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SUBJECT: INCOME, Small business long-tenn care insurance premium tax credit 

BILL NUMBER: SB 1204 

INTRODUCED BY: Tsutsui 

BRIEF SUMMARY: Adds a new section to HRS chapler 235 to allow taxpayers who own a small 
business to claim a small business long-tcnn insurance premium credit of tile lesser 0[$500 per employee 
or 50% of the premiums paid for each employee. Credits in excess ofa taxpayer's income tax liability 
may be applied to subsequent liability. Defines "small business" as a for-profit enterprise consisting of 
fewer than 100 full-time or parHime employees. 

Stipulates that the tax credit when claimed by: (\) either an individual resident taxpayer or a husband and 
wife filing a joint return that own a small business, provided that a resident husband and wife filing 
separate tax returns for a taxable year for which a joint return could have been filed by them, shall claim 
only the tax credit to which they would have been entitled under this section had a joint return been filed; 
or (2) a small business that is a corporation, partnership, limited liability company, or other form of 
business entity, may be claimed only once in the taxable year with respect to the small business . 

Claims for the credit must be fi led within twelve months of the close of the taxable year or be waived if 
not filed on lime. Requires the director of taxation to prepare the necessary forms to clainl and validate a 
claim for the credit. 

EFFECTIVE DATE: Upon Approval 

STAFF COMMENTS: This measure provides an incentive in the form of an income tax credit to encourage 
employers to purchase long-term care insurance premiums for their employees by alJowing the employer 
to claim a credit for a portion of the premium costs for such insurance. While the credit may seem 
minimal, buying a group coverage for the minimal level of coverage would o pen the door of awareness 
for more employees of the need for this type of care in the future. Accessing this type of insurance will 
not only increase awareness of this need, but may allow employees to trade up by paying an additional 
premiums, then this may be a way that the state addresses the challenge of long-ternl care. 

That sa id, one has to question whether or not taxpayers should subsidize the cost of such insurance 
without any indication of need on bchalfofthc small business for financial assistance. Perhaps the 
sponsors of the bill envision that this would encourage mom and pop stores to secure this coverage or 
perhaps a lunch wagon owner. However, the bill defines a small business as one that has less than 100 
fuJI-time employees. That definition could fit a brokerage firm, a software deve loper, or a private 
physician's office. If the intent is to make the public aware of the need to secure this type of insurance, 
then there arc means for informing and educating the pUblic. One of the chief reasons for consumer 
reticence in this area is the fear o f the unknown, that is not knowing anything about the options from 
which they can choose. 
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