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Section 5509 of the Revised Laws of Hawe.ii 1945, allows the deduc-

tion of the following sums in computing the net income of individuals 

(including fiducill.I'ies) taxable under the incom tax imposed by Chapter 

102: 

ha,.) 

C....>' 

(a) If single, or if married but not living with spouse, #1,000; 
(b) If married and living with spouse, or if head of family with 

dependents, $2,000; 
(c) If providing chief support for dependents (other than spouse), 

$200 for each dependent, 

This report attempts to ascertain and appraise the fiscal effects 

of eliminating these personal exemptions from the income tax law of the 

Territory, 

Summary of Conclusions 

The =rent exemptions for single persons and heads of families 

under Section 5509 are on a level with those most connnonly established by 

state income tax laws,, The exemption of $1,000 grnnted estates and trusts, 

liowever, is higher than average, while the $200 dependency exemption is at 

the lower limit of the range of state exemptions. 

Elimination of personal exemptions from the territorial income tax 

may be expected to add approximately $2,915,000 to the tux revenues, at 

current levels of tax rates and per capita income. To collect this addi­

tional revenue it is estiDl9.tod that the costs of tax administration would 

be increased by about $275,000, leaving a net accretion to territorial in­

come of approximately $2,640,000. 

The bulk of this new revenue would be paid by persons receiving less 

than $5,000 per year, the additional tax burden falling most heavily upon 

the heads of families. Persons with dependents would pay larger income 
taxes than single taxpayers, the tax increasing with the number of depend­

ents, Deletion of personal exemptions, therefore, would have the effect 

of removing much of the progressiveness now built into the income tax rate 

structure. 
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PERSDt1AL EXEMPTIONS illlDER THE HAWAII rncoME TAX 

1. Leval of Income Tax Exemptions: 
Hawaii and the Mainland 

The personal exemp~ions specified by Section 5509 -- $1,000 for single 

persons,l $2,000 for heads. of families, and $200 per dependent -- ap~•l'oximate 

those allowed under the income tax laws of most of the states whic'., im!)oso 

such levies. Thirty states and the m.strict of Cohm1bia now tax persO'J.a.J. in­

comes, and all but llew Hampshire grant deductions which increase with t 1,e 

number of dependents in the taxpayer's family. (-Seo Appendix 1). The uxo,p­

tions granted to single persons by all but sev,m states range from ~750 to 

fil, 500, 2 while the head-of-family allowances of all but six lie wi tM.n th,1 

range of $1,500 to $2,500, Delaware, Maryland, Montana, North Carolina, 

Oklahoma, Vermont, and Virginia grant ox:)mptions to single and IU3.I'riecl persons 

which are idontical with those of Hawaii. 

Compared with mainland levels, howev<ar, th-a allowance for clepe11dsmts 

made by the territorial income tax is low, with all but seven of tho stntes 

allowing an exe'.llption for each dependent which is larr;er th'cn the ,i200 de­

duction afforded under Section 5509. No state income ta:{ apj•lying to wages 

and salaries has a dependency e:;::emption less than ~\200,3 

lAs used throughout this report, "singlo persons" illclucl8 n_qrri~,.1 pcrsom1 
sepe.rateu from their spouses, and coo unable to claim tax ex0mptions on thsir 
behalf. 

2rncluding five statos which grent exonmtionn in thu for,n of cl•:cl11ct5 on., 
from the computed tax. Arizona, Iowa, and ['1i.nnosota, with •-ax-rato scl•cdul.es 
beginning at Off) por cent, permit the sincle ta:cpa;pr to dec'uct :;10 fro'.'! his 
tax bill, equivalent to an allowance of :l!,1,000 or less, cleprnding ur,on his 
taxable income, Wisconsin, also with a basic tax rate o~· 01,e uer cent, e.llow", 
the dc,ducticn of $i:l 1 while Krmtuck:,0 with rc'.te:o beginnin;c: at t1,10 pe:e cent,, 

afford& a $20 deduc"tion from thee single pEJr:son' s comput~,i kz. 

3The llew Hampshire tax on income from certab intangibles has a flat 
exemption of $200 for each taxpayer, 

https://scl�cdul.es
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Conversely, the $1,000 exemption afforded estates and trusts is among 

the higher range of such allowances under state tax laws, Of eleven states 

which make specific provision for the exemption of some fraction of fiduciary 

income, five allow a deduction of as much as $1,000, the exemption made by 

Section 5509, Kansas grants an exemption of $750; North Dakota, $500; l•bry­

land and New Hampshire, $200; while California differentiates between es­

tates and trusts, permitting the former a deduction of $1,500, against /\J.00 

for trusts, A similar differentiation is made by Minnesota, which allows a 

trust but half of the exempt5.on grunted estates ,4 

Shorn of its personal exomptions, the torri torial i;1co,,1e ta.z would be 

more comparable, in respGct to non-business income, to the gross incomG 

taxes now imposed by Indiana, Now l1e:idco, Waslii.ngton, and West Virginia, 

The latter three stateu, however, exclude al]. salaries and wages, while 

Indiana exempts $1,00~ of income to each taxpayer.5 ?he rates of these 

gross income taxos are also rrruch lower t~ian those which would obtain under 

a territorial income tax frow which Section 5509 had been eliminate•'. In 

Washington, the tax rate is graduated from 1/10 to ½per cent; in New ~fuxico 

it varies from 1/8 to 2 por cent; it is 1 pr cent on most incomes in 

Indiana; and in West Virginia, according to the occupation of the taxpa;;er, 

the rate varies from 1/5 to 7-4/5 por cent, with most incomes taxJ.bl8 at 1 • 
per cent or less, 

4neductions from the tax bill of ~5 and $10, respectively, (Cf. foot-
note 2.) • 

5Retailers are granted an exemption of $3,000. 

https://exempt5.on
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2. Estimate of the Additional Tax Yield 

Under the present, income tax law, most single persons deriving their 

income from wages and salaries or from dividends are not liable for terri­

torial income tax unless their income exceeds $5,000, In the case of heads 

of families, gross income may reach $8,000 or more before income tax lia­

bility is incurred. Three factors determine the level at which tho te1Ti­

torial income tax begins to apply: (a) the highly progrosGive federal in­

come tax, deductible from gross inco1110; (b) the two per cent compensation 

and dividends tax - entirely deductible from gros3 income, and thre,,­

fourths of which is applied as credit against the computed income tax; and 

(c) the levol of personal oxemptions, 

If person1ll exemptions were entirely eliminated, the effect would be 

to impose an income tax liability upon thousands of persons now reached 

under the compensation and dividends tax, but not by the income tax,6 The 

removal of personal exeruptj_ons would subject persons in the lower brackets, 

who now pay no income taxes upon their wages and saJaries, to new taxes 

ranging from about $10 to e30 or more. (Appendix 2). 

Additional tax liability would be added to those in middle and upper 

income brackets already reached under the preoP-nt tax law, A single person 

receiving a salary of $5,000, for example, should now pay about $6, but 

would have an income tax bill of $36 if his $1,000 exemption were removed. 

6According to the Office of the Tax Commissioner, approximately 130,000 
persons are excused from filing income tax returns by reason of their ])'lr­
sonal exemptions, under Section 5524 of the Revised Laws 1945, An addition­
al 145,000 with incomes entirely taxable by the compensation and dividends 
tax did not file, und8r regulations of the Tax Cormnissioner, (Letter from 
Earl W. Fase, Deputy Commissioner, dated Septeruber 12, 1947.) As a rosult 
of the tax rate increases enacted by the 19,~7 Territorial Legislaturo, and 
the issuance of new income tax regulations, a larg8 fraction of thG 275,000 
formerly excused will now have to file. 
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A married man receiving $20 1000 from salary and dividends would have 

approximately $80 added to his income tax which is now less·than $50 

{Appendix 2. ) 

Lacking current d~ta upon the distribution of income iu the Terri­

tory, as well (\S detailed information concerning the number of deper,demts 

among the groups hitherto not required to file tax returns, it 'is diffic,11t 

to estimate with any exactness the amount of additional tax revenue which 

would result from the deletion of personal exemptions, From statisticG of 

taxable income based upon 1947 returns (19/,6 income) supplied by the Office, 

of the Tax Commissioner, to which the new tax rates have been applied, it 

seems likely that the additional tax receipts would approximate $2,915,000, 

Table I indicates tho sources of the larger income tax colbctions. 

Table I.-Sources of Additional Income Tax Rovenus, 
if Personal Exemptions were Eliminated. 

GROUP BRACKET 

Taxable Income: 
Up to $5,000 ... $2,744,000 
$5,000 to $10,000 117,000 
$10,000 to $20,000 42,000 
Above $20,000 12,000 

Total 

This approximation of $2,915,000 is based upon reported and estimated 

net incomes received in 1946, Since that time personal incomes have con~ 

tinued to rise, and this factor would make the above estimate an under­

statement. An influence working in the opposite direction, however, is 

that under the increased effective rates which would be brought about by 

removing personal exemptions, there would b0 far gr,aater incentive for tax 

avoidance and evasion. It is assumed that these two offsetting forces are 
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of about the srune magnitude, and, therefore, no adjustment has been made in 

the estimate of additional income tax receipts. 

3. Increased Costs of Income Tax Administration 

Deletion of personal exemptions would add approximately 130,000 

annual income tax returns to the number received and processed by the 

Bureau of Income and Miscellaneous Taxes,? The Office of the Tax Commis­

sioner estimates that this additional administrative burden would neces­

sitate an increase in its stuff of 75 to 100 persons. The salaries of 

such a working force would approximate $250,000, 8 Additiono.l forms, bills, 

assessment notices, supplies, etc,, necessary to process 130,000 now re­

turns would cost about $25,000 yearly. Office equipment, such as desks 

and chairs, adding machin(is, typewriters, etc., for the lnrger staff ,muld 

require a capital expenditur,) of $75,000, not including provision of office 

space to house the addi tion'.11 personnel. Allowing a minimum of $275,000 

for annual operating costs, then,· at present levels of taxable personal in­

come, the elimination of personal exemptions would net the territol'ial 

government about $2,640,000 annually. 

4, Who Will Pay the Additional Taxes? 

The new tax burden created by deletion of personal exemptions from 

the income tax law would fall most heavily upon salary and wage-ertrners in 

the lower income brackets, particularly upon heads of families or those with 

dependents. As Appendix 2 indicates, a married man with two children, 

7This is over and above the &ddi tj_onal roturns which will be filed as a 
result of the increase in the basic tax rate from two to three per cent 
(Act 111, S, L. 1947) and the new regulations of the Tax Commissioner. 

81etter from Earl W. Fase, Deputy Commissioner, dated September 12, 1947, 

https://tion'.11
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earning $1,000 annually and now pEtying no income tax, would pay a tax of 

$12, or l. 2 per cent. Persons with the sruue number of dependents would 

also pay about l.2 per cent on an income of $2,000; but upon $4,000, the 

new tax would be less than l per cent. The additional income taxes which 

would be levied upon incomc,s already tax8d under the present law wonld 

approY..imate 7/S of one per cent on $8,000, ½of one per cent on ~,20, 000, 

and about 1/5 of one per cent upon an income of ~50,000, In a word, the 

tax increment cr,,ated by, deletion of P-'"rsonal exemptions would be regr,is­

sive. 

Appendix 2 also shows that larger amounts of additional revenue 

would be collectGd from those with depondonts than from single persons. 

This results from the larger (decluctible) federal income taxes paid by 

single persons, allowi,ng a lower tax liability wider the terri toriul in­

come tcix. Under the current law, y1is effect i8 offset by the higher 

personal exemptions afforded heads of families. If the exemptions were r8-

ruoved, however, the amount of torri toric.l tax would vary directly with the 

number of dependents claimed for focleral income tax purposes. 1'hus, the 

Hawaiian income tax paid by a person earning $3,000 woulcl be about $,?3 if 

singlo, $26 if married, and $32 if ho has two children. In th,3 /)5, 000 

bracket the tax li11bilities would approximato (;36, ,Y.39, o.nd i:V,6; while on 

11 salary of $8,000 the tax levfos would be appro:;d.mntoly :/\51, ;ii,59, and $69, 

respectively, for single person3, married persons, and ;nn.rricd p,,rsons, with 

two additional dependents. At the $20,000 income l8vul, D. singl,, person 

would pay a tax of about $127, but he would bo assessed \}145 if marriod and 

supporting two children. 

Because of the heavier tax liability which would be imposed upon 

heads of faruiliec., an exemption.less personal income tax would create the 



-7 

situation where a person with a lower income but more dependents would pay 

a larger tax than a man in a higher income bracket, but with fewer depend­

ents. For example, a person with three or more dependent children, earning 

$4,000, would have to paY, more than $40 for territorial income tax, while a 

single man earning $5,000 would pay about $36. The head-of-family earning 

$2,000 annually would be taxed slightly more than the single man raaking 

$3,000, while the tax on the $3,000 income of a family head would exceed 

that on the $4,000 received by a single person. 

5. Comparative Tax Burden Upon Wages, Salaries, 
and Dividends 

To attempt a comparison of the taxes paid out of salaries and wages 

in the Territory with those imposed by five states, Appendix 3 shows the 

tax levies upon income at four levels: $2,000; $5,000; $8,000; and $50,000. 

Of the states chosen ~or comparison, Virginia affords personal exemptions 

identical with those of Hawaii; those of California and New York are higher; 

while those of Idaho and Kansas are lower than the exemptions of this Terri­

tory. 

Most persons in Hawaii earning less than e,s,ooo now pay little or 

no income tax, but do pay two per cent upon their wages, salaries, and divi­

dends, under Chapter 98 of the Revised Laws. On incomes above $8,000 from 

these sources, the income tax gradually increases, reaching about $95 for a 

single person receiving $50,000 -- a tax of less than 1/5 of one per cent. 

To ascertain tbe relative tax burden upon wages, salaries, and divi­

dends, it is more meaningful to include the two per cent compensation and 

dividend tax levied by the Territory -- a tax without personal exemptions 

and therefore without a counterpart among the tax systems of the states.9 

9The nearest counterpart at the state level is the one per cent Indiana 
gross income tax, which grants a personal exemption of $1,000, • 
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Appendix 3 shows that when personal income and compensation tax levies are 

combined, the resident of Hawaii earning up to $5,000 now pays a heavier 

tax upon his salary or wage than he would in any of the five. states selected 

for comparison. Above $8,000, the total income and compensation tax pay­

ment becomes coll!Parable with the average income tax of the five states, but 

in the upper brackets - $50,000 or more -- the combined Hawaiian taxes be­

come relatively light, being exceeded by the income t.<ixes of California, 

Idaho, New York, and Virginia. At this inccme level, only Kansas among the 

five states has a smaller income tax upon salaries and dividends than does 

Hawaii, 

If personal exemptions wore deleted from the territorial income tax, 

the resulting combined income and compensation tax assessments on low and 

middle-bracket incomes· would exceed the income tuxes imposed by any state 

in the Union. In tho upprJr incom~ ranges above $10,000, however, the taxe;s 

on income paid by salary or dividend recipients in Hawaii would continue to 

fall short of thosG imposed by California, Idaho, New York, and Virginia, 

among the states selected as bases for comparison. (Appendix 3.) 

6. Impact Upon Taxation of Business Income 

1'he effect of eliminating personal exemptions upon taxation of busi­

ness incomes would be similar to that upon the taxation of wages and 

salaries. The added tax would be heaviest, both in absolutn ll!d relative 

terms, upon those with dependents. Rele.tively, the addiUonal tax burden 

would fall most h0avily upon businessmen in tho lower income brackets. 

These results are shown in Table II, below, which also indicates 

that the added amount of tax would be substnntially the same for parsons 

with an identical number of dependents, r8gardloss of the size of their 
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incomes. As in the case of wage and salary earners, the tax increment would 

vary with the number of dependents, Mar:i:'ied persons with two or more 

children, for example, would have an additional tax liability more than 

double that assessed upon the incomes of single persons. 

Table II,--Te.xation of Business Income: Current and Proposed 
Income Tax Laws. 

Present Tax Unrinr
Net Incomes Dependency Status Incre,1soTax Proposed L,w 

$3,000 Single $ 38 $ 68 $ 30 
3,000 Married-no childron 11 71 60 
3,000 Married-two children 5 77 72 

$ 5,000 Single $ 81 $111 $ 30 
5,000 M-irried-no childrcm 54 114 60 
5,000 1-'.iarried-two children 48 121 73 

$ 8,000 Single $141 $175 $ 31, 
s,ooo Married-no children 11(, 179 63 
8,000 Married-two children 110 1;:.~9 79 

$20,000 Single $387 $.\.27 ~·<lP 40 
20,000 Married-no childr~n 349 429 80 
20,000 Married-two children 345 4-1,.5 100 

$50,000 Single $81,5 $890 $ 45 
50,000 Married-no children 815 905 90 
50,000 Married-two children 810 919 109 

aNet of business expenses, bad debts, losses, etc., but not net of 
personal exemptions, federal income tax, contribPtions, etc. In com­
puting the tax, .a deduction of ten per ccmt was mad2 to allow for c,ll 
personal deductions other than the federal income wx and the exmap­
tions discussed in this report. 

TERRITORY OF HA1/AII 



APPENDIX 1. 
RATES AfID PERSONAL WEi!PTIONS LllDErt HAWi,II AND STATE INCOME TAX LAWS 

I lfJEr.::-ied, head For each 
S t a t e Tax Rates I Unmarried

of fawily Dependent ! 
Alabama lfi, on first $1,000 to $1,500 $3,000 :i.\300 

51,, over t;5, 000. I 
Fiduciill'"'}-

Arizona 1% on first $2,000 to $10 from tax :$20 from tax $4 frol'l tax 
4~ over :;9, 000 

Arkansas 1% on first $3,000 to $2,500 1l3,500 $400 . Deceased I s exemptions 
5% over $25,000 

. . . 
California 1% on first $10,000 to $3,000 $4,500 $400 

6% over $30,000 
Estate ,t1 ~oo- trust ,. ' ..,. ' 
$100 

Colorado 1% on first $1,000 to 
10% over $10,000 $750 $1,500 $750 

Delaware 1% on first $3,000 to $1,000 $2,000 !200 
3% over $10,000 

District of 1% on first $5,000 to $1,000 $2,500 $400 
Columbia 3% over $20,000 

Georgia 1% on first $1,000 to $1,000 $2,500 $400 $1,000 
7% over $20,000 

HAWAII 3% on first $5,000 to $1,000 $2,000 $200 $1,000 
6% over $100,000. 

Idaho l½,\; on first $1,000 to $700 $1,500 $200 
8% over $5,000 

Iowa 1% on first $1,000 to $10 from tax $20 from tax $5 from tax 
5% over $4,000 

Kansas 1% on first $2,000 to $750 $1,500 $200 $750 
4% over $7,000 

lwhere specifically provided in income taz act. 
~ 
0 



RATES AllD PERSONAL EXE!1PTIONS UNDER F.AWAII AND STATE INCOME TAX LA1.vS - (Continued) 

S t a t e Tax Rates Unmarr:-ed Married, head 
of f'e.m:lly 

For each 
Dependent 

Fiduciaryl 

Kentucky 

Louisiana 

2% on first $3,000 to 
5% over $5,000 

2% on first $101 000 to 
6% over 050,000 

$20 from tax 

$1,0002 

$50 from tax 

$2,5ooJ 

$10 from tax 

$400 

Maryland 5% on investment income; 
2t,t other income 

$1,000 
. 

$2,000 ;;;400 $200 

Ma.ssachuse t ts 6% on investment income; 
13//4 other income 

$2,000 $2,500 $250 .. 

Minnesota. 1% on first $1,000 to 
10% over $20,000 

$10 from tax $30 from tax $10 from tax Estate ,,.110; 
,$5 

trust 

Mississippi 1% on first $4,000 to 
6% over $25,000 

$1, 000 $2,500 $400 $1,000 

Missouri 1% on first $1,000 to 
4% over $9,000 

$1,200 $2,400 $400 

Montana 1% on first $2,000 to 
4% over $6,000 

$1,000 $2,000 $300 

New Hampshire Only ort income from 
inta.ngibles4 

11 $200 of each income otherwise taxable" 

New ~xico 1% on first $10,000 to 
4% over $1001 000 

$1,500 $2,500 $200 $1,500 

2$2,500 for veterans of World War II. 

3$5, 000 for veterans of World War II. 

4Tax levied at "average rate of taxation . . . upon other property. 11 Varied from 3 to 3½% between 1935 
and 1945. ~ 



RATES AND PE.1:SONAL EXEMPTIONS UllDER HAHA!I AND .STti.TE INCOME TAX LAWS - (Continued) 

I Ma~,ricd, hsad For each S t a t e Ta.'C Rates Unm-arried Fiduciaryl I of Fair.il~~ Deoendent 
·-

New York 2~ on first Jl,000 to $1,000 $2,500 \;,400 $1,000 
7:-;, over $9, 0005 

North Carolina 3% au first $2,000 to $1,000 $2,000 $200 $1,000 
7'.Z over ;;,',10, 000 

North Dakota 1% on first $2,000 to $500 $1,500 t,500 $500 
15% over ,;15, 000 

Oklahoma 1% on firot $1,500 to $1,000 $2,000 .-$500 
6'.Cb O'te~ $7, 500 

Oregon 2% on first $500 to $500 $900 $300 
8% over ;;;s,ooo 

South Carolina 2% on first $2,000 to $1,000 $1,800 $200 
5% over $6, 000 

Utah 1% on first $1,000 to $6006 $1,2007 $300 
5% over $4,000 

Vermont 4% on inta.~gibles; 2% $1,000 $2,000 $250 
on other income 

Virginia lf,l\ on first $1,000 to $1,000 $2,000 $200 
3% over $5,000 

Wisconsin 1% on first $1,000 to $8 from tax $17.50 from $4 from ta.x 
7% over $12,0008 tax 

5Rates are reduced by 50% for income arising from net capital gains and on all income during fiscal 
years 1946 and 1947. 

6$2,700 for veterans of World War II. 
7$3,300 for veterans of World War II. 
8p1us surtax computed by deducting personal exemptions plus $37.50 from normal tax, and dividing remainder

by six. 
 

...,I 

l\J 



APPENDIX 2. -13 

TAX LIABILITY UNDER PRESENT AND PROPOSED 
TERRITORIAL INCOME TAX LAWS 

Dependency 
Status 

Income from 
Wages, Salary, 

Dividends 
Present

Taxl

Tax, if no 
Personal 

Exemntionsl 
Increase!

Unmarried 
Married-no children 

$1,000 
1,000 

$ 0
0 

$ 10 
12 • 

$ 10 
12 

Married-two children 1,000 0 12 12 

Unmarried 
Married-no children 
Married-two children 

$2,000 
2 oco 
2:000 

$ 0 
0 
0 

~ 17 " Fl
21,

$ 17
19
24 

Unmarried 
Married-no children 

$ J ,ooo 
3,000 

$ 0 
0 

(~ 23 
26 

$ 23 
~r 
,;:.1_)

Married-two children 3,,000 0 32 32 

Unmarried $ 4,000 $ 0 ,, 
•W 30 11P 30 " 

Married-no children 
Married-two children 

4,000 
4,000 

0 
0 

3< 
39 

33 
39 

Unmarried $ 5,0CO $ 6 $ 36 $ 30 
Married-no children 
Married-two children 

5,000 
5,000 

0 
0

JC}

46 
39 
46 

Unmarried 
Marr~ed-no children 

$ s,ooo 
8,000 

$21 
0 

,,
·c 55 

60 
~~ 34 

6CJ 
Married--two children 8,000 0 69 69 

Unmarried 
Married-no children 
Married-two children 

$20,000 
20,000 
20,000 

i7s 
48 
51 

~~1118 
128 
11/1 

Ii~ 40
80
q',0

Unmarried 
Married-no children 
Married-two children 

:l50,ooo·
50,000 
50,000 

$79 

i3
:i1124 

13[j
167 

~~:., 45 
90

107 
..-· 

lRounded off to nearest dollar. 
As illustration of the wthod hy whicb the tax liabilities we1·e 8st:c­

rnated, th0 tax upon a siagle person Garning $5,000 is computed below: 

Under Pros£int Law Under Fropo@_<Ll·"H 

Gross Income . , . . , . , . $5,000 
Less federal income tax $ 793 $ 793 
Less 10% of gross income 

(deductible taxes, con­
tributions, interest, 
etc.) 500 500 

Less personal exemptions 1,000 2,293 1,293 

Taxable Income . $2,707 f;J, 707 

Taxable Income $2,707 $3,707 
Tax rate .03 _____._Q,2 

Income tax $81.21 $111.21 
Less 3/4 of compensa­
tion-dividends tax 72,00 ....72.00 

Net Income Tax . . . . . . $ 6,21 $36.21 



PTe0en-:. Law P-roposed Law I Cali- Eew IVir:-Co''.lper.ss.tion- Inc,::mej Co~pensn.tion- IIdaho Kansas
II~:me Totsl TotaJ_ forria York ,i;iniaDiviciends Tax Tax Dividends Tro:: 

Ca.,e I: Annual Income of 1:2 000)1-:i:: ! 

(a) Un=ried ~) 0 $ 40 $ l+O $ 17 $ .~O $ 8~ 57 ,,;, 0 $ C· " $ 13" 121$ 
(b) Married-no children 0 40 40 19 40 159 0 0 0 2
(c) Married-two children 0 40 40 024 40 64 0 0 0 0

Case II: Annual Income of ~2,oool 
,, (a) Unmarried :jj; 6 $ 100 $ 106 $ 100 136 15 ·~ 36 "'~ $ 50 $ 58 $ 85 $ 39"' (b) Ms.rried-no children 0 100 100 39 100 139 0 --25 38 53 26

(c) Married-two children 0 100 100 46 100 146 0 14 32 39 22 

Case III: Annual Income of le8,ooo1 
(a) Unmarried $ 160 $ 181 $ 55 $ 160 $ 215 $ 42 $ ll0 $ 130 $ 195 $ 89
(b) Harried-no children 160 160 60 160 220 27 74 100 156 74ra(C) Married-two children 160 160 69 160 229 19 58 90 147 70 

Case IV: Annual Income of ,,2o, o~ol 
(a) Unmarried $ 79 $1,000 $1,079 $124 $1,000 $1,124 $1,520 $1,415 $1,265 $1,600 $771 
(b) Ma.--rried-no children 48 1,000 1,048 138 1,000 1,138 1,430 1,363 1,235 1,565 755 
(c) Married-two children 60 1,000 1,060 167 1,000 1,167 1,382 1,335 1,223 1,585 765 

lEntirely from wages, salaries, and stock dividends, based upon joint return of husband and wife. In each case, 
the income tax was computed after deducting personal exemptions, and 10 per cent of gross income, to cover interest, 
contributions, deductible taxes, etc. The federal income tax was deducted in estimating the taxes of Hawaii, Idaho, 
and Kansas; California, New York, lllld Virginia do not permit its deduction. Three-fourths of Hawaii's compensa- -
tion and dividends tax was deducted in computation of the Hawaii incoroo tax. 

I 

l::'. 
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APPENDIX 4. 

PERTINENT PROVISIONS OF THE REVISED LAWS OF HAWAII 
RELATING TO EXEMPTIONS FROM THE INCOME TAX. 

"SEC, 5503.1 Tax'on individuals. There shall be assessed, levied, 
collected and paid for each taxable year upon the net income of every 
individual doing business in or receiv:l.ng or derivi.ng incomo from so'.U'ces 
within the Territory, or income incJ.uded in gross income by sections 5505-
5507, a tax equal to the sti.'Il of the following: 

Three per centum of t,1e amount of net i·1oo;;i9 not hi e::cer:~ cf .c'ive 
thousand dollars; 

Three and c~1e-half pGr centuru of tLe cJ.mount o:c" n0 ':. inco_.1e in ex­
cess of five thousand do:j.lars but not in oxc,iss of t01, tiiouse.nd ,,ulJ.ur,s; 

Four per centum of th, !l:,:ount of :,ct in~om3 i:1. e:iccess of ki. thon­
sand dollars but not in 0;;cess of twe 1t" thousand rloJ..1.ars; 

Pour and onr3-half per centum of the amount of Let inr~ome: i!l e:X:C83S 

of twenty thousc1nc! dollars but not in excess of forty thousand cl,l} al's; 

Five per centum of tho amount of net incom, in e.::cess of forty 
thousand dollars but not in excess of seventy th01!sand dollars; 

Five and one-half per centum of the amount of net income in excess 
of seventy thousand dollars hut not in excess of one hundred thonsand dol­
lars; and 

Six per oentum of the amount of net income in excess of onn hundred 
thousand dollars. 11 

11 SEC. 5 504. Credits against tSJC. Thero shale. lx, credited e -;ainst 
the tax imposed by this chapter seventy-five p0r cent of the amount of 
any tax impo □ ed by chapter 98, which has been wi tlir,ld from, or pdrl by 
or on behalf of tho taxpayer, with respoct to an;r comp,,mc:ation or divi­
dends included in the return as gross income subject to tax. In tln 
event the ta."<: credit exceeds the tax imposed by this chc:ptor the amount 
of such excess nevertheless shall not be refunded." 

"SEC. 5509. Exemy,tions. In computing net income of individuals 
the following exemptions shall be deducted: 

(a) If single, or if msrried and not living with husband or wife, 
an exemption of one thousand dollars; 

lAs a.mended by Section 13 of Act 111, G. L. 1947. 

https://tiiouse.nd
https://inco_.1e
https://derivi.ng
https://receiv:l.ng
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(b) If married and living ,;ith husband and wife, or the head of a 
family with dependents, an exemption of two thousand dollars; and for 
each person (other than husband and wife) dependent upon and receiving 
his chief support from the taxpayer, if under eighteen years of age, in­
capable of self-support, 9r if under twenty-one years of ae:e and attend­
ing a recognized educational institution, an exemption of two hurn1red 
dollars; but in no event shall this larger exemption or tha exomption 
for the same dependent be deducted by both husband and wife; 

(c) An estate or trust shall be entitled to dc,duct an exe:npticn 
of one thousand dollars.... 11 


