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Applicant: Hawaii Tax Help And Financial Empowerment Solutions

¢ Individuals who suffer a loss or reduction of income and assets due to, among other
things, liens and garnishment, closure of their business, and foreclosure will most
likely seek assistance in obtaining housing, food, health insurance, and other

necessities which increases the burden on welfare resources.

Each year, this Program requests that its clients complete a survey which
is intended to collect certain demographic and other information, including a measure of
their knowledge of basic tax concepts. Based on the survey results from the 2016 Tax
Season:

74% did not know that debt forgiven by a creditor is taxable

63% did not know that educational scholarships and grants can be taxed as
income if they are not used to pay for QUALIFIED educational expenses

70% did not know that claiming more exemptions than a person is entitled to
claim can result in a $500 fine or worse if the IRS determines that fraud
is involved.

54% did not know that unemployment benefits are taxable.

The foregoing results and a review of our clients' balance due returns indicate
that 90% of the tax debt of low-to-moderate taxpayers could be avoided if those taxpayers
had an understanding of very basic tax laws and concepts. Even a small shift in
understanding could have significant results. For example, during Tax Season 2016, our
Program serviced 5,863 clients, whose average adjusted gross income was only
$21,257. Yet, even among those clients balance due returns totaled $436,027 which
resulted primarily from insufficient withholding of taxes, taxable unemployment benefits,
early withdrawal of retirement funds, forgiveness of credit card debt, health insurance
penalties and using scholarship and grant funds for unqualified education expenses such as
room and board.

However, most, if not all, financial literacy programs do not incorporate
basic tax law into their curriculum even though it is clear that a lack of understanding
of basic tax law can result in tax debt that will negate any positive effects of financial
literacy and asset building programs and seriously hinder the efforts of individuals to
achieve self-sufficiency. Even "Money Math: Lessons For Life", a program supported by
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UH West Oahu
University of Hawaii
US Navy

Waipahu High School
Weinbert Village
World Financial Group

Our goal is to address the problem of tax-related debt education on 3 basic
levels:

(1) Expanding the "Learn Early. Live Smarter" initiative. As of last year,
171 high school students at 5 Oahu high schools - Waipahu, Kapolei, Campbeil, Pearl City,
and Kalani - have trained and achieved certification as volunteer tax return preparers. Our

goal is to expand this initiative to more high schools as well as colleges and to train more
students to become volunteer tax return preparers with the objective of accomplishing the
following:

(a) Providing these students with valuable tax knowledge that will help
them to avoid costly financial mistakes in the future that could make them one of the
thousands of Hawaii residents who owe money to the IRS each year. Simply by
participating in the training for this Program, students will learn the basic tax laws that will
help them to avoid balance due returns in the future and will also learn about valuable
credits and deductions that can reduce their tax liability and/or increase the amount of their
refunds - e.g., education credits, student loan interest deduction, and the Earned Income
Tax Credit.

(b) Helping these students to realize the economic situation of many
Hawaii workers and, as a result, instill in them a desire to continue participating in volunteer
activities to give back to their communities. In this regard, there are numerous studies
which have shown that students who participated in community service were more likely to
graduate from college than those that did not and were more likely to have improved scores
in Reading, Math, Science, and History.

- The following is feedback received from some of the high school students

who participated in the 2016 Tax Season:
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have any type of regulation or registration for commercial tax return preparers. As a result,
numerous individuals have fallen victim to a multitude of scams that are aimed at stealing
personal information or diverting refund checks to other people. In addition, many
con‘]mercial tax return preparers often charge their clients unnecessary fees. As of 2013,
H&R Block was charging its clients the following fees in addition to their regular tax
preparation fees:

- $24.95 for a refund-anticipation check to have their federal income tax
refund deposited into an H&R Block debit card called the Emerald Card.

- An extra charge of $34.95 for a direct deposit into their own bank account if

they used a refund-anticipation check to cover the cost of tax preparation

- An extra charge of $54.95 to have a paper check mailed to them as part of

the refund anticipation check program

From “Your Money: Expect to pay for fast tax refund” by Susan
Tompor, USA TODAY February 5, 2013

This Program’s free tax preparation services are monitored by the IRS
and the Program does not charge for tax preparation or promote or offer fee-based
products, and can have a client's refund directly deposited into their existing bank
account or issued as a paper check with no cost to the taxpayer.

As a result of our long-standing work in the area of providing free tax services
and assistance to clients burdened with tax-related debt, we believe that we are in a unique
position of being able to develop this much needed curriculum and to distribute this

important information through venues that we already use or are familiar with.

3. Public Purpose And Need

(a) Eree Tax Preparation (Direct Impact on the Individual and on the Economy)

A 2015 survey by the National Society of Accountants of its own members
revealed that the average cost of preparing a simple tax return was $273 (national average)
and $348 (Pacific Region that included Hawaii). The average income of this Program's
clients during Tax Season 2016 was $21,257 or $11.07 an hour. Therefore, those clients
would be required to pay a commercial preparer the equivalent of 18 hours of work
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Applicant: Hawaii Tax Help And Financial Empowerment Solutions

(based on a low estimated cost of $200) to 24.6 hours of work (based on the national
average) for the preparation of a simple return. This is unconscionable, especially
considering the fact that most of the returns for these low-to-moderate income workers are
not very complicated and can be completed in less than an hour. By using the services of
our Program, low-to-moderate income taxpayers save a considerable amount of money
which they can use to purchase needed goods and services for themselves and their
families.

In addition to the savings realized, this Program's clients are also protected
against fraud, scams, "upsells”, and high interest predatory "quick refund" products that are

offered in the commercial market. According fo an IRS release in 2015:

IR-2015-08, Jan. 27, 2015

WASHINGTON — The Internal Revenue Service today warned taxpayers to be
on the lookout for unscrupulous return preparers, one of the most common “Dirty
Dozen" tax scams seen during tax season.

Even if outright fraud is not committed, as noted previously, many commercial
preparers offer quick refund products for which taxpayers are charged a high interest rate or
services that are unnecessary and for which taxpayers should not be charged. In a report

by eitcoutreach.org, it was noted that:

"In 2013, about 21 million taxpayers received a RAC [Refund Anticipation
Check], at a cost of about $630 million."”

By using the services of this Program, which is monitored directly by the
IRS, taxpayers are protected from such fraudulent and/or expensive practices.

Finally, free tax preparation also helps people claim valuable tax credits to which
they are entitled without reduction of benefits due to tax preparation fees. Research by the
Government Accountability Office (GAQO) and the IRS indicates that every year between
15% and 25% of households who are entitled to one federal tax credit - the Earned Income
Tax Credit (EITC) - fail to claim it. In Hawaii, that amounts to approximately $43.5 Million
of federal EITC funds going unclaimed each year (using the 15% estimate). In addition,
every year in Hawaii, approximately $7 Million of withholding taxes go unclaimed by

those who fail to file returns.
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= An enormous amount of Balance Due Returns occur every year. As previously
noted, for tax year 2015 alone, 48,570 Hawaii taxpayers who earned less than
$50,000 a year owed more than $56 Million to the IRS after filing their tax returns.

. Approximately 90% of that debt could have been avoided if taxpayers understood
very basic tax law.

= An unexpected tax-related debt can wipe out savings, render personal budget
plans useless, and generally negate any positive effects of financial literacy
programs and asset building efforts.

s Current financial literacy programs do not incorporate basic tax law into their
curriculum.  Similarly, programs that assist individuals in establishing small
businesses provide very little education regarding the tax responsibilities of small

business owners.

The foregoing statistics pertain only to IRS-related debt. However, most
indiyiduals who have an IRS-related debt also owe taxes to the State. As previously noted,
according to a report by the Department of Taxation for Fiscal Year 2015, tax delinquencies
totaled $384.2 MILLION. Huge amounts of State funds are spent on the collection of
delinquent taxes. Preventing such tax-related debts from occurring would therefore be
beneficial to the State.

Additionally, the overall economic well-being of the State suffers when its
citizens are over-burdened by debt which is why financial education efforts have
become enormously popular over the last several years. However, financial education
has focused primarily on managing consumer debt. While economists have stated that
some consumer debt is good for the economy since it correlates to higher business, auto
and home sales, the same cannot be said of tax debt. In fact, tax debt has a dampening
effect on the economy. An individual who is able to use a credit card to pay off a tax debt
increases their credit card debt but has not consumed any goods and services. More often
than not, however, once a tax-related debt is incurred, low income individuals are unable to
use'a credit card to settle that debt and ordinary individuals are ill-equipped to deal with the
taxing authorities, particularly the IRS. As a result, their tax-related debts continue to
increase. By the time that many of these individuals seek help, they owe considerably more
than their original debt. For some, bankruptcy is the only option. Therefore, although there

are organizations that will assist certain taxpayers to resolve IRS debts, we strongly feel
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that the more effective approach to this problem is debt prevention through education,
rather than debt resolution.

Furthermore, our Program operates on the belief that prevention efforts must
occur at every level in order to be effective. As a result, we have intiiated "Learn Early. Live
Smarter.” to educate high school (and young college students) who should be aware of
basic tax concepts before they start working full-time. We also seek to work with financial
literacy educators who can easily insert important information into their existing curricula.
Finally, we seek to reach those who have not participated in or who have no access to
financial literacy education through social media and online courses or informational

webinars.

4. Target population to be served

(a) Free Tax Preparation: This Program operates under the Internal

Revenue Service's VITA (Volunteer Income Tax Assistance) Program which imposes an
income eligibility limit since VITA is intended to provide free tax preparation services to low-

to-moderate income individuals. The income limit is closely tied to the maximum income

level applicable to those claiming the Earned Income Tax Credit (EITC). For Tax Year
2016, the EITC income limit is $53,505 (applicable to a married couple with 3 or more
children). Therefore, our services are offered to Hawaii workers who earn no more than
$54,000-$55,000. For those earning above that limit but less than $64,000, this Program
also offers a self-preparation tool - MyFreeTaxes - which allows individuals to file BOTH
their federal and state tax returns for free. MyFreeTaxes is supported by United Way
Worldwide.

Last tax season, the average income for the clients who used our free tax assistance
sites was $21,257.

(b) Education Relating To Prevention of Tax-Related Debt.

For the "Learn Early. Live Smarter.” initiative, the target population

would be high school juniors and seniors and undergraduate college students. Since 4 of
the 5 participating high schools are located in the Central area of Oahu (with Kalani being
the 5th participating school), we would initially be targeting high schools in the town area of
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Oahu - such as McKinley, Farrington, and Kaimuki - and then seek expansion to the
Leeward and Windward side of Oahu and to the neighbor islands, starting with schools
located in areas where we already operate free tax preparation sites which will provide
locations where students can volunteer.

. The Program's target population for other educational efforts would be (1)
those who are enrolled in financial literacy classes and (2) the general public who we intend
to reach through informational venues such as Facebook, Twitter, a private YouTube

channel, and our already existing dedicated website at www.hawaiitaxhelp.org

5. Geographic coverage

(a) Free Tax Assistance Program. This Program already operates
Statewide with sites and clinics on all islands except, for the time being, Lanai. The list

attached to this Application includes all of our sites open to the public. It does NOT include
the special clinics that we hold at homeless or transitional shelters which only service their
residents (such as Maililand or the Salvation Army) or the Facilitated Self-Assistance sites
where we instruct individuals on how to self-prepare their returns. On Hawaii Island, we are
currently limited by budget to sites in the Hilo area although our clientele include residents
from Pahoa, Volcano, Keeau, Naaiehu, Mountain View, Kurtistown and Pepeekeo. We
would like to expand services to the West side of Hawaii Island. Also, on Maui, we closed a
site in Lahaina due to budgetary concerns. We would like to reopen that site since it

serviced many of the hotel workers and credit union members who reside in that area.

(b) Education Relating To Tax-Related Debt Prevention.

"Learn Early. Live Smarter”. The geographic coverage is also intended

to be Statewide. However, as previously noted, since 4 of the 5 participating high schools
are located in the Central area of Oahu (with Kalani being the 5th participating school), we
would initially be targeting high schools in the town area of Oahu - such as McKinley,
Farrington, and Kaimuki - and then seek expansion to the Leeward and Windward side of
Oahu and to the neighbor islands, starting with schools located in areas where we already
operate free tax preparation sites so that students will have locations where they can
volunteer. The ideal situation would be to have schools agree to be VITA sites. How
quickly we can expand this initiative will depend on the responsiveness and cooperation of

educators and the target schools.
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(b) Education relating to prevention of tax-related debt

"Learn Early. Live Smarter": The individual who recruited the five

high schools that have participated in this Program is an educator who currently teaches
at Leeward Community College. He is also a certified volunteer tax return preparer and
trainer and has been assisting with the recruitment of additionai schools for this initiative
and with the training of interested educators. Successful participation requires an
educator at the school who is willing to devote time to this project and learn how to train
their students. This Program will provide whatever support is required by the trainers
and the school. Trainers are provided with a stipend, the amount of which will depend

on available funds.

Working with financial education providers. The Program Director

will continue to work with current partners who aiready offer financial literacy education
or information to develop the best ways to incorporate tax information into their existing
curricula with minimal disruption to their established schedules. In addition, train-the-
trainer sessions will be held for all interested organizations, including those involved in

employment training and workforce development.

Information to be offered to the general public, The Program

Director will continue working with the marketing firm to develop informational content
for social media sites and to develop the content for a private YouTube channel.
Promotion of this channel will be accomplished through the use of social media and this
Program's dedicated website. Initial content and updates will be created by the
Program Director. All technical matters will be handled by the marketing person and IT

specialist.

2. Projected annual timeline for accomplishing the results or outcomes.
July through August/September. Recruitment of new partners to sponsor free tax
assistance sites and confirm the continued participation of existing partners. Educators will

be approached during this time to gain participation of additional high schools in the "Learn
Early. Live Smarter.” initiative. = Train-the-trainer programs will be held relating to the
inclusion of tax-related debt prevention information into existing financial literacy programs.
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Launch of social media campaign containing information related to tax-related debt
prevention.

September through October New partner recruitment for the free tax assistance program
continues. Required paperwork is collected from all sites for submission to and approval by
the IRS. Development of newspaper ads, flyers, radio announcements, and other media
pieces for both volunteer recruitment and outreach to the target population regarding the
free tax assistance program. Update content of Program’s website with information
regarding volunteer recruitment for free tax assistance sites and training options. Update of
content on website and social media venues as information from the IRS becomes
available. Continue working with educators who will be training high school students.
Training cannot commence until training materials with current tax law are received from the
IRS. New partner recruitment for "Learn Early. Live Smarter” initiative also continues.

Late October through December. Volunteer recruitment continues using print ads (if
affordable), ads on Facebook, tweets on Twitter, and internet postings on sites such as
Volunteer Hawaii. Advertising regarding free tax assistance services and the EITC begins
in late December. Internet ads are launched on Facebook and radio scripts are finalized to
be used on radio spots during late December and January. Flyers will be mailed out and
emailed to agencies and organizations that assist low-income taxpayers, including Section
8 and sub-agencies of the State of Hawaii Department of Human Services (DHS) for
distribution to their clients who are receiving TANF and SNAP benefits. These flyers
include basic information about the EITC, a partial listing of free tax assistance sites, and
contact information for taxpayers to make an appointment. Interested persons are also
advised to call 2-1-1 or to visit the Program’s website for a list of sites. Educators will
prepare to train students in January. Continue updating of content on website and
YouTube channel as new tax information from the IRS becomes available.

January. Live training sessions are held for regular and student volunteers here and on
the neighbor islands. Media and internet ads continue pertaining to availability of free tax
assistance. Some sites begin opening during late January. Start collecting data from
financial literacy trainers who agreed incorporate the tax curriculum into their programs.
February through April. Kick off event at Hawaii State Capitol (usually first Saturday in
February or last Saturday in January) where experienced site coordinators and volunteers

from various sites come together to provide tax preparation services. Sites begin operating
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Save Some 417 > indicates an opportunity to promote
savings

Tuition 266

Help family member 222

Child care 1

Buy large item 56

Don't know 202 > indicates an opportunity to promote
savings

{Total exceeds total number of responses because of multiple intent)

4, Measure(s) of effectiveness to be reported.

(a) Free Tax Assistance Program: We are able to report all of the following data:

= Number of sites and clinics

=  Number of volunteers who participated

= Number of volunteer hours

*  Number of federal returns filed

= Number of state returns filed

= Total refunds obtained for clients

» Total Earned Income Tax Credit (EITC) received

* Total Additional Child Tax Credit received

= Aggregate amount of balance due returns.

» Total amount of balance due to the IRS (the IRS' software may not extract this
information for the State; it might be possible to do it manually)

=  Amount saved for clients through use of free tax preparation services

= Average AGI of clients

= All data compiled from the surveys - see above for type of information that can be

extracted.

All data can be verified. However, due to IRS' privacy regulations, no personal data of

taxpayers can be shared with anyone.

(b} Education for tax-related debt prevention
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Lihue — 96766

KING KAUMUALII SCHOOL (Kekaha FCU extension)

4381 Hananiaulu Road

Saturdays, February 4 and March 4

9:30am-3:00pm

(Do NOT call the school)

Call (808) 724-1762 (Oahu number)

WALK-INS ACCEPTED BUT ONLY ON A FIRST COME, FIRST SERVED
BASIS IN BETWEEN SCHEDULED APPOINTMENTS

KAUAI TAX PREP

4268 Rice Street

Wednesdays, 5:00pm- 8:00pm
Phone number not yet provided
Start 2/14 End 3/17

MAUI
Kahului - 96732

Maui Federal Credt Union

107 East Wakea Avenue

Fuesdays and Thursdays, 9:00am-3:00pm
Call (808) 873-5050

Start: 2/7 End 4/13

Valley Isle Community Federal Credit Union
160 Paahana Street

February 25 and 26

9:00am-3:copm (last return accepted at 2pm)
WALK-INS ONLY

Wailuku — 96793

Valley Isle Community Federal Credit Union
240 Lepoko Place

ONLY on Saturday, March 11

g:00am-3:00pm (last return accepted at 2pm)
WALK-INS ONLY

MOLOKAI
Kaunakakai

ALU LIKE, INC.

600 Maunaloa Hwy — Kulana Oiwi
February 22

0:004m-4:00pm

WALK-INS









BUDGET JUSTIFICATION - EQUIPMENT AND MOTOR VEHICLES

Period: July 1, 2017 to June 30, 2018

Applicant: Hawaii Tax Help and Financial Empowerment Solutions

DESCRIPTION NO. OF COST PER TOTAL TOTAL
EQUIPMENT ITEMS ITEM COST BUDGETED
$
$
$
b
$
TOTAL:
JUSTIFICATION/COMMENTS:
Not Applicable
DESCRIPTION NO. OF COST PER TOTAL TOTAL
OF MOTOR VEHICLE VEHICLES VEHICLE COST BUDGETED
$
3
3
$
$
TOTAL:

JUSTIFICATIONICOMMENTS:

Not Applicable

Application for Grants







GOVERNMENT CONTRACTS AND / OR GRANTS

Applicant: Hawaii Tax Help and Financial Empowerment Solutions Contracts Total: 52,300
E'FFECTIVE BOVERNNENT CONTRACT
CONTRACT DESCRIPTION AGENCY ENTITY
DATES (U.S. ! State / Haw / VALUE
Hon / Kau / Mau)

IRS VITA Grant - 2 year grant - $52,300

awarded for 2016-2017. Second year amount

is not guaranteed-based on results. Program 2016-2017 2017-

has received a VITA grant since 2009 2018 IRS u.s. 52,300
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9 Application for Grants








