
ACT 52 

ACT 52 H.B. NO. 442 

A Bill for an Act Relating to Taxation of Banks and Other Financial Corpo
rations. 

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

SECTION 1. Section 241-4, Hawaii Revised Statutes, is amended by 
amending subsection (b) to read: 
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“(b) The “entire net income from all sources” shall be determined in
the same manner as the “taxable income” of a corporation, as provided by
chapter 235, with the following changes and adjustments:

(1) There is included in gross income interest received upon the obliga
tions of the United States or its possessions, or upon securities issued
under the authority of an act of Congress, or. upon state, territorial,
municipal, county, or other bonds or securities whether or not the in
come from such obligations, bonds, or securities, is tax free. Section
235-7(a) (1), (6), and (7) do not apply.

(2) Section 235-7(c), (d), and (e) do not apply.
(3) In lieu of section 235-4, it is provided that there shall be excluded

the gross income from property owned, trade or business carried on,
and other sources outside the State.

(4) Section 235-5 does not apply. The income excluded pursuant to para
graph (3) shall be determined by an allocation and separate account
ing. Losses from property owned outside the State and from other
sources outside the State shall not be deducted. Reserves shall be al
located to the State by the application of a fraction, the numerator
of which consists of the gross income included in determining the
“entire net income from all sources” pursuant to this chapter and
the denominator of which consists in the gross income similarly as
certained but without regard to whether from sources within or with
out the State.

(5) Deductions connected with income which by this chapter is required
to be included in the computation of net income shall be allowed, but
deductions connected with income which by this chapter is not to be
included in the computation of net income shall not be allowed. Sec
tion 235-7(e) (1) does hot apply.

(6) One half of such amount of capital gain as, under the Internal Rev
enue Code, is entitled to the alternative tax treatment, is deductible
in the determination of net income.

(7) Section 166 of the Internal Revenue Code does not apply, except the
provisions as to the basis for determining the amount of the deduc
tion for a bad debt. Section 593 of the Internal Revenue Code does
not apply. In lieu of the cited sections of the Internal Revenue Code,
debts ascertained to be worthless and charged off on the books of the
taxpayer within the income year may be deducted, or in the discre
tion of the department of taxation a reasonable addition to a reserve
for bad debts; provided, that when satisfied that a debt is recoverable
only in part, the department may allow the debt to be charged off in
part.

(8) Federal income taxes upon income derived or received from sources
in the State may be deducted.

(9) In the case of any life insurance company (as defined by the Internal
Revenue Code), which is determined to be a financial corporation as
defined by this chapter, sections 802, 804, and 818 of the Internal
Revenue Code do not apply. The total of the deductions allowed by
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sections 805 and 812 of the Internal Revenue Code shall not exceed 
the amount of the required interest, as defined by section 805, sub
sections (c) and (d) of the Internal Revenue Code. 

(10) In the case of the sale or exchange of a bond, debenture, note, or
certificate or other evidence of indebtedness, section 433(a) and (b)
of Public Law 91-172 shall apply."

SECTION 2. New material is underscored. In printing this Act, the 
revisor of statutes need not include the underscoring.* 

SECTION 3. This Act, upon its approval, shall take effect on January 
1, 1975. 

(Approved May 6, 1975.) 

*Edited accordingly.
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