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September 10, 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 September 6, 2012 the Council on Revenues lowered its 
forecast for State General Fund tax revenue growth in fiscal year (FY) 2013 from 5.3 
percent to 4.9 percent.  The Council also lowered its revenue growth forecast for FY 
2014 from 4.0 percent to 3.9 percent.  The growth rates for FY 2015 through FY 2019 
were revised slightly downward.  The Council is now forecasting revenue growth of 
5.0% in 2015, 1.2% in 2016, 4.2% in 2017, 5.1% in 2018, and 4.6% in 2019.  
 

The declines in the forecasts for tax revenue growth in FY's 2013 and 2014 were 
mostly due to a reassessment of the cost of the renewable energy tax credits.  According 
to a new estimate by the Department of Business, Economic Development & Tourism 
(DBEDT), the tax credit is predicted to grow from $34.4 million in tax year 2010 to 
$82.9 million in tax year 2011 and to $173.8 million in tax year 2012.  DBEDT also 
provided a range of forecasts for tax year 2013.  Accordingly, the Council assumed the 
cost of the credit will be $90 million higher in FY2013 than it was in FY2012, that it will 
be $150 million higher in FY 2014 than it was in FY2012, and that it will be higher than 
FY2012 in each of FY's 2015 through 2019 by $170 million.   

 
The Council also believes that there is much uncertainty about the economies in 

Europe and is concerned that events there could have important effects on the economies 
of the United States and Hawaii.  The Council also expressed uncertainty about the future 
of the Honolulu rail project and its effect on the construction industry. 
 
 The Council accepted other revenue estimates provided by the Hawaii 
Department of Budget & Finance.   
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 The revised forecasts of State General Fund tax revenues for FY 2013 through 
FY 2019 are listed in the table below:  
 
 

    General Fund Tax Revenues 

Fiscal Year 
Amount 

(in Thousands of Dollars) 
Growth From 
Previous Year 

   
2013 $5,223,061             4.9% 
2014 $5,427,175 3.9% 
2015 $5,698,229 5.0% 
2016 $5,767,221 1.2% 
2017 $6,010,377 4.2% 
2018 $6,315,874 5.1% 
2019 $6,608,519 4.6% 

 
  
 In producing its forecasts, the Council adopted specific adjustments recommended 
by the Hawaii Department of Taxation reflecting the effects on General Fund tax 
revenues of recent tax law changes.  
 
 The Department of Taxation has prepared a report for submission with this 
transmittal correspondence, detailing line-item forecasts for various components of the 
General Fund, reconciled to the Council’s forecast growth rate for total General Fund Tax 
revenues.  These line-item component estimates typically include, for example, General 
Excise Tax and Income Tax revenues that the Council on Revenues does not forecast 
individually.   
 

Also, the Department of Budget and Finance has prepared the attached report to 
update its projections for non-tax and special tax revenues Significant Changes from May 
2012 Report. 
 
 Please advise us if we can be of further assistance or if we can answer any 
questions you may have. 
 
 Sincerely, 

    
 RICHARD F. KAHLE, JR. 
 Chair, Council on Revenues 
 
Attachments 
  



TYPE OF TAX FY 2011 FY 2012* FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
General Excise and Use Tax $2,495,807 $2,697,951 $2,916,219 $3,044,151 $3,223,223 $3,396,983 $3,578,678 $3,764,740 $3,940,021
Individual Income Tax 1,246,672 1,540,730 1,571,441 1,607,785 1,692,270 1,741,871 1,787,768 1,879,624 1,971,631
Corporate Income Tax 34,573 73,027 55,898 58,182 55,442 58,605 58,541 62,828 63,792
Public Service Company Tax 117,940 150,528 155,740 161,133 167,299 173,702 180,349 187,251 194,417
Tax on Insurance Premiums 140,456 116,777 122,777 128,671 134,813 140,634 146,885 153,215 159,707
Cigarette and Tobacco Tax 106,137 102,853 102,810 106,501 90,482 93,931 97,456 101,053 104,776
Liquor Tax 48,054 48,852 50,057 50,867 51,690 52,525 53,359 54,207 55,069
Tax on Banks and Other Financial Corps. 31,677 5,229 27,848 25,963 28,595 28,718 30,004 30,670 31,716
Inheritance and Estate Tax 1/ 6,899 14,152 19,972           20,352 20,779 21,216 21,661 22,116 22,580
Conveyance Tax 21,527 18,394 15,492 16,695 13,083 14,031 15,061 16,116 17,211
Miscellaneous Taxes 2/ 19,812 83,249 19,147 19,135 14,124 906 889 871 871
Transient  Accommodations Tax 59,757 126,303 165,660 187,740 206,429 44,099 39,726 43,183 46,728
GENERAL FUND TOTAL $4,329,311 $4,978,045 $5,223,061 $5,427,175 $5,698,229 $5,767,221 $6,010,377 $6,315,874 $6,608,519
GROWTH RATE -0.8% 15.0% 4.9% 3.9% 5.0% 1.2% 4.2% 5.1% 4.6%

Notes:
*  Data for fiscal year 2012 are preliminary.

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.

ESTIMATES OF GENERAL FUND TAX REVENUE FROM THE MEETING OF SEPTEMBER 6, 2012:  FY 2013 TO FY 2019

ESTIMATEDBASE 

Line item projections generated by Tax Research and Planning Office to be consistent with the Council's total growth forecast
(in thousands of dollars)



Significant Changes from May 2012 Report 
 
 
General Fund Non-Tax Revenues 
 
For FY 12, the significant differences between actual and estimated revenues reflect: 
 
Use of Money and Property - lower interest earnings (Department of Budget and 
Finance (B&F)). 
 
Federal Grants - federal interest subsidy on Build America Bonds (B&F). 
 
Charges for Current Services - higher than expected reimbursements from the 
federal government for Department of Human Services (DHS) programs. 
 
Non-Revenue Receipts - premiums on bonds sold (B&F), higher pension 
accumulation reimbursements from non-general fund programs (B&F) and lower 
transfers of excess unclaimed property trust funds (B&F). 
 
For FYs 13-19, there are no significant changes to the general fund non-tax revenue 
estimates. 
 
Special Tax Revenues 
 
Liquid Fuel, Highways - decreases in FYs 12-19 reflect lower liquid fuel tax 
collection estimates due to persistently high fuel prices and lower anticipated growth 
(Department of Transportation (DOT)-Highways Division). 
 
Transfer of Transient Accommodations Tax - increases in FYs 13-15 reflect a 
$2 million increase in revenues to be deposited to the Tourism Special Fund pursuant 
to Act 171, SLH 2012.  The increases in FYs 16-19 reflect current economic 
conditions and visitor trends, as well as, expanded air service to Hawaii. 
 
Special Fund Non-Tax Revenues 
 
Federal Grants - the increases in FYs 12-19 reflect an increase in unemployment 
compensation benefits to federal employees and ex-servicemen in FY 12 
(Department of Labor and Industrial Relations) and increases in highway research, 
planning and construction funds in FYs 12-19 (DOT-Highways Division). 
 
Charges for Current Services, Other - the increases in FYs 12-19 are attributed to 
tuition rate increases and an enrollment increase at the University of Hawaii (UH) 
Hilo, and the change of certain revolving funds to special funds pursuant to Act 124, 
SLH 2011, for UH. 
 
Charges for Current Services, Utilities - the increases in FYs 13-19 reflect 
projected increases in duty free and parking revenues for DOT-Airports Division and 
projected increases in cargo activity which will increase revenues generated by wharf 
tariffs (DOT-Harbors Division). 
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Non-Revenue Receipts - the increase in FY 12 reflects the actual transfers that 
were made to the Department of Education’s State Educational Facilities 
Improvement Special Fund. 
 
Other than Special Fund Non-Tax Revenues 
 
Federal Grants - the net decreases in FYs 12-19 reflect decreases in federal funds 
for the lower income housing assistance program (DHS), the Defense Center for 
Research in Ocean Science (Department of Business, Economic Development and 
Tourism) and revision of estimated Pell Grant expenditures (UH). 
 
American Reinvestment and Recovery Funds - the decrease in FY 12 reflects the 
lower than projected actual expenditures for funds for Hawaii State Highway projects 
(DOT-Highways Division); and the Drinking Water Treatment Program (Department 
of Health). 
 
Charges for Current Services - the net increases in FY 12 and FY 13 reflect 
increases in projected revenue collections in drug rebates for Medicaid managed 
care organization clients in the Medical Assistance Program (DHS).  The net 
decreases in FY 14 and FY 15 reflect the change of certain revolving funds to special 
funds in accordance with Act 124, SLH 2011, for UH. 
 
Repayments of Loans and Advances - the net decreases in FY 12, FY 15 and 
FY 17 and net increases in FY 13, FY 16 and FY 18 are attributed to anticipated 
delays in loan repayments for several projects under development for affordable 
housing (Hawaii Housing Finance and Development Corporation (HHFDC)). 
 
Transfers - the decrease in FY 12 and increase in FY 13 is attributed to a delay in 
the project bond issuances for projects under development for affordable housing 
(HHFDC). 
 
 
 












