
HOUSE OF REPRESENTATIVES
TWENTY-FIFTH LEGISI,.ATURE, 2010
STATE OF HAWAII

H.B. NO.
2984
H.D.2

1

A BILL FOR AN ACT

RELATING TO TAX CREDITS.

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

SECTION 1. Section 235-110.91, Hawaii Revised Statutes, is

2 amended by amending subsection (j) to read as follows:

3 "(j) This section shall not apply to taxable years

4 beginning after December 31, [2010.] 2011."

5 SECTION 2. Section 235-110.51, Hawaii Revised Statutes, is

6 repealed.

7 [ "S235 119.51 'l'eelmology inf"ras1;rue1;ure reno':ation tan

8 ereElit. (a) 'Paere saall be allmved to eaca taJEpayer subject to

9 tae tmECs imI;losed by tais caaI;lter, an income tm( credit \Jaica·

10 saall.be deductible from tae taJEpayer' s net income tax

11 liability, if any, imI;losed by tais caaI;lter for tae tmmble year

12 in ,Jaica tae credit is I;lroI;lerly claimed.

13 (b) 'Pae amount of tae credit saall be four I;ler cent of tae

14 renovation costs incurrcd during tae tmmblc ycar for eaca

15 cOHlHlercial building located in Ha....aii.

16 (0) In the case of a partnersHip, g corporation, estate,

17 trust, or any develoI;ler of a cOHlHlercial building, tae taJ( credit

18 allowable is for renovation costs incurred by tae entity for tae
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1 taJEable year. The cest upen '..'hich the talE credit is computed

2 shall be determined at the entity level. Distribution and share

3 of credit shall be determined pursuant to seotion 235 110.7(a).

4 (d) If a deduction is taken undei seotion 179 (,.lith·

5 respeot to election to OlEPenSe depreciable business assets) of

6 the Internal RO"Jenue Code, no taJE credit shall be allo,.'ed for

7 that portion of the renovation cost for "hich the deduotion is

8 taken.

9 (e) The basis of eligible property for depreciation or

10 aooelerated oost reoovery system purposes for state income taJEOS

11 shall be reduced by the amount of oredit allov~ble and claimed.

12 In the alternative, the talEPayer shall treat the amount of the

13 oredit allov.'able and claimed as a talEable income item for the

14 talEable year in '..'hioh it is properly recognised under the method

15 of acoounting used to oompute taxable inoome.

16 (f) The credit allm.'ed under this section shall be claimed

17 against the net income taJE liability for the taJEable year.

18 (g) If the talE credit uader this section OlEOeeds the

19 taJEPayer' s income taJE liability, the OlECess of oredit over

20 liaBility may be oarried fon~rd until OlEhausted,

21 (h) The talE credit allo'.led under this section shall not be

22 available for talEable years beginning after Deoember 31, 2010.
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2 "Net iEesllle tax liability" llleaES iEcsllle tm, liability

3 redueed by all stfier credits allS\wd under tfiis cfiapter.

4 "ReEo'JatisE costs".llleaES cssts iEcurred after December 31,

5 2000, to ~laE, design, iEstall, eSEstruet, aEd ~urcfiase

6 teebnslogy eEabled iEfrastructure equi~llleEt ts ~ro'Jide a

7 eSHlffiercial buildiE§' ,dtfi teelmsls§")' eEabled iEfrastructure.

8 "CPechBology eEabled iEfrastructure" llleaES.

9

10

11

12

13

14

15

16

17

18

19

+l+ IIi§,fi s~eed teleesHlffiUBicatioEs systellls tfiat ~rs'Jide

IEterEet access, direct satellite cSIllIllUEicatioEs

aeeess, aEd 'JidesesEfereEeiE§, facilities,

+ri+ pfiysical security systems tfiat ideEtify aEd 'Jerify

'Jalid eEtry ts secure s~aces, deteet iWJalid eEtry or

eEtry atte~ts, aEd IllsEitor aeti'Jity iE tfiese s~aces,

~ EWJirsnmeEtal systellls to iEclude fieatiE§" 'JeEtilatioE,

air eOEditioEiE§" fire detectioE aEd s~~ressisE, and

otfier life safety systems, aEd

+4+ Baeku~. aEd CIller§'eECY eleetric ~m1Cr systCllls.

(j) No tmEpayer tfiat claillls a eredit uEder tfiis sectioE

20 sfiall clailll any otfier credit uEder tfiis cfiapter."]

21 SECTION 3. Section 235-110.9, Hawaii Revised Statutes, is

22 repealed.
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2 ereElit>. (a) "'Rere sRal1 l3e allmmd to eacR talEPayer suJoject to

3 'ERe 'Ealws imposed by 'ERis eRap'Eer a RigR 'Eeehnolog'.t' busiRess

4 imJ'es'Ement 'EmE credit tRat sRal1 l3e deduetible from tRe

5 tmEPayer' s net income talE liability, if any, imposed by tRis

6 cRapter for tRe tmwl3le year in '''RicR tRe ifi'Jes'Emen'E ',Jas made

7 and tRe follmdng four years provided tRe credit is properly

8 claimed. "'Re talE credit sRal1 be as follo'ds.

9 +±+ In tRe year tRe ifi'Jestment ·..'as made, tRirty five per

10

11

12

13

14

15

16

17

DeBt,

+2+ In tRe first year follmdng tRe year in ,,'RicR tRe

investment ',JaS made, 'E·..·enty five per cent,

B+ In tRe second year follmdng tRe investment, t,wnty

per cent,

+4+ In tRe tRird year follo',;ing tRe investment, ten per

cent, and

-f-§+ In tRe fourtR year follmdng tRe ifi'Jestment, 'Een per

18 DeBt,

19 of tRe investment made by tRe talEPayer in eacR qualified Ri§ffi

20 'Eechnology business, up to a ffialEilllllill allo'ded credit in tRe year

21 tRe investment ,.'as made, $700,000, in tRe first year follmJing

22 tRe year in "RicR tRe ifi'Jes tment ·..·as made, $500 , 000, in tRe
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1 second year follovcing the year in ·..·hich the investment ·..us made,

2 $400,000, in the third year follo',cing the year in ,,'hich the

3 investment ',Ias made, $200,000, and in the fourth year follovling

4 the year in ',Ihich the iIwes tment ',cas made, $200 , 000 .

5 (b) '±'he eredit allo',led under this section shall be claimed

6 against the net income tmE liabilit"!· for the tmEable year. For

7 the purpose of this section, "net income tom liability" means

8 net income tmE liability reduced by all other credits allo',lCd

9 under this chapter. By accepting an in-vestment for ',Ihich the

10 credit allo',led under this section may be claimed, a qualified

11 high teehnololff business consents to the public disclosure of

12 the qualified high technology business' name and status as a

13 beneficiary of the credit under this seetion.

14 (e) If the tmE credit under this section elECeeds the

15 talEpayer' s income talE liability for any of the five years that

16 the credit is taken, the elECess of the talE credit over liability

17 may be used as a credit against the tmEpayer' s income tmE

18 liability in subSequent years until elffiausted. Every claim,

19 including amended claims, for a talE credit under this section

20 shall be filed on or before the end of the t,wlfth month

21 follmJing the close of the talEable year for ,chich the credit may
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1 be claimed. Failure ee eemply ·,deh ehe fere§'ein§' previsien

2 shall censeieuee a ..aiver ef ehe ri§'he ee claim ehe credie.

3 (d) If ae the clese ef any eWEable year in the five year

4 peried in subseceien (a).

5

6

7

8

9

10

11

12

+±+ ~he business ne len§'er ~alifies as a ~alified hi§'h

eechnelelfr business,

~ ~he business er an ineerese in ehe business has been

seld by ehe eaJ~ayer iW7esein§' in ehe qualified hi§'h

eechnelelfr business, er

-8+ ~he eaJ~ayer has ·,iiehdra-,Ill ehe eaJ~ayer's invesemene

,.helly or pareially frem ehe ~alified hi§'h eechnelegy

business,

13 ehe credie claimed under ehis seceien shall be recapeured. ~he

14 recapeure shall be e~al ee een per cene ef ehe ameuae ef ehe

15 eeeal eaJE credie claimed under ehis seceien in ehe precedin§' e',w

16 eaJEable years. ~he ameune ef ehe credie recapeured shall apply

17 enly ee ehe iW7esemene in ehe pareicular ~alified hi§'h

18 eechnelelfr business ehae meees ehe requircmenes ef para§'raph

19 (1), (2), er (3). ~he recapeure previsiens ef ehis subseceien

20 shall nee apply ee a eaJE credie claimed fer a ~alified hi§'h

21 eechnelelfr business ehae dees nee fall 'diehin ehe previsiens ef

22 para§'raph (1), (2), er (3). ~he ameune ef ehe recapeured eaJE
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1 sredit determined under this subsestion shall be added to the

2 taJEpayer' s tmE liability for the tmeable year in "hish the

3 res~ture oeeurs under this subseetion.

4 (e) Bvery tmEpayer, before Harsh 31 of eash year .in '.,hish

5 an iWJestment in a ~alified hi~ teshnology business ,ms made

6 in the J;lrEJ'i;ious tmEable year, shall submit a '.;ritten, sertified

7 statement to the direstor of tmeation identifying.

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

+±+ Qualified investments, if any, eJEpended in the

J;lrevious tmeable year, and

-f-;l-J- 'Fhe amount of taJE sredits slaimed J;lursuant to this

sestion, if any, in the J;lrm;ious tmEable year.

(f) 'Fhe dCJ?artment shall.

+±+ Haintain resords of the names and addresses of the

taJEpayers slaiming the sredits under this sestion and

the total amount of the ~alified investment sosts

U];lon "hish the taJE sredit is based,

-f-;l-J- Verify the nature and amount of the ~alifying

investmcRts,

~ 'Fotal all qualifying and sumulative investments that

tfie department certifies, and

+4+ Certify the amount of the talE sredit for eash tmeable

year and sumulative amount of the taJE credit.
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1 Upon each determination made under this subsection, the

2 department shall issue a certificate to the tmEpayer verifying

3 information submitted to the department, including qualifying

4 investment amounts, the credit amount certified for each tmmble

5 year, and the cumulative amount of the tmE credit during the

6 credit period. 'Fhe tmEpayer shall file the certificate Viith the

7 tmEpayer' s tmE return ,>'ith the department.

8 'Fhe director of tmmtion may assess and collect a fee to

9 offset the costs of certifying tmE credits claims under this

10 section. ~ll fees collected under this section shall be

11 deposited into the tmE administration special fund established

12 under section 235 20.5.

13

14

(g) As used in this section.

"IwJestment tmE credit allocation ratio" means, ·.Jith

15 respect to a taJEpayer that has made an investment in a qualified

16 high technology business, the ratio of.

17

18

19

20

21

22

+±} 'Fhe amount of the credit under this section that is,

or is to be, received by or allocated to the taJEpayer

over the life of the iWJestment, as a result of the

investment, to

~ 'Fhe amount of the iWJestment in the qualified high

technology business.
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1 "Qualified high technology business" means a business,

2 employing or milling capital or property, or maintaining an

3 office, in this State, pro":ided that:

4

5

6

7

8

9

10

11

12

13

14

15

+±+ Here thaE: fifty per COBb of its total busiacss

activities are qualified research, and provided

further that the business conducts more than seventy

five per cent of its qualified research in this State,

-t-a+ ;Here than seventy five per COBb of its §TOSS iHoomc is

derived from qualified research,and provided further

that this income is received from.

+A+ Produets sold from, manufactured in, or produced

in this State, or

+B+ Services performed in this State.

"Qualified research" means the same as defined in section

16 235 7.3.

17 (h) Common 1m,' principles, ineluding the doetrine of

18 economie substance and business purpose, shall apply to any

19 investment. 'Phere Cldsts a presumption that a transaction

20 satisfies the doctrine of economic substance and business

21 purpose to the ClEtent that the special allocation of the high

HB2984 HD2 HMS 2010-2050

Imllllllllll~IIIIII~IIIIIII~ 1~1111111111111~~ IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII~IIIII mllllllllll~ 11111111111



Page 10

H.B. NO.
2984
H.D.2

1 technology business tmE credit has an iIwcstment talE credit

2 ratio of 1.5 or less of credit for OJery dollar iIPJested.

3 'J?ransactions for "hich an iIPJestment talE credit allocation

4 ratio greater than 1.5 but not more than 2.0 of credit for oJery

5 dollar iWJested and claimed may be rC\'i6"ed by the department

6 for ~plicable doctrines of economic substance and business

7 purpose.

8 Businesses Claiming a talE credit for transactions Kith

9 iWJestment talE credit allocation ratios greater than 2.0 of

10 credit for every dollar iWJested shall substantiate economic

11 merit and business purpose consistent ',dth this section.

12 (i) For iWJestments made on or after Hay 1, 2009,

13 not,dthstanding any other 1m" to the contrary, no allocations,

14 special or othendse, of credits under this section may elweed

15 the amount of the iWJestment made by the tal~ayer ultimately

16 claiming this credit, and iWJestment talE credit allocation

17 ratios greater than 1.0 of credit for every dollar iWJested

18 shall not be allmmd. In addition, the credit shall be allmvcd

19 only in accordance ".ith subsection (a).

20 (j) For iWJestments made on or after ]~ay 1, 2009, this

21 section shall be subject to section 235 109.5.
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1 (lc) 'Phis sectien shall not apply to taacable years

2 beginning after December 31, 2010."]

3 SECTION 4. This Act does not affect rights and duties that

4 matured, penalties that were incurred, and proceedings that were

5 begun before its effective date, including carryover tax

6 credits.

7 SECTION 5. Statutory material to be repealed is .bracketed

8 -and stricken. New statutory material is underscored.

9 SECTION 6. This Act shall take effect on July 1, 2020.

HB2984 HD2 HMS 2010-2050

IIIIIIIIIIIII~I~IIII~IIIIIIIIIIIIIIIIIIII~~I ~III~IIII~I~II~I~I~ 111111111111111mlllllllllllll~11111mIIII



Page 12

Report Title:
Tax Credit; Research Activities

H.B. NO.
2984
H.D.2

Description:
Extends the tax credit for research activities for 1 year.
Repeals remaining tax credit provisions of Act 221, Session Laws
of Hawaii 2001. Effective July 1, 2020. (HB2984 HD2)

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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