
HOUSE OF REPRESENTATIVES
THIRTIETH LEGISLATURE, 2020
STATE OF HAWAII

A BILL FOR AN ACT
RELATING TO THE CORPOPJ~TE DIVIDENDS RECEIVED DEDUCTION.

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

1 SECTION 1. The purpose of this Act is to correct the net

2 income tax law to eliminate unconstitutional provisions as

3 recognized by the department of taxation in Announcement 98-5

4 and Tax Information Release No. 99-2, and thereby to conform the

5 statutory language to the law as administered by the department

6 of taxation.

7 SECTION 2. Section 235-7, Hawaii Revised Statutes, is

8 amended by amending subsection Cc) to read as follows:

9 11(c) The deductions of or based on dividends paid or

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

11 B, part VIII of the Internal Revenue Code, shall not be allowed.

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

13 amount of dividends received by any corporation upon [~4~ie]:

14 (1) The shares of stock of a national banking

15 associationf, qualifying];

16 (2) Qualifying dividends, as defined in section 243(b) of

17 the Internal Revenue Code, received by members of an

HB HMS 2020-0222

~



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

Page 2

HB HMS 2020-0222

~

H.B. NO.

2

affiliated group, [or dividcndo]; provided that

“includible corporation” as used therein shall include

foreign, non-United States corporations; or

(3) Dividends received by a small business investment

company operating under the Small Business Investment

Act of 1958 (Public Law 85-699) [upon oharco of otock

qualifying undcr paragraph (3), ocvcnty]; and

seventy per cent of the amount received by any corporation as

dividends [-c

(1)

(2)

Upon the eharcc of otock of another corporation, if at

thc date of payment of the dividend at lcaot ninety

five pcr cent of thc othcr corporation’c capital atock

ic owned by onc or morc corporationo doing bucincac in

thip State and if thc other corporation Ic oubjectod

to an incomc tax in another juricdiction (but

cubjcction to fcdcral tax docc not conotitutc

cubjcction to incomc tax in anothcr juricdiction) ; and

Upon thc oharco of otock of a bank or inourancc

i ~irid ~ning huni nrnn iindr~r tHc~ 1 ~wn nf(_J~jrI.~~LLL±dI.A..LA! ‘_#.I_ ~,

thc State;



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

Page 3

HB HMS 2020-0222

~

H.B.NO.

3

-4-3-)- Upon the shares of stoc]t of anothcr corporation, if at

lcast fifteen pcr ccnt of the latter corporation’s

business, for thc taxable year of the latter

corporation preceding thc payment of the dividend, has

been attributcd to this State.

However, except for national bank dividcnds, the deductions

undcr this subsection are not allowed when they would not have

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

amended by Public Law SE 866, by reason of subsections (b) and

Cc) of section 246 of the Internal Revenue Code. For the

purposes of this subsection fifteen per cent of a corporation’s

business shall be deemed to have been attributed to this State

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

corporation as defined in this chapter (which for the purposes

of this subsection shall be computed without regard to source in

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

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

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

part), under section 235 5 and the other provisions of this

chapter, shall have been attributed to the State and subjected

to assessment of the taxable income therefrom (including the
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1 dctcrmination of the reculting nct loop, if any) .1 upon the

2 shares of stock of another corporation, if otherwise allowed

3 under section 243 of the Internal Revenue Code.”

4 SECTION 3. Statutory material to be repealed is bracketed

5 and stricken. New statutory material is underscored.

6 SECTION 4. This Act, upon its approval, shall apply to

7 taxable years beginning after December 31, 2019.

8 INTRODUCED BY:

JAN 172020
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Report Title:
Corporate Dividends Received Deduction; Housekeeping

Description:
Amends the corporate dividends received deduction to conform to
the department of taxation’s practice of administering the
deduction in compliance with federal law.
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