
HOUSE OF REPRESENTATIVES
THIRTY-THIRD LEGISLATURE, 2025 H . B. NO.
STATE OF HAWAII

A BILL FOR AN ACT
RELATING TO TAXATION.

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

1 SECTION 1. Section 196-6.5, Hawaii Revised Statutes, is

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

3 “(a) On or after January 1, 2010, no building permit shall

4 be issued for a new single-family dwelling that does not include

5 a solar water heater system that meets the standards established

6 pursuant to section 269—44, unless the chief energy officer of

7 the Hawaii state energy office approves a variance. A variance

8 application shall only be accepted if submitted by an architect

9 or mechanical engineer licensed under chapter 464, who attests

10 that:

11 (1) Installation is impracticable due to poor solar

12 resource;

13 (2) Installation is cost—prohibitive based upon a life

14 cycle cost-benefit analysis that incorporates the

15 average residential utility bill and the cost of the

16 new solar water heater system with a life cycle that

17 does not exceed fifteen years;
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1 (3) A renewable energy technology system[, az

2 ocction 235 12.5,] is substituted for use as the

3 primary energy source for heating water [i-I . For the

4 purposes of this paragraph, “renewable energy

5 technology system” means a new system that captures

6 and converts a renewable source of energy, such as

7 solar or wind energy, into:

8 (A) A usable source of thermal or mechanical energy;

9 (B) Electricity; or

10 (C) Fuel; or

11 (4) A demand water heater device approved by Underwriters

12 Laboratories, Inc., is installed; provided that at

13 least one other gas appliance is installed in the

14 dwelling. For the purposes of this paragraph, “demand

15 water heater” means a gas-tankless instantaneous water

16 heater that provides hot water only as it is needed.”

17 SECTION 2. Section 201-113, Hawaii Revised Statutes, is

18 amended by amending subsection (a) to read as follows:

19 “(a) There is established in the state treasury the Hawaii

20 film and creative industries development special fund into which

21 shall be deposited:
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1

2

3

4

5

6

7

8

9

10

Appropriations by the legislature;

Donations and contributions made by private

individuals or organizations for deposit into the

fund;

Grants provided by governmental agencies or any other

source;

Effcctivc January 2, 2023, all rcvcnuca, fccc, and

chargcz from thc proccocing of thc motion picturc,

digital mcdia, and film production incomc tax crcdit

purcuant to scction 235—17;] and

[-(-s-)-] (4) Effective July 1, 2022, all existing and future

revenues, fees, and income received by the department

from its management of public facilities that support

media and entertainment workforce and business

development, with the exception of the Hawaii film

studio.

SECTION 3. Section 235—2.3, Hawaii Revised Statutes, is

amended by amending subsection (b) to read as follows:

“(b) The following Internal Revenue Code subchapters,

parts of subchapters, sections, subsections, and parts of

(1)

(2)

(3)

11

12

13

14

15

16

17

18

19

20
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1 subsections shall not be operative for the purposes of this

2 chapter, unless otherwise provided:

3 (1) Subchapter A (sections 1 to 59A) (with respect to

4 determination of tax liability), except section

5 1(h) (2) (relating to net capital gain reduced by the

6 amount taken into account as investment income),

7 except sections 2 (a), 2 (b), and 2 (c) (with respect to

8 the definition of “surviving spouse” and “head of

9 household”), except section 41 (with respect to the

10 credit for increasing research activities), except

11 section 42 (with respect to low-income housing

12 credit), [cxccpt zcctionz 47 and 49, as amcndcd, as of

13 Dcccmbcr 31, 1994 (with rcspcct to ccrtain dcprcciablc

14 tangibic pcrsonal propcrty),] and except section

15 48(d) (3), as amended, as of February 17, 2009 (with

16 respect to the treatment of United States Department

17 of Treasury grants made under section 1603 of the

18 American Recovery and Reinvestment Tax Act of 2009)

19 For treatment, see sections 235—110.91[, 235 110.7,]

20 and 235—110.8;
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1 (2) Section 78 (with respect to dividends received from

2 certain foreign corporations by domestic corporations

3 choosing foreign tax credit);

4 (3) Section 86 (with respect to social security and tier 1

5 railroad retirement benefits);

6 (4) Section 91 (with respect to certain foreign branch

7 losses transferred to specified 10-percent owned

8 foreign corporations);

9 (5) Section 103 (with respect to interest on state and

10 local bonds) . For treatment, see section 2 35—7 (b);

11 (6) Section 114 (with respect to extraterritorial income)

12 For treatment, any transaction as specified in the

13 transitional rule for 2005 and 2006 as specified in

14 the American Jobs Creation Act of 2004 section 101(d)

15 and any transaction that has occurred pursuant to a

16 binding contract as specified in the American Jobs

17 Creation Act of 2004 section 101(f) are inoperative;

18 (7) Section 120 (with respect to amounts received under

19 qualified group legal services plans) . For treatment,

20 see section 235—7 (a) (9) to (11);
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1 (8) Section 122 (with respect to certain reduced uniformed

2 services retirement pay) For treatment, see

3 section 235—7 (a) (3) ;

4 (9) Section 135 (with respect to income from United States

5 savings bonds used to pay higher education tuition and

6 fees) For treatment, see section 235-7 (a) (1);

7 (10) Section 139C (with respect to COBRA premium

8 assistance);

9 (11) Subchapter B (sections 141 to 150) (with respect to

10 tax exemption requirements for state and local bonds);

11 (12) Section 151 (with respect to allowance of deductions

12 for personal exemptions) . For treatment, see

13 section 235—54;

14 (13) Section 179B (with respect to expensing of capital

15 costs incurred in complying with Environmental

16 Protection Agency sulphur regulations);

17 (14) Section 181 (with respect to special rules for certain

18 film and television productions);

19 (15) Section 196 (with respect to deduction for certain

20 unused investment credits);
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1 (16) Section 199 (with respect to the U.S. production

2 activities deduction);

3 (17) Section 199A (with respect to qualified business

4 income);

5 (18) Section 222 (with respect to qualified tuition and

6 related expenses);

7 (19) Sections 241 to 247 (with respect to special

8 deductions for corporations) . For treatment, see

9 section 235—7(c);

10 (20) Section 250 (with respect to foreign—derived

11 intangible income and global intangible low-taxed

12 income);

13 (21) Section 267A (with respect to certain related party

14 amounts paid or accrued in hybrid transactions or with

15 hybrid entities);

16 (22) Section 280C (with respect to certain expenses for

17 which credits are allowable) . For treatment, see

18 section 235—110.91;

19 (23) Section 291 (with respect to special rules relating to

20 corporate preference items);

21 (24) Section 367 (with respect to foreign corporations);
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1 (25) Section 501(c) (12), (15), (16) (with respect to exempt

2 organizations); except that section 501 (c) (12) shall

3 be operative for companies that provide potable water

4 to residential communities that lack any access to

5 public utility water services;

6 (26) Section 515 (with respect to taxes of foreign

7 countries and possessions of the United States);

8 (27) Subchapter G (sections 531 to 565) (with respect to

9 corporations used to avoid income tax on

10 shareholders);

11 (28) Subchapter H (sections 581 to 597) (with respect to

12 banking institutions), except section 584 (with

13 respect to common trust funds) . For treatment, see

14 chapter 241;

15 (29) Section 642(a) and (b) (with respect to special rules

16 for credits and deductions applicable to trusts) . For

17 treatment, see sections 235—54(b) and 235—55;

18 (30) Section 646 (with respect to tax treatment of electing

19 Alaska Native settlement trusts);

20 (31) Section 668 (with respect to interest charge on

21 accumulation distributions from foreign trusts);
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1 (32) Subchapter L (sections 801 to 848) (with respect to

2 insurance companies) For treatment, see sections

3 431:7-202 and 431:7-204;

4 (33) Section 853 (with respect to foreign tax credit

5 allowed to shareholders) . For treatment, see

6 section 235—55;

7 (34) Section 853A (with respect to credits from tax credit

8 bonds allowed to shareholders);

9 (35) Subchapter N (sections 861 to 999) (with respect to

10 tax based on income from sources within or without the

11 United States), except sections 985 to 989 (with

12 respect to foreign currency transactions) . For

13 treatment, see sections 235—4, 235—5, and 235—7(b),

14 and 235—55;

15 (36) Section 1042(g) (with respect to sales of stock in

16 agricultural refiners and processors to eligible farm

17 cooperatives);

18 (37) Section 1055 (with respect to redeemable ground

19 rents);

20 (38) Section 1057 (with respect to election to treat

21 transfer to foreign trust, etc., as taxable exchange);
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1 (39) Sections 1291 to 1298 (with respect to treatment of

2 passive foreign investment companies);

3 (40) Subchapter Q (sections 1311 to 1351) (with respect to

4 readjustment of tax between years and special

5 limitations), except for section 1341 (with respect to

6 computation of tax where taxpayer restores substantial

7 amount held under claim of right);

8 (41) Subchapter R (sections 1352 to 1359) (with respect to

9 election to determine corporate tax on certain

10 international shipping activities using per ton rate);

11 (42) Subchapter U (sections 1391 to 1397F) (with respect to

12 designation and treatment of empowerment zones,

13 enterprise communities, and rural development

14 investment areas) For treatment, see chapter 209E;

15 (43) Subchapter W (sections 1400 to 1400C) (with respect to

16 District of Columbia enterprise zone);

17 (44) Section 14000 (with respect to education tax

18 benefits) ;

19 (45) Section 1400P (with respect to housing tax benefits);

20 (46) Section 1400R (with respect to employment relief);
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1 (47) Section 1400T (with respect to special rules for

2 mortgage revenue bonds);

3 (48) Section 1400U—1 (with respect to allocation of

4 recovery zone bonds);

5 (49) Section 1400U—2 (with respect to recovery zone

6 economic development bonds); and

7 (50) Section 1400U—3 (with respect to recovery zone

8 facility bonds) •“

9 SECTION 4. Section 235—110.93, Hawaii Revised Statutes, is

10 amended by amending subsection (d) to read as follows:

11 “(d) The cost upon which the tax credit is computed shall

12 be determined at the entity level. In the case of a

13 partnership, S corporation, estate, trust, or other pass through

14 entity, distribution and share of the credit shall be determined

15 [pursuant to Dcction 235 110.7(a).] by rule.

16 If a deduction is taken under section 179 (with respect to

17 election to expense depreciable business assets) of the Internal

18 Revenue Code, no tax credit shall be allowed for that portion of

19 the qualified agricultural cost for which a deduction was taken.

20 The basis of eligible property for depreciation or

21 accelerated cost recovery system purposes for state income taxes

HB LRB 25-0426-1.docx 11



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

Page 12

RB LRB 25-0426-1.docx

H.B. NO. j3bq

12

shall be reduced by the amount of credit allowable and claimed.

No deduction shall be allowed for that portion of otherwise

deductible qualified agricultural costs on which a credit is

claimed under this section.”

SECTION 5. Section 237-16.5, Hawaii Revised Statutes, is

amended to read as follows:

“~237-16.5 Tax on written real property leases[; deduction

allowed] . (a) This section relates to the leasing of real

property by a lessor to a lessee. There is hereby levied, and

shall be assessed and collected annually, a privilege tax

against persons engaging or continuing within the State in the

business of leasing real property to another, equal to four per

cent of the gross proceeds or gross income received or derived

from the leasing[; providcd that whcrc rcal propcrty iz

zublcaDcd by a 1co~cc to a oublcoacc, thc lcoccc, ac providcd in

thia cicction, 3hall bc allowcd a dcduction from thc amount of

groz~ procccds or grozz incomc rcccivcd from its oublcasc of thc

rcal propcrty. Thc dcduction shall bc in thc amount allowcd

undcr this scction]

[All dcductions undcr thio scct±on and thc namc and gcncral

cxcisc tax numbcr of thc lcsscc’s icosor shall bc rcportcd on
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thc gcncral cxcisc tax rcturn. Any dcduction allowcd undcr this

soction shall only bc allowcd with rcspcct to lcascs and

sublcascs in writing and rclating to thc samc rcal propcrty.

(b) Thc lcsscc shall obtain from its lcssor a ccrtificatc,

in thc form as tho dcpartmcnt shall prcscribc, ccrtifying that

thc lcssor is subjcct to tax undcr this chaptcr on thc gross

procccds or gross incomc rcccivcd from thc lcsscc. Thc abscncc

of thc ccrtificatc in itsclf shall givc risc to thc prcsumption

that thc lcsscc is not allowod thc dcduction undcr this scction.

Cc) If various roal propcrty or spacc lcascd to thc lcsscc

havc diffcrcnt rcntal valucs, thcn thc total monctary gross

procccds or gross incomc paid to a lcssor for all rcal propcrty

or spacc shall first bc allocatcd to thc fair rontal valuc for

cash rcal propcrty or spacc. If thc lcsscc lcascs icss than onc

hundrcd pcr ccnt of rcal propcrty or spacc that was lcascd from

thc lcssor to a sublcsscc, thcn thc total monctary gross

procccds or gross incomc paid by thc lcsscc for that rcal

propcrty or spacc to its lcssor shall bc allocatcd. Thc

pcrccntagc of rcal propcrty or spacc sublcascd shall bc

multiplicd by thc monctary gross procccds or gross incomc paid

for thc rcal propcrty or spacc by thc icsscc to its lcssor. Thc



H.B. NO. L3b~

1 product of thc prcccding multiplication shall bc dcductcd from

2 thc monctary gross procccds or gross incomc rcccivcd for rcal

3 propcrty or zpacc by thc lcsscc.

4 Oncc thc allocations arc madc, thc appropriatc dcduction

5 undcr subscction (g) shall bc madc.

6 (d) Thc lcssor shall makc allocations undcr this scction

7 at thc timc thc sublcasc is cntcrcd into and thc allocations

8 shall not bc changcd during thc tcrm of thc sublcasc. Thcrc

9 shall bc a rcasonablc basis for thc allocations, taking into

10 considcration thc sizc, quality, and location of thc rcal

11 propcrty or spacc sublcascd. In no cvcnt shall thc total amount

12 allocatcd to all sublcascs cxcccd thc total monctary gross

13 procccdz paid by thc lcszcc to its lccsor. Thc dircctor may

14 rcdctcrminc thc amount of thc dcduction undcr this scction if

15 thc dircctor finds that thc basis for allocation is not

16 rcasonablc or that rcdctcrmination is ncccssary to prcvcnt thc

17 avoidancc of taxcs.

18 -(-e-)-] (b) As used in this section:

19 “Lease” means the rental of real property under an

20 instrument in writing by which one conveys real property for a

21 specified term and for a specified consideration, and includes

HB LRB 25-0426-1.docx 14
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1 the written extension or renegotiation of a lease, and any

2 holdover tenancy.

3 “Lessee” means one who holds real property under lease, and

4 includes a sublessee.

5 “Lessor” means one who conveys real property by lease, and

6 includes a sublessor.

7 “Real property or space” means the area actually rented and

8 used by the lessee, and includes common elements as defined in

9 section 514B-3.

10 [“Sublcasc” ±nciudcz thc rontal of rcal proporty which is

11 hold undcr a lcasc and is mado in a writton documcnt by which

12 ono convoys rcal proporty for a spccificd tcrm and for a

13 zpccificd considcration. A zubloaso includos tho writton

14 cxtcnzion or ronogotiation of a subloaso and any hoidovcr

15 irnnnrv undor thc writton subloaso.

16 “Sublcsscc” moans onc who holds roal proporty un~~ a

17 subloasc.

18 “Sublossor” moans ono who convoys roal proporty by

19 subloaso.
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1 on chall not

2

3

4

5

6

7

8

9

10

11

12

with rcDpcct to any itcm of thc lcasor’~ gro~~ procccdD or gro~

incomc, to cxcccd four pcr ccnt.

(g) Aftcr allocation undcr 9ubzcction (c), if ncccocary,

thc dcduction undcr thic acction chall bc allowcd from thc groza

procccd~ or groos incomc of thc lczzcc rcccivcd from its

cublcasc in an amount calculatcd by multiplying thc gross

procccds or gross incomc paid by thc lcsscc to its lcssor for

thc lcasc of thc rcal propcrty by .975.

Thc amount calculatcd shall bc dcductcd by thc lczscc from

thc lcsscc’s total rcportcd gross procccds or gross incomc. Thc

dcduction allowcd by thiz subscction may bc takcn by thc fiscal

13 and calcndar ycar lcssccs.]”

14 SECTION 6. Section 237—22, Hawaii Revised Statutes, is

15 amended by amending subsection (b) to read as follows:

16 “(b) To the extent that any deduction, allocation, or

17 other method to determine tax liability is necessary to comply

18 with subsection (a), each taxpayer liable for the tax imposed by

19 this chapter shall be entitled to full offset for the amount of

20 legally imposed sales, gross receipts, or use taxes paid by the

21 taxpayer with respect to the imported property, service, or

HB LRB 25-0426-l.docx 16
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1 contracting to another state and any subdivision thereof;

2 provided that such offset shall not exceed the amount of general

3 excise tax imposed under this chapter upon the gross proceeds of

4 sales or gross income from the sale and subsequent sale of the

5 imported property, service, or contracting. The amount of

6 legally imposed sales, gross receipts, or use taxes paid by the

7 taxpayer with respect to the import shall be first applied

8 against any use tax, as permitted under section [238-3(i),]

9 238-3(h), and any remaining amount may be applied under this

10 section for the same imported property, service, or contracting.

11 The director of taxation shall have the authority to

12 implement this offset by prescribing tax forms and instructions

13 that require tax reporting and payment by deduction, allocation,

14 or any other method to determine tax liability to the extent

15 necessary to comply with the foregoing.

16 The director of taxation may require the taxpayer to

17 produce the necessary receipts or vouchers indicating the

18 payment of the sales, gross receipts, or use taxes to another

19 state or subdivision as a condition for the allowance of this

20 offset.”

HB LRB 25-0426-l.docx 17
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1 SECTION 7. Section 237-24, Hawaii Revised Statutes, is

2 amended to read as follows:

3 “~237-24 P~mounts not taxable. This chapter shall not

4 apply to the following amounts:

5 (1) Amounts received under life insurance policies and

6 contracts paid by reason of the death of the insured;

7 (2) Amounts received (other than amounts paid by reason of

8 death of the insured) under life insurance, endowment,

9 or annuity contracts, either during the term or at

10 maturity or upon surrender of the contract;

11 (3) Amounts received under any accident insurance or

12 health insurance policy or contract or under workers’

13 compensation acts or employers’ liability acts, as

14 compensation for personal injuries, death, or

15 sickness, including also the amount of any damages or

16 other compensation received, whether as a result of

17 action or by private agreement between the parties on

18 account of the personal injuries, death, or sickness;

19 (4) The value of all property of every kind and sort

20 acquired by gift, bequest, or devise, and the value of

21 all property acquired by descent or inheritance;

HB LRB 25—0426-1.docx 18
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1 (5) Amounts received by any person as compensatory damages

2 for any tort injury to the person, or to the person’s

3 character reputation, or received as compensatory

4 damages for any tort injury to or destruction of

5 property, whether as the result of action or by

6 private agreement between the parties (provided that

7 amounts received as punitive damages for tort injury

8 or breach of contract injury shall be included in

9 gross income);

10 (6) Amounts received as salaries or wages for services

11 rendered by an employee to an employer;

12 (7) Amounts received as alimony and other similar payments

13 and settlements;

14 (8) Amounts collected by distributors as fuel taxes on

15 “liquid fuel” imposed by chapter 243, and the amounts

16 collected by such distributors as a fuel tax imposed

17 by any Act of the Congress of the United States;

18 (9) Taxes on liquor imposed by chapter 244D on dealers

19 holding permits under that chapter;

20 (10) The amounts of taxes on cigarettes and tobacco

21 products imposed by chapter 245 on wholesalers or

HB LRB 25-0426-l.docx 19
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1 dealers holding licenses under that chapter and

2 selling the products at wholesale;

3 (11) Federal excise taxes imposed on articles sold at

4 retail and collected from the purchasers thereof and

5 paid to the federal government by the retailer;

6 (12) The amounts of federal taxes under chapter 37 of the

7 Internal Revenue Code, or similar federal taxes,

8 imposed on sugar manufactured in the State, paid by

9 the manufacturer to the federal government;

10 (13) An amount up to, but not in excess of, $2,000 a year

11 of gross income received by any blind, deaf, or

12 totally disabled person engaging, or continuing, in

13 any business, trade, activity, occupation, or calling

14 within the State; a corporation all of whose

15 outstanding shares are owned by an individual or

16 individuals who are blind, deaf, or totally disabled;

17 a general, limited, or limited liability partnership,

18 all of whose partners are blind, deaf, or totally

19 disabled; or a limited liability company, all of whose

20 members are blind, deaf, or totally disabled;
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1 [(14) ~ounts received by a producer of sugarcane from the

2 manufacturer to whom the producer soils the nn~arcann~

3 where:

4 -(-A-)- The producer is an independent cane farmer, so

5 classed by the Secretary of Agriculture under the

6 Sugar Act of 1948 (61 Stat. 922, chapter 519) as

7 the Act may be amended or supplemented;

8 -(-B-)- The value or gross proceeds of sale of the sugar,

9 and other prorhicts manufactured from the

10 sugarcanc, is included in the measure of the tax

11 levied on the manufacturer under section

12 237—13(1) or (2);

13 -fG-)- The producer’s gross proceeds of sales arc

14 dependent upon the actual value of the products

15 manufactured therefrom or the average value of

16 all similar products manufactured by the

17 manufacturer; and

18 -(-9* The producer’s gross proceeds of sales arc

19 reduced by reason of the tax on the value or sale

20 of the manufactured productn:
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1 (15)] (14) Money paid by the State or eleemosynary

2 child-placing organizations to foster parents for

3 their care of children in foster homes;

4 [(16)1 (15) Amounts received by a cooperative housing

5 corporation from its shareholders in reimbursement of

6 funds paid by such corporation for lease rental, real

7 property taxes, and other expenses of operating and

8 maintaining the cooperative land and improvements;

9 provided that such a cooperative corporation is a

10 corporation:

11 (A) Having one and only one class of stock

12 outstanding;

13 (B) Each of the stockholders of which is entitled

14 solely by reason of the stockholder’s ownership

15 of stock in the corporation, to occupy for

16 dwelling purposes a house, or an apartment in a

17 building owned or leased by the corporation; and

18 (C) No stockholder of which is entitled (either

19 conditionally or unconditionally) to receive any

20 distribution not out of earnings and profits of

HB LRB 25-0426-1.docx 22
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the corporation except in a complete or partial

liquidation of the corporation; and

[(17)] (16) Amounts received by a contractor of the

Patient-Centered Community Care program that is

established by the United States Department of

Veterans Affairs pursuant to title 38 United States

Code section 8153, as amended, for the actual costs or

advancements to third party health care providers

pursuant to a contract with the United States.”

SECTION 8. Section 237-24.3, Hawaii Revised Statutes, is

amended to read as follows:

“~237-24.3 Additional amounts not taxable. In addition to

the amounts not taxable under section 237-24, this chapter shall

not apply to:

[-(4-)- Amountz rcccivcd from thc loading, tranzportation, and

unloading of agricultural cornmodit±cz zhippcd for a

produccr or producc dcalcr on onc iziand of th±z Statc

to a pcrzon, firm, or organization on anothcr island

of this Statc. Thc tcrmz “agricultural commodity”,

“produccr”, and “producc dcalcr” shall bc dcfincd in

thc zamc manncr as thcy arc dcfincd in scction 147 1;
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~avc

382—1,

or

1 proviucu mat nrrricu±tural

2 bccn produccd in thc Statc;

-(-2-)-] (1) Amounts received by the manager, submanager, or

board of directors of:

(A) An association of a condominium property regime

established in accordance with chapter 514B or

any predecessor thereto; or

(B) A nonprofit homeowners or community association

incorporated in accordance with chapter 414D or

any predecessor thereto and existing pursuant to

covenants running with the land,

reimbursement of sums paid for common expenses;

Amounts received or accrued from:

The loading or unloading of cargo from ships,

barges, vessels, or aircraft, including

stevedoring services as defined in section

whether or not the ships, barges, vessels,

aircraft travel between the State and other

states or countries or between the islands of the

State;
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1 (B) Tugboat services including pilotage fees

2 performed within the State, and the towage of

3 ships, barges, or vessels in and out of state

4 harbors, or from one pier to another;

5 (C) The transportation of pilots or governmental

6 officials to ships, barges, or vessels offshore;

7 rigging gear; checking freight and similar

8 services; standby charges; and use of moorings

9 and running mooring lines; and

10 (D) Wharfage and demurrage imposed under chapter 266

11 that is paid to the department of transportation;

12 [-(-4-)-] (3) Amounts received by an employee benefit plan by

13 way of contributions, dividends, interest, and other

14 income; and amounts received by a nonprofit

15 organization or office, as payments for costs and

16 expenses incurred for the administration of an

17 employee benefit plan; provided that this exemption

18 shall not apply to any gross rental income or gross

19 rental proceeds received after June 30, 1994, as

20 income from investments in real property in this

21 State; and provided further that gross rental income
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1 or gross rental proceeds from investments in real

2 property received by an employee benefit plan after

3 June 30, 1994, under written contracts executed prior

4 to July 1, 1994, shall not be taxed until the

5 contracts are renegotiated, renewed, or extended, or

6 until after December 31, 1998, whichever is earlier.

7 For the purposes of this paragraph, “employee benefit

8 plan” means any plan as defined in title 29 United

9 States Code section 1002(3), as amended;

10 [-(-5--)-] (4) Amounts received for purchases made with United

11 States Department of Agriculture food coupons under

12 the federal food stamp program, and amounts received

13 for purchases made with United States Department of

14 Agriculture food vouchers under the Special

15 Supplemental Foods Program for Women, Infants and

16 Children;

17 [-(-b-)-] (5) Amounts received by a hospital, infirmary,

18 medical clinic, health care facility, pharmacy, or a

19 practitioner licensed to administer the drug to an

20 individual for selling prescription drugs or

21 prosthetic devices to an individual; provided that
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Page 27 H . B. NO. i

1 this paragraph shall not apply to any amounts received

2 for services provided in selling prescription drugs or

3 prosthetic devices. As used in this paragraph:

4 “Prescription drugs” are those drugs defined

5 under section 328-1 and dispensed by filling or

6 refilling a written or oral prescription by a

7 practitioner licensed under law to administer the drug

8 and sold by a licensed pharmacist under section 328-16

9 or practitioners licensed to administer drugs;

10 provided that “prescription drugs” shall not include

11 cannabis or manufactured cannabis products authorized

12 pursuant to chapters 329 and 329D; and

13 “Prosthetic device” means any artificial device

14 or appliance, instrument, apparatus, or contrivance,

15 including their components, parts, accessories, and

16 replacements thereof, used to replace a missing or

17 surgically removed part of the human body, which is

18 prescribed by a licensed practitioner of medicine,

19 osteopathy, or podiatry and that is sold by the

20 practitioner or that is dispensed and sold by a dealer

21 of prosthetic devices; provided that “prosthetic
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1 device” shall not mean any auditory, ophthalmic,

2 dental, or ocular device or appliance, instrument,

3 apparatus, or contrivance;

4 [-(-v-)-] (6) Taxes on transient accommodations imposed by

5 chapter 237D and passed on and collected by operators

6 holding certificates of registration under that

7 chapter;

8 [-(-8-)-] (7) Amounts received as dues by an unincorporated

9 merchants association from its membership for

10 advertising media, promotional, and advertising costs

11 for the promotion of the association for the benefit

12 of its members as a whole and not for the benefit of

13 an individual member or group of members less than the

14 entire membership;

15 [-(-9-)-] (8) Amounts received by a labor organization for real

16 property leased to:

17 (A) A labor organization; or

18 (B) A trust fund established by a labor organization

19 for the benefit of its members, families, and

20 dependents for medical or hospital care, pensions

21 on retirement or death of employees,
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(12)] (10) Amounts received by a hospital, infirmary,

medical clinic, health care facility, or pharmacy, or

[(10)1

[(11)

apprenticeship and training, and other membership

service programs.

As used in this paragraph, “labor organization” means

a labor organization exempt from federal income tax

under section 501(c) (5) of the Internal Revenue Code,

as amended;

(9) Amounts received from foreign diplomats and

consular officials who are holding cards issued or

authorized by the United States Department of State

granting them an exemption from state taxes; and

Amounts rccc±vcd as rcnt for thc rcntal or icasing of

aircraft or aircraft cngincs uscd by thc lcssccs or

rcntcrs for intcrstatc air transportation of

passcngcrs and goods. For purposcs of this paragraph,

paymcnts madc pursuant to a lcasc shall bc considcrcd

of whcthcr thc 1

lcasc or a financing lcasc. Thc dcfinition of

“~ntrr~tnlm i~r trnn~nortnt~nn” i~ ~ ~rmr r~ ~n 4’~

19

20

21
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1 a medical or dental practitioner, for

2 healthcare-related goods or services purchased under

3 the medicare, medicaid, or TRICARE programs. For the

4 purposes of this paragraph, the healthcare-related

5 services need not be performed by a medical or dental

6 practitioner but may be performed by a physician’s

7 assistant, nurse, or other employee under the medical

8 or dental practitioner’s direction. As used in this

9 paragraph:

10 “Medicaid” means the program established under

11 Title XIX of the Social Security Act of 1935, as

12 amended;

13 “Medical or dental practitioner” means a

14 physician or osteopathic physician licensed pursuant

15 to chapter 453; a dentist licensed under chapter 448;

16 an advanced practice registered nurse licensed

17 pursuant to chapter 457; or a pharmacist licensed

18 pursuant to chapter 461;

19 “Medicare” means the program established under

20 Title XVIII of the Social Security Act of 1935, as

21 amended; and
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1 “TRICARE” means the program of the Department of

2 Defense military health system managed by the Defense

3 Health Agency, or any successor program.”

4 SECTION 9. Section 237—25, Hawaii Revised Statutes, is

5 amended by amending subsection (a) to read as follows:

6 “(a) Any provision of law to the contrary notwithstanding,

7 there shall be exempted from, and excluded from the measures of,

8 the tax imposed by chapter 237 all sales, and the gross proceeds

9 of all sales, of:

10 (1) Intoxicating liquor, as defined in chapter 281,

11 hereafter sold by any person licensed under chapter

12 281 to the United States (including any agency or

13 instrumentality of the United States that is wholly

14 owned or otherwise so constituted as to be immune from

15 the levy of a tax under chapter 238 or 244D but not

16 including national banks), or to any organization to

17 which that sale is permitted by the proviso of

18 “Class 3” of section 281-31, located on any Army,

19 Navy, or Air Force reservation, but the person making

20 the sale shall nevertheless, within the meaning of
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~-hr~ ouch ~lc ohall ~rthcl~, withL.

tho moaning of thio chaptcr, bc dccmcd a liccnocd

zcllcr;] and

[-(-4-)-] (3) When the amount of property sold by a licensee

turns upon the amount of the property sold through a

HB LRB 25-0426--l.docx 32
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chapters 237, 244D, and 281 be deemed to be a licensed

seller;

Tobacco products and cigarettes, as defined in chapter

245, sold by any person licensed under the chapter to

the United States (including any agency or

instrumentality thereof that is wholly owned or

otherwise so constituted as to be immune from the levy

of a tax under chapter 238 or 245 but not including

national banks), but the person making the sale shall

nevertheless, within the meaning of chapters 237 and

245, be deemed to be a licensed seller;

Othcr tangibic pcrzonal propcrty zold by any pcrzon

liccnood undcr thio chaptcr to thc Unitcd Statco

(including any agcncy, inztrumcntality, or fcdcral

n~r~Hi t iin~ on tHnrrof hut not inn I

—,-‘.~-,-‘,-~ ,-~-,-~,-~4-banko), and t~ ~

nIT flflr
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1 vending machine or similar device to the customer

2 using the device, there shall not be deemed to have

3 occurred any sale covered by an exemption under

4 paragraph (1), or (2) [, or (3)] .“

5 SECTION 10. Section 237-29.5, Hawaii Revised Statutes, is

6 amended by amending subsection (a) to read as follows:

7 “(a) There shall be exempted from, and excluded from the

8 measure of, the taxes imposed by this chapter all of the value

9 or gross proceeds arising from the manufacture, production, or

10 sale of tangible personal property:

11 (1) Shipped by the manufacturer, producer, or seller to a

12 point outside the State where the property is resold

13 or otherwise consumed or used outside the State; or

14 (2) The sale of which is exempt under section

15 [237—24.3(2).] 237—24.3(1) •“

16 SECTION 11. Section 238—1, Hawaii Revised Statutes, is

17 amended by amending the definition of “use” to read as follows:

18 “Use” (and any nounal, verbal, adjectival, adverbial, and

19 other equivalent form of the term) herein used interchangeably

20 means any use, whether the use is of such nature as to cause the

21 property, services, or contracting to be appreciably consumed or
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1 not, or the keeping of the property or services for such use or

2 for sale, the exercise of any right or power over tangible or

3 intangible personal property incident to the ownership of that

4 property, and shall include control over tangible or intangible

5 property by a seller who is licensed or who should be licensed

6 under chapter 237, who directs the importation of the property

7 into the State for sale and delivery to a purchaser in the

8 State, liability and free on board (FOB) to the contrary

9 notwithstanding, regardless of where title passes, but the term

10 “use” shall not include:

11 (1) Temporary use of property, not of a perishable or

12 quickly consumable nature, where the property is

13 imported into the State for temporary use (not sale)

14 therein by the person importing the same and is not

15 intended to be, and is not, kept permanently in the

16 State. For example, without limiting the generality

17 of the foregoing language:

18 (A) In the case of a contractor importing permanent

19 equipment for the performance of a construction

20 contract, with intent to remove, and who does
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1 remove, the equipment out of the State upon

2 completing the contract;

3 (B) In the case of moving picture films imported for

4 use in theaters in the State with intent or under

5 contract to transport the same out of the State

6 after completion of such use; and

7 (C) In the case of a transient visitor importing an

8 automobile or other belongings into the State to

9 be used by the transient visitor while therein

10 but which are to be used and are removed upon the

11 transient visitor’s departure from the State;

12 (2) Use by the taxpayer of property acquired by the

13 taxpayer solely by way of gift;

14 (3) Use which is limited to the receipt of articles and

15 the return thereof, to the person from whom acquired,

16 immediately or within a reasonable time either after

17 temporary trial or without trial;

18 (4) Use of goods imported into the State by the owner of a

19 vessel or vessels engaged in interstate or foreign

20 commerce and held for and used only as ship stores for

21 the vessels;

HB LRB 25-0426-l.docx 35



Page 36

H.B. NO. 13C1

10

11

12

13

14

15

16

17

18

19

20

21

(5) The use or keeping for use of household goods,

personal effects, and private automobiles imported

into the State for nonbusiness use by a person who:

(A) Acquired them in another state, territory,

district, or country;

(B) At the time of the acquisition was a bona fide

resident of another state, territory, district,

or country;

(C) Acquired the property for use outside the State;

(D) Made actual and substantial use thereof outside

this State;

provided that as to an article acquired less than

three months prior to the time of its importation into

the State it shall be presumed, until and unless

clearly proved to the contrary, that it was acquired

for use in the State and that its use outside the

State was not actual and substantial;

Thc lca3ing or rcnting of any aircraft or thc kccping

of any aircraft Doicly for lcazing or rcnting to

lcacicco or rcntcro ucing thc aircraft for commcrcial
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1 tranzport

2 acguioi~

3

4

5

6

7

of pazzcngcrc and good

±mpc~

trancportation” ±~ thc uamc ac in 49 U.S.C. 40102;

-(-7-)-] (6) The use of oceangoing vehicles for passenger or

passenger and goods transportation from one point to

another within the State as a public utility as

defined in chapter 269;

[-(-8+ Thc uzc of matcrial, partD, or toola importcd or

conDtruction of an aircraft ocrvicc and ma±ntcnancc

facility ac thozc tcrmc arc dcfincd in zcction

237 24.9;

-(-9-)-] (7) The use of services or contracting imported for

resale where the contracting or services are for

4-1-,

f any ~r’1-’ .-ifi

aircraft cnginco by any lccocc or rcntcr cngagcd in

intcrctatc air tranoportation. For purpo3c3 of thia

paragraph, “icacing” includco all formo of lca9c,

rcgardlc9z of whcthcr thc lca3c iz an opcrating lcasc

or financing lcac3c. Thc dcfinition of “intcr9tatc air

8

9

10

11

12

13

14

15

purchazcd by a pcrcon liccn9cd undcr chaptcr 237 which

arc uscd for aircraft ccrvicc and maintcnancc, or thc

16

17

18

19

20
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1 resale, consumption, or use outside the State pursuant

2 to section 237—29.53(a); and

3 [(10)] (8) The use of property, services, or contracting

4 imported by foreign diplomats and consular officials

5 who are holding cards issued or authorized by the

6 United States Department of State granting them an

7 exemption from state taxes.

8 With regard to purchases made and distributed under the

9 authority of chapter 421, a cooperative association shall be

10 deemed the user thereof.”

11 SECTION 12. Section 238—3, Hawaii Revised Statutes, is

12 amended to read as follows:

13 “~238-3 Application of tax, etc. (a) The tax imposed by

14 this chapter shall not apply to any property, services, or

15 contracting or to any use of the property, services, or

16 contracting that cannot legally be so taxed under the

17 Constitution or laws of the United States, but only so long as,

18 and only to the extent to which the State is without power to

19 impose the tax.
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1 To the extent that any exemption, exclusion, or

2 apportionment is necessary to comply with the preceding

3 sentence, the director of taxation shall:

4 (1) Exempt or exclude from the tax under this chapter,

5 property, services, or contracting or the use of

6 property, services, or contracting exempted under

7 chapter 237; or

8 (2) Apportion the gross value of services or contracting

9 sold to customers within the State by persons engaged

10 in business both within and without the State to

11 determine the value of that portion of the services or

12 contracting that is subject to taxation under chapter

13 237 for the purposes of section 237—21.

14 (b) The tax imposed by this chapter shall not apply to any

15 use of property, services, or contracting the transfer of which

16 property, services, or contracting to, or the acquisition of

17 which by, the person so using the same, has actually been or

18 actually is taxed under chapter 237.

19 (c) The tax imposed by this chapter shall be paid only

20 once upon or in respect of the same property, services, or

21 contracting; provided that nothing in this chapter contained
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1 shall be construed to exempt any property, services, or

2 contracting, or the use thereof from taxation under any other

3 law of the State.

4 (d) The tax imposed by this chapter shall be in addition

5 to any other taxes imposed by any other laws of the State,

6 except as otherwise specifically provided herein; provided that

7 if it be finally held by any court of competent jurisdiction,

8 that the tax imposed by this chapter may not legally be imposed

9 in addition to any other tax or taxes imposed by any other law

10 or laws with respect to the same property, services, or

11 contracting, or the use thereof, then this chapter shall be

12 deemed not to apply to the property, services, or contracting,

13 or the use thereof under such specific circumstances, but such

14 other laws shall be given full effect with respect to the

15 property, services, or contracting, or use.

16 (e) The tax imposed by this chapter shall not apply to any

17 use of property exempted by section 238-4.

18 (f) The tax imposed by this chapter shall not apply to any

19 use or consumption of aircraft and vessels, the transfer of

20 which aircraft or vessel to, or the acquisition of which by, the

21 person so using or consuming the same, or the rental for the use
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1 of the aircraft or vessel, has actually been or actually is

2 taxed under chapter 237.

3 (g) The tax imposed by this chapter shall not apply to any

4 intoxicating liquor as defined in chapter 244D and cigarettes

5 and tobacco products as defined in chapter 245, imported into

6 the State and sold to any person or common carrier in interstate

7 commerce, whether ocean-going or air, for consumption

8 out-of-state by the person, crew, or passengers on the shipper’s

9 vessels or airplanes.

10 [(h) Thc tax impoccd by thic chaptcr ahall not apply to

11 any ucc of vcDoclD conDtructcd undcr zcction 189-25 prior to

12 July 1, 1969.

13 -(4-)-] (h) Each taxpayer liable for the tax imposed by this

14 chapter on property, services, or contracting shall be entitled

15 to full credit for the combined amount or amounts of legally

16 imposed sales or use taxes paid by the taxpayer with respect to

17 the same transaction and property, services, or contracting to

18 another state and any subdivision thereof, but the credit shall

19 not exceed the amount of the use tax imposed under this chapter

20 on account of the transaction and property, services, or

21 contracting. The director of taxation may require the taxpayer
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1 to produce the necessary receipts or vouchers indicating the

2 payment of the sales or use tax to another state or subdivision

3 as a condition for the allowance of the credit.

4 [-(-+)-] (i) The tax imposed by this chapter shall not apply

5 to any use of property, services, or contracting exempted by

6 section 237—26 or section 237-29.

7 [(k) Thc tax impoDcd by thig chaptcr ~hal1 not apply to

8 any ucc of air pollution control facility cxcmptcd by Dcct±on

9 237—27.5.]”

10 SECTION 13. Section 421H—4, Hawaii Revised Statutes, is

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

12 “(c) The membership shares and cooperative fees are

13 interests in real property for purposes of:

14 (1) Cooperative housing corporations under section 216 of

15 the federal Internal Revenue Code of 1954, as amended;

16 and

17 (2) Exemption from state general excise tax under section

18 [237 24(16) . ] 237—24 (15) .“

19 SECTION 14. Section 209E-11, Hawaii Revised Statutes, is

20 repealed.
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dcpartmcnt shall ccrtify annually to thc dcpartmcnt of taxation

that any gualificd busincss is cxcmpt from thc paymcnt of

gcncral cxcisc taxcs on thc gross procccds from an cligiblc

bus±ncss activity as dcfincd in this chaptcr; providcd that

agricultural busincsscs othcr than thosc cngagcd in thc

production of gcnctically cnginccrcd agricultural products shall

not bc cxcmpt from thc paymcnt of gcncral cxcisc taxcs on thc

gross procccds of agricultural rctail saics. Thc gross procccds

rcccivcd by a contractor liccnscd undcr chaptcr 4~4 shall bc

cxcmpt from thc gcncral cxcisc tax for construction within an

cntcrprisc zonc pcrformcd for a gualificd busincss within an

cntcrpr±sc zonc or a busincss that has bccn approvcd by thc

dcpartmcnt to cnroll into thc cntcrprisc zonc program. Thc

cxcmption shall cxtcnd for a pcriod not to cxcccd scvcn ycars;

providcd that for gualificd busincsscs cngagcd in thc

manufacturing of tangiblc pcrsonal propcrty or thc producing or

proccssing of agricultural products, thc cxcmption shall cxtcnd

for a pcriod not to cxcccd tcn ycars; providcd furthcr that if a

forcc mn~purc cvcnt occurs, thcn thc pcr±od of timc shall bc

tollcd until thc forcc majcurc cvcnt ccascs.”]
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SECTION 15. Section 235-12.5, Hawaii Revised Statutes, is

repealed.

[“~235-12.5 Renewable energy technologies; income tax

credit. (a) Each individual or corporatc taxpaycr that filcs

an individual or corporatc nct incomc tax rcturn for a taxablc

ycar may claim a tax crcdit undcr this scction against thc

Hawaii statc individual or corporatc nct incomc tax. Thc tax

crcdit may bc claimcd for cvcry cligiblc rcncwablc cncrgy

tcchnology systcm that io installcd and placcd in scrvicc in thc

Statc by a taxpaycr during thc taxablc ycar. Thc tax crcdit may

bc claimcd as follows:

-(-1-)- For cach solar cncrgy systcm: thirty—fivr nrr rrnt nf-

thc actual cost or thc cap amount dctcrmincd in

subscction (b); providcd that:

-(-A-)- For taxabic ycars bcginning aftcr Dcccmbcr 31,

2019, and cxccpt as providcd in subparagraphs (B)

and (C), no tax crcdit may bc claimcd for a solar

cncrgy systcm that is fivc mcgawatts in total

output capacity or largcr and rcguircs a powcr

purchasc agrccmcnt approvcd by thc public

utilitics commission;

HE LRB 25-0426-1.docx 44

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21



Page45 H.B. NO. 13(4

1 -(-B-)- A solar cncrgy systcm that is fivc mcgawatts in

2 total output capacity or largcr, installcd and

3 placcd in scrvicc pursuant to a powcr purchasc

4 agrccmcnt approvcd or pcnd±ng approval by a

5 dccision and ordcr by thc public utilitics

6 commission prior to Dcccmbcr 31, 2019, shall

7 continuc to rcccivc a tax crcdit cgual to

8 th±rty—f±vc pcr ccnt of thc actual coot, or

9 $500,000 pcr solar cncrgy systcm that has a total

10 output capacity of at icast onc thousand

11 kilowatts pcr systcm of dircct currcnt, whichcvcr

12 is ±css; and

13 -(-G-)- For cach solar cncrgy systcm intcgratcd with a

14 pumpcd hydrocloctric cncrgy storagc systcm, thc

15 tax crcdit may bc claimcd for thirty—fivo pcr

16 ccnt of thc actual cost or thc cap amount

17 dctcrmincd in oubscction (b), whichcvcr is loss;

18 providod that applicablc proj Oct approval filings

19 havc bccn madc to thc public utilitics commission

20 by Dcccmbcr 31, 2021; or
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-(-2-)- For cach wind powcrcd cncrgy oyntrm

of thc actual cost or thc cap amou~•

oubscction (b), whichcvcr is loss;

providod furthcr that multiplo owncrs of a singlo systom

bc cntitlcd to a singlo tax crcdit; and providod furthcr

thc tax crcdit shall bc apportioncd bctwccn thc owncrs in

p-ec1:z -

rrnl

~nnrtion to uncir coritrioution to thc coot of thc systcm.

In thc caso of a partncrship, S corporation, cotato, o~

trust, tho tax crcdit allowablc is for cvcry cligiblc rcncwablc

cncrgy tcchnology systcm that is installcd and placcd in scrvicc

in thc Stato by thc cntity. Thc coot upon which thc tax crcdit

is computcd shall bc dctcrmincd at thc cntity lcvcl.

Distribution and sharc of crcdit shall bc dctcrmincd pursuant to

adminiotrativo rub.

(b) Thc amount of crcdit allowcd for cach cligibbo

rcncwablc cncrgy tcchnobogy systcm shall not cxcccd thc

applicablc cap amount, which is dotorminod as follows:

-(4-)- If thc primary purposc of thc solar cncrgy systcm is

to usc cncrgy from thc sun to hcat watcr for houschold

iinr~ t—hrn 1—hr mn -irnnrin-t—-i -ihnl 1 hr

twcnt3

dctcrmincd

shall

that

1

2

3

4
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9
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1 -(-A-)- $2,250 pcr systom for singlo family rosidontial

2 proporty;

3 -(-B-)- $350 pcr unit pcr systcm for multi-family

4 rosidontial propcrty; and

5 -(-9-)- $250,000 por systom for commorcial propcrty;

6 -(-2-)- For all othcr solar cncrgy systcms- thc cnn amounts

7 shall bc:

8 -(-A-)- $5,000 pcr systcm for singlo family rosido~tial

9 propcrty; providcd that if all or a portion of

10 tho systom is uscd to fulfill thc substitutc

11 rcncwablc cncrgy tcohnology rcguircmcnt pursuant

12 to scction 196 6.5(a) (3), thc crcdit shall bc

13 rcduccd by thirty-fivc pcr ccnt of thc aotual

14 systcm cost or $2,250, whichovor is loss;

15 -(-B-)- $350 pcr unit pcr systcm for multi-family

16 rosidontial propcrty; and

17 -(-9-)- $500,000 pcr systcm for comrncrcial propcrty; and

18 -(-3-)- For all wind powcrcd cncrgy systoms, thc cap amounts

19 shall bo:

20 -(-A-)- $1,500 pcr systcm for singlc family rcsidcntial

21 propcrty; providcd that if all or a portion of
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tcchnology zystcms undcr zubzcction

and installation, but not including

inccnt±vc prcmiums unrclatcd to thc

offcrcd with thc zaic of thc cyztcm

crcdit is claimcd undcr this chaptcr.

Ilrr_____1__~ _1 __._~I

(a), including

thc cost of co

opcration of thc systcm or

and costs for which anothcr

Page 48 H . B. NO. ~

(c) For

I, ~ _~~~l___ _~1

thc systcm is uscd to fulfill thc substitutc

rcncwablc cncrgy tcchnology rcgu±rcmcnt pursuant

to scction 196-6.5(a) (3), thc crcdit shall bc

rcduccd by twcnty pcr ccnt of thc actual systcm

cost or $1,500, whichcvcr is lczs;

-f~-)- $200 pcr unit p~ ~

rcsidcntial propcrty; and

$500,000 pcr zyztcm for commcrcial

thc purposcs of this scction:

multi famil1

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

~-~- ~~rty.

Thich hcatcd watcr is

idcntial sctting, including commcrciai

application of thosc uscs.

“Rcncwablc cncrgy tcchnology systcm” mcans a ncw systcm

that capturcs and convcrts a rcncwablc sourcc of cncrgy, such a~

solar or wind cncrgy, into:

HB LRB 25-0426-1.docx 48
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+1+

+3+
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A usablc sourcc of thormal or mcchanical cncrgy;

Elcctrioity; or

Fucl.

“Solar or wind cncrgy systcm” moans any idcnt±fiablc

facility, cquipmcnt, apparatus, or thc likc that convcrts solar

or wind cncrgy to uscful thcrmal or clcctrical cncrgy for

hcating, cooling, or rcducing thc usc of othcr typos of cncrgy

that arc dcpcndcnt upon fossil fucl for thcir gcncrat±on.

(d) For taxablc ycars bcginning aftcr Dcccmbcr 31, 2005,

thc dollar amount of any utility rcbatc shall ho dcductcd from

thc cost of thc qualifying systcm and its installation bcforc

applying thc statc tax crcdit.

(c) Thc dircctor of taxation shall prcparc any forms that

may ho ncccssary to claim a tax crcdit undcr this scction,

including forms idcntifying thc tcchnology typo of cach tax

crcdit claimcd undcr this scction, whcthcr for solar or wind.

Thc dircctor may also rcquirc thc taxpaycr to furnish rcasonablc

information to asccrtain thc validity of thc claim for crcdit

madc undcr this scction and may adopt rubs ncccssary to

cffcctuatc thc purposcs of this scction pursuant to chaptcr 91.
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(f) If thc tax crcdit undcr thiz zcction cxcccdo thc

taxpaycr’o incomc tax liability, thc cxccaa of thc crcdit ovcr

liability may bc uscd aa a crcdit againzt thc taxpaycr’o incomc

tax liability in zubzcgucnt ycarz until cxhauDtcd, unlc~a

othcrwizc clcctcd by thc taxpaycr purzuant to cubccction (g) or

(h) . All claimo for thc tax crcdit undcr this ~cction,

including amcndcd claimo, ahall bc filcd on or bcforc thc cnd of

thc twclfth month following thc clooc of thc taxabic ycar for

which thc crcdit may bc claimcd. Failurc to comply with this

cubccct~nn ~}~n11 ~nn~l~tii1m ~-i wniv~r nf N,c~ ricrHl 1n nl,-iini thr

crcdit.

(g) For colar cncrgy oyztcmz, a taxpaycr may clcct to

rcducc thc cligiblc crcdit amount by thirty pcr ccnt and if thia

rcduccd amount cxcccdo thc amount of incomc tax paymcnt duc from

thc taxpaycr, thc cxcczz of thc crcdit amount ovcr paymcntc duc

3hall bc rcfundcd to thc taxpaycr; providcd that tax crcdit

amounto propcrly claimcd by a taxpaycr who hac no incomc tax

liability Dhall bc paid to thc taxpaycr; and providcd furthcr

that no rcfund on account of thc tax crcdit allowcd by thiz

ocction shall bc madc for amounts lass than $1.
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Thc clcction rcguircd by this subscction shall bc madc in a

manncr prcscribcd by thc dircctor on thc taxpaycr’s rcturn for

thc taxablc ycar in which thc systcm is installcd and placcd in

scrvicc. A scparatc clcction may bc madc for cach scparatc

systcm that gcncratcs a crcdit. An clcction oncc madc is

irrcvocablc.

(h) Notwithstanding subscction (g), for any rcncwablc

cncrgy tcchnology systcm, an individual taxpaycr may clcct to

havc any cxccss of thc crcdit ovcr paymcnts duc rcfundcd to thc

taxpaycr, if:

+1+ All of thc taxpaycr’s incomc is cxcmpt from taxation

undcr scction 235 7(a) (2) or (3); or

-(-2-)- Thc taxpaycr’s adjustcd gross incomc is $20,000 or

lcss (or $40,000 or lcss if filing a tax rcturn as

marricd filing jointly);

providcd that tax crcdits propcrly claimcd by a taxpaycr who has

no incomc tax liability shall bc paid to thc taxpaycr; and

providcd furthcr that no rcfund on account of thc tax crcdit

allowcd by this scction shall bc madc for amounts lcss than $1.

A husband and wifc who do not filc a joint tax rcturn shall

only bc cntitlcd to makc this clcction to thc cxtcnt that thcy
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-(4-)- The number of renewable energy technology systems that

have qualified for a tax credit during the calendar

year by:

HB LRB 25-0426-1.docx 52

would have been entitled to make the election had they filed a

joint tax return.

The election required by this subsection shall be made in a

manner prescribed by the director on the taxpayer’s return for

the taxable year in which the system is installed and placed in

service. A separate election may be made for each separate

system that generates a credit. An election once made is

irrevocable.

(i) No taxpayer shall be allowed a credit under this

section for the portion of the renewable energy technology

system required by section 196—6.5 that is installed and placed

in service on any newly constructed single family residential

property authorized by a building permit issued on or after

January 1, 2010.

(j) To the extent feasible, using existing resources to

assist the energy—efficiency policy review and evaluation, the

department shall assist with data collection on the following

for each taxable year:

19

20

21
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1 -(-A-)- Tochnology typo; and

2 -(-B-)- Taxpayor typo (corporato and individual); and

3 -(-2-)- Tho total oost of tho tax orodit to tho Stato during

4 tho taxablo yoar by:

5 -(-A-)- Toohnology typo; and

6 -(-B-)- Taxpayor typo.

7 (Ic) This sootion shall apply to oligiblo ronowablo onorgy

8 toohnology systoms that aro installod and plaood in sorvioo on

9 or aftor July 1, 2009.”]

10 SECTION 16. Seotion 235—17, Hawaii Revised Statutes, is

11 repealed.

12 [“~235-17 Motion picture, digital media, and film

13 production incomc tax credit. (a) Any law to tho oontrary

14 notwithstanding, thoro shall bo allowod to oaoh taxpayor subjoot

15 to tho taxos imposod by this ohaptor, an inoomo tax orodit that

16 shall bo doduotiblo from tho taxpayor’s not inoomo tax

17 liability, if any, imposod by this ohaptor for tho taxablo yoar

18 in whioh tho orodit is proporly olaimod. Tho amount of tho

19 orodit shall bo:

20 -(-1-)- Twonty two por oont of tho gualifiod produotion oosts

21 inourrod by a gualifiod produotion in any oounty of

HB LRB 25-0426-l.doox 53
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6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

thc Statc with a population of ovcr scvcn hundrcd

thousand; or

-(-2-)- Twcnty scvcn pcr ccnt of thc gualificd production

coats incurrcd by a gualificd production in any county

nf thr ~~ntr~ ~ th n nnnl]1 ~ nn nf nr~rrn

thousand or lcss.

A gualificd production occurring in morc than onc county may

proratc its cxpcnditurcs bascd upon thc amounts spcnt in cach

county, if thc population bascs d±ffcr cnough to changc thc

pcrccntagc of tax crcdit.

In thc casc of a partncrship, S corporation, cstatc, or

trust, thc tax crcdit allowabic is for gualificd production

costs ±ncurrcd by thc cntity for thc taxabic ycar. Thc cost

upon which thc tax crcd±t is computcd shall bc dctcrmincd at thc

cntity lcvcl. Distribution and sharp of crcdit shall bc

dctcrmincd by ruic.

If a dcduction is takcn undcr scct±on 179 (with rcspcct to

clcction to cxpcnsc dcprcciablc busincss asscts) of thc Intcrnal

Rcvcnuc Codc of 1986, as amcndcd, no tax crcdit shall bc allowcd

for thosc costs for which thc dcduction is takcn.
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1 Thc basis for cligibic proporty for dcprcciation of

2 accclcratcd coot r000vory systcm purposos for statc incomc taxcs

3 shall bc rcduccd by tho amount of crcdit allowablc and claimcd.

4 (b) Thc crodit allowcd undcr this scct±on shall bc claimod

5 against thc not incomo tax liability for tho taxabic ycar. For

6 thc purposcs of this scction, “not incomc tax liability” moans

7 not incomc tax liability roducod by all othcr crcdits allowcd

8 undor this chaptor.

9 (c) If tho tax crodit undor this scction oxcoods tho

10 taxpaycr’s incomo tax liability, thc cxccss of crodits ovcr

11 liability shall bo rofundcd to tho taxpaycr; providcd that no

12 rcfunds or paymont on account of thc tax crodits allowcd by this

13 soction shall bo mado for amounts loss than $1. All claims,

14 including any amondod claims, for tax crodits undor this soction

15 shall bo filod on or boforo tho ond of tho twclfth month

16 following tho closo of tho taxablo ycar for which thc crodit may

17 bo claimod. Failuro to comply with any of tho forogoing

18 nrovision shall constituto a waivcr of thc right to claim thr

19 crodit.

20 qualify for this tax crodit,

HB LRB 25-0426-1.docx 55
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1

2

3

4

5

6

7

8

9

10

11

12

13

thc dcfiniti gualificd

Statc;

-(-6-)- ~~vidc c~-’~ ~ -~1 ~ ~ontr~’i-~

or cducational or workforcc dcvclopmcnt cffortz, in

partncrohip with rclatcd local induztry labor

organ±zationz, cducational inctitutions, or both,

tnwnr~ tThc’ fiirtl,rrnnrn nf tHr 1 n~n 1 fi 1 rn nnH

20 tclcv±zion ~nH H-~ rr~ frnl mnrH n -i n-hin1-r~

HB LRB 25-0426-1.docx

*2+

Dpccificd in oubocction (o);

Havc gualificd production cooto totaling at lcaDt

$100, 000;

Providc thc Statc a gualificd Hawaii promotion, which

ohall bc at a minimum, a zharcd-card, cnd—titlc zcrccn

crcdit, whcrc applicabic;

Prov±dc cvidcncc of rcaconablc cffortz to hirc local

talcnt and crow;

Providc cv±dcncc whcn making any claim for producto or

ocrv±ccz acguircd or rcndcrcd outcidc of thic Statc

that rcaoonablc cfforto wcrc uncucccocful to cccurc

and uoc comparabic producto or zcrviccz within thiz

14

15

16

17

18

19

56
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1 -f~-)- Providc cvidcncc of rcasonablc cfforts to comply with

2 all applicabic rcquircmcnts undcr titlc 14, including

3 tax rcturn filing and paymcnts; and

4 -(-8-)- t’rovidc complctc rcsponzcz to thc dcpartmcnt of

5 taxation’s inquirics and documcnt rcqucsts, in thc

6 form prcscribcd by thc dcpartmcnt, no latcr than

7 nincty days from thc inquiry or rcqucst;

8 providcd that a taxpaycr shall bc givcn noticc of and an

9 opportunity to curc any fa±lurc to mcct thc rcquircmcnts of this

10 zubzcction, including chaptcr 237, within thirty days of rcccipt

11 of thc noticc; providcd furthcr that nothing in this subscction

12 shall bc intcrprctcd as waiving any act rcquircd by this

13 scction.

14 Cc) On or aftcr July 1, 2006, no qualificd production cost

15 that has bccn financcd by invcstmcnts for which a crcdit was

16 claimcd by any taxpaycr pursuant to scction 235 110.9 is

17 cligibic for crcdits undcr this scction.

18 (f) To rcccivc thc tax crcdit, thc taxpaycr shall first

19 prcqualify thc production for thc crcdit by rcgistcring with thc

20 dcpartmcnt of busincss, cconomic dcvclopmcnt, and tourism during

21 thc dcvclopmcnt or prcproduction stagc.
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taxabic ycar;

-(-2-)- Thc amount of tax crcdits claimcd pursuant to this

scction, if any, in thc prcvious taxablc ycar; and

-(-3-)- Thc numbcr of total hircs vcrsus thc numbcr of local

hircs by catcgory and by county.

(g) Thc dircctor of taxation shall prcparc forms as may bc

ncccssary to claim a crcdit undcr this scction. Thc dircctor

may also rcguirc thc taxpaycr to furnish information to

asccrtain thc validity of thc claim for crcdit madc undcr this

scction and may adopt rulcs ncccssary to cffcctuatc thc purposcs

of this scction pursuant to chaptcr 91.

(h) Evcry taxpaycr claiming a tax crcdit undcr this

nrrtinn fnm- n rriinlifirH production shall, no latcr than nincty

~ in which gualificd

- ~1

days fol1~wing tb~ ~d of cach ~.xablc-y~

produc~ costs cxpcndcd, ~

statcmc~-t- to thc dcpartmcnt of busi± ~,~~nomic dcvcl~LLL~LL~,

and tourism that idcntifics:

-(-1-)- All gualificd production rnnh;

subscction (a) , if any, incurrou in ~nc prcvious

,

n ‘-‘rn

r_ovidcd b~

15

16

17

18

19
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*±

touriom

*~+

Thic~ information may bc rcportcd from thc dcparrmcnr ~

bu~inczz, cconomic dcvclopmcnt, nnH iniirinrn 1n 1H~ L

purzuant to cubc~cct±on (i) (4)

Thc’~

zhall;

Maintain rccords of thc namcz of thc taxpaycr~ and

gualificd productionz thcrcof claiming thc tax crcditz

of buoi,~~Jc dcvclopmcnt, and

*3+

Obtain and total thc aggrcgatc amounto of all

gualificd production co~tz pcr gualif±cd production

and pcr gualificd production pcr taxabic ycar;

Providc a lcttcr to thc dircctor of taxation

opccifying thc amount of thc tax crcd±t pcr gualificd

production for cach taxabic ycar that a tax crcdit io

claimcd and thc cumuiativc amount of thc tax crcd±t

for all ycarz claimcd; and

Submit a rcport to thc lcgiolaturc no latcr than

twcnty days prior to thc convcning of cach rcgular

zc~c±on dctailing thc non aggrcgatcd gualificd

production cootD that form thc basia of thc tax crcdit

claimo and cxpcnditurco, itcmizcd by taxpaycr, in a

59
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20 taxpaycr.

H.B. NO. 13&1

rcdactcd format to prcscrvc thc confidcntiality and

that shall includc thc dollar amount claimcd, namc of

company, and namc of thc gualificd production of thc

taxpaycrs claiming thc crcdit.

(j) Upon cach dctcrmination rcguircd undcr subscction (i),

thc dcpartmcnt of busincss, cconomic dcvclopmcnt, and tourism

shall issuc a lcttcr to thc taxpaycr, rcgarding thc gualificd

production, spccifying thc gualificd production costs and thc

tax crcdit amount gualificd for in cach taxablc ycar a tax

crcdit is claimcd; providcd that thc dcpartmcnt of busincss,

cconomic dcvclopmcnt, and tourism shall issuc thc lcttcr to thc

taxpaycr no latcr than scvcn months aftcr rcccipt of thc

taxpaycr’s statcmcnt undcr subscction (h) . Thc taxpaycr for

cach gualificd production shall filc thc lcttcr with thc

taxpaycr’s tax rcturn for thc gualificd production to thc

dcpartmcnt of taxation. Notwithstanding thc authority of thc

dcpartmcnt of busincss, cconomic dcvclopmcnt, and tourism undcr

this scction, thc dircctor of taxation may audit and adjust thc

tax crcdit amount to conform to thc information filcd by thc

HE LEE 25-0426--l.docx 60
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(k) Each taxpaycr claiming a tax crcdit undcr this scction

-44ui depar~ent of bus~shall :ui[m

developmcnL, anu uourism a icc rot uric motion picture, digital

mcdia, and film production incomc tax crcdit in an amount cqual

to 0.2 pcr ccnt of thc tax crcdit claimcd by the qualificd

production no latcr than thc deadline statcd in subscction (c)

Thc dcpartmcnt of busincss, cconomic dcvelopmcnt, and tourism

may prcscribc thc form and mcthod by which this fcc is rcmitted,

including through clectronic mcans. The fccs collcctcd undcr

this subscction shall bc depositcd into thc Hawaii film and

crcativc industrics dcvclopment spccial fund undcr scction

12 201 113.

13

14

15

16

17

18

19

20

21

I I C) ‘...; I RI’ flC~C)C1C)TII I C
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(1) Total tax credits claimed per qualified production

shall not exceed $17,000,000.

(m) Qualified productions shall comply with subsections

(d), (e), (f), (h), and (Ic)

(n) The total amount of tax credits allowed under this

section in any particular year shall be $50,000,000; however, if

the total amount of credits applied for in any particular year

exceeds the aggregate amount of credits allowed for that year

under this section, the excess shall be treated as having been



H.B. NO. l3C~

1 applicd for in thc subsequcnt ycar and shall bc claimed in thc

2’ subscqucnt ycar; providcd that no excess shall bc allowcd to be

3 claimcd aftcr Dcccmbcr 31, 2032.

4 (o) For thc niir-nnscs or unis sectinn:

5 “Commercial”:

6 -(-3-)- Mcans an advcrtising mcssagc that is filmcd using

7 film, vidcotapc, or digital mcdia, for disscmination

8 via tclcvision broadcast or theatrical distribution;

9 -(-2-)- Includes a scrics of advcrtising mcssagcs if all parts

10 arc r~roduccd at thc samc timc ovcr thc course of six

11 consccutivc

12 -(-3+ Docs not include an advcrtising mcssagc with

13 Internet only distribution.

14 “Digital mcdia” mcans production mcthods and platforms

15 dircctly rclatcd to thc crcation of cincmatic imagcry and

16 contcnt, specifically using digital means, including but not

17 limited to digital cameras, digital sound equipment, and

18 computers, to be delivered via film, videotape, interactive game

19 platform, or other digital distribution media.

20 “Post production” means production activities and services

21 conducted after principal photography is completed, including
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but not limitcd to cditing, film and vidco trancfcrc,

duplication, tranacoding, dubbing, cubtitling, crcditc, cloccd

captioning, audio production, cpccial cffcctc (vicual and

cound), graphicc, and animation.

“Production” mcanc a ccricc of activiticc that arc dircctly

rclatcd to thc crcation of vicual and cincmatic imagcry to bc

dclivcrcd via film, vidcotapc, or digital mcdia and to bc cold,

dictributcd, or dicplaycd ac cntcrtainmcnt or thc advcrticcmcnt

of productc for macc public concumption, including but not

limitcd to ccripting, cacting, cot dccign and conctruction,

trancportation, vidcography, photography, cound rccording,

intcractivc gamc dccign, and poct production.

“Qualificd production”:

-~-l-)- Moans a production, with cxpcnditurcc in thc Stato,

for thc total or partial production of a

fcaturc-lcngth motion picturc, short film,

madc-for tclcvicion movic, cocrcial, music vidco,

intcractivc gamc, tclcvicion ccricc pilot, cingic

scacon (up to twcnty—two cpicodcc) of a tclcvicion

ccricc rcgularly filmcd in thc Statc (if thc numbor of

cpicodcs pcr cingic ccacon cxcccdc twonty—two,
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1 1

conotitutc a scparatc gualificd production),

tclcvicion c3pccial, singic tclcvicion cpizodc that ic

not part of a tclcviz±on zcricz rcgularly filmcd or

baccd in thc Statc, national magazinc chow, or

national talk chow. ~or thc purpocco of cubccctionc

(d) and (1), cach of thc aforcmcntioncd gualificd

production catcgorico ohall conotitutc ocparatc,

individual gual±f±cd productionc; and

-(-2-)- Doco not includc:

—(-A-)-- Ncwc;

-fe-)- Public affairo programo;

-(-G-)- Non—national magazinc or talk chowo;

-(-a-)- Tclcviccd cporting cvcntc or activitico;

-(-~-)- Productionc that colicit fundo;

-(-~-)-- Productiono produccd primarily for inductrial,

corporatc, inctitutional, or othcr privatc

purpooco; and

-fG-)- Productiono that includc any matcrial or

pcrformancc prohibitcd by chaptcr 712.
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+3+

+4*

H.B. NO. ~31A

“Qualificd production costs” mcans thc costs incurrcd by a

gualificd production within thc Statc that arc subjcct to thc

gcncral cxcisc tax undcr chaptcr 237 at thc highcst ratc of tax

or ±ncomc tax undcr this chaptcr if thc costs arc not subjcct to

gcncral cxcisc tax and that havc not bccn financcd by any

invcstmcnts for which a crcdit was or will bc claimcd pursuant

tn nrr1~nn 2’~5 11flQ fliir~1~f~rH nrnHiirlinn ~nn1~ inrliilr hiil

+1+

+4*

Costs incurrcd during prcproduction such as location

scouting and rclatcd scrviccs;

Costs of oct construction and opcrations, purchaocs or

rcntals of wardrobc, props, acccssorics, food, officc

supplics, transportation, cguipmcnt, and rclatcd

scrviccs;

Wagcs or salarics of cast, crcw, and musicians;

Costs of photography, sound synchronization, lighting,

and rclatcd scrviccs;

Costs of cditing, visual cffccts, music, othcr

post-production, and rclatcd scrviccs;

Rcntals and fccs for usc of local facilitics and

locations, including rcntals and fccs for usc of statc

HB LRB 25-0426-l.docx 65



HE LRE 25—0426—1.docx 66

Page 66 H.B. NO. iW?

1 and county facilitics and locations that arc not

2 subjcct to gcncral cxcisc tax undcr chaptcr 237 or

3 incomc tax undcr this chaptcr;

4 -(-7-)- Rcntals of vchiclcs and lodging for cast and crcw;

5 -(-8-)- ?iirfarc for flights to or from Hawaii, and intcrisland

6 flights;

7 -(-9-)- Insurancc and bonding;

8 (10) Shipping of cguipmcnt and supplics to or from Hawaii,

9 and intcrisland shipmcnts; and

10 (11) Othcr dircct production costs spccificd by thc

11 dcpartmcnt in consultation with thc dcpartmcnt of

12 busincss, cconomic dcvclopmcnt, and tourism;

13 providcd that any govcrnmcnt-imposcd fincs, pcnaltics, or

14 intcrcst that arc incurrcd by a gualificd production within thc

15 Statc shall not bc “gualificd production costs”. ~Qualificd

16 production costs” docs not includc any costs fundcd by any

17 grant, forgivablc loan, or othcr amounts not includcd in gross

18 incomc for purposcs of this chaptcr.”]

19 SECTION 17. Section 235-110.7, Hawaii Revised Statutes, is

20 repealed.
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[“~235-11O7 Capital goods excise tax credit. (a) Thcrc

shall bc allowcd to cach taxpayer subject to the tax imposed by

this chapter a capital goods excise tax crcdit, which shall bc

dcductiblc from the taxpayer’s nct incomc tax liability, if any,

imposed by this chaptcr for thc taxablc year in which thc crcdit

is propcrly claimcd.

Thc amount of thc tax crcdit shall bc four pcr ccnt of thc

cost of thc cligiblc dcprcciablc tangiblc pcrsonal propcrty uscd

by the taxpayer in a trade or business and placed in service

within Hawaii after December 31, 2009.

In the case of a partnership, S corporation, estate, or

trust, the tax credit allowable is for eligible depreciable

tangible personal property that is placed in service by the

entity. The cost upon which the tax credit is computed shall be

determined at the entity level. Distribution and share of

credit shall be determined by rules.

In the ease of eligible depreciable tangible personal

property for which a credit for sales or use taxes paid to

another state is allowable under section 238-3(i), the amount of

the tax credit allowed under this section shall not exceed the
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amount of usc tax actually paid u~dcr chaptcr 238 rclating to

thc tangibic pcrsonal propcrty.

If a dcduction is takcn undcr scct±on 179 (with rcspcct to

clcction to cxpcnsc ccrtain dcprcciablc busincss asscts) of thc

Intcrnal Rcvcnuc Codc of 1954, as amcndcd, no tax crcdit shall

bc allowcd for that portion of thc cost of propcrty for which

thc dcduction was takcn.

(b) If thc capital goods cxcisc tax crcdit allowcd undcr

subscct±on (a) cxcccds thc taxpaycr’s nct incomc tax liability,

thc cxccss of crcdit ovcr liability shall bc rcfundcd to thc

taxpaycr; providcd that no rcfunds or paymcnt on account of thc

tax crcdit ailowcd by this scctio~ shall bc madc for amounts

lcss than $1.

All claims for tax crcdits undcr this scction, including

any amcndcd claims, must bc filcd on or bcforc thc cnd of thc

twclfth month following thc closc of thc taxabic ycar for which

thc crcdits may bc cla±mcd. Failurc to comply with thc

forcgoing provision shall constitutc a waivcr of thc right to

claim thc crcdit.

(c) Application for thc capital goods cxc±sc tax crcd±t

shall bc upon forms providcd by thc dcpartmcnt of taxation.

68
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1 (d) Sections 47 (with respect to dispositions of section

2 38 property and the recapture percentages) of the Internal

3 Revenue Code of 1954, as amended, as of December 31, 1984, and

4 280F as operative for this chapter (with respect to limitation

5 on investment tax credit and depreciation for luxury

6 automobiles; limitation where certain property used for personal

7 purposes) of the Internal Rcvenue Code of 1954, as amended,

8 shall be operative for purposes of this section.

9 (e) As used in this section, the definition of section 38

10 property (with respect to investment in depreciable tangible

11 personal property) as defined by section 48 (a) (1) (A), (a) (1) (B),

12 (a)(3), (a)(4), (a)(7), (a)(8), (a)(1O)(A), (b), (c), (f), (1),

13 (m), and (s) of the Internal Revenue Code of 1954, as amended as

14 of December 31, 1984, is operative for the purposes of this

15 section only.

16 (f) As used in this section:

17 “Cost” means the:

18 -(-1-)- Actual invoice price OL mc tnn~iu±c nrrsona±

19 property; or

20 -(-2-)- Basis from which depreciation is taken under section

21 167 (with respect to depreciation) or from which a
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dcduction may bo takcn undcr soction 169 (with rcspcct

to accclcratcd cost rccovcry systcm) of tho Intcrnal

Rcvonuc Codc of 1954, as amcndcd,

“Eligibic dcpr

ction 38 propcrty

~ction 48 and havL~

for which a dcduction

Intcrnal Rcvcnuc Codc

— ___I

)nal propcrty” is

~rativc provisions

undor soction 167

scction 169 of thc

11 taxabic ycars:

12 -(4+

13

14

15

16

‘~—•~- thr

with rcspcct to thc propcrty bcgins; or

-(-2-)- Thc taxabic ycar in which thc propcrty is placcd in a

condition or statc of rcadincss and availability for a

spccifically assigncd function.

“Purchasc” moans an acquisition of propcrty.

1

2

3

4

5

6

7

8

9

10

iablc tangiblc pcrs

s dcfincd by tho op

a dcprcciablc lifo

may bc takon undor

of 1954, as amcndcd.

Ci 1!__.C .r ~l_i~__

Thc taxabic ycar in which,

-(-k)- Taxpaycr’s dcprcciati~ ~ tho pcriod for

dcprcciation; or

-~-~-)- Accclcratcd cost rocovory systcm, a claim for

~2

17

18

19

20

21
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1 “Tangiblc pcrsonal propcrty” moans tangibic pcrsonal

2 propcrty that is placcd in scrvicc within Hawaii aftcr Dcccmbcr

3 31, 1987, and tho purchasc or importation of which rcsultcd in a

4 transaction that was subj cct to thc imposition and paymcnt of

5 tax at thc ratc of four pcr ccnt undcr chaptcr 237 or 238.

6 “Tangiblc pcrsonal propcrty” docs not includc tangiblc pcrsonal

7 propcrty that is an intcgrai part of a building or structurc or

8 tangiblc pcrsonal propcrty uscd in a forcign—tradc zonc, as

9 dcfincd undcr chaptcr 212.”]

10 SECTION 18. Section 235-110.32, Hawaii Revised Statutes,

11 is repealed.

12 [“[~235-11O.32] Renewable fuels production tax credit.

13 (a) Each ycar during thc crcdit pcriod, thcrc shall bc allowcd

14 to cach taxpaycr subj cot to thc taxcs imposcd by this chaptcr a

15 rcncwabic fucis production tax crcdit that shall bc applicd to

16 thc~ Lict ~ liabilit1, i~ ~ tees-ed by thil

17 chaptcr for thc taxablc year in which thc crcdit is propcriy

18 claimcd.

19

20

21

HB LRB 25-0426-1.docx

~-

For cach taxpaycr producing rcncwablc fucis, thc annual

dollar amount of thc rcncwablc fucls production tax crcdit

during thc tcn-ycar crcdit pcriod shall bc cgual to 20 ccnts pcr

71
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1

2

3

4

5

6

7

8

9

10

11

12

nty-six thousand British thc 4—,-, ,—,c -P.-,,—, 1

13 ycar.

14

15

16

17

18 r,—,—~,---, ~k1 1

19 crcdit pcriod.

20 (b) In thc casc of a partncrship, S corporation, cstatc,

21 or trust, distribution and sharc of thc rcncwablc fucls

NB LRB 25-0426-l.docx 72

using thc lowcr hcating valuc sold for distribution in thc

Statc; providcd that thc taxpaycr’s production of rcncwablc

fucls is not lcss than two billion fivc hundrcd million British

thcrmal units of rcncwablc fucls pcr calcndar ycar; providcd

furthcr that thc amount of thc tax crcdit claimcd undcr this

scction by a taxpaycr shall not cxcccd $3,500,000 pcr taxablc

ycar; providcd furthcr that thc tax crcdit shall only bc claimcd

for fucis with lifccyclc cmissions bclow that of fossil fucls.

No othcr tax crcdit may bc claimcd undcr this chaptcr for thc

costs incurrcd to producc thc rcncwablc fucls that arc uscd to

propcrly claim a tax crcdit undcr this scction for thc taxablc

Each taxpaycr, togcthcr with all of its rclatcd cntitics as

dctcrmincd undcr scction 267(b) of thc Intcrnal Rcvcnuc Codc and

all busincss cntitics undcr common control, as dctcrmincd undcr

scctions 414(b), 414(c), and 1563(a) of thc Intcrnal Rcvcnuc

.11 not bc cligiblc for morc than a singlc tcn-ycar
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LLflLL~.latiVc amount of thc tax crcdit thc taxpay’~

rcccivcd during thc crcdit pcriod;

HB LRB 25-0426-1.docx 73

production tax crcdit shall bc dctcrmincd pursuant to scction

704(b) (with rcspcct to a partncr’s distributivc sharc) of thc

IntOrnal Rcvcnuc Codc of 1986, as amcndcd. For a fiscal ycar

taxpaycr, thc taxpaycr shall rcport thc crcdit in thc taxablc

ycar in which thc calcndar ycar cnd is includcd.

(c) No latcr than thirty days following thc closc of thc

calcndar ycar, cvcry taxpaycr claiming a crcdit undcr this

scction shall complctc and filc an indcpcndcnt, third party

ccrtificd statcmcnt, at thc taxpaycr’s solc cxpcnsc, with and in

thc form prcscribcd by thc Hawaii statc cncrgy officc, providing

thc following information:

-(-1-)- Thc typc, guantity, and British thcrmal unit valuc,

using thc lowcr hcating valuc, of cach gualificd fucl,

brokcn down by thc typc of fucl, produccd and sold

during thc prcvious calcndar ycar;

-(-2-)- Thc fccdstock uscd for cach typc of gualificd fucl;

-(-3-)- Thc proposcd total amount of crcdit to which thc

taxpaycr is cntitlcd for cach calcndar ycar and thc

19

20
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cmployces of the facility and thosc cmployecs’ statcs

of rcsidcncy, totalcd pcr statc;

-(4)- Thc numbcr and location of all rcncwablc fuel

production facilities within and outsidc of thc State;

emissions pcr British

produced.

Cd) Within thirty calcndar dais aftcr thc duc datc of thc

statement rcguircd undcr subscction Cc), thc Hawaii state energy

officc shall:

-(-~+ ~‘ 4e4~_,(H’ - i~i w r I rio. rnccipt of the statement:

issuc a certificate no mc taxpayer reporting thc

amount of renewable fuels produced and sold, the

amount of credit that the taxpayer is entitled to

claim for the previous calendar year, and the

cumulative amount of the tax credit during the credit

period; and

-(-3-)- Provide the taxpayer with a determination of whether

the lifecycle greenhouse gas emissions for each type

-(-6-)- The lifecycle greenhl
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of gualificd fuci produccd is lowcr than that of

fossil fucis.

(c) Thc taxpaycr shall flic thc ccrtificatc issucd undcr

subscction (d) with thc taxpaycr’s tax rcturn with thc

dcpartmcnt of taxation. Thc dircctor of taxation may audit and

adjust thc ccrtification to conform to thc facts.

(f) Thc total amount of tax crcdits allowcd undcr this

scction shall not cxcccd $20,000,000 for all dligibic taxpaycrs

in any calcndar ycar. In thc cvcnt that thc crcdit claims undcr

this scction cxcccd $20,000,000 for all cligibic taxpaycrs in

any g±vcn calcndar ycar, thc $20,000,000 shall bc dividcd

bctwccn all cligiblc taxpaycrs for that ycar in proportion to

thc total amount of rcncwablc fucls produccd by all cligiblc

taxpaycrs. Upon rcaching $20,000,000 in thc aggrcgatc, thc

Hawaii statc cncrgy officc shall icdiatcly discontinuc issuing

ccrtificatcs and notify thc dcpartmcnt of taxation. In no

instancc shall thc total dollar amount of ccrtificatcs issucd

cxcccd $20,000,000 pcr calcndar ycar.

(g) Notwithstanding any othcr law to thc contrary, thc

information collcctcd and compilcd by thc Hawaii statc cncrgy

officc undcr subscct±ons (c) and (d) for thc purposcs of thc
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rcncwablc fucls production tax crcdit shall bc availablc for

public inspcction and disscmination, subjcct to chaptcr 92?.

(h) If thc crcdit undcr this scction cxcccds thc

taxpaycr’s nct incomc tax liability, thc cxccss of thc crcdit

ovcr liability may bc uscd as a crcdit against thc taxpaycr’s

nct incomc tax liability in subscgucnt ycars until cxhaustcd,

unlcss othcrwisc clcctcd by thc taxpaycr pursuant to subscctions

(i) or (j) All claims for a crcdit undcr this scction shall bc

propcrly filcd on or bcforc thc cnd of thc twclfth month

following thc closc of thc taxablc ycar for which thc crcdit may

bc claimcd. Failurc to comply with thc forcgoing provision or

to providc thc ccrtificd statcmcnt rcguircd undcr subscction (c)

shall constitutc a waivcr of thc right to claim thc crcdit.

(i) A taxpaycr may clcct to rcducc thc cligiblc crcdit

amount by thirty pcr ccnt and if this rcduccd amount cxcccds thc

amount of incomc tax paymcnt duc from thc taxpaycr, thc cxccss

of thc crcdit amount ovcr paymcnts duc shall bc rcfundcd to thc

taxpaycr; providcd that tax crcdit amounts propcrly claimcd by a

taxpaycr who has no incomc tax liability shall bc paid to thc

taxpaycr; providcd furthcr that no rcfund on account of thc tax
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m ~ ri 1~1 1~’ ~ i~ r- I

crcdit allowcd by thic zcction chall bc madc for amounto lczo

than $1.

Thc clcction rcguircd by thio oubocction chall bc madc in a

pros: :::~—~-y~ thc di~z ~: taxpay~z ~

1__ ~ - - - - -. — - - -! - — ~ A~n~ - 1 nn4,ni~n

FflflI (1F nfl ~- fl~F• ri ii r n -F

tho taxa~±c ycar in wnicn mc crcdic is ciaimcu.

onco madc is irrovocabic.

(j) Notwithstanding subscction Ci), ~n individual taxpaycr

may clcct to havo any cxccss of thc crodit ovcr paymcnts duo

rcfundcd to thc taxpaycr, if:

-(4-)- All of thc taxpaycr’s incomo is cxompt from taxation

undcr scction 235 7(a) (2) or (3); or

-(-2-)- Thc taxpaycr’s adjustcd gross incomc is $20,000 or

loss (or $40,000 or loss if filing a tax rcturn as

marr±cd filing jointly);

providcd that tax crcdits propcrly claimcd by a taxpaycr who has

no incomo tax liability shall bc paid to thc taxpaycr; providcd

furthcr that no rcfund on account of thc tax crcdit allowcd by

this scction shall bc madc for amounts loss than $1.

A marriod coupic who docs not fib a joint tax rcturn shall

only bo cntitlcd to makc this cboction to tho oxtont that thcy
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1 would havc bccn cntitlcd to makc thc clcction had thcy filcd a

2 joint tax rcturn.

3 Thc clcction rcguircd by this subscction shall bc madc in a

4 manncr prcscribcd by thc dircctor on thc taxpaycr’s rcturn for

5 thc taxablc ycar in which thc crcdit is claimcd. An clcction

6 oncc madc is irrcvocablc.

7 (k) Bcforc thc production of any rcncwablc fucls for thc

8 calcndar ycar, thc taxpaycr shall providc writtcn noticc of thc

9 taxpaycr’s intcntion to bcgin production of rcncwablc fucls.

10 Thc writtcn noticc shall bc providcd to thc dcpartmcnt of

11 taxation and thc Hawaii statc cncrgy officc and shall includc

12 information on thc taxpaycr, facility location, facility

13 production capacity, anticipatcd production start datc, and thc

14 taxpaycr’s contact information. Notwithstanding any othcr law

15 to thc contrary, thc writtcn noticc dcscribcd in this

16 subscction, including taxpaycr and facility information, shall

17 bc availablc for public inspcction and disscmination, subjcct to

18 chaptcr 92F.

19 (1) Thc taxpaycr shall providc writtcn noticc to thc

20 dircctor of taxation and thc chicf cncrgy officcr of thc Hawaii

21 statc cncrav officc within thirty days following thc start of
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production. Thc noticc shall includc thc production start datc

and cxpcctcd rcncwablc fucls production for thc ncxt twclvc

months. Notwithstanding any othcr law to thc contrary, thc

writtcn noticc dcscribcd in this subscction shall bc availablc

for public inspcction and disscmination, subjcct to chaptcr 92F.

(m) Following cach calcndar ycar in which a crcdit undcr

this scction has bccn claimcd, thc chicf cncrgy officcr of thc

Hawaii statc cncrgy officc shall submit a writtcn rcport to thc

govcrnor and lcgislaturc rcgarding thc production and salc of

rcncwablc fucls. Thc rcport shall includc:

-(-I-)- Thc numbcr and location of rcncwablc fucls production

facilitics in thc Statc and outsidc thc Statc that

havc claimcd a crcdit undcr this scction;

-(-2-)- Thc total numbcr of British thcrmal units of rcncwablc

fucls, itcmizcd by typc of fucl produccd and sold

during thc prcvious calcndar ycar; and

—(--3-)- Thc projcctcd numbcr of British thcrmal units of

rcncwablc fucls production for thc succccding ycar.

(n) Thc dircctor of taxation:

—(4+ Shall prcparc any forms that may bc ncccssary to claim

a tax crcdit undcr this scction;
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1 -(-2-)-- May rcguirc thc taxpaycr to furnish rcasonablc

2 information to asccrtain thc validity of thc claim for

3 thc tax crcdit madc undcr this scction; and

4 -(-3-)- May adopt rulcs pursuant to chaptcr 91 ncccssary to

5 cffcctuatc thc purposcs of this scction.

6 (o) As uscd in this scction:

7 “Crcdit pcriod” mcans a maximum pcriod of tcn consccutivc

8 ycars, bcginning from thc first taxablc ycar in which a taxpaycr

9 bcgins rcncwablc fucls production at a lcvcl of at lcast two

10 billion fivc—hundrcd million British thcrmal units of rcncwablc

11 fucls pcr calcndar ycar.

12 “Nct incomc tax liability” mcans incomc tax liability

13 rcduccd by all othcr crcdits allowcd undcr this chaptcr.

14 “Rcncwablc fccdstocks” mcans:

15 -(-1-)- Biomass crops and othcr rcncwablc organic matcrial,

16 including but not limitcd to logs, wood chips, wood

17 pcllcts, and wood bark;

18 -(-2-)- Agricultural rcsiduc;

19 -(-3.4- Oil crops, including but not limitcd to rnnn

20 jatropha, palm, soybcan, and sunflowcr;
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1 ~1HIur anu uturun crops, iiicn~iiiii RI’ DUt nQt ilitlitCU tO

2 sugar pang and cassava;

3 -(-g-)- Othcr agricultural crops;

4 -(-6-)- Grcasc and waztc cooking oil;

5 -(-~-)- Food wastcs;

6 -(-8-)- Municipal solid waztcs and industrial wastcs;

7 -(-9-)- Watcr, including wastcwatcr; and

8 (10) Animal rcsiducs and wastcs,

9 that can bc uscd to gcncratc cncrgy.

10 “Rcncwablc fuclz” mcanz fuclz produccd from rcncwablc

11 fccdstocks; providcd that thc fuci:

12 -(4-)- Is sold as a fucl in thc Statc; and

13 -(-2-)- Mcctz thc rclcvant ASTM Intcrnational zpccifications

14 or othcr industry spccifications for thc particular

15 fucl, including but not limitcd to:

16 -(-A-)-- Mcthanol, cthanol, or othcr alcohols;

17 -(-B-)- Hydrogcn;

18 -(-c-)- Biodicscl or rcncwablc dicscl;

19 +9+- Biogas;

20 -(-B-)- Othcr biofucls;

21 -(-F’)- Rcncwablc jct fucl or rcncwablc gasolinc; or
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1 -(-G-)- Logs, wood chips, wood pclicts, or wood bark.”]

2 SECTION 19. Section 237—16.8, Hawaii Revised Statutes, is

3 repealed.

4 [“[~237-l6.8] Exemption of certain convention, confercnce,

5 and trade show fees. In addition to any othcr applicabic

6 cxcmption providcd undcr this chaptcr, thcrc shall bc cxcmptcd

7 from thc mcasurc of taxcs imposcd by this chaptcr all of thc

8 valuc or gross incomc dcrivcd by a fratcrnal bcncfit, rciigious,

9 charitabic, scicntific, cducationai, or othcr nonprofit

10 organization undcr scction 501 (c) of thc Intcrnai Rcvcnuc Codc

11 of 1986, as amcndcd, from fccs for convcntion, confcrcncc, or

12 tradc show cxhibit or display spaccs; providcd that thc gross

13 procccds of saics by a vcndor through thc usc of cxhib±t or

14 display spacc at a confcrcncc, convcntion, or tradc show shall

15 bc subjcct to thc imposition of thc gcncrai cxcisc tax undcr

16 scction 237—13.”]

17 SECTION 20. Section 237—24.5, Hawaii Revised Statutes, is

18 repealed.

19 [“~237-24.5 Additional exemptions. (a) In addition to

20 thc amounts cxcmpt undcr scction 237-24, this chaptcr shall not

21 apply to amounts rcccivcd by:
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1 -(-~-~)- An cxchangc from:

2 -(-A-)- Tranaact±on fccz chargcd cxchangc mcmbcrz by thc

3 cxchangc for:

4 -(4-)- Thc zaic or purchaac of occuritico or

5 producto, or both, bought or aold on an

6 cxchangc by cxchangc mcmbcr~ for thcir own

7 account or an account for which thcy havc

8 rcaponoibility a~ an agcnt, brokcr, or

9 fiduciary;

10 (ii) Ordcr book cxccutiono madc for purposco of

11 cffccting trancactionz; and

12 (iii) Tradc procc~zing pcrformcd by an cxchangc in

13 matching tradca, kcypunching, rccord

14 kccping, poDt ca~hicring, and notarization;

15 -(-B-)- Mcrnbcrzhip ducz, fccc, chargco, aazcoomcntc, and

16 finco from individualo or firmz, including

17 chargcc for firm zymbolo (mcmbcr idcntification),

18 application proccozing, rcgiotrat±on, initiation,

19 mcmbcrzhip tranzfcrz, floor or poct privilcgcz,

20 tranoaction timc cxtcnzionz, cxpcditing
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transactions, crossovcr tradcs (trading out of

assigncd functions) and rulc infractions;

-(-9-)- Scrvicc fccs chargcd to mcmbcrs including fccs

for communications, badgcs, forms, documcnts, and

rcports;

-$4-- Listing fccs and listing maintcnancc fccs chargcd

to companics that wish to bc listcd and havc

thcir sccuritics or products tradcd on thc

cxchangc; and

-(--E--)- Participation in thc communication nctwork

consortium opcratcd collcctivcly by Unitcd Statcs

cxchangcs or othcr mar]cts rccognizcd by thc

Sccuritics and Exchangc Coission, thc

Commoditics Futurcs Trading Commission, or

similar rcgulatory authoritics outsidc thc Unitcd

Statcs that providcs last salc and guotc

sccuritics information to subscribcrs or that

connccts such markcts or cxchangcs for purposcs

of data transmission;

-(-2-)- Exchangc mc~crs by rcason of cxccuting a sccuritics

or product transaction on an cxchangc; providcd that
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thio cxcmption chall apply only to amounto rcccivcd by

cxchangc mcmbcrc from brokcrc~ or dcalcro rcgiatcrcd

with thc Socuritics and Exchangc ComrniDoion, from

futurcz commi~c±on mcrchantz, brokcrz, or azzociatco

rcgiztcrcd with thc Cooditicz Futurcz Trading

Coizz±on, or from zimilar individualz or firmz

rcgiztcrcd with zimilar rcgulatory authoriticz outzidc

thc Unitcd Statcz; and

-(-3-)- Exchangc mcmbcrz az procccdz from tho cab of thc±r

cxchangc mcmbcrzhipz.

(b) Ac uacd in thig coction:

“Exchangc” mcanc an cxchangc or board of trado ac dcfincd

in 15 Unitod Statcz Codc zcction 78c(a) (1) or in 7 Unitcd Statco

Codc ccction 7, rccpcctivcly, which ic aubj cot to rcgulation by

thc Sccuriticz and Exchangc Commizzion or thc Commoditicz

Futurcz Trading Commiacion or an organization cubjcct to aimilar

rcgulation undcr thc lawz of a juriodiction outcidc thc Unitcd

C’4- ~-
~

vTE2~changp mcmbcr” mcanc an individual or firm that ic

gualificd by an cxchangc ac a mcmbcr and payc momborohip ducc to
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an cxchangc in ordcr to tradc sccuritics or products on an

cxchangc.

“Sccuritics” moans sccuritics as dcfincd in 15 Unitcd

Statcs Codc scotion 78c and “products” moans contracts of salc

of commoditics for futurc dclivcry, futurcs contracts, options,

calls, puts, and similar rights as dcfincd in 7 Unitcd Statcs

Codc scction 2, which sccuritics or products arc pcrmittcd to bc

tradcd on an cxchangc.”]

SECTION 21. Section 237-24.9, Hawaii Revised Statutes, is

repealed.

[“~237-24.9 Aircraft service and maintenance facility.

(a) This chaptcr shall not apply to amounts rcccivcd from thc

scrvicing and maintcnancc of aircraft or from thc construction

of an aircraft scrvicc and maintcnancc facility in thc Statc.

(b) As uscd in this scction:

“Aircraft” mcans any craft or artificial contrivancc of

whatcvcr dcscription cngagcd in intrastatc, intcrstatc, or

intcrnationai schcdulcd cocrcial usc as dcfincd in chaptcr

263, that opcratcs with two or morc jot cngincs.

“Aircraft scrvicc and maintcnancc” moans all schcdulcd and

unschcdulcd tasks pcrformcd within an aircraft scrvicc and
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1 maintcnancc facility for thc inspcction, modification,

2 maintcnancc, and rcpair of aircraft and rclatcd componcnts

3 including cngincs, hydraulic and clcctrical systcms, and all

4 othcr componcnts which arc an intcgral part of an aircraft.

5 “Aircraft scrvicc and maintcnancc facility” mcans a

6 facility for aircraft scrvicc and maintcnancc that is not loss

7 than thirty thousand sguarc fcct in arca, and which may includc

8 ancillary spacc which is intcgral to thc facility, such as parts

9 and invcntory warchousc spacc, tool rooms, and rclatcd

10 administrativc and cmploycc spacc.

11 “Construction of an aircraft scrvicc and maintcnancc

12 facility” mcans all dcsign, cnginccring, labor, and matcrial

13 costs associatcd with thc construction of facilitics thc

14 [principal] purposc of which is thc provision of facilitics for

15 aircraft scrvicc and maintcnancc.

16 “Maintcnancc” mcans thc up]cccp of aircraft cngincs,

17 hydraulic and clcctrical systcms, and all othcr componcnts which

18 arc an intcgral part of an aircraft, but docs not includc

19 rcfucling, janitorial scrviccs or clcaning, rcstocking of

20 aircraft and passcngcr supplics, or loading or unloading of

21 cargo and passcngcr baggagc.”]
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SECTION 22. Section 237-27, Hawaii Revised Statutes, is

repealed.

[“S237-27 Exemption of certain ~~troj.eum renners. (a)

~7L uscd in this scction:

“Pctrolcum products” mcans pctrolcum; any distillatc,

fraction, or dcrivativc of pctrolcum; natural gas or its

componcnts; gas manufacturcd from a pctrolcum product; and any

product dcrivcd from thc gas or from thc manufacturc thcrcof,

—1- - ~z::z::, xyliz:~ ~ z:z~lzz:, tars, :ew~~;iii:ri I).’; ii -~ I c’riT’ I ii I iic’rlT~ ZI nfl I (‘(11’ -~ (1(1 1’ Ti I c--if

10 tars, and a~onia.

j_-Th___n_-

11 1tRe~~”—rn-

12 ~hc ~“‘~ fining pc~’

13 this ~ ~ thc valuc

14 pctrolcum products rcsultant fra

15 cngagcd in busincss as a rcfincr

16 shall bc dccmcd a rcfincr only in

17 produccs thc products includcd in

18 by this chaptcr.

19 “Rcfining” mcans:

mcb. . -

in th-’ ~tatc, ~ -i

product~ w~ -i taxablc und~

~ss procccds of salcs of thc

thc busincss. A pcrson who li

md also in othcr busincss

rcspcct of thc busincss that

thc mcasurc of thc tax imposcd
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+1+ Any proccss pcrformcd by a rcfincr that includcs a

changc in thc charnrtrr nr nrnnrrt~ rn nf n prtrnl rum

prnHiirt ttn-nurrb thr

—

____ —~ hcat;

rcfi ‘~ potrol product

~ C~~J by ~-‘--‘ rcfincr-by

~r

-(-2-)- Thc compounding -by-

with a product that

thc proccss statcd in paragraph (1)

(b) Thcrc shall bc cxcludcd from thc mcasurc of thc tax on

a rcfincr such part of thc pctrolcum products rcsultant from thc

rcfincr’s busincss as is to bc furthcr rcfincd by anothcr

rcfincr, to thc cxtcnt that thc pctrolcum products rcsultant

from such furthcr rcfining will bc (or but for this subscction

would bc) includcd in thc mcasurc of thc tax on such othcr

rcfincr, and whcrc pctrolcum products arc to bc uscd partly for

such rcfining and partly for othcr purposcs, thc proportion uscd

for cach purposc shall bc dctcrmincd upon thc basis of wcight or

ETU contcnt.”]

SECTION 23. Section 237-27.5, Hawaii Revised Statutes, is

repealed.

[“~237-27.5 Air pollution control facility. (a) As uscd

in this scction, “air pollution control facility” shall mcan a

ncw idcntifiablc trcatmcnt facility, cguipmcnt, dcvicc, or thc
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1 1±1cc, which is uscd to abatc or control atmosphcric pollution or

2 contamination by rcmoving, rcducing, or rcndcring loss noxious

3 air contaminants cmittcd into thc atmosphcrc from a point

4 immcdiatcly prcccding thc point of such rcmoval, rcduction, or

5 rcndcring to thc point of dischargc of air, mccting omission

6 standards as cstablishcd by thc dcpartmcnt of hcalth, cxcluding

7 air conditioncr, fan, or othcr similar facility for thc comfort

8 of pcrsons at a placc of busincss.

9 (b) Any provision of law to thc contrary notwithstanding,

10 and upon rcccipt of thc ccrtification rcguircd by subscction

11 (c), thcrc shall bc cxcmptcd from, and cxcludcd from thc mcasurc

12 of, thc taxcs imposcd by this chaptcr, all of thc gross procccds

13 arising from, and all of thc amount of tangiblc pcrsonal

14 propcrty furnishcd in conjunction with, thc construction,

15 rcconstruction, crcction, opcration, usc, or maintcnancc of an

16 air pollution control facility.

17 (c) Application for thc cxcmption providcd by this scction

18 shall first bc madc with thc dircctor of hcalth who, if

19 satisficd that thc facility mccts thc pollution omission

20 critcria cstablishcd by thc dcpartmcnt of hcalth, shall ccrtify

21 to that fact. A now ccrtificatc shall bc obtaincd from thc
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dircctor of hcalth and filcd with thc dircctor of taxation cvcry

fivc ycaro ccrtifying that thc pollution control facility

complics with thc pollutant cmiosion critcria cstablishcd by thc

dcpartmcnt of hcalthi’]

SECTION 24. Section 237—28.1, Hawaii Revised Statutes, is

repealed.

[“[~237-28.1] Exemption of certain shipbuilding and ship

repair bucinecs. Thcrc shall bc cxcmptcd from, and cxcludcd

from thc mcaourc of, thc taxcs imposcd by this chaptcr all of

thc gross procccds arising from shipbuilding and ship rcpairs

rcndcrcd to surfacc vcsscls fcdcrally owncd or cngagcd in

intcrstatc or intcrnational tradci’]

SECTION 25. Section 237—30.7, Hawaii Revised Statutes, is

repealed.

[“[~237-3O.7] Withholding of tax by persons claiming the

motion picture, digital media, and film production income tax

credit. (a) Evcry pcrson making paymcnt to a loan-out company

and claiming a tax crcdit pursuant to scction 235 17 shall

dcduct and withhold an amount cgual to thc highcst ratc of tax

undcr this chaptcr plus any applicablc county surchargc for all

paymcnts madc to thc loan out company for scrviccs pcrformcd in
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tho Stato. Tho amounts withhold shall bo romittod pursuant to

subsootion (b) . Tho amounts withhold undor this soction shall

hr rlrrmrd tn hr n rrrnrrnl rxri nr tnx w~ hHHnl r1~ ncr fnr tHr hrnrf~ 1—
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1

2

3

of tho loan out oompany porforming tho sorvioo.

(b) Evory porson subjoot to subsootion (a) shall mako a

roturn of tho amount withhold and fib tho roturn with tho

dopartmont of taxation no lator than tho twontioth day of tho

oalondar month immodiatoly following tho month in whioh tho

paymont was mado to tho loan-out oompany. Tho taxos withhold

shall bo romittod with tho roturn. Tho dopartmont of taxation

shall prosoribo tho forms and proooduros to administor this

sootion.

(o) All taxos withhold pursuant to this sootion shall bo

hold in trust by tho porson withholding for tho Stato. If any

porson roguirod to withhold and romit taxos undor this sootion

r - ‘- 1- - ‘ -, l—~.—.. 1 —ci—~ 1ralis to wirnno±a or romit tao taxos, tho porson shall

for tho failuro as providod in sootion 235-64.”]

SECTION 26. Seotion 241—4.5, Hawaii Revised Statutes, is

repealed.

V

[“~24l—45 Capital goods excise tax credit. Tho oapital

i__i nflr -1-in ~1
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1 bc opcrativc for this chaptcr aftcr Dcccmbcr 31, 1997; providcd

2 that thc capital goods cxcisc tax crcdit shall bc ~ ~-e

aftcr Dcccmbcr 31, 2008, and bcforc January 1, 2010.”]

SECTION 27. Section 241—4.6, Hawaii Revised Statutes, is

3

4

5

6

7

— _1_ — —, —

crcu~~. Thc rcncwablc cncrgy tcchnologics incomc tax crcdir

providcd undcr scct±on 235-12.5 shall bc opcrativc for this

chaptcr for taxablc ycars bcginning aftcr Dcccmbcr 31, 2002;

providcd that thc systcm was installcd aftcr Junc 30, 2003.”]

SECTION 28. Act 88, Session Laws of Hawaii 2006, as

amended by Act 89, Session Laws of Hawaii 2013, as amended by

Act 143, Session Laws of Hawaii 2017, as amended by Act 217,

Session Laws of Hawaii 2022, is amended by amending section 4 to

read as follows:

“SECTION 4. This Act shall take effect on July 1, 2006;

provided that:

(1) Section 2 of this Act shall apply to qualified

production costs incurred on or after July 1, 2006,

and before January 1, [2033;] 2026; and

HB LRB 25-0426-1.docx 93



H.B. NO. 1~’~

1 (2) This Act shall be repealed on January 1, [2033, and

2 zcction 235 17, Hawaii RcviDcd Statutc~, shall bc

3 rccnactcd in thc form in which it rcad on thc day

4 bcforc thc cffcctivc datc of th±z Act.] 2026.”

5 SECTION 29. Statutory material to be repealed is bracketed

6 and stricken. New statutory material ±5 underscored.

7 SECTION 30. This Act shall take effect on January 1, 2026.

8 ~
INTRODUCED BY: F

JAN 23 2025
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Report Title:
Taxation; Income Tax; General Excise Tax; Use Tax

Description:
Repeals certain credits, deductions, and exemptions under the
income tax, general excise tax, and use tax laws.
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