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May 23, 2007

The Honorable Linda Lingle
Governor, State of Hawaii
Executive Chambers

State Capitol, Fifth Floor
Honolulu, Hawaii 96813

Dear Govemor Lingle:

At its meeting on May 21, 2007, the Council on Revenues decided to update its current forecasts of General Fund tax
revenues for EY2007. Details of the current forecasts of the State's General Fund tax revenues for FY2007 to FY2013 are

presented in the attached table.

Overall, the economy is growing as the Council expected. For the first ten months of FY2007, although general excise and
use taxes, the largest source of revenue, grew by 10.9% over last year, net income taxes of individuals and corporations
declined by 4.5%. The decline in income taxes is partly due to a large payment of corporation taxes in September 2005 that
inflated the FY2006 corporation tax collections and the reduction of individual income taxes, starting January 2007, that
was passed by the 2006 legislature. As a result, total tax collections deposited into the general fund have grown by only

2.9%.

As always, the Council assumes that the State will not experience any unusual events and that there will be no reductions in
federal allocations or any prolonged or crippling strikes. Also, no adjustment has been made to reflect changes in tax laws
contained in the recent legislation passed in 2007.

General Fund non-tax revenues have been increased in FYO07 to reflect transfer of excess funds from the Parking Control
Revolving Fund and premiums received from the sale of bonds; for FYs 07-13 net decreases due to correction in reporting
of revenues from ambulance service fees; and changes in the estimates of reimbursements for the employer’s share of
health insurance premiums. Special Fund tax revenues were increased in FYs 07-13 to reflect actual year to date
collections for the motor vehicle weight tax and vehicle registration fee tax. Special Fund non-tax revenues were increased
in FYs 07-13 to reflect actual year to date collections on interest earnings; increases in projected federal grants for the
Department of Transportation, Airports Division; and reflects a “catch-up” reimbursement for Medicaid fee-for-service
costs in FY07. Other than Special Fund non-tax revenues have been increased in FYs 07-13 to reflect increases in federal
medical assistance programs; decreases in funding for rehabilitation and modernization of federally aided low-income
housing projects; and changes to the employee contribution for health benefit cost plans and employer contribution for
health benefit cost plans due to a HMSA/Medicare rate decrease for retirees 65 years of age and over.

Please advise us if we can be of further assistance or if we can answer any questions you may have.
Sincerely,

Jack Suyderhoud, Ph.D.

Vice Chair, Council on Revenues

Attachments
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