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HB454 • Hawaii

Relating To Taxation.
Introduced Risk: Medium Narrow/Targeted

Effective: Jan 01, 2021  |  Last Action (Jan 27, 2021): Referred to ECD, CPC, FIN, referral sheet 1

Summary

This bill creates an income tax credit for investments in qualified businesses focused on
cybersecurity and AI, with specific activity and location requirements.

Business Impact

If you invest in cybersecurity or AI businesses in Hawaii, you can claim significant tax
credits over five years.

Key Provisions

• Tax credit percentages: 35% in the investment year, decreasing over four years.
• Maximum credit limits: $700,000 in the first year, decreasing thereafter.
• Recapture provisions apply to the total tax credit claimed in the preceding two taxable years if

the business no longer qualifies or if the investment is sold or withdrawn.
• Taxpayers must submit a certified statement to the director of taxation annually.
• The department will maintain records and verify qualifying investments.
• Common law principles apply to ensure economic substance and business purpose.

Compliance Checklist

• Claim the tax credit for investments in qualified businesses. | Who: Taxpayers investing in
cybersecurity or AI businesses. | Penalty: Loss of right to claim the credit if not filed on time.

• Submit a certified statement of qualified investments and claimed credits. | Who: Taxpayers
who made investments in the previous taxable year. | Penalty: Failure to submit may result in
loss of credit eligibility.

Industries Affected
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Artificial Intelligence Technology Cybersecurity Finance

Bill Sponsors

Name Party Role

Sam Kong D Sponsor

Related Bills

• HB1685 (HI)

Official Source

http://www.capitol.hawaii.gov/measure_indiv.aspx?billtype=HB&billnumber;=454&year;=2021
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