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ACT 103 H.B. NO. 3156 

A Bill for an Act Relating to the Taxation of Dividends Received from Affiliated 
Corporations. 

Be It Enacted by the Legislature of the State of Hawaii: 

SECTION 1. Section 235-7, Hawaii Revised Statutes, is amended by 
amending subsection (c) to read as follows: 

"(c) The deductions of or based on dividends paid or received, allowed to 
a corporation under chapter 1, subchapter B, Part VIII of the Internal Revenue 
Code, shall not be allowed. In lieu thereof there shall be allowed as a deduction 
the entire amount of dividends received by any corporation upon the shares of 
stock of a national banking association, qualifying dividends, as defined in sec­
tion 243(b) of the Internal Revenue Code, received by members of an affiliated 
grmm. or dividends received by a small business investment company operating 
under the Small Business Investment Act of 1958 (Public Law 85-699) upon 
shares of stock qualifying under paragraph (3) [below, eighty], seventy per cent 
of the amount received by any corporation as dividends: 

(1) Upon the shares of stock of another corporation, if at the date of
payment of the dividend at least ninety-five per cent of the other
corporation's capital stock is owned by one or more corporations
doing business in this State and if the other corporation is subjected
to an income tax in another jurisdiction (but subjection to federal tax
does not constitute subjection to income tax in another jurisdiction);

(2) Upon the shares of stock of a bank or insurance company organized
and doing business under the laws of the State;

(3) Upon the shares of stock of another corporation, if at least fifteen
per cent of the latter corporation's business, for the taxable year of
the latter corporation preceding the payment of the dividend, has
been attributed to this State.

However, except for national bank dividends, the deductions under this subsec­
tion are not allowed when they would not have been allowed under section 243 of 
the Internal Revenue Code, as amended by Public Law 85-866, by reason of sub­
sections (b) and (c) of section 246 of the Internal Revenue Code[, as amended]. 
For the purposes of this subsection fifteen per cent of a corporation's business 
shall be deemed to have been attributed to this State if fifteen per cent or more of 
the entire gross income of the corporation as defined in this chapter (which for 
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the purposes of this subsection shall be computed without regard to source in the 
State and shall include income not taxable by reason of the fact that it is from 
property not owned in the State or from a trade or business not carried on in the 
State in whole or in part) [shall], under section 235-5 and the other provisions of 
this chapter, shall have been attributed to the State and subjected to assessment of 
the taxable income therefrom (including the determination of the resulting net 
loss, if any)." 

SECTION 2. Statutory material to be repealed is bracketed. New statutory 
material is underscored. 

SECTION 3. This Act, upon its approval, shall apply to taxable years 
beginning after December 31, 1991. 

(Approved May 27, 1992.) 

159 




