
HOUSE OF REPRESENTATIVES
TWENTY-FIFTH LEGISLATURE, 2010
STATE OF HAWAII

H.B. NO.
2984
HD.1

1

A BILL FOR AN ACT

RELATING TO TAX CREDITS.

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

SECTION 1. Section 235-110.91, Hawaii Revised Statutes, is

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

3 "(j) This section shall not apply to taxable years

4 beginning after December 31, [2010.] 2011."

5 SECTION 2. Section 235-110.51, Hawaii Revised Statutes, is

6 repealed ..

7 [" §235 11Q. 51 'l'eehnele!JY infrasl=ruel=ure rene-J'al=ien l=aJE

8 eredil=. (a) There shall be allmied 1=0 eaeh l=a3Epayer subj eel= 1=0

9 I=he l=a3EeS imposed by I=his chapl=er, an income l=a3E credil= "hich

10 s.hall be deductible from I=he tm,payer I s net income tm,

11 liability, if any, imposed by this chapter for the taleable year

12 in "hich the credit is properly claimed.

13 (b) The amount of the credit shall be four per cent of the

14 renovation costs incurred during the ta3eable year for each

15 commercial building located in IIa';iaii.

16 (c) In the case of a partnership, S corporation, estate,

17 trust, or any developer of a commercial building, the ta3, credit

18 allowable is for renovation costs incurred by the entity for the
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1 taJwble year. Tae eost upon I,'aiea tae taJE eredit is computed

2 saall be determined at tae entity level. Distribution and saare

3 of credit saall be determined pursuant to section 235 110.7(a).

4 (d) If a deduction is talEen under section 179 (,>'ita

5 respect to election to eJ,pense depreciable business assets) of

6 tae Internal Revenue Code, no taJE credit saall be allOlJed for

7 taat portion of tae renovation cost for ',;aica tae deduction is

8 talEen.

9 (e) Tae basis of eligible property for depreciation or

10 accelerated cost recmfery system purposes for state income taJECS
,

11 saall be reduced by tae amount of credit allOl<able and claimed,

12 In tae alternative, tae taJEpayer saall treat tae amount of tae

13 credit allowable and claimed as a taJ,able income item for tae

14 taJwble year in ,,'!lica it is properly recogni"ed under tae metaod

15 of accounting used to compute taJwble income.

16 (f) Tae credit allOlled under tais section saall be claimed

17 against tae net income taJ, liability for tae taKable year.

18 (g) If tae taJ, credit under tais section eJECeeds tae

19 taJEpayer' s income teaJE liability, the eJECeSS of credit over

20 liability may be carried fonlard until eJEaausted.

21 (a) Tae taJE credit allO'oJed under tais section saall not be

22 available for taJEable years beginning after December 31, 2010.
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2 "Net incomc taJE liability" means income talE liability

3 reduced by all other credits allmied under this chapter.

4 "Renovation costs" means costs incurred after December 31,

5 2000, to plan, design, install, construct, and purchase

6 technology enabled infrastructure equipment to provide. a

7 commercial building >lith technology cnabled infrastructure.

8 "Technology enabled infrastructure" means.

9

10

11

12

13

14

15

16

17

18

19

+J+ High speed telecommunications systems that provide

Internet access, direct satcllite communications

access, and videoconferencing facilities,

+;J+ Physical security systems that identify and verify

valid entry to secure spaccs, detect invalid entry or

entry attempts, and monitor activity in these spaces,

~ Environmental systems to include heating, ventilation,

air conditioning, fire dctection and suppression, and

other life safety systems, and

-f4-l- Baclmp and emergency electric pOlwr systems.

(j) No tal~ayer that claims a credit under this section

20 shall claim any other credit under this chapter. II]

21 SECTION 3. Section 235-110.9, Hawaii Revised Statutes, is

22 repealed.
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2 ereEiit. (a) There shall 1ge allewed te each tm,payer su19ject te

3 the taxes imposed 191' this chapter a high technology 19usiness

4 in....estment tm, credit that shall 1ge deducti19le from the

5 taJepayer's net income tm, lia19ility, if any, impesed 191' this

6 chapter fer the taJm19le year in '"hich the investment ',ms made

7 and the follmving four years provided the credit is preperly

8 claimed. The tm, credit shall 1ge as fellmm,

9 +±+ In the year the iWJ'estment was made, thirty five per

10

11

12

13

14

15

16

17

cent,

-f2+ In the first year follmiing the year in which the

investment was made, tHenty five per cent,

-f3+ In the second year follewing the investment, twenty

per cent,

+4+ In the third year fellm,ing the iWJ'estment, ten per

cent, and

-f-5+- In the feurth year fellmiing the investment, ten per

18 cent,

19 of the iWJ'estment made 191' the taxpayer in each qualified high

20 technelegy 19usiness, up te a mmdmum allm,ed credit in the year

21 the iw.restment ',<as made, $700,000, in the first year fellewing

22 the year in uhich the investment Has made, $500,000, in the
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1 second year following the year in ,;hich the imrestment '"as made,

2 $100,000, in the third year follsvling the year in '"hich the

3 imrestment was made, $200,000, and in the fourth year following

4 the year in '"hieh the investment ,laS made, $200,000.

5 (h) The credit allo\/ed under this section shall he claimed

6 against the net income taJE liahility for the taJEahle year. For

7 the purpose of this section, "net income taJE liahility" means

8 net income talE liahility reduced hy all other credits allsvled

9 under this chapter. By accepting an investment for "hich the

10 credit allsvmd under this section may he claimed, a qualified

11 high technology husiness consents to the Emhlic disclosure of

12 the qualified high technology husiness' name and status as a

13 heneficiary of the credit under this section.

14 (c) If the taJE credit under this section eJEceeds the

15 taJEpayer' s income talE liahility for any of the five years that

16 the credit is taken, the eJECesS of the talE credit over liahility

17 may he used as a credit against the taJEpayer' s income taJE

18 liahility in suhsequent years until OJEhausted. Every claim,

19 including amended claims, for a taJE credit under this section

20 shall he filed on or hefore the end of the t\mlfth month

21 follo\/ing the close of the taJeahle year for \/hich the credit may
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1 be elaimed. Failure to eomply "lith the foregoing provision

2 shall eonstitute a ;<aiver of the right to elaim the eredit.

3 (d) If at the elose of any taJeable year in the five year

4 period in subseetion (a).

5

6

7

8

9

10

11

12

~ The business no longer qualifies as a qualified high

teehnology business,

~ The business or an interest in the business has been

sold by the talEpayer investing in the qualified high

teehnology business, or

B+ The taJEi"ayer has \iithdra,m the talEi"ayer I s investment

'.<holly or partially from the qualified high teehnology

business,

13 the eredit elaimed under this seetion shall be reeaptured. The

14 reeapture shall be equal to ten per eent of the amount of the

15 total talE eredit elaimed under this seetion in the preeeding t;vo

16 taJeable years. The amount of the eredit reeaptured shall apply

17 only to the investment in the partieular qualified high

18 teehnology business that meets the requirements of paragraph
v

19 (1), (2), or (3). The reeapture provisions of this subseetion

20 shall not apply to a talE eredit elaimed for a qualified high

21 teehnology business that does not fall 'dithin the provisions of

22 paragraph (1), (2), or (3). The amount of the reeaptured talE
(
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1 credit determined under this subsection shall be added to the

2 taJEpayer 's taJE liability for the taJeable year in which the

3 recapture ooours under this subseotion.

4 (e) Every taJEpayer, before /laroh 31 of eaoh year in "hich

5 an investment in a qualified high teohnology business ,...as made

6 in the previous taJEable year, shall submit a \lritten, oertified

7 statement to the direotor of taxation identifying.

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

+±+ Qualified investments, if any, eJEpended in the

previous taJeable year, and

+2+ The amount of taJE oredits olaimed pursuant to this

section, if any, in the previous taJeable year.

(f) The department shall.

+±+ /laintain records of the names and addresses of the

taJEpayers claiming the credits under this section and

the total amount of the qualified investment costs

upon which the taJE credit is based,

+2+ Verify the nature and amount of the qualifying

investments,

+J+ Total all qualifying and cumulative investments that

the department certifies, and

-f4+- Certify the amount of the taJ, credit for each taJeable

year and cumulative amount· of the tax credit.
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1 Upon each determination made under this subsection, the

2 department shall issue a certificate to the taJEpayer verifying

3 information submitted to the department, including qualifying

4 investment amounts, the credit amount certified for each taJEable

5 year, and the cumulative amount of the taJE credit during the

6 credit period. The taJEpayer shall file the certificate ',;ith the

7 taJEpayer I s tan return \lith the department.

8 The director of taJEation may assess and collect a fee to

9 offset the costs of certifying taJE credits claims under this

10 section. All fees collected under this section shall be

11 deposited into the taJE administration special fund established

12 under section 235 20.5.

13 (g) As used in this section.

14 "Investment taJE credit allocation ratio" means, ',;ith

15 respect to a taJEpayer that has made an investment in a qualified

16 high technology business, the ratio of.

17

18

19

20

21

22

{±+ The amount of the credit under this section that is,

or is to be, received by or allocated to the taJEpayer

over the life of the iw:estment, as a result of the

investment, to

~ The amount of the iw:estment in thc qualified high

technology business.
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1 "Qualifiea aiga teeanology husiness" means a husiness,

2 employing or mming eapital or property, or maintaining an

3 offiee, in tais State, proviaea taat.

4

5

6

7

8

9

10

11

12

13

14

+±+ Plore taan fifty per eent of its total husiness

aetivities are qualifiea researea, ana proviaea

furtaer taat tae husiness eonduets more taan seventy

five per eent of its qualified researea in tais State,

~ ~4ore taan seventy five per eent of its gross ineome is

aerivea from qualifiea researea, ana proviaea furtaer

taat tais ineome is reeeivea from.

+A+ Produets sola from, manufaeturea in, or proElueea

in tais State, or

+B} serviees performea in tais State.

15 "Qualifiea researea" means tae same as aefinea in seetion

16 235 7.3.

17 (a) Common 1m,' prineiples, ineluaing tae aoetrine of

18 eeonomie suhstanee ana husiness purpose, saall apply to any

19 investment. Taere exists a presumption taat a transaetion

20 satisfies tae aoetrine of eeonomie suhstanee ana husiness

21 purpose to" tae elEtent taat tae speeial alloeation of tae aiga
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1 teehnology business talE eredit has an investment talE eredit

2 ratio of 1.5 or less of eredit for every dollar invested.

3 Transaetions for ,.hieh an investment talE eredit alloeation

4 ratio greater than 1.5 but not more than 2.8 of eredit for every

5 dollar invested and elaimed may be revim;ed by the department

6 for applieable doetrines of eeonomie substanee and business

7 purpose.

8 Businesses claiming a taJE credit for transactions with

9 investment taJE credit allocation ratios greater than 2.8 of

10 credit for every dollar invested shall substantiate economie

11 merit and business purpose consistent \lith this section.

12 ( i) For investments made on or after Hay 1, 2889,

13 not·...ithstanding any other law to the contrary, flO allocations,

14 special or otherwise, of credits under this section may CJESeed

15 the amount of the investment made by the taJEpayer ultimately

16 claiming this credit, and iWJ'estment talE credit allocation

17 ratios greater than 1.8 of credit for every dollar iWJ'ested

18 shall not be allm,ed. In addition, the credit shall be allowed

19 only in accordance \lith subsection (a).

20 (j ) For investments made on or after Hay 1, 2889, this

21 section shall be subject to section 235 189.5.
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1 (l() This seetien shall net apply te talmble years

2 beginning after Deeember 31, 2010. ,,]

3 SECTION 4. This Act does not affect rights and duties that

4 matured, penalties that were incurred, and proceedings that were

5 begun before its effective date, including carryover tax

6 credits.

7 SECTION 5. Statutory material to be repealed is bracketed

8 and stricken. New statutory material is underscored.

9 SECTION 6. This Act shall take effect upon its approval.
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Report Title:
Tax Credit; Research Activities

H.B. NO.
2984
H.D.1

Description:
Extends the tax credit for research activit·ies for 1 year.
Repeals remaining tax credit provisions of Act 221, Session Laws
of Hawaii 2001. (HB2984 HD1)

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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