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On the following measure:
H.B. 753, RELATING TO AN INCOME TAX CREDIT
Chair Hashimoto and Members of the Committee:

My name is Gordon I. Ito, and | am the Insurance Commissioner of the
Department of Commerce and Consumer Affairs’ (Department) Insurance Division. The
Department offers comments on this bill.

The purpose of this bill is to establish a nonrefundable individual income tax
credit for expenses paid to retrofit a residence with wind resistive devices.

We support the intent of encouraging consumers to adopt of wind resistance
retrofits. However, the Insurance Division lacks staff with appropriate expertise to
undertake the duties assigned to the Insurance Division by this bill (see page 3, lines 9
to 16).

We take no position with respect to the remainder of this bill.

Thank you for the opportunity to testify.
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Chair Hashimoto, Vice-Chair Aiu, and Members of the Committee:

The Department of Taxation (“Department”) offers the following comments
regarding H.B. 753 for your consideration.

H.B. 753 seeks to create a new one-time, nonrefundable individual income tax
credit for expenses paid to retrofit a residence with wind resistive devices. The credit is
the lesser of $1,500 or the actual costs incurred by the individual for the wind resistance
retrofit project. The Department of Commerce and Consumer Affairs, Insurance
Division, is responsible for pre-certifying the eligible retrofit credit costs before retrofit
work begins and shall cap the number of credits certified to 2,000 in the first year of
eligibility and 4,000 in the second year of eligibility.

The measure is effective upon approval and applies to taxable years beginning
after December 31, 2023.

First, in order to properly implement and administer this measure, the
Department suggests adding definitions for “wind resistance retrofit project” and “wind
resistance standards.”

Second, since the bill includes a cap for the first and second year of eligibility, but
caps for subsequent years are not indicated, the Department suggests clarifying
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whether the credit will sunset after the second year or whether it will no longer be
subject to a cap.

Finally, the Department notes that it is able to administer the bill with its current
effective date.

Thank you for the opportunity to provide comments on this measure.
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Aloha Chair Hashimoto Vice-Chair Aiu, and members of the committee:
| am James Barros, Administrator of the Hawai‘i Emergency Management Agency (HI-EMA).
HI-EMA provides written testimony to OFFER COMMENT on HB753.

This measure establishes an individual income tax credit for expenses paid to retrofit a
residence with wind resistive devices.

Hurricanes pose one of the highest-risk hazards to our State, and many older homes lack
protective structural elements that have been proven to reduce the severity of damage from
hurricane winds such as Hawai'i experienced in storms such as Hurricane Iniki.

HB753 would establish a tax credit to offset the cost of structural improvements that would
protect life and property during such storms and other high winds. HI-EMA encourages Hawai'i
residents to install retrofit improvements to their homes where possible and appropriate, and
this tax credit would provide an incentive to do so.

We believe encouraging retrofits is an important step in improving the state’s resiliency and
better protecting its people

We support this bill provided that its passage does not replace or adversely impact priorities
indicated in our Executive Budget.



Thank you for the opportunity to provide testimony.

James Barros: james.barros@hawaii.gov; 808-733-4300
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SUBJECT: INCOME, Tax Credit for Wind Resistance Retrofit
BILL NUMBER: HB 753, SB 709

INTRODUCED BY: HB by ICHIYAMA, AlU, AMATO, COCHRAN, GARRETT, GATES,
HASHEM, HASHIMOTO, HOLT, HUSSEY-BURDICK, KAPELA, KILA, KITAGAWA,
LOWEN, MARTEN, MARTINEZ, MATAYOSHI, MORIKAWA, NAKASHIMA,
NISHIMOTO, PERRUSO, POEPOE, SAYAMA, TAKAYAMA, TAKENOUCHI, TAM,
TARNAS, TODD, SB by WAKAI, CHANG, MCKELVEY, Keith-Agaran

EXECUTIVE SUMMARY: Establishes a nonrefundable individual income tax credit for
expenses paid to retrofit a residence with wind resistive devices.

SYNOPSIS: Adds a new section to chapter 235, HRS, to allow a one-time nonrefundable wind
resistance retrofit tax credit. The credit amount will be $1,500 or the actual costs incurred by the
individual for the wind resistance retrofit project, whichever is less.

The taxpayer is to apply to the insurance commissioner to pre-certify eligible retrofit credit costs
before the work begins.

The insurance division shall cap the number of credits certified to two thousand in the first year
of eligibility and four thousand in the second year of eligibility.

Claims for a tax credit under this section shall be filed on or before the end of the twelfth month
following the close of the taxable year for which the credit may be claimed. Failure to properly
claim the credit shall constitute a waiver of the right to claim the credit.

The credit is nonrefundable but may be carried forward indefinitely until exhausted.

No individual that claims the tax credit under this section shall claim any other credit for the
same expenses or Costs.

EFFECTIVE DATE: Upon approval, applicable to taxable years beginning after December 31,
2023.

STAFF COMMENTS: The credit cap language is vague. As drafted, the language of the bill
would appear to cap the number of applications. The “first year of eligibility” is also undefined
and could be the subject of dispute.

Lawmakers need to remember two things. First, the tax system is the device that raises the
money that they, lawmakers, like to spend. Using the tax system to shape social policy merely
throws the revenue raising system out of whack, making the system less than reliable as there is
no way to determine how many taxpayers will avail themselves of the credit and in what amount.
The second point to remember about tax credits is that they are nothing more than the
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expenditure of public dollars, but out the back door. If, in fact, these dollars were subject to the
appropriation process, would taxpayers be as kind about the expenditure of these funds when
students are roasting in our schools, or when there isn’t enough money for social service
programs?

Furthermore, the additional credit would require changes to tax forms and instructions,
reprogramming, staff training, and other costs that could be massive in amount compared to the
loss in revenue from the credit, especially since the credit proposed is a very modest amount. A
direct appropriation to subsidize those costs would be more accountable and transparent. That
way, we taxpayers would know what we were buying and how much we were paying for it. A
tax credit gives us none of this information.

Digested: 2/1/2023
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Comments:

| support the intent of this bill as a means of incentivizing homeowners to invest in necessary
maintenance and upgrades that can help minimize damage from hurricanes and storms, which
will only get worse as climate change accelerates. To fund this and other important climate
initiatives that will prepare us for a world of intense climactic disturbances, the state will need
consistent revenue that extends beyond the current surplus. This revenue should be collected
equitably, which means embracing improved taxes on extreme wealth. Mahalo.
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