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A BILL FORAN ACT
RELATING TO INCOME TAX.

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

PART I

SECTION 1. Section 235-51, Hawaii Revised Statutes, is 

amended by amending subsections (a), (b), and (c) to read as 

follows:

"(a) There is hereby imposed on the taxable income of 

every:

(1) Taxpayer who files a joint return under 

section 235-93; and

(2) Surviving spouse, 

a tax determined in accordance with the following table:

In the case of any taxable year beginning after 

December 31, 2017:

If the taxable income is: The tax shall be:

Not over $4,800 1.40% of taxable income

Over $4,800 but $67.00 plus 3.20% of

not over $9,600 excess over $4,800

Over $9,600 but $221.00 plus 5.50% of
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Page 2 S.B. NO.

1 not over $19,200 excess over $9,600

2 Over $19,200 but $749.00 plus 6.40% of

3 not over $28,800 excess over $19,200

4 Over $28,800 but $1,363.00 plus 6.80% of

5 not over $38,400 excess over $28,800

6 Over $38,400 but $2,016.00 plus 7.20% of

7 not over $48,000 excess over $38,400

8 Over $48,000 but $2,707.00 plus 7.60% of

9 not over $72,000 excess over $48,000

10 Over $72,000 but $4,531.00 plus 7.90% of

11 not over $96,000 excess over $72,000

12 Over $96,000 but $6,427.00 plus 8.25% of

13 not over $300,000 excess over $96,000

14 Over $300,000 but $23,257.00 plus 9.00% of

15 not over $350,000 excess over $300,000

16 Over $350,000 but $27,757.00 plus 10.00% of

17 not over $400,000 excess over $350,000

18 Over $400,000 $32,757.00 plus 11.00% of

19 excess over $400,000.

20

21

In

December

the case of any taxable

31, 2024:

year beginning after

SB3125 SDl LRB 26-1065.docx

llllllllllll■illllllllllllllllNIIII■



Page 3 S.B. NO. s-

1 If the taxable income is: The tax shall be:

2 Not over $19,200 1.40% of taxable income

3 Over $19,200 but $269.00 plus 3.20% of

4 not over $28,800 excess over $19,200

5 Over $28,800 but $576.00 plus 5.50% of

6 not over $38,400 excess over $28,800

7 Over $38,400 but $1,104.00 plus 6.40% of

8 not over $48,000 excess over $38,400

9 Over $48,000 but $1,718.00 plus 6.80% of

10 not over $72,000 excess over $48,000

11 Over $72,000 but $3,350.00 plus 7.20% of

12 not over $96,000 excess over $72,000

13 Over $96,000 but $5,078.00 plus 7.60% of

14 not over $250,000 excess over $96,000

15 Over $250,000 but $16,782.00 plus 7.90% of

16 not over $350,000 excess over $250,000

17 Over $350,000 but $24,682.00 plus 8.25% of

18 not over $450,000 excess over $350,000

19 Over $450,000 but $32,932.00 plus 9.00% of

20 not over $550,000 excess over $450,000

21 Over $550,000 but $41,932.00 plus 10.00% of
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not over $650,000

Over $650,000

In the case of any taxable year

December 31, 2026:

If the taxable income is:

Not over $28,800

Over $28,800 but

not over $38,400

Over $38,400 but

not over $48,000

Over $48,000 but

not over $72,000

Over $72,000 but

not over $96,000

Over $96,000 but

not over $250,000

Over $250,000 but

not over $350,000

[Over $350,000 but

ftet—©ve^^—$450, 000

excess over $550,000

$51,932.00 plus 11.00% of 

excess over $650,000.

beginning after

The tax shall be:

1.40% of taxable income

$403.00 plus 3.20% of

excess over $28,800

$710.00 plus 5.50% of

excess over $38,400

$1 , 238.00 plus 6.40% of

excess over $48,000

$2 , 774.00 plus 6.80% of

excess over $72,000

$4 ,406.00 plus 7.20% of

excess over $96,000

$15,494.00 plus 7.60% of

excess over $250,000

$23,094.00 plus 7.90%

excess—©ver—$350, 000

■Hiiiiiiiiiiiiiiiiiiiiniiiniiii
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Over $450^000 but

not over $550,000

Over $550,000 but

not over $650,000

Over—$650,000 but

not ove-r--$800,000

G-ve-r- $800,000

Over $350,000 but

not over $450,000

Over $450,000 but

not over $550,000

Over $550,000 but

not over $650,000

Over $650,000

In the case of any taxable year

December 31, 2028:

If the taxable income is:

Not over $38,400

Over $38,400 but

$30,994.00 plus 8.25% of

GXGGSG over $450,000 

$39, 244.00 plus 9-.-0O%-of

GXCGOG over—$-55-07 00-0 

$48,244.0Q'plus 10.00% of

GXCGSS over $650,000 

$63,244.00 plus 11.00% of

GXGGGG over $800,000.]

$23,094.00 plus 8.25% of

excess over $350,000 

$31,344.00 plus 9.00% of

excess over $450,000 

$40,344.00 plus 10.00% of

excess over $550,000 

$50,344.00 plus 11.00% of 

excess over $650,000.

beginning after

The tax shall be:

1.40% of taxable income 

$538.00 plus 3.20% of
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not over $48,000 excess over $38,400

Over $48,000 but $845.00 plus 5.50% of

not over $72,000 excess over $48,000

Over $72,000 but $2,165.00 plus 6.40% of

not over $96,000 excess over $72,000

Over $96,000 but $3,701.00 plus 6.80% of

not over $250,000 excess over $96,000

Over $250,000 but $14,173.00 plus 7.20% of

not over $350,000 excess over $250,000

[Over $350,000 but $21,373.00 plus 7.60% e-f-

ftet——$450,000 cxccoG over $350,000

Over $450,000 but $28,973.00 plus 7.90% e^

not over $550,000 cxcGGG—over $450,000

Over $550,000 but $36,873.00 plus 8.25% of

ftet—ever—$650,000 GxcGS-e over $550,000

Qvgr-$650,000 but $45,123.00 plus 9.00% of

eet—ever—$800,000 GXGGSS over $650, OW

Over $800,000 but $58,623.00 plus 10.00%-e^

not over—$950,000 GXCGOO over $800,000

Over $950,000 $73,623.00 plus 11.00% e^

Gxccss—ever—$950, 000.]
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Over $350,000 but

not over $450,000

Over $450,000 but

not over $550,000

Over $550,000 but

not over $650,000

Over $650,000

(b) There is hereby imposed on 

head of a household a tax determined 

following table:

In the case of any taxable year 

December 31, 2017:

If the taxable income is:

Not over $3,600

Over $3,600 but

not over $7,200

Over $7,200 but

not over $14,400

Over $14,400 but

not over $21,600
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$21,373.00 plus 8.25% of 

excess over $350,000

$29,623.00 plus 9.00% of 

excess over $450,000

$38,623.00 plus 10.00% of 

excess over $550,000

$48,623.00 plus 11.00% of 

excess over $650,000. 

the taxable income of every 

in accordance with the

beginning after

The tax shall be:

1.40% of taxable income

$50.00 plus 3.20% of 

excess over $3,600

$166.00 plus 5.50% of 

excess over $7,200

$562.00 plus 6.40% of 

excess over $14,400
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1 Over $21,600 but $1,022.00 plus 6.80% of

2 not over $28,800 excess over $21,600

3 Over $28,800 but $1,512.00 plus 7.20% of

4 not over $36,000 excess over $28,800

5 Over $36,000 but $2,030.00 plus 7.60% of

6 not over $54,000 excess over $36,000

7 Over $54,000 but $3,398.00 plus 7.90% of

8 not over $72,000 excess over $54,000

9 Over $72,000 but $4,820.00 plus 8.25% of

10 not over $225,000 excess over $72,000

11 Over $225,000 but $17,443.00 plus 9.00% of

12 not over $262,500 excess over $225,000

13 Over $262,500 but $20,818.00 plus 10.00% of

14 not over $300,000 excess over $262,500

15 Over $300,000 $24,568.00 plus 11.00% of

16 excess over $300,000.

17 In the case of any taxable year beginning after

18 December 31, 2024:

19 If the taxable income is: The tax shall be:

20 Not over $14,400 1.40% of taxable income

21 Over $14,400 but $202.00 plus 3.20% of
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1 not over $21,600 excess over $14,400

2 Over $21,600 but $432.00 plus 5.50% of

3 not over $28,800 excess over $21,600

4 Over $28,800 but $828.00 plus 6.40% of

5 not over $36,000 excess over $28,800

6 Over $36,000 but $1,289.00 plus 6.80% of

7 not over $54,000 excess over $36,000

8 Over $54,000 but $2,513.00 plus 7.20% of

9 not over $72,000 excess over $54,000

10 Over $72,000 but $3,809.00 plus 7.60% of

11 not over $187,500 excess over $72,000

12 Over $187,500 but $12,587.00 plus 7.90% of

13 not over $262,500 excess over $187,500

14 Over $262,500 but $18,512.00 plus 8.25% of

15 not over $337,500 excess over $262,500

16 Over $337,500 but $24,699.00 plus 9.00% of

17 not over $412,500 excess over $337,500

18 Over $412,500 but $31,449.00 plus 10.00% of

19 not over $487,500 excess over $412,500

20 Over $487,500 $38,949.00 plus 11.00% of

21 excess over $487,500.
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In the case of any taxable year

December 31, 2026:

If the taxable income is:

Not over $21,600

Over $21,600 but

not over $28,800

Over $28,800 but

not over $36,000

Over $36,000 but

not over $54,000

Over $54,000 but

not over $72,000

Over $72,000 but

not over $187,500

Over $187,500 but

not over $262,500

[Over $262,500 but

not-evcr $337,500

Over $337,500 but

not over $412,500

Over $412,500 but

beginning after

The tax shall be:

1.40% of taxable income

$302.00 plus 3.20% of

excess over $21,600

$533.00 plus 5.50% of

excess over $28,800

$929.00 plus 6.40% of

excess over $36,000

$2,081.00 plus 6.80% of 

excess over $54,000

$3,305.00 plus 7.20% of 

excess over $72,000

$11,621.00 plus 7.60% of 

excess over $187,500

$17,321.00 plus -7.90% of 

exccGO over $262,500

$23,246.00 plu&-».25% of

excoGG—over—$337,500

$29,433.00 pluG 9.00% of
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December 31, 2028:

not over $487/500 e-xee-ss—©ve-r—$412,500

Over $487,500 but $36, 183.0-0 plrus 10.00% of

not over $600,000 exee-se—©ver—$487,500

Over $600,000 $47,433.00 plus 11.00% of

GxccGG over $600,000.]

Over $262,500 but $17,321.00 plus 8.25% of

not over $337,500 excess over $262,500

Over $337,500 but $23,508.00 plus 9.00% of

not over $412,500 excess over $337,500

Over $412,500 but $30,258.00 plus 10.00% of

not over $487,500 excess over $412,500

Over $487,500 $37,758.00 plus 11.00% of 

excess over $487,500.

In the case of any taxable year beginning after

If the taxable income is: The tax shall be:

Not over $28,800 1.40% of taxable income

Over $28,800 but $403.00 plus 3.20% of

not over $36,000 excess over $28,800

Over $36,000 but $634.00 plus 5.50% of

not over $54,000 excess over $36,000

imiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiniiiiiiiii
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Over $54,000 but $1,624.00 plus 6.40% of

not over $72,000 excess over $54,000

Over $72,000 but $2,776.00 plus 6.80% of

not over $187,500 excess over $72,000

Over $187,500 but $10,630.00 plus 7.20% of

not over $262,500 excess over $187,500

[Ove-r—$2 62,500—but $16,030.-00 plus 7.60% of

not over $337,500 excess over $262,500

Over—$337,500—but $21,730.00 plus 7.90% of

not over—$412,500 excess over $337,500

Over—$-412,500 but $27,655.00 plus 8.25%-et

not over $487,500 Gxceos—over—$412,500

Over $487,500 bu-t- $33,842.00 plus 9.00% of

not o-ve-g—$600,000 exce-us——$487,500

Over—$-600,000 but $43,967.00 plus 10.00%-©t

not over $712,500 exces-s—eve-g—$600,000

Over $712,500 $55,217.00 plus 11.00% of

excess over $712,500.]

Over $262,500 but $16,030.00 plus 8.25% of

not over $337,500 excess over $262,500

Over $337,500 but $22,217.00 plus 9.00% of
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not over $412,500 excess over $337,500

Over $412,500 but $28,967.00 plus 10.00% of

not over $487,500 excess over $412,500

Over $487,500 $36,467.00 plus 11.00% of

excess over $487,500.

(c) There is hereby imposed on the taxable income of (1) 

every unmarried individual (other than a surviving spouse, or 

the head of a household) and (2) on the taxable income of every 

married individual who does not make a single return jointly 

with the individual's spouse under section 235-93 a tax 

determined in accordance with the following table:

In the case of any taxable year beginning after 

December 31, 2017:

If the taxable income is: The tax shall be:

Not over $2 , 400 1.40% of taxable income

Over $2,400 but $34.00 plus 3.20% of

not over $4,800 excess over $2,400

Over $4,800 but $110.00 plus 5.50% of

not over $9,600 excess over $4,800

Over $9,600 but $374.00 plus 6.40% of

not over $14,400 excess over $9,600
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1 Over $14,400 but $682.00 plus 6.80% of

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

not over $19,200

Over $19,200 but

not over $24,000

Over $24,000 but

not over $36,000

Over $36,000 but

not over $48,000

Over $48,000 but

not over $150,000

Over $150,000 but

not over $175,000

Over $175,000 but

not over $200,000

Over $200,000

In the case of any taxable year

excess over $14,400

$1,008.00 plus 7.20% of

excess over $19,200

$1,354.00 plus 7.60% of

excess over $24,000

$2,266.00 plus 7.90% of

excess over $36,000

$3,214.00 plus 8.25% of

excess over $48,000

$11,629.00 plus 9.00% of

excess over $150,000

$13,879.00 plus 10.00% of 

excess over $175,000

$16,379.00 plus 11.00% of 

excess over $200,000.

beginning after

18

19

December 31, 2024:

If the taxable income is: The tax shall be:

20

21

Not over $9,600

Over $9,600 but

1.40% of taxable income

$134.00 plus 3.20% of
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1 not over $14,400 excess over $9,600

2 Over $14,400 but $288.00 plus 5.50% of

3 not over $19,200 excess over $14,400

4 Over $19,200 but $552.00 plus 6.40% of

5 not over $24,000 excess over $19,200

6 Over $24,000 but $859.00 plus 6.80% of

7 not over $36,000 excess over $24,000

8 Over $36,000 but $1,675.00 plus 7.20% of

9 not over $48,000 excess over $36,000

10 Over $48,000 but $2,539.00 plus 7.60% of

11 not over $125,000 excess over $48,000

12 Over $125,000 but $8,391.00 plus 7.90% of

13 not over $175,000 excess over $125,000

14 Over $175,000 but $12,341.00 plus 8.25% of

15 not over $225,000 excess over $175,000

16 Over $225,000 but $16,466.00 plus 9.00% of

17 not over $275,000 excess over $225,000

18 Over $275,000 but $20,966.00 plus 10.00% of

19 not over $325,000 excess over $275,000

20 Over $325,000 $25,966.00 plus 11.00% of

21 excess over $325,000.
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In the case of any taxable year

December 31, 2026:

If the taxable income is:

Not over $14,400

Over $14,400 but

not over $19,200

Over $19,200 but

not over $24,000

Over $24,000 but

not over $36,000

Over $36,000 but

not over $48,000

Over $48,000 but

not over $125,000

Over $125,000 but

not over $175,000

[Over $175,000 but

not over $225,000

Over $225,000 but

not over $275,000

Over $275,000 but

beginning after

The tax shall be:

1.40% of taxable income

$202.00 plus 3.20% of

excess over $14,400

$355.00 plus 5.50% of

excess over $19,200

$619.00 plus 6.40% of

excess over $24,000

$1,387.00 plus 6.80% of

excess over $36,000

$2,203.00 plus 7.20% of

excess over $48,000

$7,747.00 plus 7.60% of

excess over $125,000

$11,547.00 plus 7.90% of 

cxccso over $175,000

$15,497.00 plus 8.25% of 

excess over $225,000

$19,622.00 plus 9.00% o-f

SB3125 SDl LRB 26-1065.docx 16



3125
S.D. 1

Page 17 S.B. NO.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

ftot—over—$325,000

Over $325,000 but

—over—$400,000'

Over $400,000

Over $175,000 but

not over $225,000

Over $225,000 but

not over $275,000

Over $275,000 but

not over $325,000

Over $325,000

In the case of any taxable year

December 31, 2028:

If the taxable income is:

Not over $19,200

Over $19,200 but

not over $24,000

Over $24,000 but

not over $36,000

GXCGSS——$275,000 

$24,122.00 plus 10.00% of

Gxccos—©ve-r—$325,00^ 

$31,622.00 plus 11.00% of

GXCGSS over $400,000.']

$11,547.00 plus 8.25% of

excess over $175,000

$15,672.00 plus 9.00% of

excess over $225,000 

$20,172.00 plus 10.00% of

excess over $275,000 

$25,172.00 plus 11.00% of

excess over $325,000.

beginning after

The tax shall be: 

1.40% of taxable income 

$269.00 plus 3.20% of 

excess over $19,200 

$422.00 plus 5.50% of 

excess over $24,000
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Over $36,000 but $1,082.00 plus 6.40% of

not over $48,000 excess over $36,000

Over $48,000 but $1,850.00 plus 6.80% of

not over $125,000 excess over $48,000

Over $125,000 but $7,086.00 plus 7.20% of

not over $175,000 excess over $125,000

[Over $175,000 but: $10,686.00 plus 7.60% of

ft©t—©ver—$225,00 6- exees-s—©ver—$175, OOt

Over $225,000 but $14,486.00 plus-7.90% of

ftet—©ver—$275, 000 excess—©ver—$225,000

Over $275,000 but $18,436.00 plus 8.25% of

not ever $325,000 excess over $275,000-

Over—$325,000—but $22,561.00 plus 9.00% of

not over—$400,000 excess over $325,000

Over $400,0-0-0 but $29,311.00 plus 10.00% of

not over $475,000 excess—©ver—$400,000

Over $475,000 $36,811.00 plus 11.00% of

excess over $475,000.]

Over $175,000 but $10,686.00 plus 8.25% of

not over $225,000 excess over $175,000

Over $225,000 but $14,811.00 plus 9.00% of
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not over $275,000 excess over $225,000

Over $275,000 but $19,311.00 plus 10.00% of

not over $325,000 excess over $275,000

Over $325,000 $24,311.00 plus 11.00% of

excess over $325,000."

SECTION 2. Section 235-55.6, Hawaii Revised Statutes, is 

amended to read as follows:

"§235-55.6 Expenses for household and dependent care 

services necessary for gainful employment. (a) Allowance of 

credit.

(1) In general. For each resident taxpayer, who files an 

individual income tax return for a taxable year, and 

who is not claimed or is not otherwise eligible to be 

claimed as a dependent by another taxpayer for federal 

or Hawaii state individual income tax purposes, who 

maintains a household which includes as a member one 

or more qualifying individuals (as defined in 

subsection (b)(1)), there shall be allowed as a credit 

against the tax imposed by this chapter for the 

taxable year an amount equal to the applicable 

percentage of the employment-related expenses (as 
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defined in subsection (b)(2)) paid by the individual 

during the taxable year. If the tax credit claimed by 

a resident taxpayer exceeds the amount of income tax 

payment due from the resident taxpayer, the excess of 

the credit over payments due shall be refunded to the 

resident taxpayer; provided that tax credit properly 

claimed by a resident individual who has no income tax 

liability shall be paid to the resident individual; 

and provided further that no refunds or payment on 

account of the tax credit allowed by this section 

shall be made for amounts less than $1.

(2) Applicable percentage. For purposes of paragraph (1), 

the taxpayer's applicable percentage shall be 

[determined as—follows: 

Adjusted gross income Applicable poreontag-e

Not over $25,000 3-5^

Over $25,000 but 24^

not over $30,000

Over $30,000 but

ftet—over—$35,000

Over $35,000 but 224
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not over $40,000

Over $40,000 but 34A

not- -o-vc r $45, 000

Over-$45,000 but 

not over $50,000'

Over $50, 000 4^5%-;-]

equal to per cent reduced by one percentage point 

for each $3,000, or fraction thereof, by which the 

taxpayer's adjusted gross income exceeds $ 

provided that the applicable percentage shall not be 

reduced below fifteen per cent.

(b) Definitions of qualifying individual and employment- 

related expenses. For purposes of this section:

(1) Qualifying individual. The term "qualifying 

individual" means:

(A) A dependent of the taxpayer who is under the age 

of thirteen and with respect to whom the taxpayer 

is entitled to a deduction under 

section 235-54 (a),

(B) A dependent of the taxpayer who is physically or 

mentally incapable of caring for oneself, or
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(C) The spouse of the taxpayer, if the spouse is 

physically or mentally incapable of caring for 

oneself.

(2) Employment-related expenses.

(A) In general. The term "employment-related 

expenses" means amounts paid for the following 

expenses, but only if such expenses are incurred 

to enable the taxpayer to be gainfully employed 

for any period for which there are one or more 

qualifying individuals with respect to the 

taxpayer:

(i) Expenses for household services, and

(ii) Expenses for the care of a qualifying 

individual.

Such term shall not include any amount paid for 

services outside the taxpayer's household at a 

camp where the qualifying individual stays 

overnight.

(B) Exception. Employment-related expenses described 

in subparagraph (A) which are incurred for 

services outside the taxpayer's household shall 

SB3125 SDl LRB 26-1065.docx 2
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be taken into account only if incurred for the 

care of:

(i) A qualifying individual described in 

paragraph (1)(A), or

(ii) A qualifying individual (not described in 

paragraph (1)(A)) who regularly spends at 

least eight hours each day in the taxpayer's 

household.

(C) Dependent care centers. Employment-related 

expenses described in subparagraph (A) which are 

incurred for services provided outside the 

taxpayer's household by a dependent care center 

(as defined in subparagraph (D)) shall be taken 

into account only if:

(i) Such center complies with all applicable 

laws, rules, and regulations of this State, 

if the center is located within the 

jurisdiction of this State; or

(ii) Such center complies with all applicable 

laws, rules, and regulations of the 

jurisdiction in which the center is located.
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1 if the center is located outside the State;

2 and

3 The requirements of subparagraph (B) are

4 met.

5 (D) Dependent care center defined. For purposes of

6 this paragraph, the term "dependent care center

means any facility which:

Provides care for more than six individuals

(other than individuals who reside at the

10 facility), and

11 Receives a fee, payment, or grant for

12 providing services for any of the

13 individuals (regardless of whether such

14 facility is operated for profit).

15 Dollar limit on amount creditable. The amount of the

16 employment-related expenses incurred during any taxable year

17 which may be taken into account under subsection (a) shall not

18 exceed:

7

8

9

19 $10,000 if there is one qualifying individual with

20 respect to the taxpayer for such taxable year, or

iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiniiiiiii
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(2) $20,000 if there are two or more qualifying

individuals with respect to the taxpayer for such 

taxable year.

The amount determined under paragraph (1) or (2) (whichever is 

applicable) shall be reduced by the aggregate amount excludable 

from gross income under section 129 (with respect to dependent 

care assistance programs) of the Internal Revenue Code for the 

taxable year.

(d) Earned income limitation.

(1) In general. Except as otherwise provided in this 

subsection, the amount of the employment-related 

expenses incurred during any taxable year which may be 

taken into account under subsection (a) shall not 

exceed:

(A) In the case of an individual who is not married 

at the close of such year, such individual's 

earned income for such year, or

(B) In the case of an individual who is married at 

the close of such year, the lesser of such 

individual's earned income or the earned income 

of the individual's spouse for such year.
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(2) Special rule for spouse who is a student or incapable 

of caring for oneself. In the case of a spouse who is 

a student or a qualified individual described in 

subsection (b) (1) (C), for purposes of paragraph (1), 

such spouse shall be deemed for each month during 

which such spouse is a full-time student at an 

educational institution, or is such a qualifying 

individual, to be gainfully employed and to have 

earned income of not less than:

(A) $200 if subsection (c)(1) applies for the taxable

year, or

(B) $400 if subsection (c)(2) applies for the taxable

year.

In the case of any husband and wife, this paragraph 

shall apply with respect to only one spouse for any 

one month.

(e) Special rules. For purposes of this section:

(1) Maintaining household. An individual shall be treated 

as maintaining a household for any period only if over 

half the cost of maintaining the household for the 

period is furnished by the individual (or, if the 

SB3125 SDl LRB 26-1065.docx
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individual is married during the period, is furnished 

by the individual and the individual's spouse).

(2) Married couples must file joint return. If the 

taxpayer is married at the close of the taxable year, 

the credit shall be allowed under subsection (a) only 

if the taxpayer and the taxpayer's spouse file a joint 

return for the taxable year.

(3) Marital status. An individual legally separated from 

the individual's spouse under a decree of divorce or 

of separate maintenance shall not be considered as 

married.

(4) Certain married individuals living apart. If:

(A) An individual who is married and who files a 

separate return:

(i) Maintains as the individual's home a 

household that constitutes for more than 

one-half of the taxable year the principal 

place of abode of a qualifying individual, 

and
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(ii) Furnishes over half of the cost of 

maintaining the household during the taxable 

year, and

(B) During the last six months of the taxable year 

the individual’s spouse is not a member of the 

household, the individual shall not be considered 

as married.

(5) Special dependency test in case of divorced parents, 

etc. If:

(A) Paragraph (2) or (4) of section 152(e) of the 

Internal Revenue Code of 1986, as amended, 

applies to any child with respect to any calendar 

year, and

(B) The child is under age thirteen or is physically 

or mentally incompetent of caring for the child's 

self,

in the case of any taxable year beginning in the 

calendar year, the child shall be treated as a 

qualifying individual described in subsection

(b)(1)(A) or (B) (whichever is appropriate) with 

respect to the custodial parent (within the meaning of
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section 152(e)(1) of the Internal Revenue Code of 

1986, as amended), and shall not be treated as a 

qualifying individual with respect to the noncustodial 

parent.

(6) Payments to related individuals. No credit shall be 

allowed under subsection (a) for any amount paid by 

the taxpayer to an individual:

(A) With respect to whom, for the taxable year, a 

deduction under section 151 (c) of the Internal 

Revenue Code of 1986, as amended (relating to 

deduction for personal exemptions for dependents) 

is allowable either to the taxpayer or the 

taxpayer's spouse, or

(B) Who is a child of the taxpayer (within the 

meaning of section 151 (c) (3) of the Internal 

Revenue Code of 1986, as amended) who has not 

attained the age of nineteen at the close of the 

taxable year.

For purposes of this paragraph, the term "taxable 

year" means the taxable year of the taxpayer in which 

the service is performed.
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(7) Student. The term "student" means an individual who, 

during each of five calendar months during the taxable 

year, is a full-time student at an educational 

organization.

(8) Educational organization. The term "educational 

organization" means a school operated by the 

department of education under chapter 302A, an 

educational organization described in section 

170(b)(1)(A)(ii) of the Internal Revenue Code of 1986, 

as amended, or a university, college, or community 

college.

(9) Identifying information required with respect to 

service provider. No credit shall be allowed under 

subsection (a) for any amount paid to any person 

unless:

(A) The name, address, taxpayer identification 

number, and general excise tax license number of 

the person are included on the return claiming 

the credit,

(B) If the person is located outside the State, the 

name, address, and taxpayer identification
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number, if any, of the person and a statement 

indicating that the service provider is located 

outside the State and that the general excise tax 

license and, if applicable, the taxpayer 

identification numbers are not required, or

(C) If the person is an organization described in 

section 501 (c) (3) of the Internal Revenue Code 

and exempt from tax under section 501 (a) of the 

Internal Revenue Code, the name and address of 

the person are included on the return claiming 

the credit.

In the case of a failure to provide the information 

required under the preceding sentence, the preceding 

sentence shall not apply if it is shown that the 

taxpayer exercised due diligence in attempting to 

provide the information so required.

(f) No credit shall be allowed under this section for any 

taxable year in the disallowance period. For purposes of this 

subsection, the disallowance period is:

(1) The period of ten taxable years after the most recent 

taxable year for which there was a final

iiiiiiniiiniiiiiiiiiiiiHiiiiiiiiiiiii
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administrative or judicial decision that the 

taxpayer's claim for credit under this section was due 

to fraud; and

(2) The period of two taxable years after the most recent 

taxable year for which there was a final 

administrative or judicial decision disallowing the 

taxpayer's claim for credit.

[4^ 4-] (g) Rules. The director of taxation shall prescribe 

such rules under chapter 91 as may be necessary to carry out the 

purposes of this section.

(h) As used in this section, "adjusted gross income" means 

adjusted gross income as defined by the Internal Revenue Code of 

1986, as amended."

SECTION 3. Act 163, Session Laws of Hawaii 2023, is 

amended by amending section 5 to read as follows:

"SECTION 5. This Act, upon its approval, shall apply to 

taxable years beginning after December 31, 2022; provided that 

on December 31, [S-Q-S-T-;-] this Act shall be repealed and 

sections 235-55.6(c), 235-55.75 (a), and 235-55.85 (b), Hawaii 

Revised Statutes, shall be reenacted in the form in which they 

read on the day prior to the effective date of this Act."
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SECTION 4. Section 235-12.5, Hawaii Revised Statutes, is 

repealed.

["§235-12.5—Renewable energy technologies;—income tax 

credit;---(-a4-- Each—indivi-dual or corporate taxpayer that—files 

an—individual—or corporate' net income tax return for a taxable 

year may claim a tax credit under thio—seetdrOfi— 

Hawaii—s-tate—individual or corporate net income tax.-- The tax 

credit may be claimed for every eligible—reftewabia—eaergy 

technology syotom that io installed and placed in ocrvicc in the 

State by a taxpayer during the taxable-year.-- Tbe—tax credit may 

be—claimed as—follows:

4-14- For each solar energy system:-- thirty-five per cent of 

the actual—cost or the cap amount determined in 

subsection—(bH—provided that:

-fAb For taxable years beginning after December 31, 

2019,—and except as provided in subparagraphs—Hb- 

*ftd—(C) ,—ne—tex—er^bit^eftay-^e—ed-a-imed-^br^-a— 

energy system that io—five megawatto—in total 

output capacity or larger and roquirco—a power 
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purcha-SG agroomont approved by the public 

utilitico Gommiss-ion;

(B) A- Golar onorgy syctom tha-t—i-s—five megawatts—ifl- 

feotal output capacity or-larger,—installed and 

placed in service pursuant to a power purchase 

agreement appro-ved or ponding approval -b-y a 

decision and order by the public utilities 

€ommiss-i-on prior to DcccmbGr 3-1-7—2019,—shall 

continue to rccGivo a tax crodit equal—to thirty- 

j-ivG per cent of the actual—cost,—or $500,000 per 

■solar energy system that -has a total output 

ea-pa-eity^-oi—a-fe—least one thousand kilowatts per 

■sys-tofft—e-f——whichever is—loss;—a-nd 

-fG)- For each solar energy system integrated with a 

pumped hydroelectric onor-gy storage—system,—fede 

tax credit may be claimed for thirty-five per 

een-b-of—fede—a-eb&ad—-eo-s-b-e^^fede—eap—amottftb 

detorminod in—subsection—(-bd-?—whi-chover—ds—loss; 

provided that applicable project approval filings 

davG boon- made to the public utilitico—commission 

by December 31,—2-021;—
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4-2^ For each wind-poworod onorgy system:-- ferweftty-^er^-eefl-t 

of the actual—coot or the cap amount determined in 

subsection—Cb-)-?—whichever is—ies-s-r 

provided further that multiple owners of a single system shall 

be—entitled to—a—single 'tax credit;—and provided further that 

the tax credit shall bo apportioned between the owners—ift 

proportion to their contribution to the cost of the system.

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

trust,—the tax credit allowable is—for every eligible—roftowobbo 

ofto-r^y—technology system that—bs—installed and placed'in—sorvico 

in the State by the entity.-- The coot upon which the—tax credit 

bs—computed shall be determined at the entity ■ level-.' 

Distribution- and share of credit shall be determined pursuant to 

administrative—rubo^

bb-)-- The amount of credit allowed for each eligible 

roftowabbe—enorgy-^toobnobo^y—oyoboffl—obabb^tot^-eroeod—febo 

applicable—cap amount,—which is determined as—follows:

bib -bf—the primary purpose—©b—febo—solar en-e-rg-y system io 

to -u-oo' onorgy from the oun to heat water for houoehold 

uoe,—then the--'cap amounts—shall bo:
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-{A}- $2,250 per system for singlo-family rosidontial

property;

-CB-)- $350 per unit per system for multi—family

residential property;—oftd-

(C) $250,000 per system for commercial property;

■{-2-)- For all other solar energy systems,—the cap amounts 

shall bo:

- (A)- $-5-rQ00 per system for single—family rcsidoft-t-ia-l 

property;—provided that—if all or a portion of 

the—system is used to—fulfill—the substitute

—energy technology requirement pursuant 

to section 196-6.5(a) (3),—the credit shall bo 

-redu-eed- by thirty-fivo-per cent of the actual 

system coot or $2,250,—whichever is—less;

- (B)- $350 per unit per system for multi—family

residential property;—and

(C)- ■$-5-6-Q-7-O-OD- per system fe-r-commorcial property;—and 

-(-34- For all—w4-nd—power-ed—eftc-r^-y—sy-s-tem-s-,—tAo—cap amounts 

sho-ll'-bo-:-

- (A)- $1,500 per system for single—fami-1 y— residential 

property;—provided that—ii—aiA-or^-a—pertien—oA 
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the system is used to—fulfill—the substitute 

renewable energy teehnology requirement pursuant 

bo—seebioft—1-9-6—6.5 (a) (3) ,—the credit shall be 

reduced by twenty per cent of the actual—sysbofft 

eoeb—dr—$1,500,—wh-i-e hover—bs—teooy

(B)■ $200■per -unit per—system for multi—family

residential property;—a-nd

- (-€4- $500,000 per system for commercial property.

-be) —the - -pu-rpe>ses—e-f—this—section :'

"Actual—cost" means—ee-s-bs—reie-bed—de—tbe-^^ftewebie—eftergy 

technology systems under subsection—(a) ,—including aceos-sor-res- 

and—installation,—dub—neb—including—bde—cost—of consumer 

incentive premiums—uereiebed—de—dbe—epera-dren—ef—dhe—s-ys-dem—er 

ebbered—wibh—bde—s-ade—ef-^dbe—eys-dem—aftd—eerbs—for -which anothe-r 

crod-i-b—is claimed under this chapter.

■^dleusedeid—use-^^-ufteara—ary—use—de—wbbeh-diea-ded—waber^dre 

commonly put—in a—residential—sotting,—including commercial 

application of those uses.

■^d^rftewedbe—erergy—beedsebegy—sysbefid^—mear-s—a—uew—sysbem 

that—captures—ard—eerverbs—a—renewable—seuree—eb—energy,—such as 

solar or wind energy,—into:
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(1) A usable—source of thermal—or mechanical energy;

4-34- Electricity;—

4^4- Fuel.

"Solar or wind energy system" -means any identifiable 

facility,—equipment,—apparatus,—or the—iilee—that converts—soia^ 

or wind energy to useful thermal or electrical energy for 

heating,—cooling,—or^aeedaeiftg—the—use—©4—types—ef—eaer^y 

that—arc dependent upon—fossil—fuel—for their generation.

4-d-)-- For taxable years beginning after Docembor 31,—2005, 

the—dollar amount—of any utility rebate—shall be—deducted—f-rem 

the coot of' -the qualifying system and its—installation before 

applying the state tax credit.

4-e4-- The director- of taxation shall prepare a-ay-forms that 

may-^e—seeessasy—fee—eiaim—a—tax—esedat-uftde-r-^fehis—see-taesy- 

including foams—identifying the tochnel-ogy type of each tax 

credit claimed under thio—ocction,—whether—for oolar or wind. 

The director may aloo require—fehe—feaxpaye^^fee—furnioh rcaoonablc 

information to aocertain the validity of the claim for credit 

made under thio ocction and may adopt rulco ncccs-sary to 

effectuate the purpooco of thio ocction purouant to chaptc-r—41-^
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-H-)-- If the- tax credit under this—section exceeds t-he 

taxpayer's income tax liability,—the—oxee-s-s—e4—the—er^edit-ove^ 

•±4-ohi44-ty—may—be—used—a-s—a—e^edit—a^eh«-s-t-^the—taxpa-ye^^-s—iaeeme 

■tax liability in subsequent yeaaas until exhausted,—unless 

otherwise elected by th-e- taxpayer pursuant to subsection—(-qi—©a 

-(h) '.-- Ail—claims—for the tax credit under this—seehioaT- 

including amended claims,—shall be—tHed—oa—er^^eieae—the—ead—oi 

the twelfth month—following the close of the taxable year—tea 

which the credit may bo claimed.-- Failure—to comply with this 

subsection shall—constitute a wa-ivor of the right to claim the 

credit.

-Ig-)-- For solar energy systems,—a ta-xpayor may elect to 

-reduce—the eligible credit amount by thirty pc-r^cent and if this 

reduced amount exceeds the amount of—income tax payment due—from 

■the—taxpayer,—the—exeeaa—of the—credit amount over payments dae 

shall—ie-^eihaded—to—the—taxpayeay—provided that tax credit 

amounts-^roporly- claimed by a taxpayer who has-ao—iaeome—tax 

liability shall bo paid to the taxpayer;—and provided further 

that no-aofund on account of the tax credit allowed by ■this 

section shall be made—for amounts—less than $1.'
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The Gloction—roquirod by this—subsection—shal-l- bo made—in a 

manner prescribed by the director on the taxpayer's—return— 

the—taxable—yea-r—in which the—systefft—i-s—installed and placed ■ in- 

service .-- A—s-epa^a-te—ed-eeti-on—may—be—ma-de—for each separate 

system that generates a crodi-t-:-- An election once made—i-& 

irrevocable.

-- Notwithstanding subsection—(g-H—far^-afty-a?eftewatie 

eaeagy—technology—system,—an—individual—taxpayer may ■■■elect—te 

have—any excess—et—the—credit—av^er—payments—dae—refunded to—the 

taxpayer,—tfa-

( 1) Add^-ef—the-^ta^fpayer-’-s—income—io exempt—from taxation 

under^-section 235—7 (a) (2)—er—(3) ;—er

- (-2-)- The taxpayer's adjusted gross—income—it—$20,000—er 

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

married fil-ing jointly) ;

provided that tax credits proper-ly elaimed by a taxpayer who has 

ae—income tax liability shall bo paid to the-taxpayer;—aad 

provided further that no refund on account of the tax credit 

allowed by this—section shall be made—for ameuafer;—loss—than $1.

A-draahaad—aad—wdrte—whe—do not—file—a—joint—tax- return—shall 

only bo entitled to make this■election to the extent that they
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would have boon ontitlod to make the Gloction had they filed a- 

joint tax return.

The election required by this—subsection shall be made—in a 

manner prcscribod by the director o-n-the taxpayer's return—fer" 

the taxable year in which the system is—i-n-stallod-arFhd placed in 

service.-- A separate election may bo made—for each separate 

sys-feem that generates a credit.-- An—eieeti-en—eftee—ma-de—i-& 

irrevocable.

-fi-)-- No taxpayer shall bo allowed a credit under ■ thie 

section—for—the portion—of the—renewable—energy technology 

system required by section—1-9-6—6-r-5—that—ie—installed and placed 

ie—service—ee—aey-^^ewiy—eeest^eefeed—s-iegie—family residential 

property authorized by a building permit issued on or after 

January—17—2010 .

- (g-)-- To the extent feasible,—using-existing resources—fee 

assist—tire—cncrgy-cfficicncy policy review and cvaluation7—fehe 

department—shall assist with data collection on the following 

for each taxable, ■ye-a-r-?

- Hr)- The number of renewable energy technology systems that 

have qual4-f4ed for a tax credit during the calendar 

year by:
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-(A}- technology typo;—aftd

4®)- feype—(corporato end individual) ;—aftd-

4-34- Tho ■ total—coot of the—tax credit to the State during

(A) teodftoiogy—type-;—and 

4-&)- taxpayer type.

-(-M-- tha-s—section ■shall apply to cl-igiblc renewable energy 

technology oyotemo—that arc—installed and placed in oervicc on 

oa—atde^-J«ty-dr7—2009 . " ]

SECTION 5. Section 235-110.7, Hawaii Revised Statutes, is 

repealed.

[ "§235-110.7—Capital goods- excise tax credit.---(-a)-- There 

shall bo allowed to each taxpayer subject—te-Ahe—tax—ifftpeeed-^y 

this chapter a capital goods excise tax credit,—which shall bo 

deductible from--thc—taxpayer's net—income—tax 1-i-ability,—a^-anyT- 

imposod-by this chapter for tho taxable year in which the credit 

io properly claimed.

Tho amount of tho tax credit shall be—four per cent of the 

coot of tho eligible dcprcciablo tangible personal prope-rty used 

by tho—taxpayea^drn—a trade or business and placed tn—service 

within—Hawaii after Dooambor 31,—2009 .■
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In tho case of a partnership/—S—eo^poration,—e-eta-fe-e-/— 

trust,—the—tax credit allowable—is—for eligible-depreciable 

tangible porso-na-l property tha-t—is-^iaeed—in—seeviee-^y—the 

entity.-- Tho oo-st upon which ■■-the- tax credit—is—eomputod--shall bo 

determined at the entity level.-- Distribution and share of 

credit—shall be determined by rules.

In the case of eligible depreciable tangib-io personal 

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

anotho-r—state—is allowable under section 238—3 (i) ,—tho amount of 

the tax crcdit^-a-llowod under this—section shall—not cx-eaod tho 

amount of use tax actually paid-under chapter 238—r-eia-fei-ng—fe-s 

tho tangible personal property.

if—a—dedaehian-drs—feahen—ande^-saehian——(with respect to 

election to expense certain depreciable business assets)—of the 

Internal Revenue- Code of 1954^/—as—amended,—na—tax—eradii—shall 

be allowed for that portion of tho cost of property for which 

tho deduction was takon-^

---If the capital—gaads—axaiae—tax—eradad-aidawad—aadaa 

■subsection—(ad—axcccds dho taxpayer's not incomo tax liability, 

tho excess—of credit over liability sha-il be refunded to the 

taxpayer;—provided that no—refunds—a^a^ayffaat—an—aaaaaad-af—tha 
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tax credit allowed by this—section shall bo made—for amounts 

loos than $ 1.

—claims—for tax credits under this—section,—including 

afty—ameftded—eiaiffts-T—must be—filed on or before tho end of tho 

twelfth month following the close of the taxable year for which 

the credits may bo claimed.-- Failure to—comply with tho 

foregoing provision shall—constitute a waiver of tho—right to 

claim tho credit.

- Ge)-- Application for tho capital goods excise tax credit 

shall boupon forms provided by the—departmentof taxation.

---Sections—4-7—(with respect to dispositions of section 

38 property and tho recapture percentages)—of the—Internal 

Reveftse—Gade—of—1954,—a-s—amondodT—a-s—of-^eoomboao^drT—1984 ,—and 

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

on investment tax eredit and depreciation for luxury 

automobiles;—limitation—where certain property used for personal 

purposes)—of tho—Internal Revenue Code of—19-5-4-7—os—amendod-r 

shall bo operative—for purposes- of this—soota-on-r-

- (-e4-- As—uood-dTfi-^fehio—soefdon-T—tho definition of scction -d8- 

proporty—(with- respect to investment—in doprcciad-lo tangible 

personal property)—as—defdned-^y—seefd-sn—48 (a) (1) (A) ,—(a) (1) (B) ,
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(m) ,—aftd—(-S-)—of the Internal Rcvcnuo Code of 19'&47—a-s—amended—a-& 

—Deeember 31,—198 4,—i-s—operative—for th-o purposes of this 

secti-e-n only.

------(^4-- As used in this section: 

"Cost" meo-fi-s—the :

(1) Actual—invoice price of the—tangible personal

property;—

(2) Basis—from which depreciation is taken under section

—(with ■■respect to depreciation)—or from which a 

deduction may bo taken under section 168—(with respect 

to accelerated coot recovery system)—of the—Internal 

Revenue Cede—ef—1954 ,—a-s—amended, 

whichovor^-i-s—less.

"Eligible depreciable tangible personal property"—ie 

section IS-property a-s—defined by the operative provisions ©d 

section—48 and having a dcprociablo life under section 167— 

■fer^-wbieh—a—ded-uetriee—may-^e—ta4tefi—uftder—&eetd-©n—148—of the 

Internal Rcvcnuo Code of—1954,—a©-—amended.

"Placed in—service"—moans—fed©—oarliost—©f—fed©—following 

taxable—yearsa
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(1) The taxable year in which/—under the:

4A)- Taxpayer'g depreciation practice/—the period for 

depreciation;—

(B) Acoelorated coot—recovery gygtom,—a claim for 

■recovery allowan-ceg, 

with reopcct to the property begins;—or

4-34- The taxable year in which the property- is placed in a 

condition or-sbatc of rcadine-ec—and availability for a 

spocifically assigned function.

"Purchase" moans an acquisition of property.

"Tangible personal property" moans tangible personal 

property that—io placed in service within Hawaii after Docombor 

34^7—1-9334—and the purchase—or—importation—of which—resulted in a 

transaction that-was subject to the imposition and payment of 

ta-x—at—the rate of four per cent under chapter 237 or 238. 

"Tangible personal property" doos not include tangible personal 

pr-opeaFty—that—is an integral part—of a building or structure—oa 

tangible- personal property used in a foreign-trade zone,—as- 

defined—under chapter 212."]

SECTION 6. Section 235-110.9, Hawaii Revised Statutes, is 

repealed.
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["§235-110.9—High technology business investment tax

credit.------- Thore shall bo allowod to each texpayor subjoct to

the taxes—imposed by this chapter a high technology buoiness- 

investment—tax credit that shall bo deductible—from the 

taxpayer's not income tax liabili-t-y?—if—ofty-;—imposed by this 

chapter for the taxable year—in which the—investment was made 

and -the—following feur years provided -the credit—is properly 

claimed-;-- The tax credit shall be as—follows :

(1) In the year the investment was made,—fiv^—per^

cent;

(2) In the—first year following the—year in which the 

investment was mad-e-?—f-ive-^er^—eeftf-p

(-3-)- In the second year following the investment,—fcwen-ty 

per conb-;-

-H-i In the third year following the—invostmon-bv—ten—per^ 

cent;—and

In the—fourth year following the investment,—ton per 

■eenty-

of the investment made by the taxpayer in each qualified high 

technology b-usincss,—up to a maximum allowed credit in the year 

the investment was made,—$700,000;—in the first year following 
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the—year—in which—hhe—investment was- maeto,—$500,000;—in—the 

GCGond year following the year-in which the investment was made, 

$400,000;—in the third year following the year in which-the 

investment was made,—$200,000;—and in the—faar^feh-^^ear^-feiiawiftg 

the—year in which the investment was made,—$200,000.

4^-)-- The credit allowed under this—section shall bo claimed 

against the net income--tax liabili-t-y—for—t-ho taxable year.-----Fen 

the purpose of this—section,—"not income tax liability" means 

not—income tax liability reduced by all other credits allowed 

under this—chapter.

4-0)-- —fcbe—tax credit under this—section—exceeds—febe

taxpayer' s—income—tex—liability—foo-any—ef—febe—five—yeans—that? 

the credit is—taken,—febe—exees-s—ef—feh-e—fax—eredi^-eve^iriabiiiiy 

may be used as a credit against the taxpayer's income tax 

liability in subsequent years until exhausted.-- Every claim, 

including amended claims,—fen—a—fax—eredo^-ander—fbis—see-fnen 

shall be—filed on—or before—fbe—end—ef—fbe—twelfth month 

feiiewiftg—fbe—efese—ef—fbe—faxabfe-^year—for which- the- e-red-it may 

be—claimed.-- Failure to comply with the—foroge-ing provision 

shali—constitute a waiver of the right to—claim -the credit.
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-(-d-)----- at tho close e4—afty—taxable year in th-o—five-year 

period in subsection—(a) ;

44-)- The business no longer qualifies as a qualified high 

technology business;

4-24 The business or an interest in the business has been 

sold by tho taxpayer investing in the qualified high 

technology business;—

444 The—ta^epayee—has—w4fehdra-wfi-^feh-e-4:a^fpayer^J-s—investment 

wholly or partially from tho qualif-i-ed high technology 

business;

■the—credit claimed under this—section shal-1 bo recaptured.-- The 

rccapturo—shall be equal to tea—per-cent of the affteaat^-ef—the 

total—tax credit clai-med- under this—section in thO' procoding two 

taxable years.-- The amount of tho credit recaptured shall apply 

only te—the—investment in tho particular qualified high 

technology■■■busincos that meets—the—roquiromont-s—of paragraph 

(1) ,—(2) ,—©a—(3) . The—recapture provisions of this—subsection 

shall not apply to a tax credit-claimed for a qualified high 

technology business that doos not fall within tho provisions of 

paragraph—(4)-/—(-24-?——(3) .-- The amount of tho recaptured tax- 

crodit determined--undor this—subsection shall-bo added to the
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taxpayer's—tax liability for the taxable year in which the 

recapture occurD u-ndcr this—subocction.

-- Every taxpayer,—before March 34—of each year in which 

aft—invoGtmont—in a qualified high toohnol-egy-business was made 

ift—the previous—taxable year,—shall—submit a written^—certified 

s-fea-temeft^-to—t4ie—dir^eter—of—fea*atr4-ofl—identifying:

444- Qualified investments,—if any,—expended in the 

previous—taxa-b4c year;—aftd:

(2) The amount of tax credits claimed pursuant--to this 

section,—it—any,—ift—the previous—feaxafete—yeara-

444-- The department shall:

(1) Maintain records of the names and addresses—of the 

taxpayers—claiming the credits under this—section and- 

the total amount of the qualified investment costs 

upon which the tax credit is basod;-

(2) Verify-the—nature—and amount—af—fc4e—qualifying 

investments ;■

-434 Total all qualifying--and cumulative investments that 

the department certifies;—aftd:

444 Certify the amount -of--fe-he tax credit—for each taxable 

year and cumulative amount of the tax credit.
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Upon oach de-tormination made under this subsoctiori/—fcbe 

dopartmont shall—issue a cortificatG to the taxpayer verifying 

information submitted to the department,—ineluding qualifying 

irwe-s^femeft^-ameufttrs-;—the eredit amount eertified for each taxable 

year,—and the cumulative amount of the tax credit during the 

credit period.-- The taxpayer shall—filo the certificate with-felte 

taxpayer's—tax return with the department.

The director ■ef—-t-ax-at-i-on may asscos and collect a—fee—to- 

offset the costs—of certifying tax credits—claims under this- 

soetion . Aii—fees—collected under this—section shall bo 

dopositod into the tax administration special—fund-established 

under section 235—20.5.

-fg-) As—used—tites—seebiesu-

"Invootmcnt tax credit allocation ratio" moans,—with 

r-espee^—fee—a—taxpayer that has made an invostmont in--a—qualified 

high technology business,—fe-he—ratio ef-s

The amount of the credit under this—section that—fs-?- 

or is—fee—bej—received by ep---allocated to the taxpayer 

over the life of the invostmont,—as a result of the 

invostmont;—fee-

SB3125 SDl LRB 26-1065.docx 51



Page 52 S.B. NO. 3125
S.D. 1

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

4-3-)- The amount of the—inve-stmont—irn the qualified high 

technology businesG.

"Qu-alified high technology buoinos-s-" meann a buoineoo, 

employing or owning cap-i-tal or property,—or maintaining an 

office,—in this—Sfent-e-;—provided that:

More than fifty per cent of itn total buGincoo 

activiticG arc quali£-i-cd rcGcarch;—and provided 

furtho-r that the busincGG—conducts mo-rc than seventy- 

five per cent of ita qualified rcacarch in thi-G State;

4-34- Moro than seventy-five per cent of—tt-s—gr-e-s-s—Income—i-& 

derived from qualified rcoearch;—and provided further 

that ■■fe-his—income—i-s—received from:

-(A)- Products—&oid—Proffl-T—manufactured in,—or--produced 

in—this State;—or

(&-)- SorviccG performed in thio—State.

"Qualified—rosoarch" moans—Pho—some—a-s—defined in sooPron- 

235-7.3.

-(h-)-- Common- law principlco,—including the doctrine of 

economic oubotanco and buGincoo purpose,—shall apply to any 

inveotment.-- Thore exists a presumption that a transaction 
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satisfies the doctrine of Gconomic substanco and business 

purpose to the extent that the special allocation of the hig-b 

technology business tax credit has an investment tax credit 

ra-tie>--of 1.5 or loss of eredi-fe—for every dollar invested.

Tran&a-ctions—for which an—investment tax credit—a-l-location 

ratio greater than 1.5 but not more than 2.0—e4—er-edh-fe—for every 

dollar—invested and claimed may be—reviewed by the department 

for applicable—doctrines—©4—economic—substance—and business 

pu^pe-ae-;-

Businossos—claiming a—tax credit—for transactions with 

investment tax credit allocation—ratios greater than 2.0—©t 

credit—for every dollar invested shall substantiate economic 

merit and business purpose consistent with this—section.

44-)-- For investments made on or after May 1,—2009, 

notwithstanding any other law to the—contrary,—n©—a-ti-eeatien-s-r 

special or otherwise,—of credits under thio—section may exceed 

the amount of the—investment made by the taxpayer ultimately 

claiming this—er-edd-fe-;—and investment tax credit allocation 

ratios greater than 1.0 of credit for every dollar invested 

shall not bo allowed.-- In addition,—the erodit shall bo allowed 

only in accordance with subsection—(ad-r
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-(-j^ This—GGGtion shall not apply—he—taxable years 

beginning after December 31,—2010."]

SECTION 7. Section 235-110.32, Hawaii Revised Statutes, is 

repealed.

["[§235-110.32]-- Renewable fuels production tax—eredit.

-(-a-)-- Each year during the credit period,—there shall be allowed 

to each taxpayer subject to the taxc-s—imposed by this—chapter a 

renewable—fuels production—tax—credit—that—shall be applied -to 

the taxpayer's not—income tax—liability,—if—aay-;—imposed by this 

chapter—for the taxable year in which the—credit- is properly 

claimed.

For each taxpayer producing renewable—fucis-7—the annual 

dollar amount of the renewable—fuels production tax credit 

during the ten-year credit period shall be equal to 20 cents per 

seventy-six thousand British thermal units of renewable—fuels 

using the—lower heating value—sold for distribution in the 

State-#—provided that—the taxpayer's production of ronowablo- 

fuels—io not loss—than two billion five hundred million British 

thcrma-1 units of renewable fuels per calendar year;—provided 

further that the amount of the tax credit■ claimed under this 

section by a taxpayer shall not exceed $3,500,000 per taxable
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—providod further that the tax crodit—shall onl-y-^e—claimed 

for fuels with lifecycle -cmisGions below that of fossil—fuels. 

Ne—other tax credit may be claimed under thio chapter—fe^-febe- 

costs—fee—p^?edeee—febe—renewable—fuei-s—that are—used te 

properly claim a tax crodit under thio section for the taxable 

year-

&a-eb—feaxpeye^T—together with all of its—related entities as 

determined under section 267 (b)—of- -febe—Internal Revenue--G-odc and 

all---b-aoiness entities under common control,—as determined under 

sections—414(b-H—414(c) ,—and 1563 (a)—of the Internal Revenue 

C-adev—shall not be-eligible for more than a—single ten-year 

crodit poriod-7-

-- la—febe—eaae—af—a-^aa?-feaer^sbip7—S—corporation^—estate, 

ar—trust,—distribution and share of the renewable—fuels 

production tax credit shall be determined pursuant to—section 

704 (b-)—(with respect to a partner's distributive---share)—of the 

Iftfeeraal—beveaae—Gade—af-dr^B-6-;—ae—ameaded-;-- For a fiscal year 

feaxpayery—the taxpayer shall—report the—credit in the taxab-l-a 

yoar in which the calendar year end is—included.

de-)-- No later than thirty days—following the close afe—febe 

calendar year,—every—feaxpayer—claiming a—credit under—this
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section—shall—complotc■and file an indopondont,—third-party 

CGrtifiod statomonty—at the taxpayer's solo exponso,—with and in 

feh-e—form prescribed by the Hawaii—state energy office,—providing 

the—following information:

(1) The—type,—quantity,—and British thermal -u-n-i-t- value,

using the—lower heating value,—of each qualified -fuel, 

te^ekeft—down—fey—the—fe7yp€—©4-^«e4-7—produced and sold 

during the previous calendar year;

(2) Tfee—f-&edsfeee1<—u-sed-^fef^-eaefe—type—of qualified fuelp 

The proposed total—amount—of—credit—to which—fcfee 

tax-pay-or is entitled—fer^-eaefe—eadeftdar"—yea^—aad—fefee 

eafftadafeive—afftaaad-af-^fefee-dax—e-radi-fe-fefee—taxpayer 

received during the—crodife—period;

4-4-)- The number of—fadd—time and number of part-time 

employees of the—facility and thosc--emplayaea-—states 

of residency,—feafeadad-^aa-afeafeap

- (fed The number and location -of all renewable—fuel 

production—facilities within and outside of the State;

d 1 Id*
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- (-6-)- —lif-eey&l-G-groonhettSG gas omissions per British

thormnl units for coch typo of qualifiod fuol 

produGod.

- (-d-)-- Within thirty oulondar days aftor tho duo dato of tho 

statomont roquirod undor subsoction—{-e}-?—tho Hawaii—s-fea-fe-e—ofto^gy 

of f icG—shall

Aetetewiedgo-T—in writing,—tbo—

- {-34- IssuG a cortificato to tho-dachx-payor ropor-t-ing tho 

amowhfer-af-^^GftGwafelre—f«elrs-^ee#iaeed—aftd—seidr;—the 

amount of crodit that tho taxpayer is ontitlod to 

claim for tho previous—calendar—yea-r^T—and the 

cumulative amount of the tax credit during the crodi-t- 

poriod;—a-ad

- {^4- Provide—tho taxpayer with a determination of whether 

bbo—tir^eeyo-te—g-reeftb©u-&e—ga-s—emi-s-sarOfi-s—for each—typo 

of-■■■■qualified fuel produced io—lower than that of 

fossil—fuels .

- {-e4-- The taxpayer shall—filo tho cortificato—issued un-dor^^ 

subsection—(-d4—with the taxpayer'-s tax re^fe^u-r-n-with tho 

department of taxation.-- The director of^ taxation may audit and 

adg-a-sf-^febo—eer=bi^4-eabir©fi—to—be—
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- {^4-- The total amount of tax e-redits—allowed under this 

section shall not exceed $20,000,000—fee—adrl—eiirgifelre— 

in any calendar year.-- In the event that the credit claims under 

this—section exceed $20,000,000—for all—eligible taxpayers—in- 

afty—given—eadreftda-ey^^eaer—the $20, 000,000—shall bo divided 

between all eligible taxpayers—for that year in proportion to 

the total amount of renewable—fuels produced by all eligible 

taxpayers-- Upon reaching $20,000,000—in—tbe—aggnegafeT—the 

Hawaii—s-taie—enengy—eifiee—abaii—immediately discontinue—issuing 

certificates and notify the department of taxation.-- In no 

instance shall—the total dollar amount of certificates—issued 

exceed $20,000,000 per calendar year.

ig-)-- Notwithstanding any-ather law to the-contrary,—febe 

information collected and compiled by the Hawaii—s-taba—ener-gy 

office under subsections—(-e)—and—(-d-)—for the purposes—of the 

renewable—fuels production tax credit—shall be available—fan 

public- inspection and dissemina-bion-,—subject to chapter—

- fb)-- If the c-redit under this—aaebian—exceeds—febe 

taxpaye-r—s—not income tax liab-i-lity,—febe—exeas-s—of the credit 

over liability may--ba used as a credit against tho--taxpaycr' s 

neb—income tax liability in subsequent years until exhausted.
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unless—otherwise elected by the taxpayer pursuant to—s-afes-eeti-ofts- 

44-)—er— A41^-e±-a4ifts-^^r^-a—ered4tr-uftder^-th-i-s—seetri-efi—&ba44-^e- 

propeH?ly filed on or before the end of the twelfth month 

following the close of the taxable year for which the credit ma-y 

bo claimed-:-- Failure to comply with the foregoing provision or 

fee—prevdrde—fefee—certified statomonfe—required under—subsection—(-e-)- 

shall—een-s-fei-feu-fee—e—waarver—efe—fefee—right—fee—claim the—credit.

444-- A taxpayer may elect to reduce the eligible crodi-fe 

amount by thirty per—cent—aed—4f—this—reduced amounfe—exceeds—fefee 

amount- of income tax payment duo—from the taxpayer,—the excess- 

©4—the cr-odit amount over payments due shall --bo—refunded to the 

feaa^payera—provided that tax credit amounts properly claimed by—a 

taxpayer who has no income tax liability shall bo paid to the 

taxpayer;—provided further that ne—refund on account of the tax 

credit allowed by this section shall be made for amounts loss 

than—$-4:-

Tho election—required by this—subsection—shall bo made—in a 

manner proscribed by the- director on the taxpayer's—r-efear-n—f-oa 

the taxable year in which the credit is claimed.-- An clccti-on- 

once made is—irrcvocable-r
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4-34-- Notwithstanding subsocfeion—(44-?—an individual—taxpayer 

may elect to have any excess- of the credit over payments duo 

refunded to—-the taxpayer,—i-f-*-

447^ Atl—of the taxpayer's—iftoome-^rs—exempt from taxation 

U4ade^-&oetiofi—2-3-5—4--(-a4--(-34—tr——or^

-f44- The taxpayer'-s--adj-ustcd gross—income—ts—$20,000—o^ 

less—(or $40,000—or"—Iroso—if filing a tax return as 

married—filing—jointly);

provided that tax credits properly claimed by a taxpayer who has 

fto—income tax liability shall bo paid to the taxpayer;—provided 

further that no re-fund on aecount of the tax credit allowed by 

thi-s—section shall bo made—for amounts loss—than $1 .■

A married couple who doos—not—fil-e—O’ joint tax return shall 

only bo entitled to make-thio election to the extent that they 

would have boon c-ntitlcd to make the election had they filed a 

joint—tax—return .

The election required by this—subse-et-i-on shall bo made in a 

manner proscribed by the director on the taxpayer's return for 

the taxable year in which the credit is—claimed-;-- An election 

once made is—irrevocable.

SB3125 SDl LRB 26-1065.docx 60



3125
S.D. 1

Page 61 S.B. NO.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

-- Boforo the production of any ronowablo—fuels—for the 

calendar year,—the taxpayer shall provide written nofe--icc of the 

taxpayer ' s—intent-ion to begin production of renewable—fuels . 

The written notice- shall bo provided to the department of 

taxation and the Hawaii—state energy office and shall—include 

information on the taxpayer,—facility location,—facility 

production capacity,—anticipated production—&trau?^-debe7—and the 

taxpayer' s—contact—information.-- Notwithstanding any other law 

to the—contrary,—the written notice described in this 

subsection,—includ-ing taxpayer and facility information,—shall 

be available for public inspection and dissemination,—subject to 

chapter—92F.

-{drj-- The taxpayer shall provide written notice to the 

director of taxation and the chief energy officer of the Hawaii 

efter-gy—witrhl-n—fe-hirT^-ty—days—following the—start of 

production .-- The notice—shall—include the production start date 

and expected renewable—fuels production for the next twelve 

months.-- Notwithstanding any other law to the contrary,—the 

written notice described in this—subsection shall be available 

for public—inspection and dissemination-^—subject—fee—chapter—92F.
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---Following oach calondar year in which a credit undoi?

feh-i-s—SGC-fe-i-en hao been claimed,—the chief energy officer of the 

Hawaii—&ba-te—sbeii—submit a written—report to the 

governor and legislature regarding the production and sale of 

renewable—fuels .-- The report shall—include:

-(-34- The number and location of renewable—fuels produetdreft 

fae-i-l-i-fc-i-es—in the State and outside the State that 

have claimed a^ eredi-t ■under thio—section;

-(-2-)- Tho total number of British thermal units of renewable 

fuels,—itemized by typo—e-f—fuel—produced and sold 

during the previous—calendar year;—aed-

(3) Tho projected number of British thermal units of

renewable—fuels production for tho succeeding year.

-- The director of taxation;

(■ 1-)- Shall prepare any forms that may bo noeessary to—claim 

a—tax—e^eddrt—uftder^-fehdrs—seetdrOfi-^

(2) May require the taxp-a-yer—feo—furnish reasonable 

information to ascertain tho validity of the claim for 

the tax credit made under --t-h-i-s—section;—and

ddd- May adopt rules pursuant to ehapter—94—necessary to 

cffoebuatG tho purposes of this—section.
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4©-)-- As used in this—section :

"Credi-t period" means a—maximum period of ton consecutive 

ye ar 5'7—beginning from the—first taxable year in which a taxpayer 

begins renewable—fuels production at a—level of at least two 

billion—five-hundred million British thermal units of renewable 

fuels per calendar year.

"Net—income tax liability" means—income tax liability 

reduced by all other credits allowed under thio—chapter.

"Renewable—feedstocks" means:

444 Biomass—crops and other renewable organic material, 

including bu-t not—limited t-o—logo,—weed—eh4^S7—weed 

pellets/—aed—weed-^erk-r

(2 ) Agricultural—residue;-

(3) ©41—crops,—including but not limited to algae,—canola,

jatropha,—palm,—soybean,—and sunflower;

444 Sugar and starch crops,—including but not limited to 

sugar caneandcassava;

444 Other agricultural—crops-r

444 Grease and waste cooking oil;

474 Reed—waedes-^

484 Municipal—solid wastes and industrial wastes;-
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4-9-)- Water,—includ-i-ng wastowator;—afid

-Hr©-)- Animal rosiduco and-wa-s-fe-e-s-,'

a-sed—fer©—gefter^a-te—

"RonowablG—fugIg"—maano—fuGls producGd—f^^m-a^eaewate-te 

foGdstocka;—providGd that thG—fugI:

-HH- Io sold as a fuGl in thG Sda-te;—aad

4-3-)- Moots thG rGlevan-b" ASTM Intornat ional—spooifi Gat ions 

or other industry spocifications—for the particular 

fuel,—including but not—limited to:

(A) Methanol,—ethanol,—ar^-adder^-a4aada4raf-

4^-)- ttydaagea^

(C) Biodiesel or renewable diesol;

-©©)- Bi-ogas;

4^-)- Other biofuels;

(F) Renewable—get—fuel—or renewable-gasal-ino;—aa

(G) Logo,—weed—ehripaT—weed- -pellets,—or wood bark. " ]

SECTION 8. Section 235-110.51, Hawaii Revised Statutes, is 

repealed.

["§235-110.51—Technology infrastructurerenovation tax

credit.-- (-a) There shall be allowed to each taxpayer subject to

the—taxes—imposed by this—ehapPerg—aa—income—tax credit which 
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shall bo deductible—from the taxpayer's net—ifteeme—tax- 

liability,—if any,—imposed by this—chapter—for the taxable yea^ 

in which the credit io pr-oper-ly claimed.

-- The amount of the credit shall bo—fou-r-per cent of the 

r-eftova-th-en—ee-s-fe-s—incurred during the taxable year for each 

commercial building located in Hawaii.

- (-e-)-- In the case of a partnership,—S—eerperebi-ofi-;—e-sbabe-r 

trus-bv—er^-afty—deve-teper—e-f—a—eernfftereired^-bu-ibdiftg-T—the—bax—credit 

allowable—bs—for renovation costs—incurred by the entity for the 

taxable—yeara-- hhe—cost—upon which—the—bax—credbt—bs—computed 

shall bo determined at the entity level.-- Distribut-bon' ■and -s-ha-re- 

©b—credit- shall be determined pursuant to—section —110.7 (a) .

bd)-- tb—a—dedae-tbea-hrs—taken under section 179—(with 

respect—to election to expense doprociablo business assets)—©b 

bhe—Internal Revenue Godo,—no tax credit shall bo allowed' fa-r 

that portion of the renovation coot—for which the deduction is 

takon--

bed-- The basis of eligible property for depreciation or 

aeccleratod cost recovery system purposes—for state—bn-eaffta—feaxes- 

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

In the alternative,—the taxpayer shall—treat the amount of the 
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e-godit—allowable and claimod as—a—taxable—income—item—tog—the 

taxable-year ■ in w-hieh 'it—is properly recognized under the method 

et—accounting used to—compute—taxable—income .

-----------(-t4-- ?4ae—credit—allowed under this—section—sha-ti—be—claimod

agaon-s-fe—the net income tax liabili-ty--^or the—taxable—yeaao-

—the—tax—credit—under—feba-s—seetien—exceeds—the 

taxpayer's—income tax liability,—febe—excess et—credit over 

liability may bo carried forward until exhausted.

-----------(-b)-- ?4ae—feax—credit allowed under this—saetaen—shall—not bo

available—for taxable years beginning after Docombor 31,—2010.

----------- fa-)-- As used in this—section:

"Not—income—tax—liability"—moans—income—feax—liability 

reduced by all—other credits—allowed under this—chapter.

"Renovation—coats" moans—costs—incurr-e-d-after Docombor 31, 

2000-/—to plan,—design,—in-s-tall/—eanafeaaet-/—and purabaaa 

technology-enabled infrastructureequipmentto providea 

commorcial building with tochnology-onablod infrastructure.

"Technology-enabled infrastructure" moans:

- Bd- High speed tolocommunications—systems that provide 

Internet—access,—direct—satellite—communications 

access,—and videoconferencing—facilities;
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(2) Physical—security systems—that—identify aneP verify

valid entry to secure spaces,—detect invalid entry or 

entry attempts,—and monitor activity in those spaces;

■ ■(-34- Environmental—systems—to—include heating,—ventilation, 

air conditioningj—defeeetdrOfi—aftd——a-nd 

other life safety systems;—a-nd-

- (-44- Sa-e4eup—aftd—emerpeftey—eleetrd-e—peweaa-sysdema-r

- (g-4-- No taxpayer that claims a credit under this—ae-ePiefl- 

shall—claim.-any other credit under this—chapter . " ]

SECTION 9. Section 235-110.65, Hawaii Revised Statutes, is 

repealed.

[ " [§235-110.65]-- Ship repair industry tax credit.---(-a-)-

Thcrc—shall bo allowed to each taxpayer subject to the "taxes 

imposed by this chapter a ship repair industry tax credit that 

shall bo deductible from the taxpayer's not' income tax 

liability,—if any,—imposed by thio chapter.

- (d4-- The amount of the tax credit shall bo equal to thirty 

per cent of the ship repair industry coots paid or incurred by 

the qualified entity to design and construct the purpose-built 

floati^ng—[drydock]—to bo used by the United States Navy in Pearl 

Harbor;—provided that:
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- (44- A—qtial-ifiod entity may form a special purpose entity 

for the purposes of raising investor capital and 

claiming the credit on behalf of the qualified entity;

- (-34 The qualified entity,—together with all o-f—i-fe-s—special 

ptHfpeee—eftbibieeT—including all partners and members 

of the qualified entity and its—special purpose 

entities-,—shall not claim any credit—in any one 

taxable year that exceeds—$6,000, O&0-;—however,—if the 

tofea-1—amount of credits applied for in any particular 

year exceeds—the aggregate amount of crodi-fes --a-l-l-owed 

for such—yea^—u-nder—thio—section,—fcbe—excess—shall bo 

treated as having boon applied for in the subsequent 

year and—shall—be—claimed in—such—yea-ry—provided that 

no—e-xee-s-s—shall bo allowed to be claimed after 

December—347—2026;—and

(3) in—ne—eveftt^-&ha44-a—qeaibbied—eftbiby—e^-afty—ef-4-b&

special purpose entities—or any other—taxpayer—claim a 

credit under this—section prior to Janua-r-y—b7—2022,—©e 

after December 31,—20-26.

A qualified entity shall become eligible to claim a credit under 

this—section only afto-r- constreetion of--the—floating drydock has 
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boon GomplGtcd and tho floating drydock has boon placed into 

service.

-(-e^-- I-n-^febe—ea-&e—of—an—a-s—a—

credit—shall bo determined at—tho entity level,—but distribution 

and share of the credit may bo dotorminod notwithstanding 

sections 701—or 706 of tho—Internal Revenue Code.

-fd^-- Tde—credit allowed under this—section—shall—be—claimed 

against the not income tax liability for -the taxable year.-- tf- 

tho tax credit under this—section oxcoods—febe—ba-xpayer^^-s—income 

tax liability,—febe—exees-s—ef—febe—tax—ea^edif—©vea^-±4abi4a-ty-aftay- 

be—aeed—as—a—eaedbf—apai«-s-fe—tbe—taxpayea^J-s-a^fe^draeeme—bax 

liability in subsequent years until exhausted.-- All claims, 

including amended claims,—for a tax credit under this section 

shall bo filed on-or before tho end of tho twelfth month- 

following the close of tho taxable year for which tho credit may 

bo claimed.-- Failure to comply with the foregoing provisio-n- 

abaif—constitute a waiver of tho right to—claim tho credit.

f-e^-- The director of taxation shall prepare any forms—that 

may be—nocossary to claim-a—credit under this—section . Tbe 

director may also require the taxpayer to—furnish information to 

ascertain the validity of tho claim far credit made under this
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sGCtion . —director—of taxation may adopt—rules—fee—of f octuato 

the purposes—of ■ t-h-i-s—section pur-srhant to chapter 91.

-- Any taxpayer—claiming a—tax—credit under thio—section, 

within—ninety days—e-f—fe-he—end of the—calendar year—in which—the 

credit—io properly claimable,—ohall—oubmit the—following 

i-n^ermat-ion—fee—the—depa-rtmen-t—of—taxation :

- (-H- The amount of the eligible costs—for which the tax 

credit may bo claimed;—aard

- (2■ -The—gu-a-lff-fed entity that—incurred the—costs . 

Failure—to timely oubmit the information shall bo oubjoct to a 

penalty of—$5,000 per month or a—fraction thereof,—oof—ho—oxcood 

$25,000.

f-g-) This—section shall not apply to—taxable years 

beginning ■■ af-her--December 3-1-7—2-02-6-7-

- fh-)-- For the purpose of this—section :

"Not income tax liability" moans—income tax liability 

reduced by all other credits allowed under this—chapter.

"Qualified entity" moans an entity with the principal 

purpose of facilitating and enhancing the—ship repair business 

■in—hho—State and that—fo—involved—fn—the—design and construction
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—floating drydock to bo used by the United 

States Navy in—Pearl Harbor.

"Ship repair industry costs" means—capital expenditures,—a-& 

used in section 263 of the—Int-e^rna-1 Revonuo—Gode-a-nd--t-he 

regulations promulgated thereunder,—or capital—expenditures—for" 

real property,—fixtures,—structures,—machinery,—equipment,—oo 

capital asoe-ds—that are paid or incurred in connection with the 

oofi-s-troe-tiofi—of—a-^u-rpooe—bu44-fe—floating drydock;—provided that 

the—ship repair industry costs—shall—not—include amounts—for" 

which another—credit—r-s—claimed- or' any amou-n-fes—rccoived--i-n—arry 

form—from the—Sdote-;-"J

SECTION 10. Act 261, Session Laws of Hawaii 2019, as 

amended by Act 139, Session Laws of Hawaii 2024, is amended by 

amending section 5 to read as follows:

"SECTION 5. This Act shall take effect upon its approval; 

provided that:

(1) Section 2 shall apply to taxable years beginning after 

December 31, 2019; and

(2) Part II shall take effect on [January 1,—2030.] 

January 1, 2029."
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PART III

SECTION 11. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored.

SECTION 12. This Act shall take effect on July 1, 2050; 

provided that section 2 of this Act shall apply to taxable years 

beginning after December 31, 2026; provided further that on 

December 31, 2032, section 2 of this Act shall be repealed and 

section 235-55.6, Hawaii Revised Statutes, shall be reenacted in 

the form in which it read on the day prior to the effective date 

of Act 163, Session Laws of Hawaii 2023; provided further that 

part II shall take effect on January 1, 2029.
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S.B. NO. s-

Report Title:
Income Tax; Income Tax Brackets; Income Tax Rates; Child and 
Dependent Care Tax Credit; Renewable Energy Technologies Income 
Tax Credit; Capital Goods Excise Tax Credit; High Technology 
Business Investment Tax Credit; Renewable Fuels Production Tax 
Credit; Technology Infrastructure Renovation Tax Credit; Ship 
Repair Industry Tax Credit; Tax Credit for Research Activities; 
Repeal

Description:
PART I: Repeals certain future adjustments to income tax 
brackets. Changes income tax rates. TVmends the child and 
dependent care tax credit by: (1) Changing the applicable 
percentage of the employment-related expenses for which the 
credit may be claimed to an unspecified percentage; (2) 
Providing for a disallowance period when there is a final 
administrative or judicial decision finding that the claim was 
due to fraud or disallowing the credit; and (3) Defining 
"adjusted gross income". Extends the repeal date for amendments 
made by Act 163, SLH 2023 to the child and dependent care tax 
credit, earned income tax credit, and food/excise tax credit to 
an unspecified date. PART II: Beginning 1/1/2029, repeals the 
following tax credits: Renewable Energy Technologies Income Tax 
Credit, Capital Goods Excise Tax Credit, High Technology 
Business Investment Tax Credit, Renewable Fuels Production Tax 
Credit, Technology Infrastructure Renovation Tax Credit, Ship 
Repair Industry Tax Credit, and Tax Credit for Research 
Activities. Effective 7/1/2050. (SDl)
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