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TAX INFORMATION RELEASE . 893

Re: State Tax Benefits Available to Persons with Inpaired Sight,
| mpaired Hearing, or Wio are Total ly D sabl ed.

Certain tax benefits are avail abl e under the incone tax
and general excise tax laws to persons with inpaired sight,
I npai red hearing, or who are totally disabled. This Tax
Informati on Rel ease (“TIR’) sunmarizes those benefits and the
procedures for qualifying for those benefits. The
departnment would urge all taxpayers, however, to reviewthe
statutes or to consult wth their tax advisors as the summary
provided in this TIRis issued solely as a guide and is not
Intended to be conplete.

For information regarding a real property exenption,
t axpayers shoul d contact the real property division of the county
in which the property is |ocated.

[ | ncone _Tax Law

A person with inpaired sight, inpaired hearing, or who
Is totally disabled, as defined in the statute and this TIR may
claima personal exenption of $7,000 under section 235-54(c),
Hawaii Revised Statutes ("HRS'), on that person’s state incone
tax return. This exenption is in lieu of the regular persona
exenption of $1,040 and the additional exenption for a person
over 65. A taxpayer who is clained as a dependent on anot her
taxpayer’s return, however, may not claimeither this exenption
or the regul ar personal exenption.

If ajoint return is filed and both spouses qualify for
t he exenption, the deduction for personal exenptions is $14, 000.
If ajoint return is filed and one spouse qualifies for the
exenption, the deduction for personal exenptions is $7,000 plus a
regul ar deduction of $1,040 for the other spouse, and an
addi tional regular deduction if the other spouse is over age 65.
Wien the $7,000 exenption is clainmed by either spouse on a Loint
return or on a separate return, additional exenptions for the
t axpayers’ children or other dependents are not all owed.

Anot her benefit is available to taxpayers when
cal culating whether a totally disabled person qualifies as a
dependent. To claim an exenption for a dependent, the dependent,
anmong ot her things, nust have | ess than $1,900 of incone for the
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taxabl e year. For purposes of this inconme l[imtation, section
151(c)(5) of the Internal Revenue Code, which has been adopted by
the State, exenpts up to $1,080 of the income earned by a person
who is permanently and totally disabled for services perforned in
a sheltered workshop if the availability of nedical care of the
wor kshop is the principal reason for the person’s presence there
and the incone producing activity is an incident of nedical care.

[, Ceneral Excise Tax Law

A person with inpaired sight, inpaired hearing, or who
is totally disabled engaging, or continuing, in any business,
trade, activity, occupation, or calling wthin the State, may
exenpt fromthe general excise tax an anobunt not exceeding $2, 000
under section 237-24(13), HRS

Addi tionally, section 237-17, HRS, allows an individua
with inpaired sight, inpaired hearing, or who is totally
di sabl ed, or a corporation, all of whose outstanding shares are
owned by individuals with inpaired sight, inpaired hearing, or
who are totally disabled, to be subject to the general excise tax
at the rate of one-half per cent on the proceeds, sales, incong,
or other receipts of their business or other activities.

The exenption and the one-half per cent rate are not
applicable to a partnership. Simlarly, a trust, notw thstandi ng
that the revenues therefromare distributed to a beneficiary or
settlor who is certified under any of the three categories, is
not eligible for the exenption or the one-half per cent rate.

[11. Certification of Visual Ilnpairnent, Hearing
| mpai rnent, or Permanent Total Disability

Ef fective January 1, 1989, Act 81, Session Laws of
Hawai i 1988, anended sections 235-1 and 237-17, HRS, by changi ng
the procedure for qualifying for these state tax benefits.
Previously, the visual inpairnent, hearing inpairnment, and the
totally disabled were certified to by the State Departnent of
Health or by any state, county, or city and county nedica
officer duly authorized by the State Departnent of Health for
t hat purpose.

A Certification of Visual |npairnent

Under the |aw, as anended by Act 81, a person’s visua
i mpai rment nmust be certified to by a qualified opthanol ogi st or
qualified optonetrist on fornms prescribed by the Departnent of
Taxation on the basis of a witten report on an exam nation. The
opt hanol gi st or optonetrist nust conclude that the central visua
acuity of the person claimng the inpairnent does not exceed
20/ 200 in the better eye with correcting |enses. Alternatively,
the wi dest dianeter of the visual field nust subtend an angle no
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greater than twenty degrees if the person’s visual acuity is
greater that 20/200.

B. Certification of Hearing | npairnent

A hearing inpairnment nust be certified to by a
gual i fied otol aryngol ogi st on forns prescribed by the Departnent
of Taxation. There nust be a finding that the person claimng
the inpairment has an average loss in the speech frequencies
(500-2000 Hertz) in the better ear of eighty-two decibels,

A.S. A, or worse.

C. Certification of Total D sability

The disability of a person claimng to be totally
di sabl ed nust be certified to in a three step process by a
physician |icensed under chapters 453 or 460, HRS. First, there
must be a nedical determnation that the person is totally
di sabl ed, either physically or nentally. Second, the disability
must be permanent. This neans that at the tine of certification
the disability can be expected to result in death or has |asted
or can be expected to last for a continuous period of not |ess
than 12 nonths. The 12 nonth requirenent is inapplicable when
the disability is determned to be a termnal state or where it
does actually result in death. Third, there nust be a
determnation that the permanent and total disability results in
the person’s inability to engage in any substantial gainful
busi ness or occupation. Substantial gainful business or
occupati on neans a business or occupation that is both
substantial and gainful. It is substantial if it involves doing
significant physical or nental activities even if the person
works on a part-tine basis, does |less work, is paid |less, or has
| ess responsibilities then when the person worked before. The
busi ness or occupation is gainful if it is done for pay or
profit, whether or not a profit is realized. It is presuned that
a person whose gross income and/or gross receipts, before
deductions and exenptions, exceeds $10,000 per year is engaged in
a substantial gainful business or occupation. This dollar
anmount is for the admnistrative conveni ence of both taxpayers
and the Departnent and is based upon a |ong standing departnental
practice.

Whet her a person is totally and permanently disabl ed
and whether the disability results in the person’s inability to
engage in any substantial gainful business or occupation is
determned by reference to all the factual circunstances. Anong
the factors considered are the nature and severity of the
disability; the person’s education, training, and work
experience; and whether social security benefits have been
granted or denied. The follow ng are exanples of permanent and
total disabilities which would ordinarily be considered as
preventing any substantial gainful business or occupation: (1) a
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person who lost or is born without both feet at or before the
ankle; (2) a person who lost or is born without both hands at or
above the wist; (3) a person who lost or is born wthout one
hand and one foot; (4) a person who has an injury or defect
resulting in permanent and conplete paralysis of both |legs or
both arns or one leg and one arm and (5) a person who has an
inury or defect resulting in incurable inbecility or nental
illness.

D. Subm ssion of the Certification

A taxpayer claimng the tax benefits under the incone
tax or general excise tax |laws nust submt the origina
certification of visual inpairnment, hearing inpairnent, or
permanent total disability to the Departnent of Taxation. The
t axpayer, including a taxpayer whose sight inpairnment, hearing
i mpairnent, or total disability was certified to by the
Departnent of Health prior to the passage of Act 81, nust retain
a copy of the certification in the taxpayer’s records and may
continue to claimthe exenption by attaching a copy of the
original certification to the taxpayer’s incone tax return and
annual excise tax return in subsequent years.

£CHARD F. KAHLE, u%

Director of Taxation





