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TESTIMONY BY WESLEY K. MACHIDA
DIRECTOR, DEPARTMENT OF BUDGET AND FINANCE

STATE OF HAWAII
TO THE HOUSE COMMITTEE ON HUMAN SERVICES

ON
HOUSE BILL NO. 1253

February 12, 2015

RELATING TO LONG-TERM CARE

House Bill No. 1253 establishes the following: a long-term care surcharge on

State tax to pay for claims for defined benefits under the long-term care financing

program; and the Long-Term Care Benefits Trust Fund, which shall be separate and

apart from the general funds of the State. The measure also makes an

undetermined general fund appropriation to the Department of Taxation for the

implementation and collection of the long-term care surcharge on State tax.

The Department of Budget and Finance strongly recommends that this

measure be deferred until thorough studies in the following areas are completed:

1) actuarial feasibility; 2) economic impact; and 3) operational requirements. This

long-term care program is a major social program akin to Social Security for Hawaii,

and prudence must be exercised in its implementation.
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MARIA E. ZIELINSKI
DIRECTOR OF TAXATION

To:  The Honorable Dee Morikawa, Chair
and Members of the House Committee on Human Services

Date:  Thursday, February 12, 2015
Time:  9:30 A.M.
Place:  Conference Room 329, State Capitol

From:  Maria E. Zielinski, Director
  Department of Taxation

Re:  H.B. 1253, Relating to Taxation

 The Department of Taxation (Department) appreciates the intent of H.B. 1253 and
provides the following comments for your consideration.

H.B. 1253 imposes a long-term care surcharge on the general excise and use tax.  The
Department of Taxation is to administer and collect the long-term care surcharge.  H.B. 1253
appropriates an unspecified amount to the Department for fiscal years 2015-2016 and 2016-2017
to startup the implementation and collection of the long-term care surcharge.  The long-term care
surcharge becomes effective upon approval.

H.B. 1253 also establishes a long-term benefits trust fund and a long-term care benefits
program.  The trust fund and program are to be administered by the Board of Trustees created
under chapter 346C, Hawaii Revised Statutes (HRS).  Eligibility under the long-term care
benefits program is fully vested by paying Hawaii resident income tax for ten years.  An
individual vests 10% of the total benefit for each year the individual pays Hawaii resident
income tax.  The bill requires the Board of Trustees to establish an alternative vesting procedure
for residents who are not required to file Hawaii income tax returns.

The Department notes that the proposed surcharge mirrors the county surcharge codified
in section 237-8.6, HRS, and section 238-2.6, HRS.  Similar to the county surcharge, the long-
term care surcharge is not imposed on transactions taxed at the 0.5 per cent or 0.15 per cent rates,
or on transactions that are tax exempt under chapters 237 or 238, HRS.
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As stated above, beneficiaries become fully vested by "paying Hawaii resident income
tax for ten years".  The Department suggests that the vesting rules be amended to clarify whether
a person must actually pay tax for ten years or merely file income tax returns as a resident for ten
years.  Additionally, reading subsections (a) and (b) together, it is unclear if the intent is for
beneficiaries to become fully vested after paying income tax in ten out of eleven tax years or
after paying tax in ten total years with a reduction for each year the beneficiary does not pay
income tax.  Which tax years the taxpayer must pay income tax in should also be clarified; that
is, whether the taxpayer must pay income tax in the ten tax years immediately preceding
receiving benefits or for any ten tax years throughout the taxpayer's life.

The bill also requires the Department to compile and transmit to the Board of Trustees
certain data within three months of the due date for income tax returns.  The Department
suggests that the due date be extended to no earlier than the end of the calendar year.  Many
income tax returns are filed after six months or longer extensions of the due date.  A due date of
three months after the income tax return due date in April would exclude many properly filed
returns.  The Department also requests that the language and requirements of sections 231-B and
231-C be merged or cross-referenced to ensure the requirements are not inconsistent.

The Department has concerns with the data sharing and confidentiality provisions of the
bill, particularly section 231-C. This section requires the Department to share taxpayer
information with the Board of Trustees and allows this information to be accessed by an outside
contractor administering the long-term care program.  Due to data sharing restraints placed on
the Department by the Hawaii Revised Statutes and the Internal Revenue Code, the Department
has serious concerns regarding the release of taxpayer information.  The Department suggests
that any confidential information should be transmitted directly from the taxpayer to the Board of
Trustees.

The bill also makes an appropriation to assist the Department in implementing and
collecting the surcharge.  Adoption of a new tax type will require extensive form and computer
system changes as this proposal creates a new tax type.  Therefore, if H.B. 1253 is adopted, the
Department requests an effective date of no earlier than January 1, 2017.

 Thank you for the opportunity to provide comments.
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From: mailinglist@capitol.hawaii.gov
Sent: Wednesday, February 11, 2015 8:14 AM
To: HUStestimony
Cc: norma.circle@co.maui.hi.us
Subject: *Submitted testimony for HB1253 on Feb 12, 2015 09:30AM*

HB1253
Submitted on: 2/11/2015
Testimony for HUS on Feb 12, 2015 09:30AM in Conference Room 329

Submitted By Organization Testifier Position Present at Hearing

Norma Circle Maui County Office on
Aging Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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February 12, 2014

The Honorable Dee Morikawa, Chair
House Committee on Human Services
State Capitol, Room 329
Honolulu, Hawaii 96813

RE: H.B. 1253, Relating to Long-Term Care

HEARING:  Thursday, February 12, 2015 at 9:30 a.m.

Aloha Chair Morikawa, Vice-Chair Kobayashi, and Members of the Committee:

I am Myoung Oh, Government Affairs Director, here to testify on behalf of the Hawai‘i
Association of REALTORS® (“HAR”), the voice of real estate in Hawai‘i, and its 8,400
members. HAR strongly opposes H.B. 1253, which establishes a long-term care surcharge on
state tax.

Hawaii's long-term care costs are among the highest in the country, and the costs continue to
increase.  However, we strongly oppose the funding mechanism proposed in H.B. 1253.
Increasing the GET through a surcharge is not the answer to solving this or other specialized
problems the State faces, and would exacerbate the already high cost of living in Hawaii.

HAR believes that, in the current economic environment, businesses and residents are
particularly sensitive to additional financial burdens imposed by government.  An additional half
percent (0.05) county surcharge increase in the GET will be especially burdensome for low-
income families, who have the least ability to afford a new tax that would apply so broadly to a
family’s basic needs such as food, medicine, and clothing.

The current GET rate is seemingly low, relative to the sales tax rate assessed in other states and
municipalities, studies have shown that, with the pyramiding effect of the GET, the effective tax
rate is considerably higher.  A 0.5% increase raises the stated GET tax rate to 4.5% (or 5.0% on
Oahu), but increases the effective rate by 12.5%.  The GET in Hawaii is applied to 160 of 168
good and services, the most of any state in the nation.  Consumers can ill afford a tax increase of
this magnitude in their general excise tax burden, when they are struggling today to afford other
necessities.  We just cannot continue to place the burden of rising costs on already overtaxed
citizens.

HAR would respectfully recommend an alternative in H.B. 18, which provides a long-term care
insurance tax credit. Too many Hawaii residents have not elected to enroll in these plans. A tax
credit may serve as both an incentive and a reward for those who assume responsibility for long-
term care needs.

Mahalo for the opportunity to testify in strong opposition to this measure.
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Testimony to the House Committee on Human Services
Thursday, February 12, 2015 at 9:30 A.M.

Conference Room 329, State Capitol

RE: HOUSE BILL 1253 RELATING TO LONG-TERM CARE

Chair Morikawa, Vice Chair Kobayashi, and Members of the Committee:

 The Chamber of Commerce of Hawaii ("The Chamber") opposes HB 1253, which
establishes a long-term care surcharge on state tax to pay for claims for defined benefits under
the long-term care financing program and makes an appropriation to the department of taxation
for costs of implementation and collection.

 The Chamber is the largest business organization in Hawaii, representing over 1,000
businesses. Approximately 80% of our members are small businesses with less than 20
employees. As the “Voice of Business” in Hawaii, the organization works on behalf of members
and the entire business community to improve the state’s economic climate and to foster positive
action on issues of common concern.

 We understand the intent of this bill to address long-term care needs. At the same time,
we oppose this new tax surcharge. This new tax will raise the GE to an effective rate of 5% on
Oahu and 4.5% in all other counties. This would be bad for both businesses and consumers as it
would increase the cost of doing business and raise prices for consumers.

 We respectfully ask that this bill be deferred. Thank you for the opportunity to testify.
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TO :  HOUSE COMMITTEE ON HUMAN SERVICES
Rep Dee Morikawa Chair

        Rep Bertrand Kobayashi, Vice Chair

FROM: Eldon L. Wegner, Ph.D.,
Hawaii Family Caregiver Coalition (HFCC)

SUBJECT: HB 1253 Relating to Long Term Care

HEARING: 9:30 am Thursday, February 12, 2015
Conference Room 329, Hawaii State Capitol

POSITION: The Hawaii Family Caregiver Coalition strongly supports HB 1253 which
proposes a surcharge on the General Excise tax to establish an insurance fund
which would pay benefits to qualified persons when they experience illnesses and
disabilities. The bill specifies the appointment of trustees to oversee the fund. The bill
proposes a 10 year vesting periiod and uses state income tax returns to verify
Hawaii resident status. Administrative costs of maintaining the program will be also
covered by the insurance fund.

RATIONALE:
I am offering testimony on behalf of the Hawaii Family Caregiver Coalition (HFCC),
which is a coalition of agencies and individuals committed to addressing the needs and
improving the ability family caregivers to provide quality care for their frail and disabled
loved ones.

1. The bill embodies the recommendation of the Long Term Commission established
by the Legislature in 2008 and whose results were reported to the Legislature in
January 2012.  The Commission undertook a comprehensive examination of the
state’s long-term care system and also considered numerous options for financing
long-term care services. Their conclusion was that a limited public insurance
program was the only viable means to make long-term care services affordable to
the broad population of Hawaii residents.

2. The bill proposes a limited public insurance program with a modest benefit of $70
per day for 365 days, which need not be consecutive. The benefit is in line with
federal and state policy to rebalance our long-term care system to rely more heavily
on home and community based services which would allow individuals to “age in
place” rather than be placed in expensive residential institutions. The benefit will be
adjusted by inflation and also by the financial outlook of the insurance fund.

3. The social insurance principle is that in order to provide broad protection to the
population and to keep the program affordable, everyone must contribute to the
insurance fund. Social Security and Medicare are based on the same principle. This
also follows the “personal responsibility” principle that everyone should contribute
towards their long-term care needs. The surcharge on the General Excise tax is a
viable means for achieving this.
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4. Although the benefit is limited, it provides a strong measure of support for families
to care for their loved one a home.  The program is envisioned as is a
public-private
shared responsibility, where costs beyond the benefit would be shared by the family
savings or, where possible, purchasing a supplemental private insurance policy.
Participants in the program would also be eligible for other assistance, such as
Kupuna Care, once their insurance coverage was exhausted.

5. Without this insurance program, reliance on general revenues will not enable our
state programs to meet the growing needs of our future population.  With this
program, we can reduce reliance on Medicaid and on expensive residential care for
most persons, and the state will experience significant savings.

Thank you for allowing me to testify on this important proposal.
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From: mailinglist@capitol.hawaii.gov
Sent: Wednesday, February 11, 2015 8:13 AM
To: HUStestimony
Cc: alohagirl777@hotmail.com
Subject: *Submitted testimony for HB1253 on Feb 12, 2015 09:30AM*

HB1253
Submitted on: 2/11/2015
Testimony for HUS on Feb 12, 2015 09:30AM in Conference Room 329

Submitted By Organization Testifier Position Present at Hearing
Ailina Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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From: mailinglist@capitol.hawaii.gov
Sent: Tuesday, February 10, 2015 10:21 PM
To: HUStestimony
Cc: cariagacora@yahoo.com
Subject: *Submitted testimony for HB1253 on Feb 12, 2015 09:30AM*

HB1253
Submitted on: 2/10/2015
Testimony for HUS on Feb 12, 2015 09:30AM in Conference Room 329

Submitted By Organization Testifier Position Present at Hearing
Maria Corazon E. Cariaga Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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From: mailinglist@capitol.hawaii.gov
Sent: Tuesday, February 10, 2015 10:03 PM
To: HUStestimony
Cc: cariagacora@yahoo.com
Subject: *Submitted testimony for HB1253 on Feb 12, 2015 09:30AM*

HB1253
Submitted on: 2/10/2015
Testimony for HUS on Feb 12, 2015 09:30AM in Conference Room 329

Submitted By Organization Testifier Position Present at Hearing
Maria Corazon E. Cariaga Individual Support No

Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov



TESTIMONY to House  Committee on Human Services

H.B. 1253 relating to Long-Term Care

           Thursday,  February 12, 2015

  9:30 AM  -- State Capitol Conference Room 329

Submitted in OPPOSITION  by:   Mary Smart, Mililani, HI 96789

Chair Dee Morikawa; Vice-Chair Bertrand Kobayashi and Committee Members:

1.  I most strongly OPPOSE this bill.

2.  It is a pretty sad commentary that the State population is aging.  Hawaii's population is
aging is due to the State's repressive policies, poor education results, government
regulations and taxation policies that drive our youth to leave the State.  A hostile attitude
concerning innovation and small business exists in our islands.  Nursing homes cost more
in Hawaii because most everything costs more in Hawaii.  We are one of the most highly
taxed states and as a result of every legislative session, the burden is made greater.  As
Forbes magazine reported:  "...Hawaii ranks as the worst place to make a living in 2014,
due to a cost of living that stands at 157% the national average and a poor work
environment score."

3.  Please consider that the solution to every problem in the world is NOT another
government program which requires new taxes.  Many government programs are the
cause of many of our social/fiscal problems.  If we weren't taxed so highly we could
return to the days where one bread-winner could support a family on the earnings from
one forty hour a week job.  Because of the taxes and high cost of living we experience in
Hawaii most families only survive with both parents working and sometimes one or both
of them having two or more jobs.    If the cost of living were not so high, parents could
stay home and feed, baby-sit their own children and when the time comes, care for their
elderly parents.  The tax revenues might be lower if a family member stays home but the
demands on State services would be more significantly reduced.  My father lived in my
home for about twelve years while he had Parkinson's disease. Taking care of Kupuna
is not burdensome.  It is a joy .  My father  was able to get loving care at very low
impact on family and the budget.  We learned about a lot of waste in the Medicare.
Medical costs could be reduced very easily without cutting services, however, when the
government is spending other people's money, being frugal isn't a high priority.

4.  As the legislature approves more and more unsustainable programs (rail, heath
exchanges, etc.), the oppressive tax burden causes problems in families. Financial
problems are one of the primary causes of divorce.  As families break-up more people
enter into poverty status and require more social services.  Instead of finding more ways
to burden a family, you should be finding ways to eliminate programs that are not



working and are too costly.  More families would become stable and prosper and we
could eliminate many social services programs.

5.  We have seen the poor results of government programs that are supposed to help the
elderly.  We were told Social Security money was protected in a "lock-box" and was safe
but we learned that the government has been spending the money as it is collected.
Social Security, a government solution to a problem, is not sustainable and might go
bankrupt in the not too distant future.  Furthermore, most people can't live on the small
sums that Social Security pays.  Locally, we have established special funds to cover
problems in emergencies (eg. hurricane fund).  But Hawaii's government has frequently
raided  the funds to pay for other things.   I don't expect any difference from a long term
care program.  The news is covered with articles about how the Cancer Center is
unsustainable due to lack of funding.  Cancer research could help extend lives, but lack of
good budgeting is putting the center in a precarious situation.  Do we want that to happen
to a long term care program?  Hawaii residents don't have any confidence that the State
can manage such a program.  Furthermore, the bill does not provide adequate justification
for the State getting involved in long term care.

6.  Medicare/Medicaid, and other programs make more promises to the elderly and poor
that they don't keep.   Now that government is trying to control the entire medical sector
of our economy, we have learned that the quality of care will decrease (we will see
physicians assistants and not doctors in most cases).  There will be panels to decide
whether to authorize care or deny care.  It is not a pleasant prospect knowing a
government bureaucrat will decide if your life has value instead of a family member.
The long term care that government would provide would be just as impersonal.  England
has implemented a program where people will be sent to  the lowest bidder nursing home.
The United States has had the best health care and care home environment while medical
insurance were in the private enterprise system.  since we had private insurance policies
and competition in the market place of nursing homes.  Unfortunately, the government is
destroying our medical expertise with Affordable Care Act mandates.   Instead of finding
way to innovate to give better care for less cost, governments, including attempts in
Hawaii, promote physician assisted killing.  (Hopefully, that won't be proposed this
legislative session.)  Those euthanasia ("death with dignity") programs accelerate death
instead of prolonging life.  The policy begins on a "by request" basis but rapidly turns
into doctor initiated terminations without individual or family permission.  People in the
Netherlands and Belgium are being euthanized at an increasing pace.  Doctors in Holland
say that euthanasia is out of control. Belgium allows euthanasia of children of any age.
Euthanasia is not health care but it does reduce health costs.  When government takes
over responsibility for care and costs, people will get the short end of the deal.  Don't do
us any favors/harm by considering to "help" us with our long term care.

7.  Yes, it is incumbent on the State to ease the financial burden placed on families but
this bill increases the burden, not lessen it. A "surcharge" IS burdensome .
Complicating the tax code structure is also burdensome .  There are ways to ease the
burden by reducing the cost of living.  Many of us would never let a loved one or allow



ourselves to be institutionalized in a care home and therefore should not be forced to fund
these wealth redistribution programs.

8.  A good way to make it possible to age in place is to implement a "Prop 13" type
property tax program in Hawaii.  That allows people to be able to afford their home even
if they happen to buy into a neighborhood that goes from affordable to "elite" over the
years while the income of the owner may be fixed.  Property taxes can force the elderly
out of their homes.  A simple stabilizing of property taxes would help people pay their
expenses in their twilight year.  Finding ways for the elderly to live within their means
instead of siphoning off percentages of their savings and investments is wrong, unjust and
unethical.  Lower cost housing options such as modular/mobile homes should be allowed.
Make more rental apartments available to bring young wage earners to Hawaii.

9.  Other ways to help the elderly afford care at the end of their life is to reduce energy
and transportation costs.  Our energy costs are excessively high compared to other states.
We need to be exempt from the Jones Act.  Instead of approving every high cost
experimental renewable energy program, it would be best to let people use fossil fuel
products.  There are many cheap and clean sources of energy.  We shouldn't let false
science and political correctness keep us from using inexpensive energy sources. China
is polluting, not the United States.  Let states that have balanced budgets pay more for
experimental energy sources than force a population that is already struggling due to the
high cost of products and the even higher taxation on those products (GET).

10.  Immediate savings could be garnered if we stopped the rail project.  As people age
they can not easily take mass transportation and yet we push on with the costly, elevated
eyesore, noise generating steel on steel, antiquated rail system that most people don't
want to ride for convenience, cost and safety reasons.  If  Hawaii would stop and cut our
losses now, that would greatly benefit the elderly.  Our kupuna need family to assist them
in their commute and often are too sickly to ride public transportation.  Private autos are
the best means of transport for the elderly who travel to doctors and hospital visits.  If
you won't stop the rail outright, let the people vote again now that we understand the
details and what services the rail system will and will not provide to the community.

11.  Finally, although not politically correct, but true just the same, the best way to ease
the burden on families is to encourage intact families of the father and mother and their
children.  The savings to the government and the likelihood of the family rising above the
poverty level are high.  These facts are well known, yet our legislatures and city councils
ignore the facts and create costly and unsustainable programs such as the one proposed in
this bill (as well as the bottle bill, the plastic bag bans, etc.) .   If less time was spent on
redefining the family and more on stabilizing them, long term care demands outside the
family would be reduced.

12.  Do not pass this bill.  It is unnecessary and not wanted.  Look for ways to cut costs
and bring our children back into the State to live and work.  We need to create a thriving
economy with many job opportunities in diverse disciplines.  More taxes impede job
creation.  Stop implementing programs such as this that increase our cost of living.
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