STAND. COM. REP. NO.J ISD

Honclulu, Hawaii

MAR 2 0 2008

RE: H.B. No. 2778
H.D. 2
§.D. 2

Honorable Colleen Hanabusa
Pregident of the Senate
Twenty-Fourth State Legislature
Regular Session of 2008

State of Hawaii

Madam:

Your Committee on Economic Development and Taxation, to which
was referred H.B. No. 2778, H.D. 2, $§.D. 1, entitled:

A BILL FOR AN ACT RELATING TO TAX CREDITS,"
begs leave to report as follows:

The purpose of this measure is to create an incentive for
small businesses to purchase long-term care insurance for their
employees by providing a tax credit for the payment of their long-
term care insurance premiums.

Testimony in support of this measure was submitted by the
Department of Taxation, the American Council of Life Insurers,
Kokua Council, National Association of Insurance and Financial
Advisors, and The Chamber of Commerce of Hawaii. Comments on this
measure were submitted by the Tax Foundation of Hawaii.

Your Committee finds that this measure could provide a very
worthwhile incentive to encourage employers to make long-term care
insurance available for their employees, which would in turn
reduce the future financial burden on the State for the costs of
long-term care.

Your Committee received a fiscal impact statement from the
Department of Taxation that this measure, ag intrcoduced, would
result in an annual revenue leoss to the State of approximately
$900,000, beginning in fiscal year 2010. Their methodoleogy is as
follows:
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Based upon the best estimate from the long-term care
industry, employers pay between $5 and $15 in premiums per
employee each month, It is estimated that approximately 50,000
employees have long-term care insurance provided to them through
their employer. It is alsoc assumed that emplovers pay $120 in
premiumg per employee each year for long-term care insurance. A
fifty per cent tax credit on those premiumsg would be egqual to $60.
According to the Hawaii State Data Book of 2006, 490,682 workers
were employed in 2005 and fifty-nine per cent of those employees
were employed by small businesses. The Department of Taxation
asgumed employers purchased long-term care insurance for fifty per
cent of small business employment share, i.e. approximately thirty
per cent. Thus, approximately 15,000 employees had their long-
term care insurance covered by their employers (506,000 x 30%).

The total tax credits from the long-term care insurance would
amount to approximately $900,000 ($15,000 x $60) each year.

Your Committee has amended this measure by changing the
effective date to July 1, 2050, and applying the tax credit to
taxable vears beginning after December 31, 2050.

As affirmed by the record of votes of the members of your
Committee on Economic Development and Taxation that is attached to
this report, your Committee is in accord with the intent and
purpose of H.B. No. 2778, H.D. 2, S.D. 1, as amended herein, and
recommends that it be referred to the Committee on Ways and Means,
in the form attached hereto as H.B. No. 2778, H.D. 2, 8.D. 2.

Respectfully submitted on
behalf of the members of the
Committee on Economic
Development and Taxation,

CAROL FUKUNAG;/, Chair
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The Senate
Twenty-Fourth Legislature
State of Hawaii

Record of Votes
Committee on Economic Development and Taxation
EDT
Bili / Resotution No.:* Committee Referral: Date:
Wh 1118 Wt 5o WSP, DT, WAM g ot

D The committee is reconsidering its previcus decision on this measure.

If so, then the previous decision was 1o

The Recommendation is;

[ ] Pass, unamended [ A Pass, with amendments | | Hold [ ] Recommit
2312 2311 2310 2313

Members Aye Aye (WR) Nay Excused
FUKUNAGA, Carol (C) v

BAKER, Rosalyn H.

'ENGLISH, J. Kalani.

IGE, David Y.

TOTAL 4 2z
Recommendation:
B Adopted D Not Adopted
Chair's or Designee’s Signature: M/ W
Distribution: Qriginal Yellow Pink Goldenred

File with Committee Heport Cleri's Office Drafting Agency Committes File Copy

*Only gne measure per Record of Votes

Revised: 10/22/07



