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P.0. BOX 259
HONOLULU, HAWAII 96809-0259

August 31, 2007

The Honorable Linda Lingle
Governor, State of Hawaii
Executive Chambers

State Capitol, Fifth Floor
Honolulu, HI 96813

Dear Governor Lingle:

At its meeting on August 28, 2007, the Council on Revenues decided to update its current
forecasts of General Fund tax revenues for FY 2008 to FY 2014. Details of the current forecasts
of the State's General Fund tax are presented in the attached table.

There is no significant change of economic outlook since the Council's last meeting in May
2007. Total personal income, adjusted for inflation, is expected to grow at an annual rate of
about 2% for the next several years. The inflation rate, as measured by changes in the Honolulu
Consumer Price Index, is expected to decline from 5.4% in FY 2007 to 3.5% in FY 2009. The
Council expects that the number of visitor arrivals as well as construction output will be stable

for the next few years. The forecasts include the impact of changes in the tax laws enacted in
2007.

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.

General Fund non-tax revenues increased in FY 2007 due to increased investment interest
earnings, refunds and reimbursements, assessments of special funds for central services
expenses, and various transfers from non-general funds. Net decreases for FYs2009-2014
reflect changes due to decreases in the estimates of interest earnings, and increases in the
estimates for ambulance service fees, reimbursements, and transfers.

Special Fund tax revenues have been increased for FYs 2007-2014 primarily due to projected
increases to the transient accommodations tax and increases in the unemployment compensation
taxes. Special Fund non-tax revenues were decreased in FYs 2007-2014, primarily to account
for decreases in unemployment insurance benefits to federal employees, inadvertent reporting
errors, and changes in the Department of Transportation’s (DOT) Airports and Harbors fees and
charges. This was partially offset by increases in interest earnings for the DOT, and increases in
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general hospital revenues and third-party payments due to the phasing in of a new cardiovascular
program at Maui Memorial Medical Center.

Other than Special Fund non-tax revenues have been increased in FYs 2008-2014 to reflect
increases 1n federal grants, projected proceeds from a Kapolei land sale for the University of
Hawaii (UH), increases in risk management revenues, and increases in non-revenue receipts such
as endowment income for the UH and employer contribution for health benefit cost plans.

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

have.

Sincerely,

P b Brpdeh—

PAUL H. BREWBAKER, Ph. D.
Chair, Council on Revenues

Attachments
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