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Re:  H.B. 18, Relating to Long-Term Care

 The Department of Taxation (Department) appreciates the intent of H.B. 18 and provides
the following comments for your consideration.

 H.B. 18 creates an income tax credit for the costs of long-term care insurance.  The credit
would be available to all taxpayers subject to Hawaii's income tax,  provided their adjusted gross
incomes (AGI) do not exceed certain thresholds.  The credit is a percentage of the long-term care
insurance premium payments up to a fixed cap per taxpayer per taxable year.  The AGI
thresholds, credit percentages, and cap amount are unspecified in this measure's current form.

H.B. 18 defines long-term care insurance and limits the credit to insurance costs for the
taxpayer and certain of the taxpayer's family members.  Thus, to enforce compliance the
Department must confirm that each claim is for a long-term care insurance contract and that each
contract is for the taxpayer or the taxpayer's family members.  Enforcement will also require the
Department to require taxpayers to attach their insurance contracts with their tax returns.  The
Department currently does not have the resources to ensure compliance with this credit.

 The Department notes that H.B. 18 does not specify whether the credit is refundable or
nonrefundable.  In general, refundable credits are more costly and create the potential for abuse.
for that reason, the Department prefers non-refundable tax credits, which are less problematic to
administer and promote compliance.
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The Department suggests that the bill be amended to make clear whether the credit is
refundable or nonrefundable.  In addition, language should also be added regarding the ability to
carryforward any unused credits, if the credit is nonrefundable.

 The effective date in section 3 of H.B. 18 applies this tax credit to taxable years
beginning after December 31, 2014.  Because this is a new tax credit, adoption will require the
Department to develop new forms, instructions, and computer system enhancements.  For these
reasons, the Department requests that the effective date be extended to taxable years beginning
after December 31, 2015.

 Thank you for the opportunity to provide comments.
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STATEMENT OF THE ILWU LOCAL 142 ON H.B. 18
RELATING TO LONG-TERM CARE

The ILWU Local 142 supports H.B. 18, which provides tax credits to resident taxpayers for
long-term care insurance premiums.

The Legislature is well aware of Hawaii’s rapidly aging population.  In 2012, Hawaii had the
highest percentage of residents over the age of 85 in the U.S.  This is the population that will
very likely require long-term services and supports, including nursing home and in-home
professional caregiver services.

Long-term care insurance is available to cover, at least in part, the cost of these services, but too
many Hawaii residents have not elected to enroll in these plans, in part because of the cost of
premiums and also because of limited coverage.  H.B. 18 provides a tax credit as an incentive for
residents to purchase long-term care insurance, either for themselves or for others.  A tax credit
would serve as both an incentive and a reward for those who assume responsibility for their long-
term care needs.

The ILWU believes that the State must be involved in helping those needing long-term care
services—either through tax credits for the purchase of long-term care insurance or through
some other financing mechanism that will make long-term care more affordable.

We urge passage of H.B. 18.  Thank you for considering our testimony.
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