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HOUSE OF REPRESENTATIVES 1369
THIRTY-THIRD LEGISLATURE, 2025 H . B . N O . HD.1
STATE OF HAWAII

A BILL FOR AN ACT

RELATING TO TAXATION.

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

SECTION 1. 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
subsections shall not be operative for the purposes of this
chapter, unless otherwise provided:

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

determination of tax liability), except section

1(h) (2) (relating to net capital gain reduced by the
amount taken into account as investment income),
except sections 2{(a), 2(b), and 2(c) (with respect to
the definition of "surviving spouse"” and "head of
household"), except section 41 (with respect to the
credit for increasing research activities), except

section 42 (with respect to low-income housing

credit), [exeept—seetions—4+aond48,——as—amended;—as—of
. ] 31— 1084 {erit] , i b
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(2)

H.B. NO. r-

tangiblepersernal—property)ry] and except section

48(d) (3), as amended, as of February 17, 2009 (with
respect to the treatment of United States Department
of Treasury grants made under section 1603 of the

American Recovery and Reinvestment Tax Act of 2009).

For treatment, see sections 235-110.91 [+—235—+10-7F+]
and 235-110.8;

Section 78 (with respect to dividends received from
certain foreign corporations by domestic corporations
choosing foreign tax credit);

Section 86 (with respect to social security and tier 1
railroad retirement benefits);

Section 91 (with respect to certain foreign branch
losses transferred to specified 10-percent owned
foreign corporations);

Section 103 (with respect to interest on state and
local bonds). For treatment, see section 235-7(b);
Section 114 (with respect to extraterritorial income).
For treatment, any transaction as specified in the
transitional rule for 2005 and 2006 as specified in

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

2025-1980 HB1369 HD1 HMSO-1

T D



10

11

12

13

14

15

16

17

18

19

Page 3

(7)

(11)

H.B. NO. +o-

and any transaction that has occurred pursuant to a
binding contract as specified in the American Jobs
Creation Act of 2004 section 101 (f) are inoperative;
Section 120 (with respect to amounts received under
qualified group legal services plans). For treatment,
see section 235-7(a) (9) to (11);

Section 122 (with respect to certain reduced uniformed
services retirement pay). For treatment, see

section 235-7(a) (3);

Section 135 (with respect to income from United States
savings bonds used to pay higher education tuition and
fees). For treatment, see section 235-7(a) (1);
Section 139C (with respect to COBRA premium
assistance);

Subchapter B (sections 141 to 150) (with respect to
tax exemption requirements for state and local bonds);
Section 151 (with respect to allowance of deductions
for personal exemptions). For treatment, see

section 235-54;

2025-1980 HB1369 HD1 HMSO-1
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(13)

(14)

(15)

H.B. NO. +o-

Section 179B (with respect to expensing of capital
costs incurred in complying with Environmental
Protection Agency sulphur regulations);

Section 181 (with respect to special rules for certain
film and television productions);

Section 196 (with respect to deduction for certain
unused investment credits);

Section 199 (with respect to the U.S. production
activities deduction);

Section 199A (with respect to qualified business
income) ;

Section 222 (with respect to qualified tuition and
related expenses);

Sections 241 to 247 (with respect to special
deductions for corporations). For treatment, see
section 235-7(c);

Section 250 (with respect to foreign-derived
intangible income and global intangible low-taxed

income) ;

2025-1980 HB1369 HD1l HMSO-1
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(28)

H.B. NO. +o-

Section 267A (with respect to certain related party
amounts paid or accrued in hybrid transactions or with
hybrid entities);

Section 280C (with respect to certain expenses for
which credits are allowable). For treatment, see
section 235-110.91;

Section 291 (with respect to special rules relating to
corporate preference items);

Section 367 (with respect to foreign corporations);
Section 501 (c) (12), (15), (16) (with respect to exempt
organizations); except that section 501 (c) (12) shall
bé operative for companies that provide potable water
to residential communities that lack any access to
public utility water services;

Section 515 (with respect to taxes of foreign
countries and possessions of the United States);
Subchapter G (sections 531 to 565) (with respect to
corporations used to avoid income tax on
shareholders) ;

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

banking institutions), except section 584 (with

2025-1980 HB1369 HD1 HMSO-1
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(35)

H.B. NO. ko’

respect to common trust funds). For treatment, see
chapter 241;

Section 642 (a) and (b) (with respect to special rules
for credits and deductions applicable to trusts). For
treatment, see sections 235-54(b) and 235-55;

Section 646 (with respect to tax treatment of electing
Alaska Native settlement trusts);

Section 668 (with respect to interest charge on
accumulation distributions from foreign trusts);
Subchapter L (sections 801 to 848) (with respect to
insurance companies). For treatment, see sections
431:7-202 and 431:7-204;

Section 853 (with respect to foreign tax credit
allowed to shareholders). For treatment, see

section 235-55;

Section 853A (with respect to credits from tax credit
bonds allowed to shareholders);

Subchapter N (sections 861 to 999) (with respect to
tax based on income from sources within or without the
United States), except sections 985 to 989 (with

respect to foreign currency transactions). For

2025-1980 HB1369 HD1 HMSO-1
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(40)

(42)

H.B. NO. ko'

treatment, see sections 235-4, 235-5, and 235-7(b),
and 235-55;

Section 1042 (g) (with respect to sales of stock in
agricultural refiners and processors to eligible farm
cooperatives);

Section 1055 (with respect to redeemable ground
rents) ;

Section 1057 (with respect to election to treat
transfer to foreign trust, etc., as taxable exchange);
Sections 1291 to 1298 (with respect to treatment of
passive foreign investment companies);

Subchapter Q (sections 1311 to 1351) (with respect to
readjustment of tax between years and special
limitations), except for section 1341 (with respect to
computation of tax where taxpayer restores substantial
amount held under claim of right);

Subchapter R (sections 1352 to 1359) (with respect to
election to determine corporate tax on certain
international shipping activities using per ton rate);
Subchapter U (sections 1391 to 1397F) (with respect to

designation and treatment of empowerment zones,

2025-1980 HB1369 HD1 HMSO-1
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enterprise communities, and rural development
investment areas). For treatment, see chapter 209E;

(43) Subchapter W (sections 1400 to 1400C) (with respect to
District of Columbia enterprise zone);

(44) Section 14000 (with respect to education tax
benefits);

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

(46) Section 1400R {(with respect to employment relief);

(47) Section 1400T (with respect to special rules for
mortgage revenue bonds);

(48) Section 1400U-1 (with respect to allocation of
recovery zone bonds);

(49) Section 1400U-2 (with respect to recovery zone
economic development bonds); and

(50) Section 1400U-3 (with respect to recovery zone
facility bonds)."

SECTION 2. Section 235-110.93, Hawaii Revised Statutes, 1is

amended by amending subsection (d) to read as follows:
"(d) The cost upon which the tax credit is computed shall
be determined at the entity level. 1In the case of a

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

2025-1980 HB1369 HD1 HMSO-1
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entity, distribution and share of the credit shall be determined
[parsuwant—te—seetion—235—110-7{a)=] by rule.

If a deduction is taken under section 179 (with respect to
election to expense depreciable business assets) of the Internal
Revenue Code, no tax credit shall be allowed for that portion of
the qualified agricultural cost for which a deduction was taken.

The basis of eligible property for depreciation or
accelerated cost recovery system purposes for state income taxes
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 3. 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

2025-1980 HB1369 HD1 HMSO-1
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avoidance—of—taxes-

+er] (b) As used in this section:

"Lease" means the rental of real property under an
instrument in writing by which one conveys real property for a

specified term and for a specified consideration, and includes
the written extension or renegotiation of a lease, and any
holdover tenancy.

"Lessee" means one who holds real property under lease, and
includes a sublessee.

"Lessor" means one who conveys real property by lease, and
includes a sublessor.

"Real property or space” means the area actually rented and
used by the lessee, and includes common elements as defined in

section 514B-3.

[LSublease ineludes—the rentalof real property whieh i8S

2025-1980 HB1369 HD1 HMSO-1 12
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SECTION 4. Section 237-22,

amended by amending subsection

2025-1980 HB1369 HD1 HMSO-1
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Hawaii Revised Statutes,

to read as follows:
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"(b) To the extent that any deduction, allocation, or
other method to determine tax liability is necessary to comply
with subsection (a), each taxpayer liable for the tax imposed by
this chapter shall be entitled to full offset for the amount of
legally imposed sales, gross receipts, or use taxes paid by the
taxpayer with respect to the imported property, service, or
contracting to another state and any subdivision thereof;
provided that such offset shall not exceed the amount of general
excise tax imposed under this chapter upon the gross proceeds of
sales or gross income from the sale and subsequent sale of the
imported property, service, or contracting. The amount of
legally imposed sales, gross receipts, or use taxes paid by the
taxpayer with respect to the import shall be first applied
against any use tax, as permitted under section [238—3+{i}+]
238-3(h), and any remaining amount may be applied under this
section for the same imported property, service, or contracting.

The director of taxation shall have the authority to
implement this offset by prescribing tax forms and instructions
that require tax reporting and payment by deduction, allocation,
or any other method to determine tax liability to the extent

necessary to comply with the foregoing.

2025-1980 HB1369 HD1 HMSO-1 14
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H.B. NO. +o-

The director of taxation may require the taxpayer to
produce the necessary receipts or vouchers indicating the
payment of the sales, gross receipts, or use taxes to another

state or subdivision as a condition for the allowance of this

offset.”
SECTION 5. Section 237-24, Hawail Revised Statutes, is
amended to read as follows:

"§237-24 Amounts not taxable. This chapter shall not

apply to the following amounts:

(1) Amounts received under life insurance policies and
contracts paid by reason of the death of the insured;

(2) Amounts received (other than amounts paid by reason of
death of the insured) under life insurance, endowment,
or annuity contracts, either during the term or at
maturity or upon surrender of the contract;

(3) Amounts received under any accident insurance or
health insurance policy or contract or under workers'
compensation acts or employers' liability acts, as
compensation for personal injuries, death, or
sickness, including also the amount of any damages or

other compensation received, whether as a result of

2025-1980 HB1369 HD1 HMSO-1
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(4)

(6)

H.B. NO. #o

action or by private agreement between the parties on
account of the personal injuries, death, or sickness;
The value of all property of every kind and sort
acquired by gift, bequest, or devise, and the value of
all property acquired by descent or inheritance;
Amounts received by any person as compensatory damages
for any tort injury to the person, or to the persocon's
character reputation, or received as compensatory
damages for any tort injury to or destruction of
property, whether as the result of action or by
private agreement between the parties (provided that
amounts received as punitive damages for tort injury
or breach of contract injury shall be included in
gross income) ;

Amounts received as salaries or wages for services
rendered by an employee to an employer;

Amounts received as alimony and other similar payments
and settlements;

Amounts collected by distributors as fuel taxes on

"liquid fuel" imposed by chapter 243, and the amounts
q p Yy P

2025-1980 HB1369 HD1 HMSO-1 16
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(10)

H.B. NO. #o-

collected by such distributors as a fuel tax imposed
by any Act of the Congress of the United States;
Taxes on liquor imposed by chapter 244D on dealers
holding permits under that chapter;

The amounts of taxes on cigarettes and tobacco
products imposed by chapter 245 on wholesalers or
dealers holding licenses under that chapter and
selling the products at wholesale;

Federal excise taxes imposed on articles sold at
retail and collected from the purchasers thereof and
paid to the federal government by the retailer;

The amounts of federal taxes under chapter 37 of the
Internal Revenue Code, or similar federal taxes,
imposed on sugar manufactured in the State, paid by
the manufacturer to the federal government;

An amount up to, but not in excess of, $2,000 a year
of gross income received by any blind, deaf, or
totally disabled person engaging, or continuing, in
any business, trade, activity, occupation, or calling
within the State; a corporation all of whose

outstanding shares are owned by an individual or

2025-1980 HB1369 HD1 HMSO-1
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individuals who are blind, deaf, or totally disabled;
a general, limited, or limited liability partnership,
all of whose partners are blind, deaf, or totally

disabled; or a limited liability company, all of whose

members are blind, deaf, or totally disabled;

2025-1980 HB1369 HD1 HMSO-1 18
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=51

[3+6]

H.B. NO. +o-

B '

of—the-manufactured productss
(14) Money paid by the State or eleemosynary
child-placing organizations to foster parents for
their care of children in foster homes;
(15) Amounts received by a cooperative housing
corporation from its shareholders in reimbursement of
funds paid by such corporation for lease rental, real
property taxes, and other expenses of operating and

maintaining the cooperative land and improvements;

provided that such a cooperative corporation is a

corporation:
(A) ‘Having one and only one class of stock
outstanding;

(B) Each of the stockholders of which is entitled
solely by reason of the stockholder's ownership

of stock in the corporation, to occupy for

2025-1980 HB1369 HD1 HMSO-1
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dwelling purposes a house, or an apartment in a
building owned or leased by the corporation; and
(C) No stockholder of which is entitled (either
conditionally or unconditionally) to receive any
distribution not out of earnings and profits of
the corporation except in a complete or partial
ligquidation of the corporation; and
[++H-] (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 6. 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:

[ Ameunts—reeceived from—theleoading—transportation—and
untoadingof agrieunltural commodities shippedfor—o

2025-1980 HB1369 HD1l HMSO-1 20
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been—produced—in—the—States

(1) Amounts received by the manager, submanager, or

board of directors of:

(A) An association of a condominium property regime
established in accofdance 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,

in reimbursement of sums paid for common expenses;

(2) Amounts received or accrued from:

(A) The loading or unloading of cargo from ships,
barges, vessels, or aircraft, including

stevedoring services as defined in section 382-1,

2025-1980 HB1369 HD1 HMSO-1 21
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whether or not the ships, barges, vessels, or

aircraft travel between the State and other

states or countries or between the islands of the

State;

(BY Tugboat services including pilotage fees
performed within the State, and the towage of
ships, barges, or vessels in and out of state
harbors, or from one pier to another;

(C) The transportation of pilots or governmental
officials to ships, barges, or vessels offshore;
rigging gear; checking freight and similar
services; standby charges; and use of moorings
and running mooring lines; and

(D) Wharfage and demurrage imposed under chapter 266

that is paid to the department of transportation;

[+4)+] (3) Amounts received by an employee benefit plan by
way of contributions, dividends, interest, and other
income; and amounts received by a nonprofit
organization or office, as payments for costs and
expenses incurred for the administration of an

employee benefit plan; provided that this exemption

2025-1980 HB1369 HD1 HMSO-1
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[5-]

H.B. NO. +o"

shall not apply to any gross rental income or gross
rental proceeds received after June 30, 1994, as
income from investments in real property in this
State; and provided further that gross rental income
or gross rental proceeds from investments in real
property received by an employee benefit plan after
June 30, 1994, under written contracts executed prior
to July 1, 1994, shall not be taxed until the
contracts are renegotiated, renewed, or extended, or
until after December 31, 1998, whichever is earlier.
For the purposes of this paragraph, "employee benefit
plan"™ means any plan as defined in title 29 United
States Code section 1002 (3), as amended;

(4) Amounts received for purchases made with United
States Department of Agriculture food coupons under
the federal food stamp program, and amounts received
for purchases made with United States Department of
Agriculture food vouchers under the Special
Supplemental Foods Program for Women, Infants and

Children;

2025-1980 HB1369 HD1l HMSO-1
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[€&)]

H.B. NO. ro-

(5) Amounts received by a hospital, infirmary,
medical clinic, health care facility, pharmacy, or a
practitioner licensed to administer the drug to an
individual for selling prescription drugs or
prosthetic devices to an individual; provided that
this paragraph shall not apply to any amounts received
for services provided in selling prescription drugs or
prosthetic devices. As used in this paragraph:

"Prescription drugs" are those drugs defined
under section 328-1 and dispensed by filling or
refilling a written or oral prescription by a
practitioner licensed under law to administer the drug
and sold by a licensed pharmacist under section 328-16
or practitioners licensed to administer drugs;
provided that "prescription drugs" shall not include
cannabis or manufactured cannabis products authorized
pursuant to chapters 329 and 329D; and

"Prosthetic device"™ means any artificial device
or appliance, instrument, apparatus, or contrivance,
including their components, parts, accessories, and

replacements thereof, used to replace a missing or

2025-1980 HB1369 HD1 HMSO-1 24
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(9]

H.B. NO. ko'

surgically removed part of the human body, which is
prescribed by a licensed practitioner of medicine,
osteopathy, or podiatry and that is sold by the
practitioner or that is dispensed and sold by a dealer
of prosthetic devices; provided that "prosthetic
device" shall not mean any auditory, ophthalmic,
dental, or ocular device or appliance, instrument,
apparatus, or contrivance;

(6) Taxes on transient accommodations imposed by
chapter 237D and passed on and collected by operators
holding certificates of registration under that
chapter;

(7) Amounts received as dues by an unincorporated
merchants association from its membership for
advertising media, promotional, and advertising costs
for the promotion of the association for the benefit
of its members as a whole and not for the benefit of
an individual member or group of members less than the
entire membership;

(8) Amounts received by a labor organization for real

property leased to:

2025-1980 HB1369 HD1 HMSO-1 25
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[F6+]

H.B. NO. +o-

(A) A labor organization; or

(B) A trust fund established by a labor organization
for the benefit of its members, families, and
dependents for medical or hospital care, pensions
on retirement or death of employees,
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
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(10) Amounts received by a hospital, infirmary,
medical clinic, health care facility, or pharmacy, or
a medical or dental practitioner, for
healthcare-related goods or services purchased under
the medicare, medicaid, or TRICARE programs. For the
purposes of this paragraph, the healthcare-related
services need not be performed by a medical or dental
practitioner but may be performed by a physician's
assistant, nurse, or other employee under the medical
or dental practitioner's direction. As used in this
paragraph:

"Medicaid" means the program established under
Title XIX of the Social Security Act of 1935, as
amended;

"Medical or dental practitioner" means a
physician or osteopathic physician licensed pursuant
to chapter 453; a dentist licensed under chapter 448;

an advanced practice registered nurse licensed

2025-1980 HB1369 HD1 HMSO-1
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pursuant to chapter 457; or a pharmacist licensed
pursuant to chapter 461;

"Medicare" means the program established under
Title XVIII of the Social Security Act of 1935, as
amended; and

"TRICARE" means the program of the Department of
Defense military health system managed by the Defense
Health Agency, or any successor program."

SECTION 7. Section 237-25, Hawaiil Revised Statutes, is
amended by amending subsection (a) to read as follows:

"(a) Any provision of law to the contrary notwithstanding,
there shall be exempted from, and excluded from the measures of,
the tax imposed by chapter 237 all sales, and the gross proceeds
of all sales, of:

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

hereafter sold by any person licensed under chapter
281 to the United States (including any agency or
instrumentality of the United States that is wholly
owned or otherwise so constituted as to be immune from
the levy of a tax under chapter 238 or 244D but not

including national banks), or to any organization to

2025-1980 HB1369 HD1 HMSO-1 28
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(2)

H.B. NO. o

which that sale is permitted by the proviso of

"Class 3" of section 281-31, located on any Army,
Navy, or Air Force reservation, but the person making
the sale shall nevertheless, within the meaning of
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;

2025-1980 HB1369 HD1l HMSO-1 29
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settexrs] and

[+4>] (3) When the amount of property sold by a licensee
turns upon the amount of the property sold through a
vending machine or similar device to the customer
using the device, there shall not be deemed to have
occurred any sale covered by an exemption under
paragraph (1) [+] or (2) [—e=—3F]."

SECTION 8. Section 237-29.5, Hawail Revised Statutes, is
amended by amending subsection (a) to read as follows:

"(a) There shall be exempted from, and excluded from the
measure of, the taxes imposed by this chapter all of the wvalue
or gross proceeds arising from the manufacture, production, or
sale of tangible personal property:

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

point outside the State where the property is resold

or otherwise consumed or used outside the State; or

(2) The sale of which is exempt under section

[23F+—24-—3+2)=] 237-24.3(1)."

SECTION 9. Section 238-1, Hawaii Revised Statutes, 1is

amended by amending the definition of "use”™ to read as follows:
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""Use" (and any nounal, verbal, adjectival, adverbial, and
other equivalent form of the term) herein used interchangeably
means any use, whether the use is of such nature as to cause the
property, services, or contracting to be appreciably consumed or
not, or the keeping of the property or services for such use or
for sale, the exercise of any right or power over tangible or
intangible personal property incident to the ownership of that
property, and shall include control over tangible or intangible
property by a seller who is licensed or who should be licensed
under chapter 237, who directs the importation of the property
into the State for sale and delivery to a purchaser in the
State, liability and free on board (FOB) to the contrary
notwithstanding, regardless of where title passes, but the term
"use" shall not include:

(1) Temporary use of property, not of a perishable or
quickly consumable nature, where the property is
imported into the State for temporary use (not sale)
therein by the person importing the same and is not
intended to be, and is not, kept permanently in the
State. For example, without limiting the generality

of the foregoing language:
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(A) In the case of a contractor importing permanent
equipment for the performance of a construction
contract, with intent to remove, and who does
remove, the equipment out of the State upon
completing the contract;

(B) In the case of moving picture films imported for
use in theaters in the State with intent or under
contract to transport the same out of the State
after completion of such use; and

(C) In the case of a transient visitor importing an
automobile or other belongings into the State to
be used by the transient visitor while therein
but which are to be used and are removed upon the
transient visitor's departure from the State;

(2) Use by the taxpayer of property acquired by the
taxpayer solely by way of gift;

(3) Use which is limited to the receipt of articles and
the return thereof, to the person from whom acquired,
immediately or within a reasonable time either after

temporary trial or without trial;
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Use of goods imported into the State by the owner of a
vessel or vessels engaged in interstate or foreign
commerce and held for and used only as ship stores for
the vessels;

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;
and

(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
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for use in the State and that its use outside the

State was not actual and substantial;

. . 1 _ e finits £ us .
transportation" 4s—the same—as—3in 490540102+

(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;
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237249+
4831 (7) The use of services or contracting imported for

resale where the contracting or services are for
resale, consumption, or use outside the State pursuant
to section 237-29.53(a); and

[4363] (8) The use of property, services, or contracting
imported by 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.

With regard to purchases made and distributed under the
authority of chapter 421, a cooperative association shall be
deemed the user thereof.”

SECTION 10. Section 238-3, Hawaii Revised Statutes, is
amended to read as follows:

"§238-3 Application of tax, etc. (a) The tax imposed by
this chapter shall not apply to any property, services, Or
contracting or to any use of the property, services, or
contracting that cannot legally be so taxed under the

Constitution or laws of the United States, but only so long as,
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and only to the extent to which the State is without power to
impose the tax.

To the extent that any exemption, exclusion, or
apportionment is necessary to comply with the preceding
sentence, the director of taxation shall:

(1) Exempt or exclude from the tax under this chapter,
property, services, or contracting or the use of
property, services, or contracting exempted under
chapter 237; or

(2) Apportion the gross value of services or contracting
sold to customers within the State by persons engaged
in business both within and without the State to
determine the value of that portion of the services or
contracting that is subject to taxation under chapter
237 for the purposes of section 237-21.

(b) The tax imposed by this chapter shall not apply to any
use of property, services, or contracting the transfer of which
property, services, or contracting to, or the acquisition of
which by, the person so using the same, has actually been or

actually is taxed under chapter 237.
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(c) The tax imposed by this chapter shall be paid only
once upon or in respect of the same property, services, or
contracting; provided that nothing in this chapter contained
shall be construed to exempt any property, services, or
contracting, or the use thereof from taxation under any other
law of the State.

(d) The tax imposed by this chapter shall be in addition
to any other taxes imposed by any other laws of the State,
except as otherwise specifically provided herein; provided that
if it be finally held by any court of competent jurisdiction,
that the tax imposed by this chapter may not legally be imposed
in addition to any other tax or taxes imposed by any other law
or laws with respect to the same property, services, or
contracting, or the use thereof, then this chapter shall be
deemed not to apply to the property, services, or contracting,
or the use thereof under such specific circumstances, but such
other laws shall be given full effect with respect to the
property, services, or contracting, or use.

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

use of property exempted by section 238-4.
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(f) The tax imposed by this chapter shall not apply to any
use or consumption of aircraft and vessels, the transfer of
which aircraft or vessel to, or the acquisition of which by, the
person so using or consuming the same, or the rental for the use
of the aircraft or vessel, has actually been or actually is
taxed under chapter 237.

(g) The tax imposed by this chapter shall not apply to any
intoxicating liquor as defined in chapter 244D and cigarettes
and tobacco products as defined in chapter 245, imported into
the State and sold to any person or common carrier in interstate
commerce, whether ocean-going or air, for consumption
out-of-state by the person, crew, or passengers on the shipper's
vessels or airplanes.

[-th—The+tax—imposed by thischapter shall net—appiy—te
aRyuse—of wressels—econstructed-—under—section—380—25—priecr—to
Jety—3—3960—+

4++3] (h) Each taxpayer liable for the tax imposed by this
chapter on property, services, or contracting éhall be entitled
to full credit for the combined amount or amounts of legally
imposed sales or use taxes paid by the taxpayer with respect to

the same transaction and property, services, or contracting to
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another state and any subdivision thereof, but the credit shall
not exceed the amount of the use tax imposed under this chapter
on account of the transaction and property, services, or
contracting. The director of taxation may require the taxpayer
to produce the necessary receipts or vouchers indicating the
payment of the sales or use tax to another state or subdivision
as a condition for the allowance of the credit.

[+5] (i) The tax imposed by this chapter shall not apply
to any use of property, services, or contracting exempted by
section 237-26 or section 237-29.

[-Ho—The—tax—imposed by thisechapter shall—rneot—eappty—teo
any—use—eof—air pollution—econtrol faecilityexempted by seetion
23F—2F-5=-1"

SECTION 11. Section 421H-4, Hawaii Revised Statutes, is
amended by amending subsection (c) to read as follows:

"(c) The membership shares and cooperative fees are
interests in real property for purposes of:

(1) Cooperative housing corporations under section 216 of

the federal Internal Revenue Code of 1954, as amended;

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

[237—24436)~] 237-24(15)

SECTION 12. Section 209%E-11,

repealed.
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Tl lemne] gamd 2 7+ - RO = b e ]
LS W mn e W (8 | W Ll LS L (.LJ\.. = o A"y W gy o AT OO

SECTION 13. Section 235-110.7, Hawaiil Revised Statutes, is
repealed.

FEECE £ 4—1'\ ++++++ A3 +
NALC
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definedunder—<chapter 2312.-"]
SECTION 14. Section 235-110.32,

is repealed.

Hawaii Revised Statutes,
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SECTION 15. Section 237-16.8, Hawaii Revised Statutes, is

repealed.
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seetion237—13-"]

SECTION 16. Section 237-24.5, Hawaii Revised Statutes, is
repealed.

["§237-24-5 Additional exemptions- e —Fr——additien—te
the—amounts—exempt—under section 23 F1—24—this chapter——shalt——rot
appty—to—ameounts—reeceivedbyr

) An—exchonge—from:

&) IPronscetieon fees charged exchange members—by—the

exchange—Ffors

i Thesale—or purchaseef securities—or
preduets—orPpboth—bouvght—orsold—oen—an
exchange by exchange members—fortheir own
aecount—oranaccount—for which+theyhave
fesﬁef18ibiii EY oSt ageiiel bife]Eefl SE=
éﬂ:‘ daeﬂ:‘ af 7 I

g ed ] ] . e £ c
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SECTION 17. Section 237-24.9, Hawaiil Revised Statutes, is

repealed.

("§237-24.9  Aj .y . $ maind Eacility
E This ol ol . ced £ }
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eargo—andpassenger-baggage"]
SECTION 18. Section 237-27, Hawaii Revised Statutes, is

repealed.

["§237-27 Exemption—ofcertain petroleum refiners— (=}
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BE—eontent="]
SECTION 19. Section 237-27.5, Hawaii Revised Statutes, is
repealed.
["§237-27 5 A Llutd erol faeilityv- (o) 2 .
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SECTION 20. Section 237-28.1, Hawaii Revised Statutes, is

repealed.

["[§237-28 1} E g . cain shisbuildd ey

SECTION 21. Section 241-4.5, Hawaii Revised Statutes, is

repealed.
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after Deecember—31;—2008;——and beforeJanuvary1++—2040-"]

SECTION 22. Statutory material to be repealed is bracketed

and stricken. New statutory material is underscored.

SECTION 23. This Act shall take effect on July 1, 3000,
and shall not apply to written property leases and subleases
entered into, aircraft and aircraft engine leases and rental
agreements entered into, state enterprise zone qualified
businesses qualified prior to, renewable fuels production tax
credits certified prior to, and air pollution control facilities

certified prior to, December 31, 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. Effective
7/1/3000. (HD1)
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not legislation or evidence of legislative intent.
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