
THE SENATE
TWENTY-FIFTH LEGISLATURE, 2010
STATE OF HAWAII

S.B. NO.
2144
S.0.2
HD.1

1

A BILL FOR AN ACT

RELATING TO ECONOMIC DEVELOPMENT.

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

PART I

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

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

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

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

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

7 repealed.

8 ["§235 110.51 'l'eehnology infrastrueturo renovation tan

9 ereEiit. (a) 'Fhere shall be allmwd to eaeh taltpayer sub) eet to

10 the taxes i!fl!3osed by this ehapter, an ineome taJE eredit \.hieh

11 shall be deduetible from the taJEpayer' s net ineome talE

12 liability, if any, imposed by this ehapter for the taxable year

13 in \ihieh the eredit is properly elaimed.

14 (b) 'Fhe amount of the eredit shall be four per eent of the

15 renovation eoste ineurred during the taJEable year for eaeh

16 eommereial building loeated in Ila\laii.
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1 (c) In the case of a partnership, S corporation, estate,

2 trust, or any developer of a eommereial building, the talE credit

3 allmmble is for renovation costs incurred by the entity for the

4 talEable year. The eost upon '"hich the talE credit is eomputed

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

6 of eredit shall be determined pursuant to section 235 110.7(a).

7 (d) If a deduction is taken under section 179 (,.'ith

8 respect to election to OJEpense depreeiable business assets) of

9 the Internal Revenue Code, no talE credit shall be allo'...ed for

10 that portion of the reno'Jation eost for ·...hieh the deduction is

11 taleen.

12 (e) The basis of eligible property for depreeiation or

13 accelerated cost recovery system purposes for state income tWEes

14 shall be reduced by the amount of credit allm.able and claimeeL

15 In the alternative, the talEpayer shall treat the amount of the

16 credit allmmble and claimed as a taxable ineome item for the

17 taJEable year in ·...hich it is properly recognized under the method

18 of accounting used to compute talEable income.

19 (f) The credit allowed under this section shall be claimed

20 against the net income talE liability for the talEable ye€lr.
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2 taxpayer I s income. tax liability, the eJwess of credit over

3 liability may be carried fop,<ard until exhausted.

4 (h) The tax credit allo·ded under this section shall not be

5 available for tmmble years beginning after December 31, 2010.

6 (i) As used in this section.

7 "Net income taJE liability" means income tax liability

8 redueed by all other credits allmJed under this chapter.

9 "Renovation costs" means costs ineurred after December 31,

10 2000, to plan, design, install, construct, and purchase

11 technology enabled infrastrueture equipment to provide a

12 commercial building ,lith technology enabled infrastructure.

13 "Teehnology enabled infrastructure" means.

14

15

16

17

18

19

20

21

22

+±+ High speed telecommunications systems that provide

Internet access, direct satellite communications

access, and videoconferencing faeilities,

~ Physical seeurity systems that identify and verify

,valid entry to seeure spaces, detect iWJalid entry or

entry attempts, and monitor activity in these spaees,

{3+ Environmental systems to include heating, ventilation,

air conditioning, fire deteetion and suppression, and

other life safety systems, and
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1

2

-f4-l-- Baclmp and emer§ency electric po"er systems.

(j l No taJEpayer that claims a credit under this section

3 shall claim any other credit under this chapter."]

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

5 repealed.

6 [" §23 5 1111. 9 IIi§h technology business investment taJE

7 credit. (al There shall be allo"ed to each taJEpayer subject to

8 the taJEeS imposed by this chapter a hi§h technolo§y business

9 investment taJE credit that shall be deductible from the

10 taJ(payer's net income taJ' liability, if any, imposed by this

11 chapter for the taJEable year in '.Jhieh the investment '.ms made

12 and the follo"in§ four years provided the credit is properly

13 claimed. The taJ( credit shall be as follovw,

14 -(-l-)- In the year the investment ,JaS made, thirty five per

15

16

17

18

19

20

21

cent,

+2+ In the first year follovdn§ the year in "hich the

iWJ'estment 'das made, t\lenty five per cent,

-{-3-)- In the second year follmdn§ the investment, t,ienty

per cent,

-f4-l-- In the third year follovdn§ the imrestment, ten. per

cent, and
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1 +s+ In the fourth year follmling the imrestment, ten per

2 eent,

3 of the investment made by the taJEpayer in eaeh qualified high

4 technology business, up to a manimum allmled credit in the year

5 the investment Vias made, $700,000, in the first year follmdng

6 the year in \Ihich the investment ',laS made, $500,000, in the

7 second year follmling the year in Vihich the investment ',laS made,

8 $ qOO, 000, in the third year follmling the year in Vihich the

9 investment \las made, $200,000, and in the fourth year follo',ling

10 the year in Vihich the investment ',laS made, $200,000.

11 Ib) The credit allo\led under this section shall be claimed

12 against the net income taJE liability for the tanable year. For

13 the purpose of this section, "net income tan liability" means

14 net income tan liability reduced by all othcr credits alloVied

15 under this chapter. By accepting an investment for which the

16 credit allo'ded under this section may be claimed, a qualified

17 high technology business consents to the public disclosure of

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

19 beneficiary of the credit under this section.

20 (c) If the taJE credit under this section mEceeds the

21 taJEpayer' s income taJE liability for any of the five years that

22 the credit is taken, the eJEcess of the tan credit ovcr liability

8B2144 HD1 HM8 2010-2751

1I1111111111111111111111111111111111111111111111111111IIIIIIIIIIIIIIIIII~IIIIIIIIIIIIIIII~IIIIIIIIIIIIIIIIIIIIIIIIII~IIIIII



Page 6

S.B. NO.
2144
8.0.2
HD.1

1 may be used as a eredit against the talEpayer I s income talE

2 liability in subsequent years until CJEhausted. Every claim,

3 ineluding amended elaims, for a talE eredit under this section

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

5 follmJing the close of the taJeable year for '"hich the credit may

6 be claimed. Failure to comply '"ith the foregoing provision

7 shall constitute a waiver of the right to claim the credit.

8 (d) If at the close of any taJEable year in the five year

9 period in subsection (a).

10

11

12

13

14

15

16

17

~ The business no longer qualifies as a qualified high

teehnology business,

~ The business or an interest in the business has been

sold by the talEpayer investing in the qualified high

technology business, or

-f-3-J-- The talEpayer has '.Jithdrmm the taJEpayer I s investment

'"holly or partially from the qualified high technology

business,

18 the credit claimed under this section shall be recaptured, The

19 recapture shall be equal to ten per cent of the amount of the

20 total tmE credit claimed under this section in the preeeding t'.m

21 taleable years, The amount of the credit recaptured shall apply

22 only to the investment in the partieular qualified high
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1 technology busincss that meets the requirements of paragraph

2 (1), (2), or (3). The recapture provisions of this subsection

3 shall not apply to a taJE credit claimed for a qualified high

4 technology business that does not fall ,lithin the provisions of

5 paragraph (1), (2), or (3). The amount of the recaptured taJE

6 credit determined under this subsection shall be addcd to the

7 taxpayer 's taJE liability for the talEable year in '.:hich the

8 recapture occurs under this subsection.

9 (e) Every taJEpayer, before Harch 31 of each year in ",hich

10 an investment in a qualified high technology business '.ms made

11 in the previous taJEable year, shall submit a written, certified

12 statement to the director of taJEation identifying,

13

14

15

16

17

18

19

20

21

+l+ Qualified investments, if any, C3Epended in the

previous taJ(able year, and

-{-2-J-- The amount of talE credits claimed pursuant to this

section, if any, in the previous taJEable year.

(f) The department shall,

+l+ ,qaintain records of the names and addresses of the

talEpayers claiming the credits under this section and

the total amount of the qualified investment costs

upon '.:hich the taJ( credit is based,
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3

4

5

~ Total all qualifying and eumulative investments that

the department eertifies, and

-f4-l-- Certify the amount of the taJE eredit for eaeh taJEable

6 year and eumulative amount of the talE eredit.

7 Upon eaeh determination made under this subseotion, the

8 department shall issue a oertifieate to the talEpayer verifying

9 information submitted to the department, ineluding qualifying

10 investment amounts, the eredit amount oertified for eaoh taJEable

11 year, and the eumulative amount of the taJE eredit during the

12 eredit period. The taJEpayer shall file the oertifioate 'dith the

13 taJEpayer [s taJE return 'a'ith the department.

14, The direotor of taJEation may assess and oolleet a fee to

15 offset the oosts of oertifying talE oredits olaims under this

16 seotion. ~ll fees oolleoted under this seetion shall be

17 deposited into the taJE administration speoial fund established

18 under seotion 235 20.5,

19 (g) ~s used in this seotion.

20 "Investment taJE eredit allooation ratio" means, '.Jith

21 respeot to a talEpayer that has made an investment in a qualified

22 high teohnology business, the ratio of.
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1

2

3

4

5

+±} The amount of the credit under this scction that is,

or is to be, received by or allocated to the tm~ayer

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

iWJ'estment, to

~ The amount of the investment in the qualified high

6 teehnology business.

7 "Qualified high technology business" means a business,

8 employing or mming capital or property, or maintaining an

9 office, in this State, provided that.

10

11

12

13

14

15

16

17

18

19

20

+±} Hore than fifty per cent of its total business

activities are qualified researeh, and provided

further that the business conduets more than seventy

five per cent of its qualified researeh in this State,

~ Hore than seventy five per cent of its gross ineome is

derived from qualified researeh, and provided further

that this income is received from.

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

in this State, or

~ Services performed in this State.

21 "Qualified research" means the same as defined in section

22 235 7.3.

SB2144 HD1 HMS 2010-2751

1111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111I1111111111111111



1

Page 10

(h)

S.B. NO.

Common la'ii principles, including the doctrine of

2144
8.0.2
HD.1

2 eeonomic substance and business purpose, shall apply to any

3 investment. There exists a presumption that a transaction

4 satisfies the doctrine of eeonomic substance and business

5 purpose to the OJEtent that the special allocation of the high

6 technology business talE eredit has an iWJ'estment tax eredit

7 ratio of 1. 5 or less of eredit for every dollar invested.

8 Transactions for "hieh an investment taJE credit allocation

9 ratio greater than 1.5 but not more than 2.0 of crcdit for every

10 dollar investcd and claimed may bc revie"ed by the department

11 for applicable doctrines of economic substancc and business

12 purposc.

13 Businesses claiming a talE crcdit for transactions with

14 investment talE credit allocation ratios greater than 2.0 of

15 credit for cvery dollar investcd shall substantiate economic

16 merit and business purpose consistent "ith this section.

17 (i) For iWJ'cstments made on or aftcr Hay 1, 2009,

18 not',vithstanding any other lavr to the contrary, no allocations,

19 spccial or othen,ise, of credits under this scction may OJECeed

20 thc amount of the investment made by the talEpayer ultimately

21 claiming this credit, and imrcstment taJE credit allocation

22 ratios grcater than 1.0 of crcdit for every dollar iWJ'ested
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1 shall not be allm:ed. In addition, the credit shall be allmled

2 only in accordance '.:ith subsection (a).

3 (j) For investments made on or after Hay 1, 2009, this

4 section shall be subject to section 235 109.5.

5 (]e) This section shall not apply to taJmble years

6 beginning after December 31, 2010. n]

7 PART II

8 SECTION 4. The purpose of this part is to amend the uses

9 of the Hawaii community-based economic development revolving

10 fund to include operational funding and a funding mechanism for

11 the enterprise zone program.

12 SECTION 5. Section 210D-4, Hawaii Revised Statutes, is

13 amended to read as follows:

14 n§210D-4 Hawaii community-based economic development

15 revolving fund; established[T]; funding of community-based

16 economic development program staff, nonprofit community-based

17 organizations, and for-profit entities in enterprise zones. ~

18 There is established a revolving fund to be known as the Hawaii

19 community-based economic development revolving fund from which

20 moneys shall be loaned or granted by the department under this

21 chapter. All moneys appropriated to the fund by the

22 legislature, received as repayments of loans, payments of
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1 interest or fees, and all other moneys received by the fund from

2 any other source shall be deposited into the revolving fund and

3 used for the purposes of this chapter.

4 (b) The department [may] shall use all appropriations and

5 other moneys in the revolving fund not appropriated for a

6 designated purpose to [malEe grants or loarw.] :

7

8

9

10

11

12

13

14

15

16

17

18

19

20

(1) Fund the operations of the community-based economic

development program and the enterprise zone program

established under chapter 209E, and the personnel

costs of those programs' staff positions existing on

November 1, 2009; provided that the use of moneys from

the fund for current and future personnel costs shall

be limited to those employees performing specialized

duties and assigned solely to the community-based

economic development program or the enterprise zone

program; and

(2) Make grants and loans in accordance with this

chapter."

PART III

SECTION 6. This Act does not affect rights and duties that

21 matured, penalties that were incurred, and proceedings that were
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1 begun before its effective date, including carryover tax

2 credits.

3 SECTION 7. Statutory material to be repealed is bracketed

4 and stricken. New statutory material is underscored.

5 SECTION 8. This Act shall take effect on July 1, 2020.
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Report Title:
Tax Credit for Research Activities; CBED Program; EZ Program

Description:
Extends Tax Credit for Research Activities for an additional
year and repeals the remaining Act 221 tax credits. Requires
Hawaii Community-Based Economic Development Revolving Fund to be
used to fund Community-Based Economic Development Program and
Enterprise Zone Program operating costs. (SB2144 HD1)

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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