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STATE OF HAWAII
DEPARTMENT OF HUMAN SERVICES
P.O. Box 339
Honolulu, Hawaii 96809-0339

March 14, 2012
MEMORANDUM

TO: The Honorable Roy M. Takumi, Chair
House Committee on Education

FROM: Patricia McManaman, Director
SUBJECT: S.B. 2969, S.D. 1 - RELATING TO EARLY LEARNING
Hearing: Wednesday, March 14, 2012; 2:10 p.m.
Conference Room 309, State Capitol

PURPOSE: The burpose of S.B. 2968, S.D. 1 is to require the Department of
Taxation to allow a taxpayer to designate that a specified amount of the taxpayer's
income tax refund be paid to the early learning trust fund.

DEPARTMENT’S POSITION: The Department of Human Services (DHS)
supports the intent of this bill as it would generate revenue to maintain and expand early
learning initiatives.

We defer to the Department of Taxation on the feasibility of implementing the
refund designation.

Thank you for the opportunity to provide comments on this bill,

AN EQUAL OPPORTUNITY AGENCY



Hawaii State House of Representatives
House Committee on Education
Testimony by
Early Learning Council
March 14, 2012
2:10 p.m.

Capitol Room 309
SB 2969, SD 1 — Related to Early Learning

Chair Takumi, Vice Chair Belatti and Committee Members:

The Early Learning Council (“ELC”) offers this testimony in support of SB 2969, SD 1,
related to early learning. This bill would require the Department of Taxation to allow a taxpayer
to designate (or "check off™) that a specified amount of the taxpayer's income tax refund be paid
to the early learning trust fund.

Established under Act 14, First Special Session 2008, the Early Learning Council is
entrusted with the development and administration of the state’s early learning system. The ELC
seeks to establish a cohesive, comprehensive, and sustainable early learning system that ensures
a spectrum of quality early learning opportunities for young children from their prenatal period
until the time they enter kindergarten. As such, the ELC focuses upon four essential areas: Early
Education and Care; Health; Parent Education and Family Support; and Workforce and
Professional Development.

Since its inception, the ELC has completed and received approval for a statewide early
childhood system framework, has partnered and provided advice on the development of a State
Quality Improvement and Rating System, has supported the drafting of professional competence
requirements for early learning practitioners, and most recently completed a Fiscal Mapping
study (funded by the Omidyar Foundation) to measure the resources currently available in the
State for Early Childhood services (e.g. education, health, nutritional and social services, special
education services and family and professional training and development.

The Council supports creative methods for establishing funding for early learning and
supports advancing this bill. We look forward to continuing to work collaboratively and
- proactively with the legislature and the broader community. Thank you for the opportunity to
testify.

Respectfully Submitted,

Dr. Robert Peters
Chair, Early Learning Council



Hearing date:
Wednesday,
i March 14, 2012,
Good @ Begmmngs Alllance* 2:00 pm,
v Voices For Hawall's Chﬂdren : House Education
o Committee
To: Representative Roy Takumi, Chair
Representative Della Au Belatti, Vice Chair
From: Elisabeth Chun, Executive Director
Good Beginnings Alliance
Date: Wednesday, March 14, 2012, 2:00 p.m.
Conference Room 309
Subject: Senate Bill 2969 SD1 Early Learning System Funding; Income Tax Refund
Check-Off

The Good Beginnings Alliance is a policy and advocacy organization focused on Hawaii’s
youngest children and their families. We strive to ensure a nurturing, safe and healthy
development for all children from pre-birth to age eight. The following information is provided
to help you in your decision-making process regarding the proposed income tax refund tax-
check-off for the Early Learning System:

o This bill will allow Hawaii’s taxpayers to show their commitment for early learning.

e A Ward Research poll of registered voters conducted in 2011 showed that 71% would be
willing to increase their taxes by at least $25 to fund young children’s services.

¢ We must invest early in a child’s life, and this bill will help provide a start of funds
needed to support our keiki as well as prove the level of public support for young
children,

e However, a State investment for early learning will still be needed as the major
component of funding to support young children’s services.

Hawaii’s young children are in need, and a fully funded State Early Learning System is needed
to ensure all of our keiki are safe, healthy, and ready to succeed by the time they enter
kindergarten.

Unfortunately, we have seen a continuing decrease in the number of kindergarten students
entering school without previous preschool experience. We are also concerned that 1 out of 3
third grade students were not reading at grade level in 2011 according to the Hawaii State
Assessment. World renowned experts ranging from Dr. Jack Shonkoff at Harvard University’s
Center for the Developing Child to Dr. James Heckman, Nobel Winner in Economics from the
University of Chicago, have proven through their research that investing in the early years has
the biggest value.

Below is the result from a Ward Research public opinion poll showing support for an increase in
taxes to fund children’s services.
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Ward fesearch, Inc. » B28 Fort Street, Suita 250 * Honolulu, Hawali 96813 « Phone: (808) 522-5123 « Fax: (808) 522-5127

Mahalo for your consideration and your support. For more information contact: Good
Beginnings Alliance; phone: 531-5502; Ichun @ goodbeginnings.org
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YOUNG CRILDREN

Representative Roy Takumi, Chair
Representative Della Au Belatti, Vice Chair
HOUSE COMMITTEE ON EDUCATION

From: Katherine Murphy, Executive Director
~ Hawaii Association for the Education of Young Children (HAEYC)

Date: - Wednesday, March 14, 2012
Subject: SB 2969, SD1 RELATING TO EARLY LEARNING

SB 2969, SD1 would require the Department of Taxation to allow a taxpayer to designate, or
“check off,” that a specified amount of the taxpayer’s income tax refund be paid to the early
learning trust fund. The Hawaii Association for the Education of Young Children (HAEYC)
offers this testimony in support of SB 2969 and would like to ask for your consideration of the
following amendments:

1. The creation of a check-off box allowing taxpayers to designate their tax return to a
single trust fund that supports early childhood development instead of a fund that
supports multiple early childhood causes.

2. Remove the $25 donation ceiling and add a minimum of one to three dollars.

HAEYC would like to continue to be a positive contributor to ongoing policy conversations
about Hawaii’s children. Our volunteers and staff would be happy to provide you more
information to facilitate your decision-making. Please contact us at 942-4708 or
haeyc@hawaiiaeyc.org.

HAEYC represents nearly 1,000 members who are early childhood development and educational
professionals across the state.

HAEYC’s mission is to prorﬁote, support, and expand quality and professionalism in early
childhood programs and services for Hawaii’s children (0-8) and their families.

Katherine E. Murphy
Executive Director
HAEYC

Qur mission is to promote, support, and expand quality end professionalism in early childhood programs and services
for Hawai'i’s young children (0-8)} and their fomilies.
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TAXBILLSERVICE

126 Queen Street, Sulte 304 TAX FOUNDATION OF HAWAII * Honolulu, Hawali 96813 Tel. 536-4587
SUBJECT: INCOME, Tax checkoff for the early learning trust fund
BILL NUMBER: SB 2969, SD-1

INTRODUCED BY: Senate Committee on Ways and Means

BRIEF SUMMARY: Adds a new section to HRS chapter 235 to allow individual taxpayers whose state
income tax refund for any taxable year is $25 or more, to designate $25 to be paid to the early learning
trust fund. For joint taxpayers with an income tax refund of $50 or more, each spouse may designate
$25 into the fund. Directs the director of taxation to revise the state income tax forms as necessary.
Allows designations to be made by filing an amended income tax return if filed within 20 months and 10
days after the due date of the original return.

Adds a new scction to HRS chapter 302L to establish an early learning trust fund to be administered by
the early learning council.

EFFECTIVE DATE: Tax years beginning after July 1, 2050

STAFF COMMENTS: This measure adds the early learning trust fund to the growing list of programs for
which taxpayers due an inconie tax refund may designate all or a portion of that refund.

A survey by the Federation of Tax Administrators found that the states that utilize checkoff programs
have been experiencing a decline in the amount of moneys designated though the checkoff mechanism.
The survey also found that due to the administrative costs associated with the checkoff programs, states
which currently have the checkoffs are looking to adopt expiration clauses and other means to remove
the less productive checkoffs. Lawmakers seem to view such checkoffs as absolution of their
responsibility to deal with such problems by turning the response directly over to the taxpayer.
However, in the long run, the cost of administering the checkoff merely siphons resources that should
otherwise be used for providing needed public services. If lawmakers believe that earmarking funds
through a checkoff system is appropriate, then they might consider placing 4ll programs on the state
income tax form for designation and consider repealing the legislative body as there will be no reason
for the legislature to exist because decisions will have been made by the income taxpayer.

If lawmakers believe certain programs are of great importance, then they can prioritize those programs
through the appropriations process. With the Hawaii tax burden already so heavy, why should taxpayers
turn any more of their hard earned dollars over to government? What lawmakers also do not recognize
is that by creating these checkoffs, they add to the cost of administering the law, a cost which steals
funds from other programs like those enumerated for a checkoff designation. Obviously early learning is
not a high priority as it is not deserving of an outright appropriation of general funds which should
reflect the support of the broader community but the sponsors of this measure believe it should be
funded with a voluntary checkoff on the income tax retum.

Digested 3/12/12

75(d)
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From: Roma Johnson [RomaJ@hawaii.rr.com]
Sent: Monday, March 12, 2012 10:47 AM

To: EDNtestimony

Subject: SB29695D1

I am writing in support of the Early Learning System Funding: Income Tax Refund Check-Off. Early learning programs
are essential for Hawaii's young children, and we all know that we cannot provide supports and programs without funding.
Please support this bill. ,



FREDERICK D, PABLO
DIRECTOR OF TAXATION

NEIL ABERCROMBIE
GOVERNOR

BRIAN SCHATZ RANDOLF L. M. BALDEMOR
L7. GOVERNOR CEPUTY DIRECTOR
STATE OF HAWAII
DEPARTMENT OF TAXATION
P.CL BOX 250
HONOLULU, . HAWAN 96809
PHONE NO: (308} 587-1540
FAX NO: (808) 587-1560
To: The Honorable Roy Takumi, Chair,
and Members of the House Committee on Education
Date: Wednesday, March 14, 2012
Time: 2:.10PM.
Place: Conference Room 309, State Capitol
From: Frederick D. Pablo, Director
Department of Taxation

Re: S.B. 2969 S.D. 1, Relating to Early Leamning

The Department of Taxation (Department) appreciates the intent of S.B. 2969 $.D. 1, but
is opposed to the bill due to the impact it will have on the Department’s limited budget and
staffing resources, if adopted.

S.B. 2969 S.D. [ proposes to allow taxpayers, with an income tax refund of $25 or more,
an option to designate $25 (or $50 in case of a joint return) to the newly established early
leaming trust fund. S.D. 1 amends the effective date to July 1, 2050 to promote further
discussion.

While the Department understands and appreciates the intent of this bill, the Department
cannot support any request which will require changes to its forms and computer system, unless
the changes are essential for taxpayer compliance. As the Legislature is aware, the Department
has an outdated computer system with significant functionality issues. Staffing resources
necessary to develop and implement modifications to the system also are insufficient. As a result
the Department’s limited resources must be prioritized to address other significant projects that
will ocour over the next few years, and respectfully request that no new projects be imposed on
the Department.

Ll

Thank you for the opportunity to provide comments.



