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HB1685 • Hawaii

RELATING TO THE ARTS.
In Committee Risk: Medium Comprehensive

Last Action (Jan 26, 2026): Referred to CAA, referral sheet 1

Summary

This bill creates an income tax credit for investments in qualified businesses focused on
cybersecurity and artificial intelligence, with specific allocation ratios and recapture rules.

Business Impact

If you invest in cybersecurity or AI businesses in Hawaii, you can claim tax credits for your
investments starting in 2020.

Key Provisions

• Establishes a tax credit for investments in cybersecurity and AI businesses with specific
allocation ratios.

• Credits can be claimed over five years with decreasing maximum amounts.
• Recapture provisions apply to the total tax credit claimed in the preceding two taxable years if

the business ceases to qualify or investment is withdrawn.
• Taxpayers must submit annual certified statements regarding investments and credits.
• Businesses must conduct a certain percentage of activities or derive income from cybersecurity

and AI development in Hawaii.
• The bill takes effect on July 1, 2112.

Compliance Checklist

• Submit a certified statement of investments and credits claimed | Who: Taxpayers investing in
qualified businesses | Penalty: Waiver of the right to claim the credit if not submitted

• Claim the tax credit against net income tax liability | Who: Taxpayers subject to Hawaii income
tax | Penalty: Excess credits may be lost if not claimed properly

Industries Affected
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General

Topics

Comprehensive AI

Bill Sponsors

Name Party Role

KAPELA Primary

Related Bills

• HB454 (HI)

Official Source

https://capitol.hawaii.gov/session/measure_indiv.aspx?billtype=HB&billnumber;=1685&year;=2026
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