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THE SENATE 3125
THIRTY-THIRD LEGISLATURE, 2026 S B N O . SD.1
STATE OF HAWAII - et Proposed

A BILL FOR AN ACT

RELATING TO INCOME TAX.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:
PART I
SECTION 1. Section 235-51, Hawalil 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

2026-1541 SB3125 SD1l.docx

LT L



10

11

12

13

14

15

16

17

18

19

20

21

Page 2 3125
S.B. NO. s»a-

Proposed
not over $19,200 excess over $9,0600
Over $19,200 but $749.00 plus 6.40% of
not over $28,800 excess over $19,200
Over $28,800 but $1,363.00 plus 6.80% of
not over $38,400 excess over $28,800
Over $38,400 but $2,016.00 plus 7.20% of
not over $48,000 excess over $38,400
Over $48,000 but $2,707.00 plus 7.60% of
not over $72,000 excess over $48,000
Over $72,000 but $4,531.00 plus 7.90% of
not over $96, 000 excess over $72,000
Over $96,000 but $6,427.00 plus 8.25% of
not over $300,000 excess over $96,000
Over $300,000 but $23,257.00 plus 9.00% of
not over $350,000 excess over $300,000
Over $350,000 but $27,757.00 plus 10.00% of
not over $400,000 excess over $350,000
Over $400,000 $32,757.00 plus 11.00% of

excess over $400,000.
In the case of any taxable year beginning after

December 31, 2024:

2026-1541 SB3125 SDl.docx 2
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If the taxable income 1is:

Not over $19,200
Over $19,200 but
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
not over $450,000
Over $450,000 but
not over $550,000

Over $550,000 but

2026-1541 sB3125 SDl.docx
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The tax shall be:
1.40% of taxable income
$269.00 plus 3.20% of
excess over $19,200
$576.00 plus 5.50% of
excess over $28,800
$1,104.00 plus 6.40% of
excess over $38,400
$1,718.00 plus 6.80% of
excess over $48,000
$3,350.00 plus 7.20% of
excess over $72,000
$5,078.00 plus 7.60% of
excess over $96,000
$16,782.00 plus 7.90% of
excess over $250,000
$24,682.00 plus 8.25% of
excess over $350,000
$32,932.00 plus 9.00% of
excess over $450,000

$41,932.00 plus 10.00% of
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not over $650,000

Over $650,000

S.B. NO. o

Proposed

excess over $550,000
$51,932.00 plus 11.00% of

excess over $650,000.

In the case of any taxable year beginning after

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
[6ver—$3507-000but

ARet—eover—$450-006086

2026-1541 SB3125 SDl.docx
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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
$236084-00-plus—"7-90%—of

excess—ever—$350-0666
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S.B. NO. so:

Proposed
Over—$450;000but $36+994-00—ptus—8-25%—of
pot—over—$550-066 excess—over—$456-0086
Ower—$550-0668but $30,244-00—ptuas—H5-00%—of
prot—over—$650-006 excess—ever—$556-686
Over—5650-060but $48+244-00—ptus—30-068%—-of
rot—over $8665-06066 excess—over—$6560+-0686
Over—$8006-666 $63244-060pius—31-00%—of
execess—eover—$880-066] .
In the case of any taxable year beginning after
December 31, 2028:
If the taxable income is: The tax shall be:
Not over $38,400 1.40% of taxable income
Over $38,400 but $538.00 plus 3.20% of
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

2026-1541 SB3125 S8SDl.docx
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Proposed

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

[ Grexr—$350-000-—but ; 2

prot—over—$4565006 excess—ever—$356-660
Owver—$450-060—but $28+9300—ptus—F-90%ef

rot—over—5$556-006 excess—over—$456-660
Orer—-5$5505000-but $365 87306t 8- 25% of

reot—over—$6505-606 excess—eover—$550-666
Swrer 5650000 but $45123B0—pius—5-088%of

net—over —$866+-5665 excess—ever—$656-066
Ower—S$806+-6060—ut $58623-—606plus—16-00%—of

neot—over —$556-068 oexcess—over—$300-0086
Sver—$956-666 $H3623- 00 plus—1++-HB6%5—<of
excess—ever—S9565666] .

(b) There is hereby imposed on the taxable income of every
head of a household 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 $3,600 1.40% of taxable income

Over $3,600 but $50.00 plus 3.20% of
2026-1541 SB3125 SD1l.docx . 6
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not over $7,200
Over $7,200 but
not over $14,400
Over $14,400 but
not over 521,600
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 $225,000
Over $225,000 but
not over $262,500
Over $262,500 but
not over $300,000

Over $300,000

2026-1541 SB3125 SDl.docx
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Proposed

excess over $3,600
$166.00 plus 5.50% of
excess over $7,200
$562.00 plus 6.40% of
excess over $14,400
$1,022.00 plus 6.80% of
excess over $21,600
$1,512.00 plus 7.20% of
excess over $28,800
$2,030.00 plus 7.60% of
excess over $36,000
$3,398.00 plus 7.90% of
excess over $54,000
$4,820.00 plus 8.25% of
excess over $72,000
$17,443.00 plus 9.00% of
excess over $225,000
$20,818.00 plus 10.00% of
excess over $262,500
$24,568.00 plus 11.00% of

excess over $300,000.
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S.B. NO.

Proposed

In the case of any taxable year beginning after

December 31, 2024:
If the taxable income is:
Not over 514,400
Over $14,400 but
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 over $337,500

Over $337,500 but

2026-1541 SB3125 SDl.docx
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The tax shall be:
1.40% of taxable income
$202.00 plus 3.20% of
excess over $14,400
$432.00 plus 5.50% of
excess over $21,600
$828.00 plus 6.40% of
excess over $28,800
$1,289.00 plus 6.80% of
excess over $36,000
$2,513.00 plus 7.20% of
excess over $54,000
$3,809.00 plus 7.60% of
excess over $72,000
$12,587.00 plus 7.90% of
excess over $187,500
$18,512.00 plus 8.25% of
excess over $262,500

$24,699.00 plus 9.00% of
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not over $412,500
Over $412,500 but
not over $487,500

Over $487,500

S.B. NO. o

Proposed

excess over $337,500
$31,449.00 plus 10.00% of

excess over $412,500
$38,949.00 plus 11.00% of

excess over $487,500.

In the case of any taxable year beginning after

December 31, 2026:
If the taxable income 1is:
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

2026-1541 sB3125 SDl.docx
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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
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Proposed
[6ver—$262-500but 7 2
ret—over—$33+,-566 exeess—over—$262,566
Over—$337+560but $23 246 00—plus—8-25%——ef
prot—eover—$432-5060 excess—over—S334+-5006
Over—$412-560Pbut $28+433-00ptus—9-60%of
pot—over—S$484-566 excess—eover—$43+2-5006
Sver—S$487+560Pbut $36+3+83-00—ptus—30-006%——of
poE—over—S666-566 excess—over—$484,-566
Over—$600706060 $47433-00—ptus—11-00%——of
excess—aover—$600+668] .
In the case of any taxable year beginning after
December 31, 2028:
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
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
2026-1541 SB3125 SDl.docx 10
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S.B. NO. sb

Proposed
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
[Ovrer—S$262-500but $1+60830-00-ptus—F-668%of
rot—over—$3345,-506 excess—over—$2e2-506
Owver—$337-5080-but $21136060-plus+-90%of
Arot—owver—$4125-500 oexcess—ever—e334-506
Sver—S43 250080 ut $27+655-06—ptus—L8-25%—eof
RrRot—over—$487-5606 excess—ever—s412- 500
Over—$487-500-but $33-842 00 prus—9-00%+of
Arot—over—$600-066 exeess—over—$487-500
Sver -$606,006-but $43967400-—ptus—10-08%——of
Areot—ovrer—S$+3+2-506 exeess—over—S$600-000
SOver—$732,-506 $5523+-00-—ptus—313+-66%——of

excess—ever—S$H2:-566] .
(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:

2026-1541 SB3125 SDl.docx 11
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S.B. NO. so:

Proposed

In the case of any taxable year beginning after

December 31, 2017:
If the taxable income is:
Not over $2,400
Over $2,400 but
not over $4,800
Over $4,800 but
not over $9,600
Over $9,600 but
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 $150,000

Over $150,000 but

2026-1541 SB3125 SDl.docx
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The tax shall be:
1.40% of taxable income
$34.00 plus 3.20% of
excess over $2,400
$110.00 plus 5.50% of
excess over $4,800
$374.00 plus 6.40% of
excess over $9,600
$682.00 plus 6.80% of
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

$11,628.00 plus 9.00% of

12
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not over $175,000
Over $175,000 but
not over $200,000

Over $200,000

S.B. NO. <o

Proposed

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.

In the case of any taxable year beginning after

December 31, 2024:
If the taxable income 1is
Not over $9,600
Over $9,600 but
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

2026-1541 SB3125 SDl.docx
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The tax shall be:
1.40% of taxable income
$134.00 plus 3.20% of
excess over $9,600
$288.00 plus 5.50% of
excess over $14,400
$552.00 plus 6.40% of
excess over $19,200
$859.00 plus 6.80% of
excess over $24,000
$1,675.00 plus 7.20% of
excess over $36,000
$2,539.00 plus 7.60% of

excess over $48,000

13
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In the case of any taxable

Over $125,000 but
not over $175,000
Over $175,000 but
not over $225,000
Qver $225,000 but
not over $275,000
Over $275,000 but
not over $325,000

Over $325,000

December 31, 2026:

If the taxable income 1is:
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

2026-1541 SB3125 SDl.docx
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Proposed

$8,391.00 plus 7.90% of
excess over $125,000
$12,341.00 plus 8.25% of
excess over $175,000
$16,466.00 plus 9.00% of
excess over $225,000
$20,966.00 plus 10.00% of
excess over $275,000
$25,966.00 plus 11.00% of

excess over $325,000.

year 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

14
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S.B. NO. so

Proposed
not over $48,000 excess over $36,000
Over $48,000 but $2,203.00 plus 7.20% of
not over $125,000 excess over $48,000
Over $125,000 but $7,747.00 plus 7.60% of
not over $175,000 excess over $125,000
[6ver—$175006—but $33547-00-ptus—7-80%—ef
Rot—over $225.-0080 excess—ever 1757060806
Sver—$2255-660—Pbut $357497-00—ptus—825%——+of
Aot—over $275,-0680 exeess—ever—$225-8686
Ower—S275-000 but $19-622-00—ptus—9-08%—-of
pot—over—$325+-0060 execess—over—$2+5+-880
Sver—$325-0660—but $24122-00—ptus—16-08%—ef
rot—over—$40665+866 exeess—over—S$325-000
Swer—s4606-666 $3+7-622-66—ptus—13-68%——-ef
execess—over—$40665660].
In the case of any taxable year beginning after
December 31, 2028:
If the taxable income is: The tax shall be:
Not over $19,200 1.40% of taxable income
Over $19,200 but $269.00 plus 3.20% of
not over $24,000 excess over $19,200
2026-1541 SB3125 SDl.docx 15
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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—$1+5+000—but
rot—over—S$2A5-000

Swer—$225-000—but

2026-1541 SB3125 SDl.docx
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S.B. NO. so:

Proposed

$422.00 plus 5.50% of
excess over $24,000
$1,082.00 plus 6.40% of
excess over $36,000
$1,850.00 plus 6.80% of
excess over $48,000
$7,086.00 plus 7.20% of
excess over $125,000
$165686-00-plus—F-60%—-of
excess—over—S+HI5-000

$34486-00pltus—7-50%—-of

16
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S.B. NO. <o

Proposed

SECTION 2. Section 235-55.6, Hawaii Revised Statutes, 1is

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 Hawaiili 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
defined in subsection (b) (2)) paid by the individual
during the taxable year. 1If 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

2026-1541 SB3125 SDl.docx 17
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S.B. NO. so:

Proposed

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—fellowss:

Adiusted—greoss—income Appticablepercentage

Not—ovwer-—$25, 008 25%

Oer—$25-0660—but 24%
ret—ever—$36-066

O¥er—$30000—but 23%
prot—over—535-066

Swver—$35-006—but 22%
not—eover—$40-666

Swer—$4650666—but 2%
Arot—ever—$45,066

Over—$45-060—but 26%
ret—over—$50-600

2026-1541 sSB3125 SDl.docx 18
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S.B. NO. o

Proposed

Sver—S568-0680 15%—]

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

(C) The spouse of the taxpayer, 1f the spouse is
physically or mentally incapable of caring for
oneself.

(2) Employment-related expenses.
2026-1541 SB3125 SDl.docx 19
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S.B. NO. so-

Proposed

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

(i1) Expenses for the care of a gqualifying

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.
Exception. Employment-related expenses described
in subparagraph (A) which are incurred for
services outside the taxpayer's household shall
be taken into account only if incurred for the
care of:
(i) A qualifying individual described in

paragraph (1) (A), or

2026-1541 SB3125 SDl.docx 20
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S.B. NO. so:

Proposed

(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,
if the center is located outside the State;
and

(i1i1) The requirements of subparagraph (B) are
met.
2026-1541 SB3125 sDl.docx 21
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(D) Dependent care center defined. For purposes of
this paragraph, the term "dependent care center"
means any facility which:

(i) Provides care for more than six individuals
(other than individuals who reside at the
facility), and

(ii) Receives a fee, payment, or grant for
providing services for any of the
individuals (regardless of whether such
facility is operated for profit).

(c) Dollar limit on amount creditable. The amount of the
employment-related expenses incurred during any taxable year
which may be taken into account under subsection (a) shall not
exceed:

(L) $10,000 if there is one qualifying individual with

respect to the taxpayer for such taxable year, or

(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

2026-1541 sSB3125 SDl.docx 22
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S.B. NO. so:

Proposed

from gross income under section 129 (with respect to dependent

care assistance programs) of the Internal Revenue Code for the

taxable year.

(d)

(1)

Earned income limitation.

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 1s 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.

Special rule for spouse who is a student or incapable

of caring for oneself. 1In 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

2026-1541 SB3125 sDl.docx 23
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which such spouse is a full-time student at an
educational institution, or 1is 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.
Special rules. For purposes of this section:
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
individual is married during the period, 1s furnished
by the individual and the individual's spouse).
Married couples must file joint return. TIf the
taxpayer is married at the close of the taxable year,

the credit shall be allowed under subsection (a) only

2026-1541 SB3125 sDl.docx 24
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Proposed

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

return for the taxable year.

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.

Certain married individuals living apart. If:

(A) An individual who is married and who files a
sSeparate return:

(i) Maintains as the individual's home a
household that éonstitutes for more than
one-half of the taxable year the principal
place of abode of a qualifying individual,
and

(i1) 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.

2026-1541 SB3125 S5SDl.docx 25
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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

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.

Payments to related individuals. No credit shall be

allowed under subsection (a) for any amount paid by

the taxpayer to an individual:

2026-1541 sB3125 SDl.docx _ 26
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(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
the service is performed.

(7) Student. The term "student"”
during each of five calendar
year, is a full-time student

organization.

of the taxpayer in which

means an individual who,
months during the taxable

at an educational

(8) Educational organization. The term "educational

organization” means a school

operated by the

department of education under chapter 302A, an

2026-1541 SB3125 sDl.docx
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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
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

2026-1541 SB3125 SDl.docx 28
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(f)

S.B. NO. so-

Proposed

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.

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
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.

2026-1541 SB3125 SDl.docx 29
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[+£-] (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:

"This Act, upon its approval, shall apply to taxable years
beginning after December 31, 2022; provided that on December 31,
[(20627+] _ , 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.”

PART II

SECTION 4. Section 235-12.5, Hawaill Revised Statutes, is
repealed.

["$235-12 .5 Renewableenergy technelegies;—ineome—tax
eredit—(ar Fach—individual eor corporate—taxpayer—that—fites
ap—iadividuat-or-corporate net—income tax—returpfora—taxabie

1o " ] R . . ]
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Act 261, Session Laws of Hawaii 2019, as

SECTION 10.

10

is amended by

Session Laws of Hawaii 2024,

amended by Act 139,

11

amending section 5 to read as follows:

12

This Act shall take effect upon its approval;

"SECTION 5.

13

provided that:

14

Section 2 shall apply to taxable years beginning after

)

(1

15

and

2019;

December 31,

16

[

Part II shall take effect on

(2)

17

"

2029.

January 1,

18

PART III

19

Statutory material to be repealed is bracketed

SECTION 11.

20

New statutory material is underscored.

and stricken.

21
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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. so

Proposed

Report Title:

Income Tax; Income Tax Brackets; Child and Dependent Care Tax
Credit; Renewable Energy Technologies 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 the applicable percentage of the employment-
related expenses for which the child and dependent care tax
credit may be claimed to an unspecified percentage; provides 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 defines "adjusted gross income" for
purposes of the child and dependent care tax credit as adjusted
gross income as defined by the Internal Revenue Code of 1986, as
amended. Extends the sunset 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 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. (Proposed
SD1)

The summary description of legislation appearing on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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