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Introduction:

This document summarizes the trade-offs of the major tax types utilized by the State of Hawaii's public
revenue system. The major tax types discussed in this text are General Excise Tax (GET), the Individual
and Corporate Income Tax, the Transient Accommodation Tax (TAT), and property tax. These five taxes
make up the vast majority of state and local revenue in Hawaii. The GET, Individual Income Tax (lIC),
Corporate Income Tax (CIT), and TAT make up roughly 85% of tax collection at the state level. The other
15% of state collections include taxes like fuel tax, motor vehicle taxes, Insurance Premium Tax,
Unemployment Tax, tobacco taxes, and alcohol taxes amongst others. Some of these tax revenues are
directed to special programs like the fuel taxes (for road construction and maintenance) and
Unemployment Tax (for unemployment insurance). Others excise tax revenues like the tobacco and
alcohol taxes are meant to discourage certain behaviors while raising revenue. Property taxes are
administered at the local level in the state of Hawaii due to a constitutional mandate. In an effort to
provide a study of the state's entire tax system, major state and local taxes are discussed in this paper.
Both are discussed because state government and the local government can provide similar services
(education, security, parks, infrastructure, etc) and the distribution of responsibility vary greatly by
state. The structure of state and local government will affect the how revenue collection and program
administration is carried out. The document begins with a discussion of Hawaii's governmental structure
in relation to other states. It presents concepts that are helpful in the understanding of burden sharing,
tax incidence, and how the tax system can facilitate wealth redistribution. It then offers a discussion of
different tax types specifically: GET, income tax, TAT and property taxes.

A centralized governmental structure

Hawaii has a centralized revenue and public service provision model relative to most other states.
Most of the revenue collection and expenditure occur at the state level as opposed to the local level.
The State of Hawaii receives 76.8% of all state and local revenue, the highest percentage of state
funding in the nation (see Graph 1). The national average of state funding is 58% versus 42% local. The
high concentration of revenue collection at the state level reflects the fact that the state finances many
public services that is financed by local governments elsewhere. For example, Hawaii is unique in that



the state provides 100% of funding for primary and secondary education. In many states, local
government revenue goes to education funding, usually through property taxes.

The centralization of the Hawaii state government brings with it advantages and disadvantages.
Centralized services help governments achieve economies of scale, an important factor in a small state.
However, it also implies that the provision of public services is further removed from the taxpayer and
the populace in general. It is easier for the taxpayer to understand what their taxes are funding at the
local level because fewer services are provided, (i.e. trash, sewer, roads, security, etc) and the level of
government is smaller and (usually) more accessible. By contrast, state government provides more
services like infrastructure, social welfare programs, and environmental regulation, and there are more
layers of bureaucracy. The state budget is larger and more complicated, making it harder for a taxpayer
to understand how their tax dollars are being spent. A more decentralized form of government brings
the public service provision closer to the people who consume the service. This makes it easier for
taxpayers to participate in and influence the process of public service provision in principle.

State revenue as percent of state and local revenue
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Hawaii Tax System at a Glance

The Hawaii tax system is dependent on two major taxes, the General Excise Tax and the Individual
Income Tax, which make up roughly three quarters of revenues. The remaining balance is made up of a
number of smaller taxes (see Graph 2). Taxes can be levied on consumption, income, or wealth (see
Table 1). In the case of Hawaii, the majority of taxes are levied on consumption; thirty-four percent of
the taxes are levied on income; and a very small amount is a tax on wealth (see Graph 3). In comparison
to other state, Hawaii collects more revenue at the state and local level from general sales taxes and
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other taxes, and it collects less revenue from property tax, individual income tax, and corporate income
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tax (see graph 4).
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Table 1: State taxes by type
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Graph 4: Composition of state and local taxes: Hawaii vs National Average
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Criteria for evaluating a tax system

It is important to evaluate of the system of taxation holistically, rather than just concentrating on a
specific tax. Governments usually rely on a number of different taxes to generate revenue. There are
reasons to assess the merits of an individual tax, but it is important to keep in mind that every tax is part
of a larger system. While some taxes may be regressive (they impact lower income taxpayers more than
higher income ones), the tax system as a whole may be progressive, or vice versa. While this paper
evaluates the trade-offs of different taxes using a common criteria, it is important to remember that
each tax is operating in a broader system.

Economic efficiency: Efficient tax systems impose the smallest possible distortions on behavior, or to
the extent that it does distort behavior, it affects behavior in the desired direction. Economic distortions



reduce economic activity by influencing behavior away from the optimal outcome, reducing wealth
generation, and making the society worse off as whole. It is best to levy taxes that minimize distortions.

Fairness: There are two basic ways to evaluate the fairness of a tax system.

The first is the ability-to-pay principle which states that taxpayers with more ability to pay
(higher levels of discretionary income) should bear a larger share of the tax burden. There are
several ways to measure ability-to pay. Horizontal equity refers to the idea that individuals with
similar income and assets should pay the same amount in taxes, regardless of tax system in
place. That is, the tax system should be neutral and not favor one economic group over another.
Targeted tax breaks and other loopholes in the system tend to lower the level of horizontal
equity. Vertical equity refers to the idea that those with greater ability to pay (more income)
should pay more in taxes. Progressive, regressive, and proportional are ways to describe the
vertical equity of a tax system. A progressive system is one where an individual with more
income and more assets dedicates a larger percentage of their income in taxes. A proportional
system implies that tax liabilities stay constant with income. A regressive system is one where
lower income individuals pay a larger part of their income in taxes. Note that even in a
regressive system, a high income person could pay more taxes in absolute terms than a low
income person, but it would just be smaller percentage of their total income (i.e. they pay less in
relative terms).

The second way to evaluate the fairness is through the benefits-received principle. This principle
implies that, those that receive the services provided by the government ought to be the ones
that pay for the same services

Compliance and administrative burdens: Compliance refers to the cost imposed on the private sector to
fill out tax returns, comply with requirements of a given tax, and remit payments. Administration refers
to the costs the government bears enforcing the tax code and collecting taxes. Good tax systems keep
compliance and administrative costs low. This is one reason that economists suggest that a tax system
should remain simple as it makes it easier to comply with and administer the tax code. Complicated tax
systems usually increase administrative and compliance costs because it requires more expertise,
documentation, and effort to abide by statutory requirements.

Revenue adequacy and stability: In general, a good tax system produces revenue growth that keeps
pace with the growth in expenditure demands. A good tax also system minimizes revenue volatility.
Sudden shortfalls in revenue can prompt costly cuts in public programs during economic downturns
when the demand for public services generally increases. To avoid this, it is important to have a tax
system that can provide consistent and stable revenue. Reliance on a number of different taxes can
reduce volatility through diversification, particularly if the taxes are applied to different areas of the
economy. Another way to increase stability is through the utilization of taxes that are more stable.
Revenue adequacy refers to whether the tax system can provide the needed over the long run.



Hawaii's state revenue system matches economic growth over the long term, but revenue is sensitive
to periods of economic decline. Between FY 2007 and FY 2018, revenue as percentage of state GDP has
remained relatively stable at around 8.3% while falling slightly in proportion to Total Personal Income
(see Table 2). Revenues did decline more drastically than economic product during the Great Recession
of 2009 and they remained depressed for several years after.

Table 2: State Revenues and Economic Indicators

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Without County Surcharge

State Rev/GSP 8.2% 7.8% 7.2% 7.2% 7.2% 7.9% 8.4% 8.2% 8.2% 8.3%
State Rev/Total Income 11.2% 10.4% 8.9% 8.6% 8.9% 10.1% 10.7% 10.1% 10.5% 10.5%
With County Surcharge

State Rev/GSP 8.3% 8.0% 7.4% 7.5% 7.5% 8.2% 8.7% 8.5% 8.5% 8.6%
State Rev/Total Income 11.3% 10.8% 9.2% 8.9% 9.3% 10.5% 11.0% 10.5% 10.9%  10.9%

Source: DOTAX

Measuring Income and "Ability-to-Pay"

Definitional issues influence the outcomes of studies looking at the regressivity of Hawaii's tax system
There is no "optimal" tax policy; rather good policy should efficiently achieve the outcomes that match
the preferences of voters. What is the right amount of economic inequality? How many services should
the government provide? How should you distribute the tax burden across the population? While
economic ideas can identify the tradeoffs of different policy preferences and propose efficient ways of
achieving such goals, the answer to these questions is largely political. In Hawaii, policy makers are
particularly interested in the tax burden across different income levels. A central question that the
Legislature and the Governor have asked the TRC to study is how to reduce the regressivity of the tax
system. The first step in this process is to determine the definition of "ability-to-pay." A progressive tax
system, as opposed to a regressive system, places a heavier burden on taxpayers with more ability-to-
pay, which is most often measured by income. The definition of income is not straight forward however.
Accurate measures of income patterns at the extreme ends of the spectrum, (low income and high
income) are very hard to produce. It is important to use extra caution when interpreting the results of
studies at the extreme ends of the income scale. To help with these issues, there are several things to
keep in mind when using income as a proxy for ability-to-pay.

Income measurements can vary substantially depending on if they are measured annually or over the
course of a life-time. Most income statistics are reported using an annual metrics. This is largely due to
the fact that most measures of income, namely tax records, are reported annually. Exclusively using
annual metrics to define a person's ability to pay presents certain challenges that may distort analytical

conclusions. First, an individual's income patterns vary dramatically over a life-time. Earnings tend to
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start low in the early periods of life, peak in their 40s and 50s, and then drop as a person enters into
retirement. Income rates and savings rates tend to peak during the same periods (40s and 50s), which
implies that consumption does not rise commensurately with income over a lifecycle. This is because
people are saving in order to defer consumption towards their years in retirement when they will not be
receiving an income. Depending on the analytical approach, income for retirees appears to be even
lower in states like Hawaii where social security and publicly defined pension benefits are excluded from
the income calculation. Secondly, income patterns can be lumpy, meaning that an individual may
receive high levels of income in some years while very low ones in others. A business owner that sold
their business for millions may decide to not work for several years after the sale. This individual would
register very low levels of income, but most would consider that their ability-to-pay has not changed
dramatically. Economists have long noted that consumption patterns are much smoother than annual
income.® This means that consumption patterns do not change dramatically over a life-cycle. Studies
have found that income taxes are much less progressive and consumption taxes are much less
regressive when looking at the tax burdens over a life-time versus annually.’

Income as reported by most tax authorities is narrowly defined and rarely includes all types of
compensation and benefits. First, some compensation is not reported to the tax authorities either
because it is not required or the individual simply declines to declare such income. There are many
reasons to be paid "off the books," some of which includes increased flexibility, compliance costs,
criminal behavior, and lack of documentation. One estimate found the roughly 8% of the United States
economy is undeclared.> Second, another important form of income that is usually not subjected to
taxes include fringe benefits and health insurances, which includes things like employer sponsored
health care and contributions to retirement plans. These are important sources of income that may go
unreported in income because they are not subject to taxation. Third, non-labor income like capital
income, capital, gains, and business income is sometimes separated out from labor income in some
studies. This type of earning is included in most income studies that are based on taxable earnings,
including this in this document. Fourth, tax credits lower the overall tax burden and boost after-tax
income. Such credits in Hawaii include the Earned Income Tax Credit (EITC) and the Renewable Energy
credit. Most studies using tax records include this type of income in their analysis. Fifth, in-kind
government transfers are an important part of the basket of benefits received, particularly for low-
income individuals. These include programs like vouchers (food stamps) and other benefits like
healthcare (Medicare, Medicaid) and subsidized housing. These benefits are typically not included in
studies that use cash compensation as the measure of income, which includes most studies based on tax
records.

! Friedman, Milton (1957). A Theory of the Consumption Function, Princeton, NJ: Princeton University Press

? Fullerton, Don and Diane Lim Rogers (1991). "Lifetime Versus Annual Perspectives on Tax Incidence." National Tax
Journal, Vol 44, no. 3, (September, 1991), pp 277-87

3 Schneider, Friedrich (2012). "The Shadow Economy and Work in the Shadow: What do we (not) know)?".
Institute for the Study of Labor. Discussion Paper No. 6423.



Income patterns will vary depending on the economic unit. Many studies of income will look at
consumption patterns at the household level. This is usually defined as a group of people living in the
same dwelling that are sharing expenses. For instance, studies using the Consumer Expenditure Survey
data produced by the US Bureau of Labor and Statistics measure consumption and income at the
household level. Other studies will use the tax units as defined by the Internal Revenue Service. Several
tax units filing as independents may be part of the same household, yet members of the same
household are usually sharing fixed costs. All else being equal, three individuals that share cost and
make-up one household will have more disposable income (because they have lower fixed costs) than
three individuals making up three distinct household units even if the combined income of both group of
three individuals is the same. Similarly, two households with the same level of income may not be equal.
A two-adult household where one member works full-time and receives an annual income of $50,000
while the other stays home to take care of the children and perform household duties is better off than
a two-adult household where both adults work full-time and receive an annual salary of $25,000 each
(for a combined household salary of $50,000). This is because the stay-at-home person in the first
household is performing important services like childcare and cleaning that are not being measured by
income. The latter household will presumably have to pay for the same services (or give up valuable
time) make them worse off all else being equal.

Tax Policy, Inequality, and Hawaii

A tax system can help address inequality within a society, but it is not necessarily the most efficient
redistribution tool available. Governments often use the tax system to achieve certain social outcomes,
of which a common one is income redistribution. Debate surrounding a tax usually includes an
evaluation of its progressivity and regressivity. A government can execute redistribution programs that
do not involve taxes however, and taxation is relatively blunt public policy instrument relative to other
more targeted programs. In fact, many other European countries have achieved lower levels of
inequality than in the United States through redistribution programs that rely less on progressive tax
policies. The United States is one of the most unequal countries in the Organization for Economic
Cooperation and Development (OECD), an organization of rich countries, yet it has one of the most
progressive tax systems. In the United States, the richest decile of income earners bears a larger
percentage of the tax burden relative to their incomes than in any other OECD country.® Other
countries are more effective reducing inequality through a larger reliance on cash transfer programs
that are usually targeted at the low income groups. This is to say that if a government is concerned with
inequality, there are programs in addition to the tax system that can be used to address these issues.

Hawaii is one of the most equal states in the country with the third lowest Gini coefficient (a common
measure of inequality (see graph 2). Hawaii is the second least unequal state based on the ratio of the

* For a broader discussion, see OECD (2008) Growth Unequal? Income Distribution and Poverty in OECD countries.
OECD (2008) How much redistribution do governments achieve? And TRP August 2017 presentation to TRC on
Income Tax.



top 1% of income earners relative to the bottom 99%. Since the 1970s, global economic forces like free
trade and technological advancements have resulted in outsized economic gains for top income earners
across the country. This trend has been much less dramatic in Hawaii than in other states however. In
Hawaii, the top 1% of households experienced an income increase of 54% between 1979 and 2013. In
New York, by contrast, the top 1% of households experienced an income increase of 273%.”> The top 1%
of resident households takes homes 1.9% of all income in Hawaii, compared to an average of 20% in the
rest of the country (see graph 3). This suggests that Hawaii does not have as many high income earners
that drive inequality in the state.

Hawaii ranks high in terms of median household income, but the incomes of the top 1% of households
are some of the lowest in the country. The average median household income in Hawaii was $64,859 in
2015, the sixth highest in the country. By contrast, the income threshold for the top 1.0% of income
earners is $281,620, the 45" highest in the county (see table 3). The threshold to be in the top 10% of
resident tax filers is $121,860. These numbers indicate that there are not a lot of high income earners in
the state. There a number of potential causes for the low levels of inequality in the state including high
levels of unionization and high average wages. However, the most likely reason is that Hawaii is not
home to industries that produce large amounts of wealth. Inequality has increased because the
economic gains have been concentrated in highest income levels. Hawaii has not benefited from high
levels of wealth creation, even if it goes to a relative few.
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Graph 3 Share of income captured by top 1%, 1917-2013
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Table 3: Income threshold of top 1.0% of tax filers by state

Rank State Income
threshold of top
1.0%
1 Connecticut $659,979
2 New Jersey $547,737
3 Massachusetts $539,055
4 New York $517,447
5 North Dakota $481,188
6 California $453,772
7 Texas $424,507
Avg United States $389,436
45 Hawaii $281,620

Source: Economic Policy Institute




General Excise and Use Tax

The GET is the largest source of tax revenue in the state. It is structured in such a way that closely
resembles a value-added tax (VAT). The GET is a gross receipts tax that is imposed on the privilege of
doing business in the State of Hawaii. This tax is coupled with a Use Tax that applies to the purchase
from out-of-state vendors. The Use Tax ensures that locally-owned businesses are not put at a
disadvantage relative to out-of-state businesses. While the tax is nominally a gross receipts tax, it is
structured more like a VAT (see Table 3). GET is distinct from the common sales tax levied in other states
because GET is levied on the business rather than on the consumer.® The GET is also distinct in that it
applies to all business transactions made within the state (i.e. it has a broad tax base); whereas most
sales taxes are only applied to retail sales of tangible goods. Business-to-business transactions (which
are considered inputs of final goods) are taxable under the GET, which is different from a pure VAT
where such transactions are exempt. Several exemptions and a wholesale rate of 0.5% reduce the taxes
imposed on business-to-business transactions making its final form closer to that of a VAT.

The other advantage of the GET is that the administrative burden is relatively low compared to other
taxes. It is relatively straight-forward to calculate the gross-receipts of a business. In contrast, a business
must document the cost of all inputs under a VAT, increasing the administrative cost. A sales tax can
increase the administration load as well if there are many exemptions of goods that do not have a
straight-forward definition that need to be documented. Many sales taxes include exemptions for
certain goods like non-prepared food and medicine can increase the complexity of the tax code for
example. The GET in contrast applies to all transactions. The burden of complying with the GET does
increase if the business is applying for one of the many exemptions available to businesses however.

Table 3: Comparison of consumption taxes

GET Sales VAT
Taxpayer (statutory) Business Consumer Business
Coverage Broad Narrow Broad
Activity taxed Gross receipts Cost of taxable goods Value-added
Inputs taxed Yes (kind of) No No
Administrative Burden Low Medium High

The GET raises significant revenue through a low rate and a broad base. This tax adheres to one of the
general principles of taxation which states that tax rates should be low and its application should be

® The business passes the cost of the GET onto the consumer even though it is nominally levied on the business. In
Hawaii, the business is allowed to report the cost of the GET on the receipt for the consumer, so it looks like a
common sales tax as found in other states.
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broad. By applying the tax most goods and services, the tax system is not biased in favor of a particular
sector or good, which decreases the impact on market behavior. Hawaii has one of the lowest combined
state and local sales tax rate of any state that has a sales tax (see table 4), but it raises the most amount
of collections per capita in the nation (see table 5) and is the broadest in scope (see table 6).

Hawaii's GET rate has been remarkably stable relative to sales tax rates in other states. The state has
imposed a state level tax rate of 4.0% since the nineteen-sixties and has remained unchanged since. This
rate stability is in contrast to other states that have constantly had to raise rates in order to make up for
declining revenue (see Graph 5). The average sales tax rate in the country has steadily increased from
2000 (the first year of data available). Other states like California and Texas have increased their rates
from below 4.0% in the sixties to well above that at present. Hawaii has escaped the need to raise rates
in part due to the broad scope of its tax base.

The GET is the most stable of Hawaii's major tax types and is closely correlated with economic
performance. Revenues from the tax reflect movements in the state GDP and Total Personal income
(see Graph 5 and 6). During economic downturns like the one experienced in 2009 however, tax revenue
fell further than economic product.

The broad scope of the tax minimizes the distortionary elements. With few exceptions, the GET is
applied to most sales of goods and services in the state, which means that few sectors receive privileged
status. This reduces the effects on market pricing and promotes market efficiency. One advantage of
the wide reach of the tax is that revenues have kept up with economic growth despite changing
consumption patterns. An important trend over the last several decades is the move from a
consumption basket of mostly durable goods toward a basket where services make up a larger portion
of expenditures. Many states have had to raise sales tax rates to generate the necessary amount of
revenues because they do not tax services. Hawaii has not had this problem because it treats goods and
services equally for the most part

The largest five exemptions by dollar amount include Foreign Trade Zone Sales, Non-profit
Organizations, Out-of-state Sales, Subcontractor Deduction, and Drugs and prosthetic Devices. The
five exemptions that are the most frequently claimed are Taxes Passed On, Out of State Sales,
Subcontractor Deduction, Sales to Federal Government and Credit Union, and Wholesale Transactions
(Sales of tangible property imported for further resale at 0.5%). There are 54 different GET exemptions
offered in the current tax code. In January 2017, DOTAX adopted a form (Schedule GE) that allows for an
easier identification of GE Exemptions claimed via the new software system TSM. DOTAX ran a query for
all G-45s between January 1, 2017 and June 30", 2017, representing 6 months of returns. The
Department ran the query on August 15, 2017. During this period, a total of 59,657 exemptions were
claimed worth $13.6 billion (see Table 6). This is probably less than half of what will eventually be
claimed during Calendar Year 2017. This is because not all the forms from the first six months of the year
have been filed and processed by August 15th. To put things in perspective, taxpayers claimed a total of
$32.6 billion of exemptions in 2015, more than double the amount listed in Table 6. The $13.6 billion
figure represent that amount of gross receipts exempted, not the imputed tax liability exempted.
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State
La.
Tenn.
Ark.
Ala.
Wash.
Okla.
1.
Kans.
N.Y.
Calif.
Ariz.
Tex.
Nev.
Mo.
N.M.
Colo.
Minn.
S.C.
Ohio
Miss.
Ind.
R.I.
Ga.
N.C.
Nebr.
N.J.
lowa
Fla.
N.D.
Utah
S.D.
Conn.
Pa.
W.Va.
Mass.
Vt.
Idaho
Ky.
Md.
Mich.
Va.
Maine
Wis.
Wyo.
Hawaii
Alaska
Del.
Mont.
(d)
N.H.
Ore.

State
Tax

Rate

5.00%
7.00%
6.50%
4.00%
6.50%
4.50%
6.25%
6.50%
4.00%
7.25%
5.60%
6.25%
6.85%
4.23%
5.13%
2.90%
6.88%
6.00%
5.75%
7.00%
7.00%
7.00%
4.00%
4.75%
5.50%
6.88%
6.00%
6.00%
5.00%
5.95%
4.50%
6.35%
6.00%
6.00%
6.25%
6.00%
6.00%
6.00%
6.00%
6.00%
5.30%
5.50%
5.00%
4.00%
4.00%

Rank
33
2
9
40
9
37
13
9
40
1
28
13
8
39
32
45
6
16
27
2
2
2
40
36
29
6
16
16
33
26
37
12
16
16
13
16
16
16
16
16
31
29
33
40
40

Avg.
Local

Tax
Rate
4.98%
2.46%
2.80%
5.01%
2.42%
4.36%
2.39%
2.12%
4.49%
1.00%
2.65%
1.94%
1.13%
3.66%
2.43%
4.60%
0.42%
1.22%
1.39%
0.07%
0.00%
0.00%
3.00%
2.15%
1.39%
0.03%
0.80%
0.80%
1.78%
0.81%
1.89%
0.00%
0.34%
0.29%
0.00%
0.18%
0.03%
0.00%
0.00%
0.00%
0.33%
0.00%
0.42%
1.40%
0.35%
1.76%

Source: Tax Foundation

Table 4: State & Local Sales Tax Rates
As of Jan 1, 2017

Combined
9.98%
9.46%
9.30%
9.01%
8.92%
8.86%
8.64%
8.62%
8.49%
8.25%
8.25%
8.19%
7.98%
7.89%
7.55%
7.50%
7.30%
7.22%
7.14%
7.07%
7.00%
7.00%
7.00%
6.90%
6.89%
6.85%
6.80%
6.80%
6.78%
6.76%
6.39%
6.35%
6.34%
6.29%
6.25%
6.18%
6.03%
6.00%
6.00%
6.00%
5.63%
5.50%
5.42%
5.40%
4.35%
1.76%

Rank
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Table 5 State General Sales Tax
Collections per Capita

Fiscal Year 2015

Collections

State per Capita Rank
Hawaii S 2,090 1
N.D. S 1,835 2
Wash. S 1,746 3
Nev. $ 1,412 4
Wyo. $ 1,384 5
Tex. S 1,226 6
Miss. $ 1,144 7
Conn. S 1,137 8
S.D. S 1,131 9
Ind. S 1,100 10
N.M. S 1,082 11
Fla. S 1,075 12
Ark. S 1,069 13
Kans. S 1,049 14
Ohio S 1,025 15
N.J. S 1,021 16
Minn. S 999 17
Tenn. S 992 18
Calif. S 983 19
lowa S 973 20
Maine S 963 21
Ariz. S 947 22
Nebr. S 943 23
Mich. S 928 24
R.I. S 908 25
Idaho S 885 26
Mass. S 854 27
Wis. S 848 28
uU.S. S 844
Pa. S 771 29
Ky. $ 738 30
Md. S 734 31
S.C. S 729 32
W.Va. S 701 33
1Il. S 696 34
Okla. S 686 35
N.C. S 683 36
N.Y. S 662 37
Utah S 628 38
La. S 627 39
Vit. S 586 40
Mo. $ 556 41
Colo. S 516 42
Ga. S 515 43
Ala. S 507 44
Va. $ 452 45
Alaska S - -
Del. S - -
Mont. S - -
N.H. $ - -
Ore. S - -

Table 6: State Sales Tax
Breadth

Fiscal Year 2015

Sales Tax

State Breadth Rank
Hawaii (a) 104% 1
N.D. 73% 2
S.D. (a) 65% 3
Wyo. 62% 4
N.M. (a) 59% 5
Nev. 49% 6
Miss. 47% 7
Ark. 43% 8
Tex. 42% 9
Maine 41% 10
Ariz. 41% 11
Fla. 40% 12
Ind. 40% 13
Idaho 38% 14
Wash. 38% 15
W.Va. 37% 16
Wis. 37% 16
La. 37% 18
Kans. 36% 19
Ky. 36% 20
Mich. 36% 20
lowa 35% 22
Ala. 35% 23
Nebr. 35% 24
Ohio 35% 24
Colo. 35% 26
Utah 34% 27
Tenn. 34% 28
N.C. 34% 29
Okla. 34% 29
Minn. 33% 31
Ga. 32% 32
S.C. 32% 33
Mo. 31% 34
Calif. 28% 35
N.Y. 27% 36
Conn. 26% 37
R.I. 26% 38
Md. 26% 39
Pa. 26% 39
Vt. 25% 41
N.J. 24% 42
11, 23% 43
Va. 23% 44
Mass. 22% 45

u.s.
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Graph 5: State Sales Tax Rates
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Table 6: GET Exemptions Claimed
From Sch GE Jan 1-June 30th, 2017. Report ran on August 15,2017
Amount # of total of total
amount claimed (%)
(%)
Foreign Trade Zone Sales (§212-8) 2,932,099,805 374 21.6% 0.6%
Non-profit Organizations (§237-23) 2,593,488,294 1,343 19.1% 2.3%
Subcontract Deduction (§237-13(3)(B)) 1,424,110,663 6,415 10.5% 10.8%
Out of State Sales (§237-29.5(1)) 1,169,562,953 8,732 8.6% 14.6%
Drugs and Prosthetic Devices (§237-24.3(6)) 755,413,237 885 5.6% 1.5%
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Wholesale Trans (prop imported for resale at 1/2%) (§237-29.55)

Taxes Passed On (§§237-24(8), 237-24(9), 237-24(10), 237-24(12))
Affordable Housing (§§46-15.1, 201H-36 237-29, 238-3(j))
Maintenance Fees (§8237-24.3(2), 237-24(16))

Sales to Federal Government and Credit Unions (§237-25(a))
Enterprise Zones (§209E-11)

Discounts and Returned Merchandise (§237-3(b))

Federal Preempted Amount (§§237-22, 238-3(a))

Service Related to Ship & Aircraft (§237-24.3(3))
Intercompany Charges (§237-23.5(a))

Certain Oahu Sales (§237-8.6)

Food Stamps and WIC (§237-24.3(5))

Employee Benefit Plans (§237-24.3(4)).

Air Pollution Control Facilities (§§237-27.5, 238-3(k))

Out of State Services Foreign Customers (§238-2.3(1)(C))
Exported Services (§237-29.53)

Shipbuilding and Ship Repairs (§237-28.1).

Subleases of Real Property (§237-16.5)

Scientific Contracts (§§237-26, 238-3(j)).

Reimbursement of Payroll Costs (§237-24.7(9))

Hotel Operator/Suboperator (§237-24.7(1))

Certain Contracts Entered into Before 6/30/2006 (§237-8.6(c))
Real Estate Sales (§237-3(b))

Federal Cost-Plus Contractors (§237-13(3)(C))

Aircraft Service and Maintenance Facility (§§237-24.9, 238-1)
Bad Debts (§237-3(b))

Professional Employer Organizations (§237-24.75(3))

Aircraft Leasing (§§237-24.3(11), 238-1)

Labor Organizations (§237-24.3(9))

Hawaii Convention Center Operator (§237-24.75(2))
Wholesale Amusements (§237-4(a)(13))

Contracting Activity in an Enterprise Zone (§209E-11)

Certain Convention, Conference and Trade Show (§237-16.8)
Merchants’ Association Dues (§237-24.3(8))

Common Paymaster Exemption (§237-23.5(b))

Shipping and Handling of Agricultural Commodities (§237-24.3(1))
TRICARE (§237-24(17))

Producers (Certain property used) (§238-4)

Potable Water (§237-23(a)(7))

Orchard Operator (§237-24.7(4))

Mass Transit (§237-24.7(2))

Insurance Proceeds Because of a Natural Disaster (§237-24.7(6))
Petroleum Refining (§237-27)

Small Business Innovation Research Grants (§237-24.7(10))
Disability Provisions (§237-24(13))

Diplomats and Consular Officials (§§237-24.3(10), 238-1)
Sugar Cane Payments to Independent Producers (§237-24(14))
Patient-Centered Community Care (§237-24(18))

Stock Exchange Transactions (§237-24.5)

Mislabeled/unspecified

Total

744,138,352

582,689,240
503,882,723
381,208,149
320,317,787
197,062,950
190,971,932
172,468,827
170,923,153
161,687,357
150,629,940
118,631,949
107,817,086
103,372,580
89,217,032
85,190,888
76,845,799
68,027,513
61,983,043
46,490,001
39,018,197
37,344,705
31,930,852
31,894,139
24,333,948
22,257,587
19,707,563
17,615,405
10,355,643
8,757,132
8,168,643
7,757,349
5,686,635
4,180,826
4,164,995
3,938,566
3,732,808
2,365,303
2,103,214
1,792,657
1,347,635
1,097,466

< 1 million

< 1 million

< 1 million

< 1 million

< 1 million

< 1 million

< 1 million

55,550,215

13,556,929,064

2,390

19,819
939
2,158
3,153
332
1,521
343
139
678
1,138
1,691

190
944
689
208
1,747
338
111
163
68
341
64
82
774
88
19
33
22
119
74
15
25
39
38
139
34
<10
31
<10
<10
30
14
294
111
<10
22
11

543

59,647

5.5%

4.3%
3.7%
2.8%
2.4%
1.5%
1.4%
1.3%
1.3%
1.2%
1.1%
0.9%
0.8%
0.8%
0.7%
0.6%
0.6%
0.5%
0.5%
0.3%
0.3%
0.3%
0.2%
0.2%
0.2%
0.2%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

0.4%

100.0%

4.0%

33.2%
1.6%
3.6%
5.3%
0.6%
2.6%
0.6%
0.2%
1.1%
1.9%
2.8%
0.3%
0.3%
1.6%
1.2%
0.3%
2.9%
0.6%
0.2%
0.3%
0.1%
0.6%
0.1%
0.1%
1.3%
0.1%
0.0%
0.1%
0.0%
0.2%
0.1%
0.0%
0.0%
0.1%
0.1%
0.2%
0.1%
0.0%
0.1%
0.0%
0.0%
0.1%
0.0%
0.5%
0.2%
0.0%
0.0%
0.0%

0.9%

100.0%
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Several exemptions are designed to reduce taxes on business-to-business transactions, which reduces
pyramiding and makes the GET more closely resemble a VAT. The wholesale rate is taxed at 0.5%
rather than the standard 4.0%, reducing the tax on business inputs. If the GET were to behave strictly
like a VAT, all business inputs including wholesale transactions would not be subject to tax. Additionally,
all out-of-state exports are not subject to the GET tax so as not make exporting companies
uncompetitive relative to out-of-state entities that do not have to pay the GET. Entities like insurance
companies and public utility companies are exempted from the GET tax to avoid pyramiding issues.
However, they are subject to alternative taxes with rates more appropriate to their industries.
Contractors can deduct the expenses paid to subcontractors. Finally, there is a refundable income tax
credit for GET pain on the purchase of capital goods. While this tax credit derives from the income tax,
the intent is to eliminate the GET tax liability on investments in fixed capital goods. A study found that
tax pyramiding results in an effective rate of 4.5% versus the actual rate of 4.0%.’

The amount of exemptions being claimed has been growing, reducing the overall tax liability to the
state. There has been a gradual increase in the amount of exemptions claimed relative to total gross
receipts reported. In 2004, filers claimed that 15.6% of gross receipts were exempt from the taxable
base. In 2015, 25% of gross receipts were claimed exempt, representing a 9.4% increase over an 11 year
period (see Table 7 and Annex 1). Graph 6 shows that exemptions claimed have been growing faster
than the gross receipts in relative terms. These shifts represent significant changes to the amount of GET
revenue collected over time. If the rate of exemptions in 2015 would have been the same as in 2004
(15.6%), the state would have received $256 million more in revenue during the fiscal year. The number
of exemptions has not increased as rapidly as the amount of the exemptions claimed. In 2004, 8.8% of
the lines populated with a gross receipt amount were associated with an exemption. In 2015, the
number of lines populated was 9.7% suggesting the relative number of exemptions has not increased
dramatically. Alternatively, the amount of the average exemption line claimed (number of exemptions/
amount of exemptions) was $581,000 in 2004 versus $1,293,000 in 2015, a more than 100% increase.®
The increase in the amount of claimed exemptions occurred in a select few categories including:
services, hotel rental, other rental, all other and Use (4%) at the 4% rate and in wholesaling,
manufacturing, producing, and intermediary services at the 0.5% rate (see Table 7). Segments like
retailing (the most important sector in terms of revenue) and contracting did not see a commensurate
increase in exemptions claimed.

There are several possible explanations for the increase in exemptions relative to gross receipts. 1)
Taxpayers may be correctly claiming more exemptions than in the past. 2) Taxpayers may be incorrectly
claiming more exemptions (e.g., Taxpayer used to claim just the subcontracting exemption but is now
also claiming scientific contracts, air pollution control facility, etc.) and incorrectly claiming higher

’ Tax Research and Planning Office, Hawaii Department of Taxation. "Study of the Progressive or Regressive Nature
of Hawaii's Taxes (Appendix D) 2005-2007 Tax Review Commission

8 Adjusted for inflation, the 2015 average exemption figure would be $1,025,000 in 2004 dollars versus $581,000 in
2004,
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amounts of income as exempt. State tax auditors have noticed that taxpayers have become more

aggressive with both the number of exemptions claimed on their returns and the amounts that they

claim.? 3) In 2010, the state enacted Act 155 which required all taxpayers to file information regarding

gross proceeds whether they had a tax liability or not. This prompted many organizations with no tax

liability like non-governmental organization to file tax forms for the first time. This would have increased

the amount of exemptions in relation to the total tax base. While Annex 1 shows that there was large

increase in exemptions in calendar year 2011, the year after the law was enacted, the general trend

towards higher exemptions as percentage of gross receipts increased before and after the 2010,

suggesting that this is only part of the explanation. The numbers suggest that it would be worth taking a

closer look at GET exemptions (particularly the amounts) to ensure that they are justified.

Table 7: Exemptions as percentage of gross proceeds over time

% of Total GET

Exemptions/gross proceeds Tax Liability
2004 2015 Difference 2015
TOTAL 15.6%  25.0% 9.4% 100.0%
ALL 4% 16.9%  24.5% 7.6% 95.9%
Retailing 14.7%  15.1% 0.4% 42.8%
Services 12.3%  28.0% 15.7% 18.9%
Contracting 34.1% 34.1% 0.0% 11.2%
Amusement 4.8% 6.1% 1.3% 0.5%
Interest 0.0% 0.0% 0.0% 0.0%
Commissions 30.6%  29.8% -0.9% 1.6%
Hotel Rental 42%  12.8% 8.6% 6.1%
Other Rental 4.9%  12.0% 7.1% 9.3%
All Other 29.4%  63.2% 33.8% 4.1%
Use 4% 7.1%  21.6% 14.5% 1.3%
ALL UNDER 4% 125%  26.6% 14.1% 4.1%
Wholesaling 16.2%  30.4% 14.1% 2.5%
Manufacturing 17.1%  36.2% 19.1% 0.1%
Producing 10.9%  63.0% 52.1% 0.1%
Intermediary Services 9.2% 55.7% 46.5% 0.1%
Insurance Commissions 7.7% 7.9% 0.2% 0.0%
Use (1/2%) 5.2% 7.4% 2.3% 1.3%

° The numbers produced in Table 7 and Annex 1 are the aggregate figures reported on the tax forms G45 or G49.
They do not represent audited numbers or the final amount paid by the taxpayer since they do include

adjustments due to audits or any formal investigation from the Department of Taxation.
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Use 4% = Imports for
Consumption.

Use (1/2%) = Imports for Resale.
Calculated by the Department of Taxation, Tax Research and Planning Office.

Graph 6: The growth of GET exemptions relative to other gross receipts, taxable base, and tax liability
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A sizable percentage of the GET is exported to non-resident taxpayers. One advantage, from state
resident's point of view, is that much of the tax burden is paid by non-residents. This is due to the fact
that many non-residents engage in high levels of consumption within the state. The two largest
populations are tourists and non-resident military personnel. A number of studies have attempted to
quantify the amount of GET paid by out-of-state residents, the results of which range between 20% to
38%. Older studies find that the amount of tax exported is 20% (Bowen and Leung 1989) and 32.9%
(Miklikus et al 1988).™ A more recent study found that the amount exported is 37.9% (Tax Research &
Planning 2006)."

GET is regressive like most consumption taxes. Nearly all consumption taxes are found to be regressive,
and the GET is no exception. This is because lower income people spend a larger percentage of their
income on consumption than higher income folks. The GET may be more regressive than sales tax found
in some other states because it does not exempt basic items like groceries and healthcare which make
up a larger percentage of consumption at lower income levels. The regressive aspects of the excise tax
have been documented in different studies. DOTAX finds that burden falls from 5.75% of income for

10 Bowen, Richard and Pingsun Leung (1989). "Tax Pyramiding and Tax Exporting in Hawaii: An input-output
analysis." Research Extensions Series 102
" Tax Research and Planning Office, Hawaii Department of Taxation. "Study of the Progressive or Regressive
Nature of Hawaii's Taxes (Appendix D) 2005-2007 Tax Review Commission
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annual income levels lower than $14,400 to 1.15% for incomes over $70,000 per year.” Another study
(Fox 2006) finds that the burden is 4.95% for people with income brackets under 14,400 and 1.05 for
annual incomes over $70,000.

Looking at estimates of the amount of tax paid relative to income may lead to misleading conclusions
about regressivity however. There are a number of potential reasons for this fact which include: 1)
people use savings to make up for lower income as one would expect for retirees or people between
jobs; 2) low income households often receive in-kind benefits like housing and food stamps that boost
their consumption potential; and/or 3) people may be underreporting their income.”* Consumption
patterns tend to be smoother and more constant than income over a lifetime. There are reasons to
believe that consumption is a more appropriate indicator of average lifetime income than annual
income.” Studies have found consumption taxes to be much less regressive using lifetime measures
versus annual measures.'® These finding hold in the case of Hawaii as well. Both of the studies on the
distribution of the tax burden of GET mentioned above find that taxes are less regressive when using
lifetime measures (i.e. using consumption as the denominator instead of income). The DOTAX studies
find that the GET burden declined by 80% between the lowest and highest income brackets when
measured by annual income versus 27% when measured by lifetime earnings. Fox (2006) finds an 82%
(5.95% to 1.05%) decline using the income metric versus a 35.5% decline (3.21% to 2.07%) (see graph 7)
In summary, the GET is regressive but when measured in terms of consumption it is less regressive than
what the initial results of many studies suggest.

Graph 7:

2 Tax Research and Planning Office, Hawaii Department of Taxation. "Study of the Progressive or Regressive
Nature of Hawaii's Taxes (Appendix D) 2005-2007 Tax Review Commission

B Fox, William (2006). "Hawaii's General Excise Tax: Should the Base be Changed? TRC 2005-2007

" Most of the studies on the distributional impact of consumption taxes in the United States depend on data from
the Consumer Expenditure Survey. The survey design methodology is better a measuring consumption patterns
than income. There is evidence that income tends to be underreported in the survey.

B Csperen Erik, Gilerbert Metcalf (1994). "Is a Value Added Tax Regressive? Annual versus lifetime incidence
measures." National Tax Journal. Vol 47, n. 4 (December, 1994), pp. 731046.

®see Csperen Erik, Gilerbert Metcalf (1994). "Is a Value Added Tax Regressive? Annual versus lifetime incidence
measures." National Tax Journal. Vol 47, n. 4 (December, 1994), pp. 731046. Fullerton, Don and Diane Lim Rogers
(1991). "Lifetime Versus Annual Perspectives on Tax Incidence." National Tax Journal, Vol 44, no. 3, (September,
1991), pp 277-87
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Source: William Fox (2006). Hawaii's General Excise Tax: Should the Base be Changed? TRC 2005-2007

GET is the largest source of General Fund revenue, and small changes in rates can have large impacts
on collections. Due to the size and the breadth of the GET, a straightforward way to make revenue
adjustments is through rate changes to the GET. Every 0.5% change in the GET rate roughly equates to a
6.2% change (5384 million) in general fund revenues (see table 8).

Table 8: GET headlines numbers and revenue Implications ($ thousands)

Rate Changes 3.5% 4.0% 4.5% 5.0% 5.5%

Rev Collection 2,820,970 3,205,733 3,590,496 3,975,260 4,360,023

Net Impact (384,763) 0 384,763 769,526 1,154,290
% of GET -12.0% 0.0% 12.0% 24.0% 36.0%
% of GF -6.2% 0.0% 6.2% 12.4% 18.6%

As far as taxes go, the GET performs well against standard criteria such as economic efficiency,
administrative burden, and stability; it does less well in terms of fairness if progressivity is a priority.
The broad scope of the tax does not favor or disfavor particular sectors of the economy like goods
versus services. This minimizes economic distortions and maintains economic efficiency. The large base
and targeted exemptions keep tax pyramiding relatively low. Some taxes are levied on many business-
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to-business transactions which increase the cost of doing business however. In terms of fairness, the tax

is regressive because lower income individuals spend a larger percentage of their income on taxed

consumption. However, the tax is less regressive if a life-cycle measure is used. The administrative

burden associated with compliance costs and administrating the tax is low for the both the taxpayer and

the state government. Finally, the GET provides stable form of government revenue that is closely

associated with economic growth (see table 9).

Table 9: Assessing the GET

Economic Efficiency

Fairness

Administrative Burden

Stability

The broad base and targeted exemptions keep tax pyramiding
relatively low

There is still some tax on most business-to-business transactions,
which increases the cost of doing business

Broad scope does not favor or disfavor a particular sector (low
distortions)

Regressive because lower income people spend a larger
percentage on taxed consumption

Less regressive if lifecycle is taken into account

Low compliance costs and low administrative costs by the
government

GET revenue is closely correlated with GDP growth but falls more
significantly during economic downturns
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Individual Income Tax

State individual income tax is the second most important source of General Fund revenue,
contributing slightly less than 30% of revenues. In terms of the contribution to the state and local taxes,
the individual income tax contributes 21% of tax revenues for Hawaii. This is in line with the national
average where 23% of taxes come from the individual income tax. The individual income tax is a more
volatile tax than the GET (see Graph 8).

Graph 8:
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Despite the fact that its common use by governments, incomes taxes have the potential to impose
distortions on the economy. Individual income tax is effectively a tax on labor, an economic input. In
simplistic economic models, firms have to decide how to best utilize the inputs of capital and labor in
order to produce a good or service that is consumed by the population at large. A tax on an input has a
greater propensity to influence economic decision making because you are effectively changing the
price of labor versus capital (or vice versa), which in turns influences the firm's decision on how to utilize
amount of labor versus the amount of capital. Taxing income discourages work since the individual is
not collecting all the economic gains directly through their wages—since part of their wage goes to
taxes. Individuals will then withdraw their labor, which leads to a decline in economic output.
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Relative to consumption taxes, income taxes also provide a disincentive to save. This is because
income taxes favor present consumption over future consumption. While the tax is applied in the
present, the consumption takes place in the future. Since all things in the future are uncertain, it should
be discounted by some time variable. This is in contrast to a consumption tax which only applies the tax
at the moment of consumption (regardless of whether the income was saved or not). A consumption tax
taxes current and future consumption at the same rate, whereas an income tax in effect taxes future
consumption at a higher rate than current consumption. This is one of the reasons why many
governments allow retirement savings such as a 401(K) to be tax deductible.

Table 10: Income tax versus consumption tax

Individual Income Tax Consumption Tax

Equity Tend to be more progressive (using Regressive (less in life cycle terms)
graduated rates)

Efficiency Moderate distortion: Taxation of input  Minimal distortion: If applied

reduces work, depends a lot on rates.  equally to all consumption goods
Discourages savings

Administrative Burden  Easy to moderate Easy

Avoidance Moderate to high Low

Most governments tax labor inputs more than capital (i.e capital gains taxes and corporate income tax
are less than labor tax) because capital is mobile whereas labor is more domiciled (and thus it is
harder to avoid the tax). Moreover, capital accumulation is strongly correlated with growth, so
governments lower the tax on capital to promote investment. Labor traditionally is considered to be less
mobile, but this may be changing in the e-economy. When people can work from anywhere, they can
elect where they want to reside and effectively choose their tax jurisdiction, especially when deciding to
reside in states where there is a large differential in tax rates is significant.

Governments tend to utilize income taxes due to its ability to redistribute wealth. Such a tax allows
authorities to apply different rates according to individual's "ability to pay." Applying a graduated tax
schedule can help redistribute wealth and reduce inequality. It is important to remember that income is
not wealth however, and wealth is probably the most appropriate measure of "ability to pay." Taxing
both wealth and income can be difficult since many assets and even income are easily moveable.
Wealthy individuals that can employ the help of sophisticated accountants have an easier time "hiding"
their income from the tax authorities. They are also better able to engage in tax planning which further
reduces their tax liability.

There are several notable features of the Hawaii individual income tax. The system is progressive
relative to other states. Unlike federal rates, the brackets are not indexed to inflation. There is a
relatively low standard deduction compared to the federal rate (Hawaii is $4,400 for married filing
jointly versus $12,600 at the federal level). There are a number of refundable credits that offset the tax
burden for lower income individuals. The state exports a large amount of the tax burden to the federal
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government, particularly at high income levels. The largest and most costly state specific exemption is
pensions and social security, which expected to grow over time.

Hawaii has one of the highest marginal tax rates in the country. Of the 43 states that levy individual
income taxes, Hawaii has the second highest rate in the country.'” Only California levies a higher rate of
13.30%, a rate which is imposed on income exceeding $1 million. Hawaii's 11% rate takes effect at
$400,000 for a joint filer, meaning the state imposes the highest rate on a lower amount of income (see
table 11). The state has the most brackets in the country with 12 different brackets. California and
Missouri have the second most amounts of tax brackets with 10 each. Hawaii's income brackets are
steep on the extremes and relatively flat in the middle (see table 12). Another approach to measuring
the progressivity of a tax structure is to look at the effective tax rate of a typical household at different
income levels. Table 13 conducts such an analysis for five different states. It uses the standard deduction
with no dependents and does not account for any refundable tax credits. It then looks the difference in
the effective tax rate between a married, filing jointly household with an annual income of $350,000
versus one making $50,000. The results suggest that Hawaii has the second most progressive income tax
structure after California not taking into account refundable credits.

Table 11: Highest Marginal Tax Bracket

1 California 13.30%
2 Hawaii* 11.00%
3 Maine 10.15%
4 Oregon 9.90%
5 Minnesota 9.85%
6 lowa 8.98%
7 New Jersey 8.97%
8 Vermont 8.95%
9 DC 8.95%
10 New York 8.82%
11 Wisconsin 7.65%
12 Idaho 7.40%

Source: Tax Foundation

Table 12

Y This analysis includes the high income tax brackets of 9%, 10%, 11% approved by the State Legislature in 2017.

24



Tax brackets for Selected States
(Joint Filers)

Colorado Virginia Maryland California Hawaii*
4.63% of federal 2.00% > $O 2.00% > s$O 1.00% > SO 1.40% > s$O
taxable income 3.00% > $3,000 3.00% > $1,000 2.00% > $16,030 3.20% > $4,800

|  5.00% > $5,000 4.00% > $2,000 4.00% > $38,002 5.50% > $9,600
5.75% > $17,000 4.75% > $3,000 6.00% > $59,978 6.40% > $19,200
‘ 5.00% > $150,000 8.00% > $83,258 6.80% > $28,800
5.25% > $175,000 9.30% > $105,224 7.20% > $38,400
5.50% > $225,000 10.30% > $537,500| 7.60% > $48,000
5.75% > $300,000 11.30% > 5644.998} 7.90% > $72,000
12.30% > $1,074,996 8.25% > $96,000
13.30% > $1,074,996 9.00% > $300,000
| 10.00% > $350,000
11.00% > $400,000

Table 13 Rates on Taxable Income for selected states (married, filed jointly)

Adjusted
Gross
Income 50,000 75,000 100,000 150,000 350,000 Ratio
350,000/
Marginal Effective|lMarginal EffectivelMarginal EffectivelMarginal EffectivelMarginal Effective] 50,000
Hawaii
(2018) 7.60% 5.72%| 7.90% 6.36%| 8.25% 6.76%| 8.25% 7.25%| 10.00% 7.93% 139%

California 4.00% 2.16%| 6.00% 3.17%| 8.00% 4.21%| 9.30% 5.86% 9.30% 7.83% 363%
Maryland 4.75% 4.64%| 4.75% 4.68%| 4.75% 4.70%| 5.00% 4.71%| 5.50% 5.13%| 110%

Colorado  4.63% 4.63% 4.63% 4.63% 4.63% 4.63% 4.63% 4.63% 4.63% 4.63% 100%

Virginia  5.75% 5.23%| 5.75% 5.41%| 5.75% 5.49% 5.75% 5.58% 5.75% 5.68% 109%
Source: Dotax calculations (year 2016 exempt in case of Hawaii)

The individual income tax is progressive according to a number of metrics. Graph 9 shows the share of
taxes paid into the system versus the share of income received for a given income group. A score of 1.0
means that for a given bracket the amount of income received relative to the income of the entire state
equals the amount of taxes paid relative to the amount of taxes received by the state. A score of 1.0
across all income brackets would suggest that the tax is proportional. Numbers greater than 1.0 at the
high end and lower than 1.0 at the low end of the income spectrum would suggest that the tax is
progressive. The graph shows that for taxpayers earning less than $150,000, the share of the state's
income is larger than their share of taxes paid. It also shows that the share of taxes paid by taxpayers
making more than $300,000 is 48% more than their share of income. The numbers which are greater
than 1.0 on the high end of the income spectrum implies that Hawaii's individual income tax is
progressive. Graph 10 shows that the effective tax rate amongst different income classes. The effective
tax rate increases with income another sign of progressivity. Refundable tax credits reduce the tax
burden of lower income individuals substantially.
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Graph 9: The share of tax liability/ share of income along income brackets
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Graph 11: Effective tax rates by income
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Residents benefit from a number of federal and state deducts that reduce the overall tax burden. The
majority of the large deductions derive from federal exemptions. The State of Hawaii conforms to the

federal IRS code unless specifically stated otherwise. The largest tax expenditures at the federal levels

include the employee-sponsored health insurance deduction, pension contribution and earning

deduction, and the mortgage interest rate deduction (see table 14). The largest deduction that occurs at

the state level is the exemption of employee sponsored pension income and Social Security, estimated

to cost the state $226 million in annual revenues. The forgone revenue from the state retirement

deduction is expected to grow. This is because the percentage of the state's population that is 65 and
older is expected to grow. Between 2010 and 2016, three quarters of the state's net population growth
was attributable to residents 65 and older growing from 14.3% of the population to 17.1%.

*DOTAX calculation: Dollar amounts represent cost to the federal government and state of Hawaii.

Table 14: Major deductions and reductions in tax liability

Deduction Federal (2013) Hawaii (2013)

Major Federal
Employee-sponsored health $260 Billion $358 million
insurance
Pension contribution and $140 Billion $192 million
earnings
Mortgage interest rate $ 70 Billion $96 million
deduction

State

Pension and Social Security $226 million
exemption

Table 15: Value of state and local tax deduction to Hawaii taxpayer by deciles (2015)

Deciles Fed AGI Amount Percent/total
0 <$6,433 $158,662 0.0%
0.1 $6,433+ $217,131 0.1%
0.2 $13,994+ $535,362 0.2%
0.3 $21,811+ $995,372 0.3%
0.4 $29,435+ $2,144,375 0.6%
0.5 $38,177+ $6,117,689 1.8%
0.6 549,042+ $12,452,639 3.6%
0.7 $64,283+ $26,007,302 7.6%
0.8 $86,163.5+ $56,829,448 16.6%
0.9 $121,860+ $237,595,988 69.3%
Total $343,053,968 100%

Source: DOTAX
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Hawaii exports a large portion of the individual income tax burden to the federal government. Being
amongst the states that have high individual income tax rates, the Aloha state is a large beneficiary of
the federal income exemption that exempts state and local taxes paid. The state and local tax
exemption reduced resident's federal tax burden by $343 million in 2015. Elimination of this federal
exemption would have a large impact on residents since it would increase their overall tax burden,
especially in comparison to low income tax states (see Table 15). High income earners are the biggest
beneficiaries of this federal exemption because they pay a larger share of the state's taxes and they are
more likely to claim itemized deductions.

In summary, the individual income tax in Hawaii provides an important and relatively stable income
source that is quite progressive compared to other states. As noted above, the individual income tax
discourages savings relative to a consumption tax. The high rates found in the state have the potential
to prompt tax avoidance behavior, which lowers the potential to generate revenue. The progressivity of
the tax plays an important role in making Hawaii's overall tax system more progressive, which
compensates for other regressive taxes like the GET. The administrative burden and compliance costs
are moderate for the tax. The income is generally stable in that it rises proportionally with state
expenditures, yet it can be a more volatile source than GET (see Table 16).

Table 16: Assessing the Individual Income Tax
Economic Efficiency * |IT penalizes savings in comparison to
consumption tax (mitigated by tax breaks on
retirement savings)
* High rates (especially in higher incomes) may
prompt tax avoidance and lower potential to
generate revenue

Fairness * Progressive, a common mechanism for
redistribution

Administrative Burden * Moderate compliance costs and moderate
administrative costs by the government

Stability * |IT revenue is more volatile than GET revenue

Corporate Income Tax

The Corporate Income Tax generates a relatively small amount of revenue for the state. The discussion
of this tax in this document is less thorough than other taxes because it represents a small percentage of
states revenue and the Tax Review Commission has commissioned a paper specifically looking at this
issue. The corporate income tax generated 1.2% of total collections from 2011 to 2016. Of the 44 states
that collect corporate income tax, Hawaii ranks last (44"™) in terms of collections per capita. Hawaii's top
corporate income tax rate of 6.4% falls in the middle of the range of tax rates nationally. North Carolina
has the lowest corporate tax rate at 3.0% while lowa has the highest at 12.0%.

Graduated corporate tax systems like the one that exists in Hawaii make less sense than graduated
individual tax systems. This is because corporate earnings are not indicative of the "ability to pay" as is
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the case for individuals. Graduated rates may incentivize firms to engage in economically wasteful tax
planning, such as keeping their profits below a certain threshold to avoid the tax rate increase. Hawaii
has three graduated tax brackets and a distinct capital gains rate (see table 17).

Table 17: Hawaii's Corporate Income Tax Rates (2017)
Bracket Rate
Less than or equal to $25,000 4.4%
Above $25,000 to $99,000 5.4%
$100,000 and above 6.6%
Capital Gains 4.0%
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Transient Accommodation Tax

The Transient Accommodation Tax (TAT) is the third largest source of tax revenue and has grown
rapidly in recent years. The TAT generated 6.5% of total tax collections in 2016, up from 4.5% in 2010
(see graph 12), and the tax collections from TAT have grown quicker than the GET (see graph 13). The
reason for the increase in TAT revenue includes rate increases that occurred in 2009 and 2010, rising
prices of room rates in the state, and a larger number of rooms being rented out that are subject to TAT.
The tax is levied on gross rental proceeds derived from furnishing "transient accommodation" for less
180 consecutive days. The state allows certain exemptions for non-governmental organizations, health
care facilities, students, publicly subsidized lodging, and military personnel. The TAT rate has nearly
doubled since its creation in 1986 (see graph 14) to the current rate, as of June 2017, of 9.25%. The TAT
is levied on time share vacation units in a special subset of the tax called the Timeshare Occupancy Tax
(TOT). The TOT rate had been lower than the TAT rate, but the rates were equalized beginning January
1, 2017. The TAT and TOT are now reported by DOTAX as one figure in their reports. TOT represents a
small amount of overall TAT revenue, making up only 3.8% of all TAT revenues between 2012 and 2016.
Oahu generates the most amount of TAT revenue at 47.6% of total, followed by Maui (31.0%), Hawaii
(12.2%), and Kauai (9.2%) (see Table 19). As of July 1, 2017, the counties received $93 million annually
from TAT funds. Of this amount, Honolulu receives 44.1% of the funds; Maui receives 22.8%; Hawaii
receives 18.6%; and Kauai receives 14.5%. This means that Kauai and Hawaii receive a slightly higher
percentage of revenue than their share of revenue contribution, while Oahu and particularly Maui
contribute more.

More than half of TAT revenues go to the General Fund. A large portion ($203 million) of TAT revenues
are earmarked for special programs.'® The counties receive $93 million, a tourism special fund receives
$82 million, and the convention center receives $25.6 million, with the rest going to special programs
that are conservation related (see graph 15). Any TAT revenues in excess of the $203 million go to the
General Fund. TAT revenues are more volatile than GET revenues, meaning that they tend to fall further
in percentage terms during periods of economic downturns (see graph 16).

Increases in TAT rates do not appear to adversely affect visitor arrivals or spending at the current
rates. The legislature increased the TAT rates three times in the last 20 years, once in 1999, 2010, and
2011. Visitor arrivals increased after each subsequent rate increase (see graph 18). Visitor spending
does not appear to be affected by rate increases either (see graph 19).

Using the criteria set out in this document, the TAT performs well in terms of economic efficiency,
fairness, and administrative burden. At current rates, the tax does not appear to affect visitor's decision
to come to Hawaii. The tax has the added benefit in that it is largely born by non-resident visitors. It also
taxes a unique "comparative advantage" of the state that is difficult to replicate in other jurisdictions.
Other states cannot easily recreate the beaches, topography, and culture of Hawaii that draws tourists,
which makes demand for the Hawaii tourism product less price sensitive (since there are fewer close

18 According to state law as of June 1, 2017.

30



substitutes). The tax can be considered "fair" in the sense that it is a targeted tax that is not born by low
income residence. The compliance costs and administrative burden are relatively low, on par with the
GET. The tax revenues are more volatile since tourism purchases are more sensitive to economic
performance than other goods.

Graph 12: TAT revenues vs total tax collections Table 14: TAT and GET revenue growth
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Table 19

TAT Liability by county
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2011
2012
2013
2014
2015

Mean

Oahu

45.5%
46.5%
48.0%
49.9%
48.1%
47.6%

Maui

33.5%
32.5%
31.4%
28.2%
29.5%
31.0%

Hawaii

12.1%
12.0%
11.7%
12.5%
12.8%
12.2%

Kauai

8.9%
9.0%
9.0%
9.4%
9.6%
9.2%

Table 18: Assessing the TAT

Economic Efficiency

Fairness
Administrative Burden

Stability

Reasonable: At current rates, does not appear to affect
visitor's decision to come to Hawaii

Exported: Largely born by non-residents
Taxes a unique "comparative advantage" of Hawaiian

Progressive: Targeted tax that affects tourists and not low
income residents

Relatively low compliance costs and low administrative costs
by the government

TAT revenue is more volatile than GET and is sensitive to
economic downturns




Property Tax

Residential property taxes are amongst the lowest in the country in terms of rates and collections.
Only 17% of state and local taxes come from property tax compared to an average 31% nationally. Of
the property tax that is collected, most collections come from commercial taxes rather than residential.
Residential property tax rates are amongst the lowest in the country. Hawaii ranked fiftieth in terms of
property taxes paid as a percentage of owner-occupied housing values (see table 19). The Aloha state is
one of 14 states in the country where property taxes are not levied at the state level. Only counties are
allowed to levy property taxes according to the state constitution.

Given the structure of the state's economy and its endowments, there are several reasons why a
residential property tax would be appropriate. Land is one of the scarcest resources in the state and
one of the leading sources of wealth. Given its scarcity, it is incumbent on Hawaii to efficiently use its
land to achieve the social outcomes desired by its electorate. A property tax promotes the efficient use
of land because it makes it adds a cost associated with owning the land, making it more costly to
speculate on land and use it merely as a store of wealth. One commonly cited complaint of Hawaii
residents is that wealthy individuals coming from outside the state purchase precious real-estate and
use it as second homes, driving up prices while using their homes for only a portion of the year. A
property tax would discourage people from buying second homes and leaving them empty for much of
the year because it would add an additional cost to owning the property. Additionally, much of the
property tax would be exported to non-residents, who are more likely to own higher priced homes. Two
studies have estimated that roughly a third of property taxes would be exported to non-residents.” A
property tax would make the cost of buying and holding property more costly to do. In a state like
Hawaii where housing prices are already high, a property tax may actually curb price increases. Potential
buyers would take into account the cost of owning due to property taxes when estimating the final price
that they are willing to pay for a property. By paying a higher price for a property, they would have to
incur higher levels of property taxes.

A real property tax tends to rank well in terms of fairness, economic efficiency, and administrative
burden, and revenue stability. In terms of fairness, there is a strong correlation between the value of
one's property and one's income. Higher income families tend to live in higher valued residences,
meaning the tax tends to be relative progressive (see Table 21). Moreover, property taxes revenues
traditionally go to pay for local services like schools, public safety, and roads. This means the people that
are paying the tax are those that receive the benefits. A study by the OECD found that the immovable

'° DBEDT (2017) An Analysis of Real Property Tax in Hawaii, finds that 32.3% of the tax is exported using statutory
incidence. Tax Research and Planning Office, Hawaii Department of Taxation. "Study of the Progressive or
Regressive Nature of Hawaii's Taxes (Appendix D) 2005-2007 Tax Review Commission, finds that 34.3% of the tax is
exported using economic incidence criteria. Statutory incidence refers to which entity resides who is legally
obligated to pay the tax. Economic incidence refers to which entity ultimately bears the cost of the tax.
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property taxes are the least distortive taxes and thus the most economically efficient.?’ The low level of
distortion of immovable property tax derives from the fact the supply of land is fixed and that it is
immoveable. Levying a tax on land does not affect the supply of the good, and since it is impossible to
move property, it is difficult to avoid such a tax. Real property taxes tend to be one of the most stable
public revenue sources since real-estate values do not change much year to year. The tax is also easy to
administer since governments already know who owns which properties, and the compliance cost is
low. Housing already receives favorable treatment from the tax code through the interest payment
exemption and capital gain exemption.

Hawaii's low property tax rates go hand-in-hand with low spending on public services. In most parts of
the United States, local governments are the primary providers of basic public services like education,
public safety, and roads. Local governments get assistance from the state, but most of these services are
funded locally through property tax. In the case of Hawaii, the state assumes a larger part of the funding
responsibility. In the case of education, the state assumes the entire part of the funding responsibility.
There is a noticeable correlation between spending on basic services and property tax rates in the case
of Hawaii. Hawaii has the lowest property taxes in the nation, and it also devotes the lowest shares of
state and local revenues to education (see Table 20). Hawaii does not rank high in terms of spending on
other public safety services either (see Table 21).

Non-residential properties pay disproportionately more in taxes in Hawaii. States often apply different
tax rates to residential, commercial, industrial, and agricultural properties. A study by the Tax
Foundation using the US Census Bureau data on State and Local finances found that commercial and
industrial properties pay 72% of property taxes versus 28% from residential sources.” Most states tax
commercial and industrial properties more than residential properties, but Hawaii is one of the most
extreme cases. The same Tax Foundation study found that the effective commercial property tax rate
relative to the effective residential tax rate is a ratio of 3.73, the second highest disparity in the nation.
In another study, DBEDT (2017) found that commercial, industrial, and hotel/resort property pay 41.2%
of all property taxes despite making up only 8.9% of the properties in the state. Commercial property
taxes are not born directly by the residents, but they do get passed on consumers in the form of higher
prices.

Targeted tax relief mechanisms can promote equitable burden sharing and protect low-income home
owners. A commonly cited disadvantage to a property tax, particularly in places with rapidly increasing
home values, is that property taxes may increase so much that it places unfair burden on homeowners.
This is a particular concern for elderly residents with fixed incomes that have homes that have
substantially appreciated in value. There a number mechanisms that have been successfully

2 OECD (2010). Tax Policy, Reform and Economic Growth. OECD Publishing. Paris. The rank of least distortive taxes
from least to most are: immovable property tax, consumption tax, other property taxes, environmental taxes,
personal income tax, and corporate income tax.

?! Tax Foundation (2012) State and Local Property Taxes Target Commercial and industrial Property
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implemented in other parts of the country that provide tax relief to special segments of the population
and ensure that property taxes do not threaten the financial stability of the household. A list of
examples of different mechanisms is listed below, some of which already exist within Hawaii. The
appropriateness and effectiveness of each mechanism would have to be evaluated in a local context. In
general, it is better to have targeted tax relief mechanisms that are linked to a homeowner's ability-to-
pay than to have broad tax relief mechanisms that benefit people regardless of their ability-to-pay. This
can be accomplished through a "circuit breaker" that provides relief, usually via a refundable tax credit,
to individuals whose property tax bill is higher relative to their household income.

Examples of Property Tax Relief Mechanisms:

o Homestead Exemptions: Shelter's a certain amount of a house's value from tax for owner-
occupiers.

e Circuit breakers: limits a property tax bill to a certain percentage of a person's income (usually
only available to low income individuals and/or seniors).

o Deferral programs: allow taxpayers to defer tax liabilities over multiple years if they exceed a
certain threshold. Can wait until the house is sold

e Split-roll: apply different rates to different types of property (agriculture, commercial, tourism,
industrial).

In summary, a property tax has the advantages of being economically efficient, progressive, highly
exported, and easy to administer, but the disadvantages of the tax include its unpopularity. A
property tax imposes low levels of economic distortion and promotes efficient use of the land, making it
more costly to speculate. The tax is generally considered to be progressive since higher income
individuals have higher levels of property ownership and have higher valued homes. The issues of equity
can further be addressed through the adoption of targeted tax relief mechanisms that are linked to
income. A large portion of the tax is exported to non-residents and the federal government. The tax is
hard to avoid, easy to administer, and the revenue is amongst the most stable of any public revenue.
The drawbacks are that is an unpopular form of taxation and it adds apparent costs in an environment
where housing costs are already uncomfortably high. Property taxes are frequently cited to be the least
popular type of taxation. However, a property tax could act as a break on upward trends in housing
prices since it would make it more costly to use property as a form of investment.

Table 19 Property taxes paid by state (% of owner-occupied housing value) in 2015
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Top Ten

State Effective Tax Rate Rank
N.J. 2.13% 1
N.H. 1.99% 2
1. 1.97% 3
Wis. 1.72% 4
Vt. 1.71% 5
Conn. 1.65% 6
Tex. 1.63% 7
Nebr. 1.59% 8
Ohio 1.57% 9
R.I. 1.51% 10

Source: Tax Foundation

Table 19

Education Expenditure Share of Current Operations Spending 2014

(state and local government combined)

Education Share of State’s

Current Operations Spending
L A45.0%

Texas

New Jersey

Utah
Towa

1
2
3 North Dakota
)
5

United States Average

45 | New York
46 Maine

47  Flonda

48 Temnessee
49 Alaska

50  Hawaii

13.4%

| 432%
| 42.9%
42.5%

37.2%
32.8%
31.8%
30.9%

30.9%

| 2929

27.3%

Bottom Ten

State Effective Tax Rate Rank
Utah 0.64% 40
Miss. 0.61% 41
Ark. 0.59% 42
Del. 0.56% 43
D.C. 0.57% (43)
Colo. 0.55% 44
S.C. 0.55% 45
Wyo. 0.54% 46
W.Va. 0.53% 47
La. 0.48% 48
Ala. 0.38% 49
Hawaii 0.28% 50

Elementary and Secondary Education Share of
State’s Current Operations Spending

Source: US. Census Survey of State and Local Government Funances

New Jersey

- New Hampshure

Georgia

Connecticut

Texas

United States Average
Tennessee

Anzona

Mississipps

North Carolina
Oregon

Hawaii

Source: DBEDT (2017) An Analysis of Real Property Tax in Hawaii

Table 20

33.2%
29.6%
29.0%
28.3%
27.8%
24.1%
20.3%
20.2%
20.1%
19.4%
19.2%
17.8%
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: Police, Fire Safety and Corrections Expenditure Share of Current Operations
Spending 2014 (state and local government combined)

Police Expenditure as a Share of Fire Protection Expenditure Share of Corrections Expenditure Share
State’s Current Operations Spending State’s Current Operations Spending of State's Current Operations
"1 Nevada 169% | 1 Rhode Island [34% |1 Cabforma | 4.2% |
2 | Flonda | 58% | 2 Nevada | 3.1% | 2 | Nevada | 4.2% |
3 | Hlinois | 5.2% 3 Flonda  2.8% 3 Anzona | 4.2% |
4 | Maryland | 5.2% 1 Anzona | 2.7% 4 New Mexico L 4.0% |
S Anzoms [50% |5 Mhmois [25% |'S | Virginia [3.9% |
United States Average  4.2% United States Average 1.8% United States 3.1%
{ | | _ Average
29 Hawaii . 3.8% | 25 Hawaii - 1.6% | . | |
45 | lowa 3.0% | 45  Mimnesota | 1.0% 145 | Mmnesota | 2.0% |
46 Induna 129% | 46 | West Vinginia 109% |46 | Massachusetts | 20% |
47 | West Virgima ' 2.8% | 47  North Dakota - 0.9% 7 | Maine | 1.9% |
48 | Nebraska | 2.5% | 48  Vermont  08% | 48  New Hampshire | 1.8% |
49 | Kentucky | 25% | 49  Pemnsylvama L 0.7% |49 | Towa | 1.8% |
30| Mame 2.5% | 50 Delaware 04% |50 Hawali | 1.8% |

“Source: U.S. Census Survey of State and Local Government Finances

Source: DBEDT (2017) An Analysis of Real Property Tax in Hawaii

Table 21

Table 21. Home Ownership Status: State (Average of 2011-2015)

Household income Number of Own Rent No pay Total
households
Less than $25,000 77,184 35.1% 59.2% 5.7% 100%
$25.000 to $34.,999 34 481 41.7% 55.0% 3.3% 100%
$35.000 to $49.999 51,950 47.5% 49.6% 2.9% 100%
$50,000 to $74.999 84,199 51.7% 45.4% 2.9% 100%
$75.000 to $99.,999 63,263 61.4% 36.1% 2.5% 100%
$100,000 to $149,999 79,204 71.3% 27.4% 1.4% 100%
$150,000 to $199,999 31,869 79.6% 19.6% 0.9% 100%
$200,000 or more 28,420 85.7% 13.7% 0.6% 100%
Total 450,570 56.5% 40.7% 2.8% 100%

Source: U.S. Census Bureau, 2011-2015 American Community Survey Public Use Microdata
Sample (PUMS): calculations by the Hawaii State Department of Business, Economic
Development & Tourism.



Annex 1

Gross Receipts, Exemptions, Taxable Base, and Tax Liability
By Taxable Activity - CY 2004-2015 Total
(Dollar Amounts in Thousands)
source: G49 & G45

Percent of Gross*

Total Gross Receipts Exemptions Taxable Base Tax Liability
Year Number Amount Number Amount Number Amount Amount
Year Gross Receipts Exemptions Taxable Base Tax Liability
2004 239,603 $78,061,722 20,974 $12,191,288 236,840 $65,870,434 $1,961,482
2005 246,154 $89,262,834 21,623 $14,936,675 243,086 $74,326,159 $2,210,861
2006 259,678 $97,282,408 25,084 $17,859,429 255,486 $79,422,979 $2,348,971
2007 268,923 $101,346,603 24,207 $19,061,230 265,194 $82,285,373 $2,475,202
2008 262,317 $103,668,348 22,967 $21,887,053 258,751 $81,781,295 $2,449,270
2009 262,470 $91,538,350 21,456 $17,750,107 259,166 $73,788,243 $2,243,234
2010 259,969 $96,342,386 21,732 $18,897,829 256,507 $77,444 557 $2,326,156
2011 257,657 $108,951,944 25,009 $24,227,637 251,745 $84,724,304 $2,539,513
2012 259,975 $114,037,853 22,879 $22,107,185 251,504 $91,930,661 $2,778,759
2013 262,263 $120,878,509 24,366 $26,605,978 253,761 $94,272,525 $2,862,161
2014 265,597 $130,884,991 25,066 $33,932,977 254,238 $96,952,004 $2,937,834
2015 258,900 $130,050,001 25,178 $32,558,790 249,678 $97,491,203 $3,011,449

Exemptions
Exemptions
15.6%
16.7%
18.4%
18.8%
21.1%
19.4%
19.6%
22.2%
19.4%
22.0%
25.9%
25.0%

Tax Liability
Tax Liability
2.5%
2.5%
2.4%
2.4%
2.4%
2.5%
2.4%
2.3%
2.4%
2.4%
2.2%
2.3%
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