,000.

21 (c) For purposes of this section:
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1 "Publio sOHools" Has tHe same meaninEJ as defined in seetion

2 302A 101.

3 "Value of oontributions of in kind servioes" means tHe fair

4 market value of unoompensated ser'J'ioes or labor as determined

5 and oertified by tHe department of aooountinEJ and EJeneral

6 sep:ioes.

7 (dl 'PHe oredit allmlGd under tHis seotion sHall be olaimed

8 aEJainst net inoome tal[ liability for tHe tal[able year. A tal,

9 credit under tHis scction \.'HioH Glweeds tHe tal[payer's income

10 tal[ liability may be used as a credit aEJainst tHe tal,paycr' s

11 income tal[ liability in subsequent years until el,Hausted.

12 (e) All claims for tal, credits under tHis section,

13 includinEJ any amendcd claims, sHall be filed on or before tHC

14 end of tHe t\lelftH montH follmJinEJ tHe olose of tHC talwble year

15 for 'dHicH tHe orcdits may be olaimed. Failure to oomply \litH

16 tHe foreEJoinEJ pr,ovision sHall oonstitute a 'daiver of tHe riEJHt

17 to olaim tHe orcdit.

18 (fl 'PHe department of eduoation sHall maintain rccords of

19 tHe names of tal[payers eliEJible for tHe credit and tHe total

20 value of in kind services oontributed for tHe repair and

21 maintenance of public sCHools for tHe tal[able year. All

22 oontributions sHall be 'J'erified by tHe department of education.
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1 Tfie departmeRt of eduoatioR sfiall total all oORtributioRS tfiat

2 tfie departmeRt of educatioR certifi~s. UpOR eacfi determiRatioR,

3 tfie departmeRt of educatioR sfiall issue a certificate to tfie.

4 ta,[payer certifyiRg:

5

6

7

8

+±+ Tfie amouRt of tfie cORtributioR;

+&J- Tfiat tfie ta,[payer is liceRsed uRder cfiapter 444, 460J,

or 464; aRd

+3+ Tfiat tfie tanpayer fias obtaiRed a curreRt aRd valid

9 certificate sigRed by tfie director of ta,[atioR,

10 Sfio><iRg tfiat tfie tanpayer does not O>ie tfie State any

11 delinqueRt ta,[es, peRalties, or iRterest.

12 . Tfie tanpayer sfiall file tfie certificate from tfie department

13 of educatioR liitfi tfie tanpayer' s ta,[ returR 'ditfi tfie departmeRt

14 of tmwtion. Wfien tfie total amount of certified contributioRS

15 reacfies $2,§00,000, tfie departmeRt of educatioR sfiall

16 immediately discQRtiRue certifyiRg cORtributions aRd Rotify tfie

17 department of ta,wtioR. IR RO instaRce sfiall tfie total amouRt

18 of certified cORtributions O1weed $2, §OO, 000 for eacfi tmwble

19 year.

20 (g) Tfie State sfiall provide not more tfiaR $2§0,000 iR tan

21 credits for cORtributioRS of iR kind services iR lIalJaii for tfie

22 repair and maintenaRce of public scfiools.
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1 (h) The director of tGlwtion shall j3rej3are any forms that

. 2 may be necessary to allm.' a credit to be claimed under this

3 section. "]

4 SECTION 22. Section 235-110.3, Hawaii Revised Statutes, is

5 repealed.

6 ["3\235 110.3 Ethanel fae:il:iisy "ta,. e:r:eEi:i"t. (a) Each year

7 during the credit j3eriod,there shall be allolled to each

8 talEpayer subj ect to the taltCS imposed by this chapter, an

9 ethanol facility talE credit that shall be applied to the

10 tal[payer's net income talE liability, if any, imposed by this

11 chapter for the tal[able year in 'dhich the credit is properly

12 claimed.

13 For each qualified ethanol production facility, the annual

14 dollar amount of the ethanol facility tal[ credit during the

15 eight year period shall be equal to thirty per cent of its

16 nameplate capacity if the nameplate caj3acity is greater than

17 five hundred thousand but less than fiftecn million gallons. A

18 talEpayer may claim this credit for each qualifying ethanol

19 facility; provided that:

20

21

22

+±+- The claim for this credit by any tGlEpayer of a

qualifying ethanol j3roduction facility shall not

elweed one hundred per cent of the total of all
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investments made by the tal(payer in the qualifying

ethanol production facility during the credit period;

3

4

5

6

7

8

9

10

11

~ The qualifying ethanol production facility operated at

a level of produetion of at least seventy five per

cent of its nameplate eapacity on an anaualized basis;

~ The qualifyiag ethanol produetion facility is in

produetioa oa or before January 1, 2017; and

+4+ No talEpayer that elaims the eredit under this seetion

shall elaim any other talE eredit under this ehapter

for the same talwble year.

(bl As used in this seetion:

12 "Credit period" means a malEiRlUm period of eight years

13 beginning from the first talwble year in "hieh the qualifying

14 ethanol produet ion facility begins produetion even if aetual

15 produet ion is not at seventy five per eent of nameplate

16 eapaeity.

17 "Investment" means a nonrefundable eapital el(penditure

18 related to the development and construetion of any qualifying

19 ethanol produetion faeility, ineluding proeessing equipment,

20 Haste treatment systems, pipelines, and liquid storage tanks at

21 the faeility or remote loeations, ineluding elEpansions or

22 modifieations. Capital el(penditures shall be those direet and
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1 certain inElirect costs EletermineEl in accorElance ,cith section

2 263A of the Intcrnal Revenue CoEle, relating to uniform

3 capitalization costs, but shall not incluEle Olfpenses for

4 compensation paiEl to officers of the talfpayer, pension anEl other,

5 relateEl costs, rent for lanEl, the costs of repairing anEl

6 maintaining the equipment or facilities, training of operating

7 personnel, utility costs Eluring construction, property taJfOS,

8 costs relating to negotiation of cOlRlRercial agreements not

9 relateEl to Elevelopment or construction, or service costs that

10 can be iElentifieEl specifically with a service Elepartment or

11 function or that Elirectly benefit or are incurreEl by reason of a

12 servic'e Elepartmcnt or function. For the purposes of Eletermining

13 a capital eJfpenEliture unEler this section, the provisions of

14 section 263A of the Internal Revenue CoEle shall apply as it reaEl

15 on Harch 1, 2004. For purposes of this section, iR'Jestment

16 eJwluEles lanEl costs anEl incluEles any iR'Jestment for lIhich the

17 taJfpayer is at risk, as that term is useEl in section 46§ of the

18 Internal Re7enue CoEle (,cith respect to EleEluctions limiteEl to

19 amount at risk).

20 ' "~lameplate capacity" means the qualifying ethanol

21 proEluction facility's proEluction Elesign capacity, in gallons of

22 motor fuel graEle ethanol per year.
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1 "Net incomc tax liability" mcans nct incomc tau liability

2 rcaucca by all otacr Crcaits allo\Vca unaCr tais Caaj3tcL

3 "Qualifying ctaanol j3roauction" mcans etaanol j3roaucea from

4 renelwble, organic feeastocks, Or Iwste materials, incluaing

5 municij3al solia \Vastc. All qualifying j3roauction saall be

6 fermentea, aistillea, gasifiea, Or j3roaucea by j3aysical caemical

7 conversion metaoas suca as reformation ana catalytic conversion

8 ana aeayaratea at tae facility.

9 "Qualifying etaanol j3roauction facility" Or "facility"

10 means a facility locatea in IIa'daii ;;aica j3roauces motOr fuel

11 graae etaanol meeting tae minimum sj3ecifications by the American

12 Society of Testing ana Platerials stanaara D 4806, as amenaea.

13 (cJ In tae case of a tauable year in IJaica tae cumulati'Je

14 claims fOr tae creait by tae tauj3ayer of a qualifying etaanol

15 prOauction facility Clweeas tae cumulati'Je iWJestment maae in

16 tae qualifying etaanol proauction facility by tae ta,rj3ayer, only

17 taat pOrtJon taat aoes not e,weea tae cumulative investment

18 saall be claimea ana allm/ea.

19 (a) Tae aepartment of business, economic aevelopment, ana

20 tourism saall:

21

22

~ Plaintain recoras of tae total amount of in'Jestment

maae by eaca ta,rpayer in a facility;
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1

2

3

4

5

~ Verify the amount of the qualifying investment;

~ Total all qualifying and cumulative investments that

the department of business, economic development, and

tourism eertifies; and

-f4-J- Certify the total amount of tfie tan eredit for eaeh

20

6 tanable year and tfie eumulative amount of tfie tal!

7 eredit during tfie credit period.

8 Upon eacfi determination, tfie department of business,

9 eeonomic development, and tourism sfiall issue a eertifieate to

10 tfie tanpayer TJerifying tfie qualifying investment amounts, the

11 credit amount certified for eaefi talwble year, and tfie

12 cumulative amount of tfie tan er.edit during tfie eredit period.

13 Tfie tanpayer sfiall file tfie eertifieate ;litfi tfie tanpayer' stan

14 return >litfi tfie department of talwtion. NotHitfistanding tfie

15 department of business, economie development, and tourism's

16 eertifieation autfiority under tfiis seetion, tfie director of

17 tanation may audit and adjust eertifieation to eonform to tfie

18 faets.

19 If in any year, tfie annual amount of certified eredits

reaefies ~12,OOO,OOO in tfie aggregate, tfie department of
-I

21 business, eeonomic development, and tourism sfiall immediately

22 discontinue certifying eredits and notify tfie department of
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1 tanation. In ne instance shall the total ameunt of certified

2 credits Olweed $12, 000, 000 per year. Notl/ithstanding any other

3 1m; to the contrary, this information shall be available for

4 public inspection and dissemination under chapter 92F.

5 (e) If the credit under this section enceeds the
~

6 tanpayer' s income talE . liability, the Olwess of credit over

7 liability shall be refunded to the talEpayer; pro'Jided that no

8 refunds or payments on acco\l;.nt of the talE credit allmlOd by this

9 section shall be made for amounts less than $1. All claims for

10 a credit under this section must be properly filed on or before

11 the end of the twelfth month follol/ing the close of the talE~ble

12 year for 'dhich the credit may be claimed. Failure to comply

13 with the foregoing provision shall constitute a I/aiver of the

14 right to claim the credit.

15 (f) If a qualifying ethanol production facility or an

16 interest therein is acquired by a tal~ayer prior to the

17 el~iration of the credit period, the credit allowable under

18 subsection (a) for any period after such acquisition shall be

19 equal to the credit that \lOuld have been allmlable under

20 subsection (a) to the prior talEpayer had the tanpayer not

21 disposed of the interest. If an interest is disposed of during

22 any year for 'dhich the credit is allo\lable under subsection (a),
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1 the credit shall be allowable betweeR the parties OR the basis

2 of the Rumber of days duriR~ the year the iRterest \WS held by

3 each talfpayer" IR RO case shall the eredit allo;Jed uRder

4 subsectioR (a) be allowed after the e1~iratioR of the credit

5 period.

6 (~) GRce the total Rameplate capacities of qualifyiR~

7 ethaRol productioR facilities built withiR the State reaches or

8 C1weeds a level of forty millioR ~alloRs per year, credits uRder

9 this sectioR shall ROt be allO'llCd for Re'd ethaRol productioR

10 facilities. If a Rew facility's productioR capacity would cause

11 the statClJide ethaRol productioR capacity to C1weed forty

12 millioR ~alloRs per year, oRly the ethaRol productioR capacity

13 that does ROt e1weed the statCliide forty millioR ~alloR per year

14 level shall be eli~ible for the credit.

15 (h) Prior to cORstructioR of aRy"ReW qualifyiR~ ethaRol

16 productioR facility, the talfpayer shall provide \iritteR Rotice

17 of the taJEpayer' s iRteRtioR to be~iR cORstructioR of a

18 qualifyiR~ ethanol production facility. ~he informatioR shall

19 be provided to the departmeRt of talfatioR aRd the departmeRt of

20 busiRess, ecoRomic developmeRt, aRd tourism OR forms provided by

21 the departmeRt of busiRess, ecoRomic developmeRt, aRd tourism,

22 aRd shall iRclude iRformatioR OR the ta1Epayer, facility
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1 location, facility production capacity, anticipated production

2 start date, and the tal!payer' s contact information.

3 NotHithstanding any other laH to the contrary, this information

4 shall be available for public inspection and dissemination under

5 ehapter 92F.

6 (i) 'Phe taHpayer shall pro':ide "ritten notice to the

7 director of tal!ation and the director of business, economic

8 development, and tourism \Iithin thirty days follOlling the start

9 of production. 'Phe notice shall include the production start

10 date and Ol!pected ethanol fuel production for :the neHt t"enty

11 four months. NotHithstanding any other lall to the contrary,

12 this information shall be available for public inspection and

13 dissemination under chapter 92F.

14 (j) If a ~ualifying ethanol production facility fails to

15 achieve an average annual produetion of at least seventy five

16 per eent of its nameplate capacity for tliS eonsccutive years,

17 thc stated capacity of that facility may be revised by the

18 directer of business, economic development, and teurism to

19 reflect actual production for the purposes ef determining

20 statmlide production capacity under subsection (g) and allOllable

21 credits for that facility under subsection (a). Notllithstanding

22 any other laH to the contrary, this inforfllation shall be
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1 available for public iaspectioa aad dissemiaatioa uader chapter

3 (]c) Each caleadar year duriag the credit period, the

4 ta,Epayer shall provide· iaformatioa to the director of busiaess,

5 ecoaomic de7elopmeat, aad·tourism oa the aumber of galloas of

6 ethaaol produced aad sold duriag the pre7ious caleadar year, hm/

7 much "as sold ia Ilmo'Cii 7ersus 07erseas, feedstocks used for

8 ethaaol productioa, the aumber of employees of the facility, aad'

9 the projected aumber of galloas of ethaaol productioa for the.

10 succeediag year.

11 (1) Ia the case of a partaership, 8 corporatioa, estate,

12 or trust, the taJE credit allm;able is for every qualifyiag

13 ethaaol productioa facility. 'Fhe cost upoa IVhich the ta,E credit

14 is computed shall be determiaed at the eatity le7el.

15 Distributioa aad share of credit shall be determiaed pursuaat to

16 sectioa 235 110.7 (a) .

17 (m) FolloHiag each year ia \/hich a credit uader this

18 sectioa has beea claimed, the director of busiaess, ecoaomic.

19 de7elopmeat, aad tourism shall submit a \Irittea report to the

20 g07eraor aad legislature regardiag the productioa aad sale of

21 ethaaol. 'Fhe report shall iaclude:
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1

2

3

4

5

6

7

+±+ ~he number, loeation, and nameplate eapacities of

qualifyin~ ethanol produetion faeilities in the State;

~ ~he total number of ~allons of ethanol produced and

sold durin~ the previous year; and

~ ~he projeeted number of ~allons of ethanol produetion

for the sueeeedin~ year.

(n) ~he direetor of talwtion shall prepare forms that may

8 be neeessary to elaim a eredit under this seetion.

9 Not,dthstandin~ the department of business, eeonomic

10 development, and tourism's eertifieation authority.under this

11 seetion, the direetor may audit and adjust eertifieation to

12 eonform to the faets. ~he direetor may also require the

13 talfpayer to furnish information to aseertain the validity of the

14 elaim for eredit made under this seetion and may adopt rules

15 neeessary to effeetuate the purposes of this seetion pursuant to

16 chapter 91. n]

17 SECTION 23. Section 235-110.51, Hawaii Rcvised Statutes,

18 is repea1cd.

19 [n§235 110.51 'l'eehaele'iJY ia£J!'as'EJ!'uewJ!'e J!'eae·..a'Eiea 'Ean

20 eJ!'eEii'E . (a) ~here shall be allO>Jed to each tal[payer subject to

21 the taJtOS imposed by this chapter, an income tal[ credit "hich

22 shall be deductible from the talfpayer' s net income tal[
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1 liability, if aBy, iHlflesed by this ohapter fer the talrable year

2 iB whioh the oredit is preperly olaimed.

3 (b) The ameuBt ef the oredit shall be feur per oeBt ef the

4 reBevatieR oests iRourred duriRg the talrable year fer eaoh

5 oemmeroial buildiRg leoated iR IIa,wii.

6 (0) IR the ease ef a partRership, S eerperatieR, estate,

7 trust, er aRy de'Jeleper ef a oemmeroial buildiRg, the talE oredit

8 allmmble is fer reRevatieR oests iRourred by the eRtity fer the

9 talEable year. The eest upeR 'dhioh the talE eredit is oeHlfluted

10 shall be determiRed at the eRtity level. DistributieR aRd share

11 ef oredit shall be determiRed pursuaRt te seetieR 235 110.7(a).

12 (d) If a deduotieR is takeR uRder seotieR 179 ('.lith

13 respeot te eleotieR te elEpeRse depreoiable busiRess assets) ef

14 the IRterRal ReveRue Cede, Re talE oredit shall be al1e'ded fer

15 that pertieR ef the reRevatieR oest fer Hhioh the deduotieR is

16 takeR.

17 (e) The basis ef eligible preperty fer depreoiatieR er

18 aooelerated oest reoevery system purpeses fer state iRoeme talESS

19 shall be reduoed by the ameuRt ef oredit alleHable aRd olaimed.

20 IR the alterRative, the talEpayer shall treat the ameuRt ef the

21 oredit allmwble aRd olaimed as a talrable iRoeme item fer the
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1 talwble year in 'dhich it is preperly receEjnized under the methed

2 ef acceuntinEj used te eempute talwble inceme.

3 (f) The credit allewed under this sectien shall be claimed

4 aEjainst the net inceme talE liability fer the tal[able year.

5 (Ejl If the talE credit under this sectien elEceeds the

6 talEpayer' s inceme tal[ liability, the elwess ef credit ever

7 liability may be carried fenmrd until elEhausted.

8 (hI The talE credit al18lled under this sectien shall net be

9 available fer ta;wble years beEjinninEj after December 31, 2010.

10 (i) As used in this sectien:

11 "Net inceme talE liability" means inceme tal[ liability

12 reduced by all ether credits allewed under this chapter.

13 "Renevatien cests" means cests incurred after December 31,

14 2000, te plan, desiEjn, install, censtruct, and purchase

15 techneleEjy enabled infrastrueture equipment te previde a

16 cemmercial buildinEj lJith techneleEjy enabled infrastructure.

17 "TechneleEjy enabled infrastructure" means:

18

19

20

~ lIiEjh speed telecemmunicatiens systems that previde

Internet access, direet satellite cemmunieatiens

access, and videeeenferencinEj facilities;
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1

2

3

4

5

6

7

8

~ physioal seourity systems that identify and verify

valid entry to secure spaoes, detect invalid entry or

entry attempts, and monitor aetivity in these spaces;

~ Environmental systems to inolude heatin~, ventilation,

air conditienin~, fire deteetion and suppression, and

other life safety systems; and

-f-4+- Baokup and emer~enoy eleotrio po,mr systems.

(j l No tmEpayer that claims a oredit under this seotion

9 shall claim any other oredit under this ohapter."]

10 SECTION 24. Section 235-110.6, Hawaii Revised Statutes, is

11 repealed.

12 ["[§235 119.6] Faal toau creEiito ;fer cemmereial ;fishers.

13 (al Eaoh prinoipal operator of a eommeroial fishin~ vessel ,lho

14 files an individual or corporate net income talE return for a

15 tmwble year may claim an income talE credit under this section

16 a~ainst the Ila,laii state indi':idual or corporate net income talE.

17 (bl 'Phe talE credit shall be an amount equal to the fuel

18 talEeS imposed under seotion 243 4 (a) and £laid by the principal

19 operator durin~ the talwble year.

20 (ol 'Phe talE credit claimed under this section by the

21 principal operator shall be deductible from the principal

22 o£lerator' s individual or corporate inoome talE liability, if any,
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1 for the talf year in "hieh the credit is preperly claimed;

2 provided that a husband and wife filing separate returns for a

3 talfable year for Ilhich a j oint return could ha':e been made by

4 them shall claim only the tal, credit to Ilhich they "ould have

5 been entitled had a joint return been filed. If the talf credit

6 claimed by the principal operator under this section elweeds the

7 amount ef the income talf payments due from the principal

8 operator, the Olwess of credit over payments due shall be

9 refunded to the principal operator; provided that the talf credit

10 properly claimed by a principal operator Ilho has no income talf

11 liability shall be paid to the principal operator; and provided

12 further no refunds or payments on account of the talf credit

13 allowed by this section shall be made for amounts less than $1.

14 (dl 'Fhe director ef talfation shall prepare such ferms as

15 . may be necessary te claim a credit under this section, may

16 require proef of the claim for the talf credit, and may adopt

17 rules pursuant to chapter 91.

18 (e) All of the provisions relating to assessments and

19 refunds under this chapter and under section 231 23(c) (1) shall

20 apply to the talf credit under this section.

21 (f) Claims for the talf credit under this section,

22 including any amended claims thereof, shall be filed on or
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1 befere the end of the t"elfth month follo'o/ing the taHable year

2 for \..hioh the oredit may be olaimed.

3

4

5

6

7

8

9

10

11

(gl As used in this seotion:

+±+ "Commeroial fishing vessel" means any \wter 'Jessel

\Jhioh is used to oatoh or prooess fish or transport

fish loaded on the high seas.

+&1- "Prinoipal operator" means any individual or oorporate

resident taHpayer "ho derivps at least fifty one per

oent of the tmEpayer' s gross annual income from

commercial fishing operations."]

SECTION 25. Section 235-110.7, Hawaii Revised Statutes, is

12 repealed.

13 ["§235 110.7 Capit.al lJeeels eneise t.an ereelit.. (al 'Phere

14 shall be allmJOd to each taHpayer subj ect to the talE imposed by

15 this chapter a capital goods Q)wise talE credit 'o/hich shall be

16 deductible from the taHpayer' s net income talE liability, if any,

17 imposed by this ohapter for the taHable year in \Jhioh the eredit

18 is properly claimed.

19 'Phe amount of the talE oredit Qhall be determined by the

20 application of the follmJing rates against the cost of the

21 eligible depreciable tangible personal property used by the

22 talEpayer in a trade or business and placed in sePJioe ,Jithin
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1 I1m:aii after Deeember 31, 1987. For ea1eadar years Begiaaiag

2 after:

3

4

5

6

7

8

9

+±+ Deeember 31, 1987, the app1ieaB1e rate shall Be three

per ceati

+&r Deccmber 31, 1988, the applicaBle rate shall Be four

per eeati

~ Deeember 31, 2008, the applieaBle rate shall Be zero

per ceat; aad

+4+ December 31, 2009, aad thereafter, the applicaBle rate

10 shall Be four per ceat.

11 For talfpayers I.'ith fiscal talfaBle years, the applicaBle

12 rate shall Be the rate for the caleadar year ia I.'hieh the

13 eligiBle depreciaBle taagiBle persoaal property used ia the

14 trade or Busiaess is placed ia service ',lithia I1m:aii.

15 1a the ease ef a partaership, S eorporatioa, estate, or

16 trust, the tmE credit allmiaBle is for eligiBle depreciaBle

17 taagiBle persoaal property I.'hieh is plaeed ia sePJiee By the

18 eatity. The cost upoa "hieh the ta,E credit is eO!liF'uted shall Be

19 determiaed at the eatity level. DistriButioa aad share of

20 credit shall Be determiaed By rules.

21 1a the ease of eligiBle depreciaBle taagiBle persoaal

22 property for "hieh a credit for sales or use tmres paid to
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1 another state is allmJable under seetion 238 3 (i), the amount of

2 the tal( eredit allol/ed under this seetion shall not el(eeed the

3 amount of use ta1[ aetually paid under ehapter 238 relating to

4 sueh tangible personal property.

5 If a deduetion is taken under seetion 179 ('dith respeet to

6 eleetion to e1[penSe eertain depreeiable business assets) of the

7 Internal Revenue Code of 1954, as amended, no ta1[ eredit shall

8 be allmlOd for that portion of the eost of property for Hhieh

9 the deduetien 'das taken.

10 (b) If the eapital goods Q1wise ta1[ eredit allm:ed under

11 subseotion (a) el(oeeds the ta1[payer' s net inoome tal( liability,

12 the e1[OeSS of oredit over liability shall be refunded to the

13 tm[payer; provided that no refunds or paylRent on aooount of the

14 ta1[ oredit allO'l:ed by this seotion shall be made for amounts

15 less than $1.

16 All claims for tal( eredits under this seotion, inoluding

17 any amended olaims, !RUst be filed on or before the end of the

18 tl,'elfth month fo11oldng the close of the tal(able year for I/hieh

19 the oredits may be claimed. Failure to eOlRply Hith the

20 foregoing pro'Jision shalt constitute a l/aiTJer of the right to

21 elaim the oredit.
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1 (e) Applieatien for tRe eapital gooas eJwise tan ereait

2 sRall be upon forms proviaea by tRe aepartment of tanation.

3 (a) Seetions 47 (witR respeet to aispositions of seetion

4 38 property ana the reeapture pereentages) of tRe Internal

5 Revenue Goae of 19§4, as amenaea, as of Deeelllber 31, 1984, ana

6 280F as operat.iTJe for tRis eRapter (\litR respeet to limitation

7 on investment taJE ereait ana aepreeiation for Immry

8 automobiles; limitation wRere eertain property usea for personal

9 purposes) of tRe Internal Revenue Goae of 19§4, as amenaea,

10 sRall be operative for purposes of tRis seetion.

11 (e) As usea in tRis seetion, tRe aefinition of seetion 38

12 property (witR respeet to iWJestment in aepreeiable tangible

13 personal property) as aefinea by seetion 48 (a) (1) (P,) , (a) (1) (B),

14 (a) (3), (a) (4), (a) (7), (a) (8), (a) (10) (A), (b), (e), (f), (1),

15 (m), ana (s) of tRe Internal Revenue Goae of 19§4, as amenaea as

16 of Deeelllber 31, 1984, is operative for tRe purposes of tRis

17 seetion only.

18

19

As usea in tRis seetion:

"Gost" means (1) tRe aetual invoiee priee of tRe tangible

20 personal property, or (2) tRe basis from \IRieR aepreeiation is

21 taken unaer seetion 167 (\dtR respeet to aepreeiation) or from

22 11RieR a aeauetion may be taken unaer seetion 168 (ldtR respeet
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1 to accclcratcd cost recovery system) of the Internal Revenue

2 Code of 19§ 4, as amended, ;:hichever is less.

3 "Eligible depreeiable tangible personal property" is

4 section 38 property as defined by the operative provisionp of

5 section 48 and having a depreciable life under section 167 or

6 for Ilhich a deduction may be taken uneer section 168 of the

7 feeeral Internal Revenue Code of 19§4, as ameneee.
I

8 "Placed in service" means the earliest of the foIl Oiling

9 tal!able years:

10

11

12

13

14

15

16

+l+ The talwble year in ;chich, uneer the:

-fA+ 'faHpayer's depreciation practice, the perioe for

eepreciation; or

+B+ Acceleratee cost recovery system, a claim for

recovery allOllances; Ilith respect to such

property begins; or

+&l- The talwble year in 'dhich the property is placee in a

17 coneition or state of reaeiness and availability for a

18 specifically assignee function.

19 "Purchase" means an acquisition of property.

20 "Tangible personal property" means tangible personal

21 property Ilhich is placed in sePJice Ilithin Ilal/aii after

22 December 31, 1987, ane the purchase or importation of Ilhich
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1 rosultod in a transaotion ,{hioh ...as sulej oot to tho imposition

2 and payment of tal, at tho rato of four per oont under chapter

3 237 or 238. "~angilele personal ~roporty" does not inolude

4 tangilele personal property ,.hioh is an integral part of a

5 leuilding or struoturo or tangilele personal property used in a

6 foreign trade zone, as defined under ohapter 212."]

7 SECTION 26. Section 235-110.8, Hawaii Revised Statutes, is

8 repealed.

9 ["§235 119.8 Lou :ineeme heus:in§' 'talE eJ!'eEi:i't. (a) Seotion

10 42 (,lith respeot to lm{ ineome housing oredit) of the Intornal

11 Revenue Code shall be operative for the purposes of this ehapter

12 as provided in this seotion.

13 (le) Baeh tal,payer subjeot to the tal, imposed ley this

14 ohapter, ,{ho has filed [a] net ineome tal, return for a tal,alele

15 year may elaim a 1m, inoome housing tal, oredit against the

16 tal,payer' s net inoome tal, lialei1ity. ~he amount of the oredit

17 shall be deduotilele from the tal,payer' s net inoome tal,

18 liability, if any, imposed ley this chapter for the tal(alele year

19 in Ilhioh the credit is prsperly elaimed on a timely leasis. A

20 eredit under this seotisn may lee elaimed Ilhether or not the

21 tal(payer olaimsa federal lOll inoome housing tal( oredit pursuant

22 to seotion 42 of the Internal Revenue Code.
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1 (0) The 1m, inoome housing tal[ eredit shall be fifty per

2 Gent of the applioable peroentage of the ~ualified basis of eaoh

3 building looated in lIa'daii. The applioable peroentage shall be

4 oaloulated as provided in seotion 42(b) of the Internal Revenue

5 Code.

6

7 ~

8

9

10

11

12

13

14

15

16

17

(d) FOr the pUrposes of this seotion, the determination

+±+ Qualified basis and ~ualified 10." inoome building

shall be made under seotion 42(0);

+3+ Eligible basis shall be made under seotion 42(d);

+B- Qualified 1m, inoome housing proj eot shall be made

under seotion 42(g);

+4+ Reoapture of oredit shall be made under seotion 42(j),

Olwept that the tal! fOr the tal[able year shall be

inoreased under seotion 42 (j) (1) only ,:ith respeot to

oredits that ',Iere used to reduee state inoome talfOs;

-f-§+- P,pplioation of at lOis], rules shall be made under

18 seotion 42 (]e) ;

19 of the Internal Revenue Code.

20 (e) As provided in seetion 42(e), rehabilitation

21 el~enditures shall be treated as separate new building and their

22 treatment under this seotion shall be the same as in seotion
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1 42(0). Tho definitions and special rules relatin~ to credit

2 period in section 42(f) and the definitions and special rules in

3 section 42(i) shall be oporative for the purposos of this

4 section.

5 (f) The state housin~ credit ceilin~ under section 42(h)

6 shall be zero for the calendar year iJllRlediately follo'"in~ the

7 Olepiration of the federal 1m? income housin~ tale credit pro~ram

8 and for any calendar year thereafter, Olwept for the carryover

9 of any credit ceilin~ amount for certain projeets in pro~ress

10 !o'hich, at the time of the federal Olepiration, meet the

11 requirements of section 42.

12 (~) The credit allmved under this section shall be claimed

13 a~ainst net income tale liability for the taHable year. For the

14 purpose of deductin~ this tale credit, net income taH liability

15 means net income taH liability reduced by all other credits

16 allmlOd the taHpayer under this chapter.

17 A taH credit under this section !/hioh elweeds the

18 taHpayer' s inoome tale liability may be used as a oredit a~ainst

19 the talepayer' s income taH liability in subsequent years until

20 Olehausted. All claims for a tale credit under this section must

21 be filed on or before the end of the twelfth month followin~ the

22 close of the talwble year for '''hich the credit may be claimed.
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1 Failure to properly and timely olaim the oredit shall oonstitute

2 a Vlaiver of the right to olaim the eredit. A talEpayer may olaim

3a oredit under this seetion only if the building or projeot is a

4 qualified low inoome housing building or a qualified low inoome

5 housing projeot under seetion 42 of the Internal Revenue Code.

6 Seotion 469 (with respeot to passive aotivity losses and

7 eredits limited) of the Internal Revenue Code shall be applied

8 in olaiming the oredit under this seotion.

9 (h) The direetor of talwtion may adopt any rules under

10 ohapter 91 and forms neoessary to Garry out this seotion."]

11 SECTION 27. Section 235-110.9, Hawaii Revised Statutes, is

12 repealed.

13 ["§235 110.9 High -eeehne1e!JY easiness in-:estmen-e -eaJE

14 ereEii-e. (a) There shall be allOlmd to eaoh talEpayer subjeot to

15 the talws imposed by this chapter a high technology business

16 investment tal[ oredit that shall be deductible from the

17 talEpayer' s net income talE liability, if any, imposed by this

18 ohapter for the tal[able year in 'dhioh the in';estment was made

19 and the follOlling four years provided the oredit is properly

20 olaimed. The tal[ credit shall be as follol/s:

21 +±+- In the year the investment Ims made, thirty five per

22 oent;
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1

2

3

4

5

6

7

-R+ In the first year follmdng the year in \lhieh the

iWJestment \Jas made, t\Jenty five per oent;

+3-J-- In the seeond year follmdng the investment, t\wnty

per eenti

-f-4+- In .the third year follmling the iWJestment, ten per

eent; and

-t.§-J- In the fourth year follmdng the iWJestment, ten per

17

8 cent;

9 of the investment made by the tal[payer in each qualified high

10 teehnology business, up to a malfimum allo'ded credit in the year

11 the investment \Jas made, $700,000; in the first year follmling

12 the year in \lhieh the investment \las made, $ 500,000; in the

13 seeond year folloiling the year in 'dhieh the investment \<'GS made,

14 $400,000; in the third year follmdng the year in 'dhieh the

15 investment \Jas made, $200,000; and in the fourth year follmling

16 the year in \Jhieh the investment \Jas made, $200,000.

(b) 'rhe eredit allo'ded under this seetion shall be elaimed

18 against the net ineome tal[ liability for the talfable year. For

19 the purpose of this seetion, "net ineome tal[ liability" means

20 net ineome tal[ liability redueed by all other eredits allmled

21 under this ehapter. By aecepting an investment for \lhich the

22 eredit allmlOd under this seetion may be elaimed, a qualified
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1 high teehnology business eonsents to the ~ublic disclosure cf

2 the qualified high technology business' name and status as a

3 beneficiary of the credit under this seetion.

4 (e) If the talE credit under this seetion elEeeeds the

5 talE~ayer' s income talE liability for any of the five years that

6 the eredit is taken, the 8lwess of the talE eredit over liability

7 may be used as a eredit against the talE~ayer' s ineome talE

8 liability in subsequent years until elEhausted. E':ery elaim,

9 ineluding amended elaims, for a talE eredit under this seetion

10 shall be filed on or before the end of the twelfth month

11 follmJing the elose of the talEable year for ,.'hieh the eredit may

12 be elaimed. Failure to eo~ly ',lith the foregoing ~rovision

13 shall eonstitute a ,<aiver of the right to elaim the credit.

14 (d) If at the elose of any talEable year in the five year

16

15 ~eriod in subseetion (a):

+±+ The business no longer qualifies as a qualified high

17,

18

19

20

teehnology business;

~ The business or an interest in the business has been

sold by the talE~ayer investing in the qualified high

teehnology business; or
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1

2

3

B+ 'Fhe tal!payer has \lithdral/R tho taJ!payor' s investJl\ent

\Jholly or partially froJl\ the qualifiod high teohnology

business;

4 tho oredit olaiJl\ed under this seotion shall bo reoaptured. 'Fhe

5 reoapture shall be equal to ten per oent of the aJl\ount of the

6 total· tal! oredit olaiJl\ed under this seotion in the preoeding tIle

7 talwble years. 'Fhe aJl\ount of the oredit reoaptured shall apply

8 only to the investJl\ent in the partioular qualified high

9 teohnology business that Jl\eets the requireJl\ents of paragraph

10 (1), (2), or (3). 'Fhe reoapture provisions of this subseotion

11 shall not apply to a tal! oredit olaiJl\ed for a qualified high

12 teohnology business that does not fall within tho provisions of

13 paragraph (1), (2), or (3). 'Fhe aJl\ount of the reoaptured tax

14 oredit deterJl\ined under this subseotion shall bo added to the

15 taxpayer's tal! liability for the taxable year in \ihioh the

16 reoapture ooours under this subseotion.

17 (e) E':ery tal!payer, before ~qaroh 31 .of oaoh year in whioh

18 an investJl\ent in a qualified high teohnology business was Jl\ade

19 in the previous talfable year, shall subJl\it a \lritton, oertified

20 stateJl\ent to the direotor of tal!ation identifying:

21 +l+ Qualified investJl\ents, if any, expended in the

22 previous talwble year; and
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1

2

3

4

5

6

7

8

9

10

11

12

+&J- The amouRt of tal! oredits olaimed pursuaRt to this

seotioR, if aRY, iR the previous taEable year.

tfl The departmeRt shall:

+l+ HaiRtaiR reoords of the Rames aRd addresses of the

taJ!payers olaimiRg the oredits uRder this seotioR aRd

the total amouRt of the qualified iRvestmeRt oosts

UPOR I/hioh the taE oredit is based;

+&J- Verify the Rature aRd amsuRt of the qualifyiRg

iw.'estmeRts;

+3t Total all qualifyiRg aRd eumulative iRvestmeRts that

the departmeRt eertifies; aRd

-t4-J- Certify the amouRt of the tal! eredit for eaoh taEable

13 year aRd oumulative amouRt of the tal! eredit.

14 UPOR eaoh determiRatioR made uRder this subseotioR, the

15 departmeRt shall issue a eertifieate to the tal!payer verifyiRg

16 iRformatioR submitted to the departmeRt, iReludiRg qualifyiRg

17 iRvestmeRt amouRts, the oredit amouRt eertified for eaoh taEable

18 year, aRd the oumulative amouRt of the tal! oredit duriRg the

19 eredit period. The taEpayer shall file the eertifioate llith the

20 taJ!payer' s taE returR I/ith the departmeRt.

21 The direotor of taEatioR may assess aRd eolleet a fee to

22 offset the oosts of oertifyiRg tal[ oredits olaims uRder this
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1 seotion. All fees oolleoted under this seotion shall be

2 deposited into the tal, administration speoial fund established

3 under seotion 23§ 20. §.

4

5

(g) As used in this seotion:

"Investment tal, oredit allooation ratio" means, 'lith

6 respeot to a tal,payer that has made an in7estment in a qualified

7 high teohnology business, the ratio of:

8

9

10

11

12

+±} The amount of the oredit under thio seotion thatio,

or is to be, reoei7ed by or allooated to the tal,payer

o7er the life of the investment, as a result of the

investment; to

~ The amount of the in7estment in the qualified high

13 teohnology business.

14 "Qualified high teohnology business" means a business,

15 employing or mming oapital or property, or maintaining an

16 offioe, in this State; pro7ided that:

17

18

19

20

21

+±} Hore than fifty per oent of its total business

aoti7itios are qualified researoh; and pro7ided

further that khe business oonduots more than se7enty

fi7e per oent of its qualified researoh in this State;
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1

2

3

4

5

6

+&J-- Hore than seventy five per oent of its gross inoome is

derived from qualified researoh; and prsvided further

that this inoome is reoeived from:

+A+ Produots sold from, manufaotured in, or produoed

in this State; or

+B+ Servioes performed in this State.

7 "Qualified researoh" means the same as defined in scotion

8 235 7.3.

9 (h) Gommon lall prinoiples, inoluding the dootrine of

10 eoonomio sUBstanoe and Business purpose, shall apply to any

11 investment. There eldsts a presumption that a transaotion

12 satisfies the dootrine of eoonomio sUBstanoe and Business

13 purpose to the elEtent that the speoial allooation of the high

14 teohnology Business talE credit has an investment tal[ oredit

15 ratio of 1.5 or less of oredit for every dollar invested.

16 Transaotions for I,'hioh 'an iw:estment tal[ oredit allooation

17 ratio greater than 1.5 But not more than 2.0 of oredit for every

18 dollar invested and claimed may Be revielled By the department

19 for applioaBle dootrines of eoonomio sUBstanoe and Business

20 purpose.

21 Businesses claiming a tal[ oredit for transaotions 'o/ith

22 investment talE oredit allooation ratios greater than 2.0 of
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1 oredit fer every dellar invested sfiall substantiate eoonomio

2 merit and business purpose oonsistent \litfi tfiis seotion.

3 (i) For investments made on or after Hay 1, 2009,

4 notlVitfistanding any otfier 1m, to tfie oontrary, no allooations,

5 speoia1 or otfier\lis'e, of oredits under tfiis seetion may elweed

6 tfie amount of tfie investment made by tfie talEpayer ultimately

7 claiming tfiis oredit; and investment talE oredit allooation

8 ratios greater tfian 1.0 of oredit for every dollar invested

9 sfiall not be a1lolVed. In addition, tfie oredit sfiall be allolVed

10 only in aooordanoe llitfi subseotion (a).

11 (j) For investments made on or after Hay 1, 2009, tfiis

12 seotion sfiall be subjeot to seotion 235 109.5.

13 (k) ':pfiis seotion sfiall not apply to taJEab1e years

14 beginning after Deoember 31, 2010. n]

15 SECTION 28. Section 235-110.91, Hawaii Revised Statutes,

16 is repealed.

17 [n§236 1Hl. 91 'ral[ ereeii'E E'er researeh ae'Ei'''ti'Eies. (a)

18 Seotion H (\litfi respeot to tfie oredit for inoreasing researofi

19 aotivities) and seotion 280C (0) (\litfi respeot to certain

20 elEpenses for 'dfiiofi tfie oredit for inoreasing researofi aotivities

21 are a11~lab1e) of tfie Internal Revenue Code sfia11 be operative

22 for tfie purposes of tfiis ofiapter as provided in tfiis seotion;
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1 eJwept that refereaoes to the base amouat shall Rot apply aad

2 oredit for all qualified researeh el!peases may be taJ:ea ,dthout

3 regard. to the amouat of el!peases for previous years. If seetioa

4 41 of the Iaterf!al Reveaue Code is repealed or termiaated prior

5 to Jaauary 1, 2811, its provisioas shall remaia ia effeet for

6. purposes of the iaeome talE 1m/ of the State as modified by this

7 seotioa, as provided for ia subseotioa (j).

8 (b) All refereaoes to Iateraal Reveaue Code seetioas

9 \/ithia seotioas 41 aad 288C(e) of the Iateraal Reveaue Code

10 shall be operative for purposes of this seetioa.

11 (e) There shall be allowed to eaeh qualified high

12 teehaology busif!ess subj eet to the tal! imposed by this ohapter

13 aa iaeome tal! eredit for qualified researeh aotivities equal to

14 the eredit for researeh aetivities provided by seetioa 41 of the

15 Iaterf!al Reveaue Code aad as modified by this seotioa. The

16 oredit shall be deduetible from the talEpayer' s aet iaoome talE

17 liability, if af!y, imposed by this ohapter for the talmble year

18 if! whieh the eredit is properly olaimed.

19 (dl Every qualified high teohaology busiaess, before Haroh

20 31 of eaeh year ia ,,'hioh qualified researoh aad developmeat

21 aetivity was eOf!dueted if! the previous talEable year, shall
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1 submit a Ilritten, certified statement ts the director of

2 taEation identifying:

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

+J+ Qualified el!penditures, if any, eEpended in the

preTJious tal!able year; and

-f-2+ The amount of tal! credits claimed pursuant to this

section, if any, in the preTJious taEable year.

(e) The department shall:

+J+ Haintain records of the names and addresses of the

taEpayers claiming the oredits under this section and

the total amount of the qualified research and

deTJelopment actiTJity costs upon 'dhich the taE credit

is based;

-f-2+ Verify the nature and amount of the qualifying costs

or elEpenditures;

+3+ Total all qualifying and cumulatiTJe costs or

el!penditures that the department certifies; and

+4+ Certify the amount of the tal! credit for each taEable

18 year and cumulatiTJe amount of the tal! credit.

19 Upon each determination made under this subsection, the

20 department shall issue a certificate to the taEpayer TJerifying

21 information submitted to the department, including the

22 qualifying costs or eEpenditure amounts, the credit amcunt
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1 certified fer each talwble year, and the cumulative ameunt ef

2 the tal[ credit during the credit F'eried. 'Phe talEF'ayer shall

3 file the certificate ,:ith the tal[F'ayer' s tal[ return ;:ith the

4 deF'artment.

5 'Phe directer ef talwtien may assess and cellect a fee te

6 effset the cests of certifying tal[ credit claims under this

7 sectien. All fces collected under this sectien shall bc

8 deF'osited inte the tal[ administratien sF'ecial fund established

9 under sectien 235 20.5.

10 (f) As uscd in this sectien:

11 "Basic research" under sectien 41(e) ef the Internal

12 Revenue Cede shall not include research conducted eutside ef the

13 State.

14 "Qualified high technelogy business" means the same as in

15 section 235 110.9.

16 "Qualified research" under sectien 41 (d) (1) ef the Internal

17 Revenue Cede shall net include research cenducted eutside ef the

18 State.

19 (g) If the tal[ credit fer qualified research actiTJities

20 claimed by a talEF'ayer elweeds the ameunt ef inceme tal[ F'ayment

21 due from the talEF'ayer, the elwess of the talE credit ever

22 F'ayments due shall be refunded to the taJEpayer; F'revided that ne
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1 reflmd on aooeunt of the taJE credit allOliOd by this section

2 shall be made for amounts less than $1.

3 (h) All claims ror a taJE credit under this section shall

4 be filed on or sefore the end of the tllelfth month foIl OIling the

5 close of the taJEasle year for I,'hieh the credit may se claimed.

6 Failure to prcperly claim the credit shall ecnstitute a I.aiver

7 of the right to claim the credit.

8 (i) The director of talwtion may adopt any rules under

9 chapter 91 and forms necessary to carry Oat this section.

10 (j) This section shall not apply to taJEasle years

11 seginning after DecemBer 31, 2010."]

12 SECTION 29. Scction 235-110.93, Hawaii Revised Statutes,

13 is repealed.

14 ["[\,;236 110.93] Imperi;ani; a~rieali;aral lanel qaali€ieel

15 a~rieal1;aEal easi; i;aJE ereelii;. (a) There shall se allowed to

16 each talrpayer an important agricultural land qualified

17 agricaltural cost taJE credit that may se claimed in tal,asle

18 years seginning after the. tmwsle year during which the taJE

19 credit under section 23§ 110.46 is repealed, elrhausted, or

20 m,pired. The credit shall se deductisle from the taJEpayer' s net

21 income tal, liasility, if any, imposed sy this chapter for the
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1 talwble year in Hhieh the eredit is properly elaimed. 'Phe talf

2 eredit amount shall be determined as folloHs:

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

+±+ In the first year in ,,'hich the credit is claimed,

tHenty fiTJe per cent of the lesser of the folloHing:

+A+ 'Phe qualified agricultural costs incurred by the

talfpayer after July 1, 2008; or

-fB-)- $625,000;

+&J-- In the second year in Hhich the credit is elaimed,

fifteen per eent of the lesser of the follmling:

+A+ 'Phe qualified agrieultural costs incurred by the

talfpayer after July 1, 2008; or

-fB-)- $250,000; and

+3+ In the third year in Hhich the credit is claimed, ten

per eent of the lesser of the folloHing:

+A+ 'Phe qualified agricultural costs ineurred by the

taJfpayer after July 1, 2008; or

-fB-)- $125,000.

18 'Phe talfpayer may incur qualified agricultural eosts during a

19 talwble year in anticipation of elaiming the eredit in future

20 talwble years during Hhieh the credit is available. 'Phe

21 talfpayer may claim the credit in any talfable year after the

22 talwble year during Hhieh the talfpayer insurred the qualified
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1 agricultural costs upsn which thc crcdit is claimed. ~hc

2 tal!paycr also may claim thc crcdit in consecutive or

3 inconsecutive talEable years until elEhausted.

4 (b) No other credit may be claimed under this chapter for

5 qualified agricultural costs for which a crcdit is claimcd under

6 this section for the tal!able year.

7 (c) ~he amount of the qualified agricultural costs

8 eligible to be claimed under this section shall be reduced by

9 the amount of funds received by the tal!payer during the tal!able

10 year from the irrigation repair and maintenance special fund

11 under section 167 24.

12 (d) ~he cost upon which the tal! credit is computed shall

13 be determined at the entity level. In the case of a

14 partnership, 8 corporation, estate, trust, or other pass through

15 entity, distribution and share of the credit shall be determined

16 pursuant to section 235 110.7(a).

17 If a deduction is taken under section 179 (with respect to

18 election to elEpense depreciable business assets) of the Internal

19 Revenue Code, no tal! credit shall be allOlled for that portion of

20 the qualified agricultural cost for '''hich a deduction was taken.

21 ~he basis cf cligible property for depreciation or

22 accelerated cost recovery system purposes for state income tal!es
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1 sfiall be reduced by tfie amount of credit allmwble and claimed.

2 Ne deduction sfiall be allmlOd for tfiat portion of otfiendse

3 deductible qualified agricultural costs on 'dfiicfi a credit is

4 claimed under tRis section.

5 (e) If tfie eredit under tfiis section mreeeds tfie

6 tal!payer' s net income talE liability for tfie talwble year, tfie

7 elwess of tfie credit over liability sfiall be refunded to tfie

8 talEpayer; pro'\,'ided tfiat no refunds or payments on account of tfie

9 credits allmled by tfiis section sfiall be made for amounts less

10 tfian $1.

11 All claims for a talE credit under tfiis section, including

12 amended claims, sfiall be filed on or before tfie end of tfie

13 tllOlftfi montfi follolling tfie close of tfie talwble year for 'dfiicfi

14 tfie credit is claimed. Failure to comply Idtfi tfie foregoing

15 provision sfiall constitute a 'daiver of tfie rigfit to claim tfie

16 credit.

17

18

19

20

21

22

(fl 'Pfie director of tal!ation:

+±+ Gfiall prepare any forms tfiat may be necessary to claim

a credit under tfiis section;

-f-2+ Hay require tfie tal!payer to furnisfi information to

ascertain tfie validity of tfie claim for credit made

under tfiis section; and
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1

2

3

4

5

6

7

8

9

10

+3+- Hay adopt rules pursuaRt to chaptcr 91 to effectuate

this sectioR.

(g) The departmeRt of agriculture shall:

+l-)- HaiRtaiR records of the total amouRt of qualified

agricultural costs for eaeh talEpayer claimiRg a

credit;

+3+- Verify the amouRt of the qualified agricultural costs

claimed;

+3+- Total all qualified agricultural costs claimed; aRd

+4+- Certify the total amouRt of the talE eredit for each

11 talwble year.

12 UPOR each determiRatioR, the departmeRt of agriculture

13 shall issue a certificate to the talEpayer verifyiRg the

14 qualifyiRg agricultural costs aRd the credit amouRt eertified

15 for eaoh talEable year. For a talEable year, the departmeRt of

16 agriculture may certify a credit for a talEpayer 'dho could have

17 claimed the oredit iR a previous talEable year, but chose Rot to

18 because the maldmum aRRual credit amouRt uRder subsectioR (h)

19 ,<'Os reached iR that talEable year.

20 The talEpayer shall file the certificate ,lith the talEpayer' s

21 tOlE returR ,lith the departmeRt of talwtioR. NotllithstaRdiRg the

22 departmeRt of agriculture's certificatioR authority uRder this
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1 section, the director of talration may audit and adj ust

2 certification tc conform to the facts.

3 NotHithstanding any other 1m.. to the contrary, the

4 information required by this subsection shall be available for

5 public inspecticn and dissemination under chapter 92F.

6 (h) If in any talrable year the annual amount of certified

7 credits reaches $7,§00,000 in the aggregate, the department of

8 agriculture shall iffiffiediately discontinue certifying credits and

9 notify the department of taJration. In no instanee shall the

10 department of agriculture eertify a total amount of credits

11 elweeding $7, §OO, 000 per talral:ile year. To comply '.lith this
(

12 restrietion, the department of agrieulture shall certify credits

13 on a first come, first served basis.

14 The department of talration shall not allo;i the aggregate

15 amount of credits claimed to elweed that amount per talrable

16 year.

17 (i) The department of agriculture, in consultation ;iith

18 the department of talration, shall annually determine the

19 information necessary to provide a quantitative and qualitative

20 assessment of the outcomes of the' tau credit.

21 Every talEpayer, no later than the last day' of the talEa131e

22 year follo;dng the close of the taupayer' s talrable year in Hhich
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H.B. NO. ;2Jb1

1 the eredit is elaimed, shall submit a eertified '"ritteR

2 statemeRt to the departmeRt of agriculture. Failure te previde

3 the iRformatioR shall result iR iReligibility aRd a reeapture ef

4 aRY credit already claimed fer that taJEable year. 'Fhe amouRt of

5 the recaptured taJE credit shall be added to the taJEpayer' stalE

6 liability fer the talwble year iR ",hich the recapture occurs.

7 Net'dithstaRdiRg aRY lal; to the cORtrary, a statemeRt

8 submitted uRder this subsectioR shall be a public documeRt.

9 (j) 'Fhe departmeRt of agriculture, iR cORsultatioR with

10 the departmeRt of taJEatioR, shall aRRually submit a report

11 evaluatiRg the effectiveRess of the taJE credit. 'Fhe report

12 shall iRclude but Rot be limited to fiRdiRgs aRd recommeRdatieRs

13 to improve the effeotiveRess of the talE credit te further

14 the developmeRt of agricultural busiResses.CFloourage

15 (k) As used iR this sectioR:

aRY persOR I/ith a commercialffieaRS'1 1 b' ""Agrlcu turaUS1Ress16

17 agricultural, silvicultural, or a~uacultural facility or

19

18 operatioR, iRcludiRg:

+J+ 'Fhe care aRd productioR of livestock aRd livestock

20 products, poultry aRd poultry products, apiary

21 products, aRd plaRt aRd aRimal productioR for RORfood

22 uses;
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1

2

3

~ ~he planting, cultivating, haEvesting, and pEecessing

of CEOpS; and

~ ~he faEming OE Eanching of any plant OE animal species

4 in a contEolled salt, bEacJEish, OE fEeshl/ateE

5 enviEonment;

6 pEovided that the pEincipal place of the agEicultuEal business

7 is maintained in the State and mOEe than fifty peE cent of the

8 land the agEicultuEal buoiness olms OE leases, elwluding land

9 elassified as conseEvation land, is impoEtant agEicultuEal land.

10 "ImpoEtant agEicultuEal lands" means lands identified and

11 designated as impoEtant agEicultuEal lands pUEsuant to paEt III

12 of chapteE 20§.

13 "~let ineome talE liability" means income talE liability

14 Eeduced by all otheE cEedits allowed undeE this chapteE.

15 "Qualified agEicultuEal costs" means elEpendituEes fOE:

16

17

18

19

20

21

22

+±+ ~he plans, design, engineeEing, constEuction,

Eenovation, EepaiE, maintenance, and equipment fOE:

+A+ Roads OE utilities, pEimaEily fOE agEicultuEal

pUEposes, \/heEe the majoEity of the lands

seEviced by the Eoads OE utilities, mwluding

lands classified as conseEvation lands, aEe

impoEtant agEicultuEal lands;
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6
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11
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14

15
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22
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H.B. NO.~"1

~ Agricultural processing facilities in the State,

primarily for agricultural purposes, ",here the

majority of the crops or livestock processed,

hanTested, treated, 'lashed, handled, sr packaged

are from agricultural businesses;

-fG+ Water \lells, resePJoirs, dams, ",ater storage

facilities~ ",ater pipelines, ditches, sr

irrigation systems in the State, primarily for

agricultural purposes, providing \later for lands,

the majority of ",hich, elfcluding lands classified

I
as conservation lands, are important agricultural

lands; and

-f8+- Agricultural housing in the State, O1wlusively

for agricultural purposes; provided that:

~ The housing units are occupied solely by

farmers or employees for agricultural

businesses and their immediate family

members;

-ti-i-J- The housing units are o,med by the

agricultural business;

(iii) The housing units are in the general

vicinity, as determined by the department of
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Page 125 H.B. NO.~;

agriculture, of agricultural lands mmed or

leased by the agricultural business; and

+±v+ The housing units conform to any other

conditions ihat may be required by the

department of agriculture;.

6

7

8

9

10

11

12

13

14

15

16

17

~ Feasibility studies, regulatory processing, and legal

and accounting services related to the items under

paragraph (1);

+J+ Equipment, primarily for agricultural purposes, used

tc cultivate, grow, harvest, or process agricultural

products by an agricultural business; and

+4+ Regulatory processing, studies, and legal and other

consultant services related to obtaining or retaining

sufficient "ater for agricultural activities and

retaining the right to farm on lands identified as

important agricultural lands.

(1) The department of agriculture shall cease certifying

18 credits pursuant to this section after the fourth tanable year

19 follo'ding the talwb1e year during 'olhich the credits are first

20 claimed; provided that a taltpayer ',lith accumulated, but

21 unclaimed, certified credits may continue claiming the credits

22 in subsequent tanable years until enhausted.
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1 [ (m) ] The department of talEation, in oonsultation ,Jith the

\

2 department of a~rioulture, shall submit to the le~islature an

3 annual report, no later than t'%nty days prior to the oOflTJonin~

4 of oaoh ro~ular session, bo~innin~ with tho ro~ular session of

5 2010, re~ardin~ the quantitative and qualitative assessment of

6 the impaot of the important a~rioultural land qualified

7 a~rioultural oost talE oredit."]

8 SECTION 30. Section 241-4.5, Hawaii Revised Statutes, is

9 repealed.

10 ["§241 4.s Cap.i:eal geeEis eneise 'EalE e:E'eEii'E. The capital

11 ~oods Olwise tal! oredit provided under seotion 235 110.7 shall

12 be operative for this chapter after Deoember 31, 1987; provided

13 that the capital ~oods elwise talE oredit shall be inoperative

14 after Deoember 31, 2008, and before January 1, 2010."]

15 SECTION 31. Section 241-4.6, Hawaii Revised Statutes, is

16 repealed.

17 [ "§2 41 4. 6 Reaeuable eae:E'§Y 'Eeelmelegies; iaeeme 'Ean

18 e:E'eEii'E. The renOlJable ener~y technolo~ies inoome talE oredit

19 provided under seotion 235 12.5 shall be operative for this

20 chapter for talEable years be~innin~ after December 31, 2002;

21 proTJided that the system lias installed after June 30, 2003."]
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1 SECTION 32. Section 241-4.7, Hawaii Revised Statutes, is

2 repealed.

3 ["[§241 4.7] Leu ineeme Reusing; ineeme t.alE e£eEiit.. 'rhe

4 1m: income housing talE oEedit pEovidod undoE seotion 23§ 110.8

5 shall be opeEative fOE this ohapteE."]

6 SECTION 33. Section 241-4.8, Hawaii Revised Statutes, is

7 repealed.

8 ["§241 4.8 High t.eeRne1egy business in",'esment. t.alE e£eEiit..

9 tal 'rhe high technology business investment talE oredit pEovided

10 undeE seotion 23§ 110.9 shall be opeEative fOE this ohapteE on

11 July 1, 1999.

12 tbl FOE investments made on 030 afteE Hay 1, 2009, this

13 seotion shall bo subject to seotion 23§ 109.§."]

14 SECTION 34. Section 431:7~208, Hawaii Revised Statutes, is

15 repealed.

16 ["[§431:7 208] Leu ineeme Reusing, insu£anee p£emiliHll t.alE

17 e£eEiit.. 'rhe 1m: inoome housing talE oEedit pEovided undeE

18 seotion 23§ 110.8 shall be opeEative fOE this ohapteE and may be

19 olaimed against the talE imposed undeE seetion 431: 7 202."]

20 SECTION 35. Section 431:7-209, Hawaii Revised Statutes, is

21 repealed.
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1 [n§431: 7 299 Hi<;Jh toeehnelegy business in·.·esmento toalE

2 ereeiito. (a) The high technelegy business in7est!!lent tal[ credit

3 pro7ided under sectien 23§ 110.9 shall be eperati7e for this

4 chapter on July 1, 1999.

5 (b) For ifi'Jest!!lents !!lade on or after Hay 1, 2009, this

6 section shall be subject to section 23§ 109.§."]

7 SECTION 36. The repeal of a tax crcdit or deduction under

8 this Act shall not affect the entitlement of a taxpayer to any

9 unused amount of the credit or deduction that was accrued before

10 the repeal.

11 SECTION 37. Statutory material to be repealed is bracketed

12 and stricken. New statutory material is underscored.

13 SECTION 38. This Act shall take effect upon its approval;

14 provided that:

15

16

17

18

19

20

21

(1) This Act shall apply to taxable years beginning after

December 31, 2009; and

(2) This Act shall be repealed on December 31, 2015;

provided that:

(A) Any provision in this Act repealed by operation

of law on or before December 31, 2015, shall not

"be deemed to be reenacted; and
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1 (B) Section 201H-15, 209E-10, 211G-1, 211G-13,

2 235-2.3, 235-4.5, 235-7 (in section 9 of this

3 Act), and 235-9, Hawaii Revised Statutes, shall

4 be reenacted in the form in which it read on the

1.

5

6

day prior to the effective date of this Act.

•

INTRODUCED BY:

JAN 27 2010
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Report Title:
Income Tax; Reform

H.B. NO. )..&"7

Description:
Repeals various income tax credits and deductions. Takes effect
upon approval and sunsets on 12/31/2015.
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