
HOUSE OF REPRESENTATIVES ~ 1850
THIRTY-THIRD LEGISLATURE, 2026 IN H.D. 2
STATE OF HAWAII I

A BILL FOR AN ACT
RELATING TO CAPITAL GAINS TAX.

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

1 SECTION 1. Section 231-8.5, Hawaii Revised Statutes, is

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

3 “(b) If the requirements of subsection (c) are satisfied,

4 the department may require electronic filing of any tax return,

5 application, report, or other document required under the

6 provisions of title 14 administered by the department for the

7 following taxpayers:

8 (1) For withholding tax filings required under chapter

9 235, only employers whose total tax liability under

10 sections 235-61 and 235-62 for the calendar or fiscal

11 year exceeds $40,000;

12 (2) For income tax filings required under chapter 235,

13 only taxpayers who are subject to tax under section

14 235—71[, 235 71.5,] or 235—72;

15 (3) For general excise tax filings required under chapter

16 237, only taxpayers whose total tax liability under
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1 chapter 237 for the calendar or fiscal year exceeds

2 $4,000;

3 (4) For transient accommodations tax filings required

4 under chapter 2370, only operators and plan managers

5 whose total tax liability under chapter 2370 for the

6 calendar or fiscal year exceeds $4,000; and

7 (5) For filings required under the following chapters, all

8 taxpayers subject to tax under those chapters:

9 (A) 236E;

10 (B) 239;

11 (C) 241;

12 (0) 243;

13 (E) 2440;

14 (F) 245; and

15 (G) 251.”

16 SECTION 2. Section 235-51, Hawaii Revised Statutes, is

17 amended by amending subsection (f) to read as follows:

18 “(f) If a taxpayer has a net capital gain from the sale of

19 real property that is used as a principal home and eligible for

20 a county homeowner’s exemption for any taxable year [to which
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1 this subsection applies], then the tax imposed on the net

2 capital gain [by this section] shall [not excecd thc sum of:

3 -(-1+ Thc tax computcd at thc ratco ann in ~ne same manncr

4 ‘~‘ if this subsection had not bccn enactca on cne

5 ~~‘tcr ~:

6 —fA-~- Thc taxabic incomc rcduccd by thc amount of nct

7 cnnital gain, or

8 inc amount of taxar~±c ±ncomc taxcd at a rate

9 x~c±ow ~ pcr cent, plus

10 -(-2+ A tax of] be at a rate of 7.25 per cent [of thc amount

11 of taxablc income in excess of thern amount determined

12 under paragraph (1)]

13 This subsection shall apply to individuals, estates, and

14 trusts for taxable years beginning after December 31, 1986.”

15 SECTION 3. Section 235-71.5, Hawaii Revised Statutes, is

16 repealed.

17 [“S235-71.5 A1ternat.~..~~ ~ ~ec~jp~

18 1201 (with respect to alternative tax for corporations) of the

19 Internal Revenue Code of 1986, as amended as of December 31,

20 1996, shall be operative for the purposes of this chapter and

21 shall be applied as set forth in thio section. If for any
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1 taxabic year a corporation, regulatcd investment company, or

2 real cstate investment trust has a net capital gain, then, in

3 lieu of the tax imposed by section 235 71, there is hereby

4 imposed a tax (if ouch tax is less than the tax imposed under

5 section 235—71) which shall consist of the sum of:

6

7

8

9

per cent of thc

~ ~ — -l

4-~ -~ -~-a±..

taxabL. bef~ Apri1 ~

amount in paragraph (1)), or

(ii) The net capital gain for the

plus
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.~n ~-

r’,i r~

~-

—(-l-~- A tax computed on the taxable income reduced by the

amount of the net capital gain, at the rates and in

the manner as if this section had not been enacted,

plus

-(-2+ The sum of:

-(-A-~-- 3.Or

10

11

12

13

14

15

16

17

18

19

20

21

~_ !

I I gain determined by ineludiiiy

n nr 1ô~g which is properly

flr’r’nhlT,T fnr 1Hr pnrtion of thc

1~P.7 (i.e., -hH.

-fB+ 4 Pc

taxable year,

of:coo (if any)

gain for theThe net capital

over
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1 (ii) Thc amount of thc nct capital gain takcn

2 into account undor oubparagraph (A) .“]

3 SECTION 4. Statutory material to be repealed is bracketed

4 and stricken. New statutory material is underscored.

5 SECTION 5. This Act shall take effect on July 1, 3000, and

6 shall apply to taxable years beginning after December 31, 2026.
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Report Title:
Capital Gains Tax; Corporations

Description:
Taxes capital gains tax for individuals, estates, and trusts as
ordinary income, except for capital gains that are eligible for
a county homeowner’s exemption. Repeals the alternative capital
gains tax for corporations. Applies to taxable years beginning
after 12/31/2026. Effective 7/1/3000. (HD2)
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