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THE SENATE 2001
TWENTY-FIFTH LEGISLATURE, 2010 S B N O S.D. 1
STATE OF HAWAII H.D. 1

A BILL FOR AN ACT

RELATING TO TAXATICN.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:
PART I
SECTION 1. The legislature finds that due to the dismal
state budget situation, there is a compelling public interest
for the early termination of tax credits that result in
significant tax expenditures. Therefore, the purpose of this
Act is to address taxation by extending the research activity
tax credit and terminating early the technology infrastructure
renovation and high technology business iﬁvestment tax credits.
PART II
SECTION 2. The purpose of this part is‘to extend the
research activity tax cfedit.
SECTION 3. Section 235-110.91, Hawali Revised Statutes, is
amended by amending subsection (j) to read as follows:
"(j§) This section’ shall not apply to taxable years
beginning after December 31, [2638-] 2011."
PART III
SECTION 4. The purpose of this part is to terminate early

the technology infrastructure renovation tax credit and high
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technology business investment tax credit prior to their

statutory repeal date of December 31, 2010.

SECTION 5. Section 235-110.51, Hawaii Revised Statutes, is
repealed.
["§235—%%9T5%—4¥eehne%egy—in£fas%fue%ﬁfe—reﬂeva%ieﬁ;%ax
14s (2} T hall 17 3 v i "

: . ] i ] ' , 14 Yiel
shall-bedeductible—fromthe—taxpayerls—net—income—tax
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Sha]; e;ajm EHT ethef EEEQ§E Hﬁé@f Ehés eha@ter."]
SECTION 6. Sectlon 235-110.9, Hawaii Revised Statutes, is

repealed.

[u§235 1105 High Eeehﬂe!egy business invegtment—Eax
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SECTION 7. Section 241-4.8,

repealed.
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SECTION 8. Section 431:7-209, Hawali Revised Statutes, is

repealed.
["§431:7-209 High technol 1 . . ‘ . 4
1t o The—hiah—tochno] 1 . . i 14
 ded ] : 035 1960 challl . c i
ehapter en—July—F—3+995
)y . 3 c y L 0009 thi
section chall-besubjeet to gection 235-1065-5-"]
PART IV
SECTION 9. The purpeose of this part is to make conforming
statutory amendments necessary because of the repeal of the tax
credits under part IIT.
SECTION 10. Sectiocn 235-9.5, Hawaii Revised Statutes, is
amended by amending subsection (a) to read as follows:
"{a) Notwithstanding any law to the contrary, all income

earned and proceeds derived from stock options or stock,
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including stock issued through the exercise of stock options or
warrants, from a qualified high technology businesgs or from a

holding company of a qualified high technology business by an

- employee, officer, or director of the gualified high technology

business [—er—dinvestor—whe—egualifies for the eredit—under

sectieon—235—31316-5] that would otherwise be taxed as ordinary
income or as capital gains to those persons shall be excluded
from taxation under this chapter.

Similar provisions shall apply to optionsg to acquire equity
interests and tojequity interests themselves with regard to
entities éther than corporations.™

SECTION 11. Section 235-20.5, Hawaiil Revised Statutes, is
amended to read as follows:

"§235-20.5 Tax administration special fund; established.
(a} There is established a tax administration special fund,
into which shall be deposited:

(1) Fees collected under sections 235-20 [+—=235—11.0-08-] and

235-110.91[+] and the former section 235-110.9;

(2} Penalties collected under section 2 of Act 206,
Segsion Laws of Hawaii 2007; and
(3} Revenues collected by the special enforcement section

pursuant to section 231-85; provided that in each
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figcal year, of the total revenues collected by the
special enforcement section, all revenues 1in excess of
$500,000 shall be deposited into the general fund.

(b) _The moneys in the fund shall be used for the following

purposes:

(1) Issuing comfort letters, letter rulings, written
opinions, and other guidance to taxpayers;

(2) Administering the tax credits under_[see%ieﬁsf%E5—

1189 and 235-330-93+] gection 235-110.91 and the

former section 110.9; and

{(3) Administering the operations of the special

enforcement section.™

SECTION 12, Section 235-110.91, Hawail Reviged Statutes,
is amended by amending subsection (f) to read as follows:

"(f) As used in this section:

"Basic research" under [seetiern] Section 41{e) of the
Internal Revenue Code shall not include research conducted
outgide of the [State-r] state.

"Qualified high technology business" means [Ehesawme—as3in

seetieon235116-9-] a business, employing or owning capital or

property, or maintaining an office, in this state; provided

that:

SB2001 HD1 HMS 2010-3038
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More than fifty per cent of its total business

activities are qualified research; and provided

further that the business conducts more than seventy-

five per cent of its qualified research in this state;

or

More than seventy-five per cent of its grossg income is

derived from qualified research; and provided further

that this income is received from:

(A) Productsg sold from, manufactured in, or produced

in this state; or

(B} Services performed in this state.

"Oualified research" under [seekior] Section 41(4) (1) of

the Internal Revenue Code shall not include research conducted

outside of the [State-] state.®

PART V

SECTION 13. This Act does not affect rights and duties

that matured, penalties that were incurred, and proceedings that

were begun before its effective date, including carryover tax

credits.

SECTION 14. Statutory material to be repealed is bracketed

and stricken. New statutory material is underscored.
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SECTION 15. This Act shall take effect on May 1, 2010, and
shall apply to investments made and renovation cbsts incurred on
or after May 1, 2010; provided that:

(1) If this Act is approved or otherwise becomes law after

May 1, 2010, this Act shall still take effect on and
shall apply retroactively to May 1, 2010; and

{2) Notwithstanding section 8 of Act 206, Session Laws of

Hawaii 2007, and section 13 of Act 134, Session Laws
of Hawaiil 2009, section 235-20.5, Hawaii Revised
Statutes, shall not be repealed and reenacted as
gpecified in those Acts, but shall exist in the form
provided by this Act until subsequently amended by

another Act.
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Report Title:
Tax Credit; Research Activities

Description: , )

Extends the tax credit for research activities for one year.
Repeals the technology infrastructure and high technology
business investment tax credits effective May 1, 2010. (SB2001

HD1)

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

SB2001 HD1 HMS 2010-3038

IR AR MDY





