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May 27, 2011 

 
 

The Honorable Neil Abercrombie 
Governor, State of Hawaii 
Executive Chambers 
State Capitol, Fifth Floor 
Honolulu, HI  96813 
 
Dear Governor Abercrombie: 
 
 At its meeting on May 26, 2011 the Council on Revenues retained its forecasts for State 
General Fund tax fiscal year revenue growth rates from its March 29, 2011 meeting after the 
Sendai, Japan seismic event.  The Council also accepted other revenue estimates provided by the 
Hawaii Department of Budget & Finance.  Forecasts of State General Fund tax revenues for 
FY2011 through FY2017 are shown in the table below.  Other details are appended. 
 
 

 General Fund Tax Revenues 

Fiscal Year 
Amount 

(in Thousands of Dollars) 
Growth From 
Previous Year 

   
2011 $4,294,726             −1.6% 
2012 $4,767,146 11.0% 
2013 $5,053,175 6.0% 
2014 $5,356,366 6.0% 
2015 $5,677,748 6.0% 
2016 $6,018,413 6.0% 
2017 $6,379,518 6.0% 

 
 
 General Fund tax revenues during the last several months stayed on an underlying trend 
reflecting an apparent slowing of the pace of Hawaii economic growth last fall and winter.  Some 
of this could be weather-related (affecting winter travel across the U.S. mainland), but it seems to 
have been more fundamental than that.  Council members have found the recent lack of Hawaii 
job growth notable even for a transition from recovery to expansion, when job growth is among 
the more lagging of economic recovery indicators.  During the first nine months of the current 
fiscal year, FY 2011, Hawaii payroll employment only grew 0.6%, year-over-year.  Private 
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payrolls increased only 0.7%, so only a small portion of the low job growth rate can be attributed 
to the 0.5% reduction in State government jobs during the same period. 
 
 Because a surge in tourism growth during mid-2010 had accelerated the economic 
transition from recovery to expansion, the fact that Hawaii settled into a more moderate 
economic growth pattern during early-2011 left revenue growth performance below prior 
expectations.  The subsequent rise in global petroleum prices and the catastrophic earthquake and 
tsunami in Japan in March 2011 complicated that outlook.  Contemporaneous revenue forecast 
revisions reflected those influences, but the May forecast reflected more consistent economic 
performance since the winter. 
 
 Indeed, some recent economic influences are of less concern than at the Council’s last 
meeting.  Oil prices—though higher now than at calendar year-end—are lower than just after 
North African and Middle Eastern political crises flared at the beginning of this year.  Japanese 
travel data in the two months since the seismic event exhibited losses at the low end of the range 
of Council member’s assumptions in late-March.  Both concerns weighed heavily on 
deliberations over the winter. 
 
 Recent month-to-month changes in General Fund tax revenues contained more noise than 
signal about changes to underlying economic trends.  This time, Council members felt that the 
current forecast is within a reasonable range of tolerance, or margin of error, relative to the likely 
outcome.  The forecast confidence interval has been wider in the last few years as the economy 
dealt with, and overcame, the Great Recession of 2008-2009, but continued uncertainty attaches 
even to this May reiteration of the Council’s March revenue estimates for a couple reasons.   
 
 First, the durability of the economic expansion remains problematic, though next month 
marks the second anniversary of what the National Bureau of Economic Research considers to be 
the trough of the last business cycle.   
 
 Second, the disproportionate consequences of last fiscal year’s refund timing delays will 
continue to obscure revenue data interpretation when the coming fiscal year unfolds.  As might 
be surmised from the forecast table above, most of the proportionate variation in General Fund 
tax revenue growth in FY 2011 and in FY 2012, relative to the remaining out-year revenue 
forecasts, is a reflection of the anomalous impact of those FY 2010 refund timing delays.  While 
members have adopted FY 2013-2017 revenue growth forecasts at the low end of the range of 
quantitative estimates, more clarity with respect to future trends may have to wait until after 
August 2011, when no residual effects of the refund anomaly will be present in the data. 
 
 Finally, uncertainty always attaches to forecasts, and since economic surprises are by 
their nature unforecastable, the Council is reassured by two things.  Fiscal year-to-date General 
Excise and Use Tax revenue grew 6.5% through April 2011, and Withholding Taxes on Wages 
grew 4.8% during the same period.  Neither component is sensitive to last year’s refund timing 
delays; the latter suggests that tepid job growth is exerting modest drag.  These two components 
comprised more than 90% of the General Fund tax revenue total, fiscal year to date.  Their 
combined 5.9% growth rate approximates the Council’s long-term nominal General Fund growth 
expectation. 
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 The Council Chair anticipated that the Department of Taxation, separately, would prepare 
a report for submission with this transmittal correspondence, detailing line-item forecasts for 
various components of the General Fund, reconciled to the Council’s forecast growth rate for 
total General Fund Tax Revenues.  These line-item component estimates typically include, for 
example, General Excise Tax and Income Tax revenues that the Council on Revenues does not 
forecast individually.  The Council Chair also anticipated that the Department of Budget and 
Finance would prepare a report to update its projections for non-tax and special tax revenues.  
 
 Please advise us if we can be of further assistance or if we can answer any questions you 
may have. 
 
 Sincerely, 
 

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



 (in thousands of dollars)

TYPE OF TAX FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017
General Excise & Use  2/ 7/ 12/ $2,417,580 $2,316,434 $2,424,512 $2,590,161 $2,770,545 $2,966,538 $3,173,832 $3,446,798 $3,701,594
Income - Individual 4/ 6/ 8/ 11/ 1,338,451 1,527,619 1,224,381 1,486,882 1,571,396 1,661,884 1,749,492 1,875,537 1,967,890
Income - Corporation 6/ 11/ 53,522 59,186 50,948 51,369 54,002 62,828 70,558 76,485 80,454
Public Service Company 126,069 157,661 184,395 208,207 229,718 249,458 267,857 286,469 305,091
Insurance Premiums 6/ 7/ 93,720 104,721 130,523 125,752 132,701 139,011 142,227 145,474 147,503
Tobacco & Licenses 5/ 7/ 13/ 76,955 85,503 103,694 102,318 92,004 67,598 58,608 51,584 44,933
Liquor & Permits 7/ 47,242 44,074 42,662 39,491 37,578 35,888 34,441 33,201 32,159
Banks & Other Fin Corps 26,075 18,666 19,172 22,742 25,944 28,442 30,259 33,671 36,531
Inheritance & Estate 10/ 274 0 8,200 19,600 19,600 19,600 19,600 19,600 19,600
Conveyance  3/ 8,311 18,216 21,833               21,622 15,405 15,155 14,918 14,694 14,484
Miscellaneous 9/ 536 781 13,985 13,972 13,959 13,947 13,936 726 717
Transient  Accommodation Tax  1/ 7/ 13,566 31,698 70,421 85,030 90,323 96,017 102,020 34,174 28,562
NET TOTAL $4,202,301 $4,364,559 $4,294,726 $4,767,146 $5,053,175 $5,356,366 $5,677,748 $6,018,413 $6,379,518
GROWTH RATE -9.5% 3.9% -1.6% 11.0% 6.0% 6.0% 6.0% 6.0% 6.0%
Notes:

*  Line-item projections generated by the Office of Tax Research and Planning based on the COR forecasts of total general fund revenues.
 

May 26, 2011

8/ Act 59, SLH 2010, repeals the deduction from taxable income for political contributions.  Effective on January 1, 2011.

9/ Act 73, SLH 2010, increases the environmental response tax from $0.05/barrel to $1.05/barrel for the period 7/1/2010 through 6/30/2015.  Sixty cents of the tax on each barrel will be deposited into the general fund.

10/ Act 74, SLH 2010, restores the State's estate and transfer tax as it would be determined under the Internal Revenue Code as of 12/31/2009.  Applies to persons who die after 4/30/10.
11/ The effect of delaying income tax refunds in tax tear 2009.
12/ Act 155, SLH 2010, precludes taxpayers from using a general excise tax benefit, including exemptions, deductions, lower rates, or income splitting, unless the taxpayers follow all administrative requirements, subject to exemptions.  
The Act also creates trust liability for revenues collected by a business as a tax recovery whether such amount is separately stated or not.  Effective on July 1, 2010.
13/ Act 192, SLH 2010, amends the disposition of revenues collected pursuant to tobacco tax law.  Effective on July 1, 2010.

7/ Act 22, SLH 2010, amends the due dates for miscellaneous tax types from the last day of the month to the 20th day of the month, and amends the due date for filing and paying periodic insurance premiums taxes from quarterly to 
monthly.  Effective on July 1, 2010.

GENERAL FUND TAX REVENUE:  FY 2011 to FY 2017

BASE ESTIMATE

1/ Deposits of 44.8% of TAT revenues to counties (Act 156, SLH 1998); 32.6% to the tourism special fund and 5.3% to the TAT trust fund (Act 250, SLH 2002); 17.3% to the convention center enterprise fund (Act 253, SLH 2002);
deposits in excess of fund ceilings gop to the general fund. Act 235, SLH 2005, increases the allocation to the tourism special fund to 34.2% and repeals the TAT trust fund. Effective on July 1, 2007. Act 209, SLH 2006, increases the
ceiling on allocations to the convention center enterprise fund to $33 million. Effective on July 1, 2006. Act 61, SLH 2009, temporarily imposes an additional 1.0% TAT for the period 7/1/2009 through 6/30/2010, and an additional
2.0% TAT for the period 7/1/2010 through 6/30/15. The additional amounts will be deposited into the general fund. Act 5, Special Session Laws of Hawaii 2009, allocates 12.5% of the revenues derived from Act 61 to the tourism
special fund for one fiscal year (FY 2011).
2/ Act 209, SLH 2007, exempts gross income received from the sale of alcohol fuel from the general excise tax for the period from July 1, 2007 to June 30, 2009.  Act 40, SLH 2009, reduces the interest rate on overpayments due to 
taxpayers from 2/3 of 1% to 1/3 of 1% per month or fraction thereof.
3/ Act 222, SLH 2007, expired on June 30, 2008, causing the amount of conveyance tax deposited into the general fund to increase from 15% to 35%.  Act 59, SLH 2009, increased the conveyance tax rates for properties valued $1
million or more.
4/ Act 60, SLH 2009, temporarily increases the standard deduction and personal exemption amounts for taxable years beginning after 12/31/10, and also temporarily creates new tax brackets at 9%, 10%, and 11% for taxable years 
beginning after 12/31/08.  The Act will be automatically repealed on December 31, 2015.
5/ Act 58, SLH 2009, taxes little cigars at the same rate as cigarettes beginning 9/30/09; increases the tax on tobacco products other than cigarettes, little cigars, and cigars from 40% of the wholesale price to 70% beginning 9/30/09; and 
imposes a 50% tax on the wholesale price of cigars.  Act 56, SLH 2009, increases the tax per cigarette from 11¢ to 13¢ on 7/1/09, from 12¢ to 14¢ on 7/1/10, and from 13¢ to 15¢ on 7/1/11; and also amends the dates on which the 
allocations of cigarette tax revenues changes.  Act 59, SLH 2010, increases the tax per cigarettes or little cigar by 1¢ for sales occurring after June 30, 2010.  The additional collections are deposited into the general fund.
6/ Act 21, SLH 2010, alters the order in which income tax credits are claimed, requiring refundable credits to be claimed first, followed by nonrefundable credits.  The Act applies to taxable years beginning after 12/31/09.

Line-item projections generated by DOTAX, TRP consistent with COR total growth rate forecasts



Report from the Department of Budget and Finance 
 
 There were no significant changes for "General Fund Non-Tax Revenues," or for 
"Special Tax Revenues."  The estimates for "Special Fund Non-Tax Revenues" reflect revisions 
to the University of Hawaii’s Kapolei land sale strategy and increases in tuition, as well as an 
increase in enrollment at the University of Hawaii.  The estimates for "Other than Special Fund 
Non-Tax Revenues" reflect additional funds from the American Recovery and Reinvestment Act 
for the Education Jobs Fund and Race to the Top programs (administered by the Department of 
Education); an increase in fiscal year 2011 for rebates from the InformedRx program 
(administered by the Department of Budget and Finance); and increases in fiscal years 2011 and 
2012 for projected changes in employer and employee contributions into the Employer-Union 
Health Benefits Trust Fund health benefits plan, for the addition of State teachers into the plan, 
and for changes to the projection calculations made by the Department of Budget and Finance. 
 














