
NEIL ABERCROMBIE 
GOVERNOR 

 

BRIAN SCHATZ 
                             LT. GOVERNOR 

COUNCIL ON REVENUES 
 

STATE OF HAWAII 
P.O. BOX 259 

HONOLULU, HAWAII 96809-0259 

RICHARD F. KAHLE, JR. 
CHAIR 

 
 

JACK P. SUYDERHOUD 
VICE-CHAIR 

 
            MEMBERS: 
   Avery K. Aoki 
   Carl S. Bonham 

  Christopher Grandy 
  Ronald K. Migita 

   Marilyn M. Niwao 
                   

 

 
 
 
 
 
 

 
May 30, 2012 

 
 

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 29, 2012, the Council on Revenues maintained its 12% 
forecast for State General Fund tax revenue growth in FY 2012.  However, the Council 
lowered its growth forecast for FY 2013 from 7.5% to 5.3%.  The growth rates for FYs 
2014 to 2018 were unchanged. 
 

The downward revision to the forecast for FY 2013 is mainly due to revised 
estimates for the revenue gains from Act 105 and the possibility that the renewable 
energy tax credits might cost more than initially anticipated.  The Council wishes to point 
out that there is still considerable uncertainty about both of these estimates. 

 
 The Council considered the preliminary data reported by the Department of 
Taxation, which shows that cumulative General Fund collections for the first ten months 
of FY 2012 (July through April) were $4,024 million.   
 

The Council members were optimistic about the future of the economy.  
However, they expressed concerns about such factors as the uncertainty in European 
economies and the possibility of a war with Iran. 

 
 Revised forecasts of State General Fund tax revenues for FY 2012 through        
FY 2018 are shown in the table below.  As in all multi-year forecasts, the estimates for 
the later years are subject to greater uncertainties. 
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   General Fund Tax Revenues 

Fiscal Year 
Amount 

(in Thousands of Dollars) 
Growth From 
Previous Year 

   
2012 4,848,828           12.0% 
2013 5,105,816 5.3% 
2014 5,310,049 4.0% 
2015 5,639,272 6.2% 
2016 5,864,843 4.0% 
2017 6,158,085 5.0% 
2018 6,465,989 5.0% 

 
 
            In producing its forecasts, the Council adopted specific adjustments recommended 
by the Tax Department reflecting impacts on General Fund tax revenues of recent tax law 
changes enacted by the 2011 Legislature, including the following: 
 

• Act 97 (SB 570 SD2 HD1 CD1).  Part II repeals State tax deduction for taxpayers 
with Federal AGI above $100,000 (for single taxpayers), $200,000 (for joint 
filers), and $150,000 (for heads of households).  Part III caps itemized deductions 
at $25,000 for a single taxpayer with Federal AGI of $100,000 and above; 
$50,000 for a joint filer with Federal AGI of $200,000 and above; and $37,500 for 
a head of household with Federal AGI of $150,000 and above.  Parts II and III 
sunset on January 1, 2016.  Part IV delays the 10% increase in the standard 
deduction and the personal exemption by 2 years and makes them permanent. 
 

• Act 103 (SB 1186 SD2 HD1 CD1) establishes a temporary $10 minimum daily 
tax on each transient accommodation furnished at no charge.  The Act also 
temporarily limits the TAT revenue distribution to the counties to $93 million per 
year, and limits the distribution to the Tourism Special Fund to $69 million per 
year. 

 
• Act 104 (HB 1039 HD1 SD2 CD1) changes the Rental Motor Vehicle Surcharge 

Tax to $7.50 per day from July 1, 2011 to June 30, 2012, then $3.00 per day 
beginning July 1, 2012.  The Act allocates the $4.50 per day increase to the 
General Fund from July 1, 2011 to June 30, 2012. 

 
• Act 105 (SB 754 SD1 HD1 CD1) suspends certain GET exemptions and imposes 

tax at 4 percent on the previously exempt amounts for the period from July 1, 
2011 to June 30, 2013.   

 
 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 
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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. 
 
 Sincerely, 

  
 Richard F. Kahle, Jr. 
 Chair, Council on Revenues 
 
Attachments 



Results Based on Council Mean Forecasts (in thousands of dollars)

TYPE OF TAX FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018
General Excise and Use Tax $2,316,434 $2,495,807 $2,628,453 $2,850,462 $2,938,344 $3,124,222 $3,322,150 $3,488,628 $3,658,810
Individual Income Tax 1,527,619 1,246,672 1,449,726 1,528,684 1,602,711 1,738,971 1,855,441 1,960,784 2,079,370
Corporate Income Tax 59,186 34,573 78,270 58,943 97,670 70,122 97,190 100,291 93,250
Public Service Company Tax 157,661 117,940 122,545 126,460 130,724 135,133 140,649 146,390 152,366
Tax on Insurance Premiums 104,721 140,456 142,376 152,557 156,167 165,528 175,276 183,109 191,389
Cigarette and Tobacco Tax 85,503 106,137 119,430 125,328 107,639 113,047 118,570 124,224 130,068
Liquor Tax 44,074 48,054 49,188 49,991 50,676 51,328 52,279 53,233 54,204
Tax on Banks and Other Financial Corps. 18,666 31,677 27,955 29,842 30,211 31,674 32,715 33,560 34,391
Inheritance and Estate Tax 1/ 0 6,899 19,600           19,600 19,600 19,600 19,600 19,600 19,600
Conveyance Tax 18,216 21,527 18,579 16,140 12,100 13,234 14,426 15,394 16,424
Miscellaneous Taxes 2/ 781 19,812 79,730 19,241 19,258 14,257 1,023 983 943
Transient  Accommodations Tax 31,698 59,757 112,976 128,568 144,949 162,156 35,524 31,889 35,174
GENERAL FUND TOTAL $4,364,559 $4,329,311 $4,848,828 $5,105,816 $5,310,049 $5,639,272 $5,864,843 $6,158,085 $6,465,989
GROWTH RATE 3.9% -0.8% 12.0% 5.3% 4.0% 6.2% 4.0% 5.0% 5.0%

Notes:

g:\data\trp\cor\forecast\gf1205.xlsx May 29, 2012

2/  The figures on this line include penalty and interest charges, fees and license charges from various taxes, and allocations to the General Fund from the 
environmental response, energy and food security tax and from the rental motor vehicle surcharge.

1/  Act 74, SLH 2010, reinstates Hawaii's estate tax for persons who die after April 30, 2010.

Line item projections generated by Tax Research and Planning Office to be consistent with the total growth forecast
ESTIMATES OF GENERAL FUND TAX REVENUE FROM THE MEETING OF MAY 29, 2012:  FY 2012 TO FY 2018  

ESTIMATEDBASE 



It is noted that the Department of Budget and Finance’s report to the Council on 
Revenues for their March 2012 meeting contained inadvertent errors in the federal 
grants category in FYs 11-13.  Since these amounts are also included in the 
Consolidated table, attached are the revised March 2012 Tables 1 (consolidated) and 
4 (special fund from sources other than tax). 
 
 
Significant Changes from March 2012 Report 
 
 
General Fund Non-Tax Revenues 
 
There are no significant changes to the general fund non-tax revenue estimates. 
 
Special Tax Revenues 
 
Unemployment Compensation Tax - decreases in FYs 13 and 14 reflect delays in 
a scheduled increase in the unemployment insurance tax for one year pursuant to 
Act 6, SLH 2012 (Department of Labor and Industrial Relations). 
 
Special Fund Non-Tax Revenues 
 
Federal Grants - the increases in FYs 11-18 reflect projected increases in Medicare 
payments for the Hawaii Health Systems Corporation (HHSC) based on an audit of 
FY 11 actual revenue collections. 
 
Revenues from Other Agencies - the changes in FYs 12 and 13 reflect revisions to 
the University of Hawaii’s (UH) Kapolei land sale strategy. 
 
Charges for Current Services, Other - the increases in FYs 11-18 reflect projected 
increases in Medicaid and Hawaii Medical Service Association payments for HHSC 
based on an audit of FY 11 actual revenue collections. 
 
Other than Special Fund Non-Tax Revenues 
 
Federal Grants - the net increases in FYs 11-18 reflect increases in federal funds for 
student financial aid, information technology projects (UH) and the medical 
assistance program (Department of Human Services (DHS)). 
 
Charges for Current Services - the net decreases in FYs 11-18 reflect decreases in 
revenue collections for drug rebates, premium shares, third party liabilities, and 
estates and probates in the Health Care Payments program (DHS). 
 
Non-Revenue Receipts - the decrease in FY 12 and increase in FY 13 is attributed 
to a delay in the project bond issuances for several projects under development for 
affordable rental housing (Hawaii Housing Finance and Development Corporation). 
 
 


















