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HOUSE OF REPRESENTATIVES
TWENTY-SIXTH LEGISLATURE, 2011 HB. N O i q O O

STATE OF HAWAII

A BILL FOR AN ACT

RELATING TO TAXATION.

BE IT ENACTED BY THE LEGISLATURE,OF THE STATE OF HAWALII:

SECTION 1. The purpose of £his Act is to reinstate the
research activity tax credit in modified férm, basing the credit
amount on in-house wages paid for qualified research performed
within the State.

The.leéislature intends to promote immediate employment
opprortunities in a manner affordable under the state budget.

SECTION 2. Section 235-110.91, Hawail Revised Statutes, is
amended to read as follows:

"§235-110.91 Tax credit for research activities. (a)

Section 41 (with respect to the credit for increasing research

. activities) and section 280C(¢) (with respect to certain

expenses for which the credit for increasing research activities
are allowable) of the Internal Revenue Code shall be operative

for the purposes of this chapter as provided in and modified by

this section[+—exeept—that references to—the base ameountE shatt

] 3 44 e 13 1ified J :
taken—without regord tethe amount of oxpenses for previous
years] . If section 41 of the Internal Revenue Code is repealed
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or terminated prior to January 1, [28633+] 2016, its provisions
shall remain in effect for purposes of the income tax law of the
State as modified by this section[—as-previdedFforin
subseetion—{3}] .

(b) 2All references to Internal Revenue Code sections
within éections 41 and 280C(c) of the Internal Revenue Code
shall be operative for purposes of this section.

{¢) For the purpose of this section:

"In-house qualified services wages" means any wages paid to

any employee for qualified services performed by the employee

within the State. The term shall not include wages incurred by,

but not actually paid to, an employee. The term also shall not

include any contract research expenses.

"oualified research" means the same as defined under

section 41(d) of the Internal Revenue Code, but shall not

include research performed outside of the State.

"Qualified services" means the same as defined under

gection 41(b) (2) (B) of the Internal Revenue Code, but shall not

include services performed outside the State.

[{e}] (d) There shall be allowed to each [gualifiedhigh

technology—business] individual or corporate taxpayer subject to

the tax imposed by this chapter an income tax credit for

HB LRB 11-0527.doc

AR SRR EE e



10
11
12
13
14
15
16
17
18
19
20

21

A H.B. NO. Q0D

[ 3 . E . g ] ! 0] L] [ » ! 3 ] a n E ]
ot  ded . - ]
and—asmodified by this seetions] wages paid for gualified

regearch performed by the taxpayer's employees within the State.

The credit shall egual twenty per cent of the difference between

the following:

(1) The amount of in-house qualified services wages paid

to employees by the taxpayer in the taxable year, the

credit for which is claimed; and

(2) The amount of in-house qualified sexrvices wages paid

to employvees by the taxpayer in the previous taxable

year. If, in the previous taxable yeaxr, the taxpayer

did not pay any such wages or did not have a presence

in the State, then the amount under this paragraph

shall be s90.

-

The credit shall be deductible from the taxpayer's net
income tax liabkility, if any, imposed by this chapter for the

taxable year in which the credit is properly claimed.

[ —PBvery—guaki-fied—high—technology business,—before
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4] (e) If the tax credit [fergualified—resecareh
aetivities—elaimedby—=a] to which the taxpayer is entitled

exceeds the amount of income tax payment due from the taxpayer,

the excess of the tax credit over payments due [shali—be
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tess—than—$1-] may be carried over to and claimed in subsequent

taxable years by the taxpayer until exhausted. The excess tax

credit shall not be refundable.

[--] (£) All claims-fof a tax credit under this section
shall be filed on or before the end of the twelfth month
following the close of the taxable year for whichrthe credit may
be claimed. Faillure to properly claim the credit shall
constitute a waiver of the right te claim the credit.

[43] (g} The director of taxation may adopt any rules

under chapter 91 and forms necessary to carry out this section.

[+5)+] (h) This section, as modified by Act , Session

Laws of Hawaii 2011, shall apply to taxable years beginning

after December 31, 2010, but shall not apply to taxable years

beginning after December 31, [2636<] 2015."
SECTION 3. Statutory material to be repealed is bracketed

and stricken. New statutory material is underscored.
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SECTION 4. This Act shall take effect retroactive to
December 31, 2010, and shall apply to taxable years beginning

after December 31, 2010.

INTRODUCED BY: Cﬂ&"ﬂ %//é; . 7
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.Report Title:
Research Tax Credit; Reinstatement

Description:

Reinstates the research tax credit in modified form, basing the
amount of the credit on the in-house wages paid for qualified
regearch within the State.

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

HB LRB 11-0527.doc

AT ENCAE





