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March 13, 2020 

 
 
The Honorable David Y. Ige 
Governor, State of Hawaii 
Executive Chambers 
State Capitol, Fifth Floor 
Honolulu, HI  96813 
 
Dear Governor Ige: 

 
At the March 11, 2020 meeting, the Council on Revenues lowered its forecast for 

the growth of the State General Fund tax revenue in fiscal year (FY) 2020 from 4.1% to 
3.8%.  The Council's decision to lower the estimate was based on the deterioration of the 
economic outlook due to the COVID-19 virus. While most of the revenue effects of the 
virus will be felt in FY 2021, the Council reduced the FY 2020 growth forecast as some of 
the effects are expected to be felt in the last quarter of this fiscal year. The Council lowered 
the FY 2021 forecast from 4.0% to 0.0% in an expectation of an economic downturn. The 
Council raised the forecast for FY 2022 to 5.0% and forecasted that General Fund growth 
would be 4.0% for FY 2023-2026, assuming that the effects of the COVID-19 virus would 
not be long-term.  

 
While the Council acknowledged that economic performance and tax revenues 

have performed robustly over the course of this fiscal year, the economic impacts of the 
COVID-19 virus are likely to have a significant impact on the state’s economy, mainly due 
to the decrease in tourism spending and wider economic slowdown in the global and 
national economy. In addition to the decline in tourism spending, members discussed 
supply chain disruptions due to the amount of outsourcing to China and other countries and 
the concentration of risk to Hawaii in having so much dependency on the tourism industry.  
The 0.0% FY 2021 forecast assumes that there will be an economic downturn due to the 
virus’ impacts. The Council acknowledged the large amount of uncertainty surrounding 
the impacts of the virus, particularly for how long the virus will pose a major health risk 
and whether there will be material secondary effects on the global economy. Members said 
that they will revisit the forecast in the May meeting when they have more information on 
the progression and implications of the virus.  The Council noted that there is normally a 
six-month lag between changes in economic performance and state tax collections.  
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The new forecasts for the State General Fund tax revenues FY 2020 through FY 
2026 are shown in the table below. 

   
General Fund Tax Revenues 

Fiscal Year 

Amount 
(in Thousands 

of Dollars) 
Growth From 
Previous Year 

   
2020 7,413,178 3.8% 
2021 7,413,178 0.0% 
2022 7,783,837 5.0% 
2023 8,095,190 4.0% 
2024 8,418,998 4.0% 
2025 8,755,758 4.0% 
2026 9,105,988 4.0% 

 
  
 The Council adopted specific adjustments recommended by the Department of 
Taxation to reflect effects on General Fund tax revenues due to tax law changes enacted 
by the 2019 Legislature, including the following: 
 

• Act 2, SLH 2019 deems marketplace facilitators the sellers of tangible personal 
property, intangible personal property, and services sold through the marketplace. 
The Act also deems sales of tangible personal property and services by sellers to 
the marketplace facilitator to be sales at wholesale. The Act is effective January 1, 
2020. The estimated gain to the General Fund is $4.0 million in FY2020, $9.8 
million in FY 2021, $10.1 million in FY 2022, $10.4 million in FY 2023, $10.7 
million in FY 2024, $11.0 million in FY 2025, and $11.3 million in FY 2026. 
 

• Act 3, SLH 2019 establishes a new estate tax rate bracket for taxable estates 
exceeding $10 million. The new bracket is 20%. The Act is effective April 4, 2019 
and applies to decedents dying after December 31, 2019. The estimated gain to the 
General Fund is $1.9 million in FY 2021, $2.0 million in FY 2022, $2.1 million in 
FY 2023, $2.2 million in FY 2024, $2.3 million in FY 2025, and $2.4 million in 
FY 2026. 
 

• Act 20, SLH 2019 imposes the transient accommodations tax on resort fees and 
defines resort fees as "any mandatory charge or surcharge imposed by an operator, 
owner, or representative thereof to a transient for the use of the transient 
accommodation's property, services, or amenities." The Act is effective July 1, 
2019. The estimated revenue gain to the General Fund is $9.1 million in FY 2020, 
$10.3 million in FY 2021, $10.7 million in FY 2022, $11.1 million in FY 2023, 
$11.6 million in FY 2024, $12 million in FY 2025, and $12.4 million in FY 2026.  
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• Act 260, SLH 2019 establishes a new ship repair industry tax credit which is 
intended to offset costs incurred in constructing and placing into service a purpose-
built floating drydock at Pearl Harbor for use by the United States Navy. The tax 
credit expires December 31, 2026. The Act also repeals the capital infrastructure 
tax credit.  The Act is effective January 1, 2020 and applies to taxable years 
beginning after December 31, 2021. The expected net loss to the General Fund is 
$6.0 million per year in FY 2023 to FY 2026. 
 

• Act 261, SLH 2019 amends the tax credit for research activities such that references 
to the base amount contained in section 41 of the IRC do not apply, and credit may 
be taken based upon all qualified research expenses incurred in Hawaii without 
regard to the amount of expenses for previous years. The Act establishes an annual 
aggregate cap of $5 million. The Act extends the tax credit from tax year 2020 
through tax year 2024. The expected loss to the General Fund is $5.0 million per 
year for FY 2021 to FY 2025. 
 

• Act 275, SLH 2019 amends the motion picture, digital media, and film production 
income tax credit by increasing the credit annual aggregate cap from $35 million to 
$50 million. The Act is effective July 10, 2019 and applies to taxable years 
beginning after December 31, 2018. The tax credit expires December 31, 2025. The 
expected loss to the General Fund is $15.0 million per year for FY 2020 to FY 
2026. 

 
The Council also considered the provisions from earlier legislation, including the 
following: 

 
• Act 27, SLH 2018 selectively conforms Hawaii income tax laws and estate tax laws 

to the Internal Revenue Code as of February 9, 2018, and as of December 31, 2017, 
respectively.  The Act is effective June 7, 2018 and applies to taxable years 
beginning and to decedents dying after December 31, 2017. The estimated gain to 
the General Fund is estimated to be $9.2 million in FY 2019, $14.2 million in FY 
2020, $20.1 million in FY 2021, $26.9 million in FY 2022, $34.9 million in FY 
2023, $37.9 million in FY 2024, and $37.1 million in FY 2025.   

 
• Act 39, SLH 2018 increases the aggregate amount of the GET cost exemption for 

developing affordable rental housing from $7 million to $30 million per year. 
Extends the exemption from June 30, 2022, to June 30, 2030.  The Act is effective 
July 1, 2018 and applies retroactively to taxable years beginning after December 
31, 2017. The estimated loss to the General Fund is estimated to be $23.0 million 
in FY 2019, $23.0 million in FY 2020, $23.0 million in FY 2021, $23.0 million in 
FY 2022, $30.0 million in FY 2023, $30.0 million in FY 2024, and $30.0 million 
in FY 2025.  
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• Act 41, SLH 2018 provides that a person is engaging in business in the State for 
the purpose of the general excise tax law if, in the current or immediately preceding 
calendar year, the person has $100,000 or more in gross income, or two hundred or 
more separate transactions, from the sale of tangible personal property delivered in 
the State, services used or consumed in the State, or intangible property used in the 
State.  The Act is effective July 1, 2018 and applies to taxable years beginning after 
December 31, 2017. The estimated gain to the General Fund is estimated to be $6.8 
million in FY 2019, $7.6 million in FY 2020, $7.9 million in FY 2021, $8.1 million 
in FY 2022, $8.3 million in FY 2023, $8.6 million in FY 2024, and $8.9 million in 
FY 2025.  

 
• Act 86, SLH 2018 reduces the allocations of TAT to the Convention Center Special 

Fund from $26.5 million to $16.5 million and the Tourism Special Fund from $82 
million to $79 million.  The Act is effective July 1, 2018. The estimated revenue 
gain to the General Fund is $13 million per year from FY 2019 to FY 2025. 
 

• Act 122, SLH 2018 increases the withholding on the amount realized from the 
disposition of Hawaii real property by nonresidents (HARPTA) from 5% to 7.25%.  
The Act is effective July 5, 2018 and applies to real estate dispositions that occur 
on or after September 15, 2018. The expected revenue gain is $8.1 million in FY 
2019 and $2.6 million per year from FY 2020 to FY 2025. 
 

• Act 211, SLH 2018 imposes the TAT on transient accommodations brokers, travel 
agencies, and tour packages that enter into arrangements to furnish transient 
accommodations at noncommissioned negotiated contract rates on their share of 
the proceeds. The Act is effective July 1, 2018 and applies to taxable years 
beginning after December 31, 2018. The expected revenue gain to the General Fund 
is $14.7 million in FY 2019, $36.6 million in FY 2020, $38.0 million in FY 2021, 
$39.3 million in FY 2022, $40.6 million in FY 2023, $42 million in FY 2024, and 
$45.6 million in FY 2025. 
 

• Act 107, SLH 2017 reinstates three tax rates and brackets (9.0%, 10.0%, and 
11.0%) for the highest-income taxpayers imposed by Act 60, SLH 2009, for taxable 
years beginning after December 31, 2017.  The estimated gain to the General Fund 
is estimated to be $50.7 million in FY 2019, $53.3 million in FY 2020, $55.9 
million in FY 2021, $58.7 million in FY 2022, $61.6 million in FY 2023, and $64.7 
million in FY 2024.  

 
• Act 107, SLH 2017 establishes a nonrefundable earned income tax credit (EITC) 

equal to 20 percent of the federal EITC. The tax credit applies to tax years 2018 
through 2022. The estimated loss to the General Fund is estimated to be $16.7 
million in FY 2019, $20.4 million in FY 2020, $23.8 million in FY 2021, $27.1 
million in FY 2022, $30.1 million in FY 2023, and $0.0 in FY 2024.  
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• Act 107, SLH 2017 repeals the sunset date (December 31, 2017) for the 
amendments to the refundable food/excise tax credit by Act 223, SLH 2015. The 
estimated loss to the General Fund is estimated to be $6.5 million per year from FY 
2019 to FY 2024.  
 

• Act 143, SLH 2017 amends the motion picture, digital media, and film production 
tax credit by limiting total amount of credit to $35 million/year and extending the 
credit to January 1, 2026. Total tax credits claimed per qualified production shall 
not exceed $15 million. The estimated revenue loss to the General Fund is $35 
million per year from FY 2020 to FY 2024. 
 

• Act 54, SLH 2017 exempts certain affordable rental housing projects from the 
general excise and use tax. The legislation limits total amount of exemptions to $7 
million/ year starting July 1, 2018 through June 30, 2022. The expected revenue 
loss is $7 million per year from FY 2019-2022. 
 

• Act 1, SSLH 2017 increases the TAT rate from 9.25% to 10.25%, effective January 
1, 2018 through December 31, 2030, and allocates the tax revenue generated from 
the increase to the Mass Transit Special Fund. The Act also increases the annual 
allocation to the counties from $93 million to $103 million, beginning in FY 2018. 
The expected revenue loss to the General Fund is $10 million per year from FY 
2018 to FY 2024.  

 
          The Department of Taxation has prepared a report (attached) 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.  The line-item forecasts 
include components, such as revenues from the General Excise Tax and from the 
Individual Income Tax that the Council does not forecast separately.  Also, the 
Department of Budget and Finance has prepared the attached report to update its 
projections for change in non-tax and special tax revenues from its January 2020 report.   

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

 
Very truly yours,  

 
 KURT KAWAFUCHI 
 Chair, Council on Revenues 
 
Attachments 



TYPE OF TAX FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026
General Excise and Use Tax $3,395,566 $3,541,389 $3,665,396 $3,692,385 $3,843,816 $3,959,493 $4,075,488 $4,213,610 $4,358,198
Individual Income Tax 2,429,836 2,568,114 2,656,822 2,607,885 2,791,336 2,910,543 3,056,362 3,202,272 3,345,903
Corporate Income Tax 131,119 163,676 156,960 155,614 144,759 179,224 175,961 175,913 185,363
Public Service Company Tax 117,641 126,691 131,151 135,258 139,970 144,976 150,161 155,531 161,093
Tax on Insurance Premiums 159,814 173,844 177,828 176,637 183,791 188,958 204,158 211,970 219,737
Cigarette and Tobacco Tax 79,914 74,526 75,370 75,997 77,963 79,797 81,972 84,211 86,522
Liquor Tax 51,383 51,913 52,573 52,806 53,466 54,074 54,708 55,382 56,077
Tax on Banks and Other Financial Corps. 13,712 24,808 26,547 32,718 33,756 36,688 50,339 53,430 54,950
Inheritance and Estate Tax 29,351 18,921 19,280 21,506 21,975 22,460 22,953 23,454 23,962
Conveyance Tax 55,803 41,165 45,882 46,314 53,834 59,852 65,864 73,030 80,334
Miscellaneous Taxes* 16,633 16,786 16,379 16,364 16,362 16,354 16,347 16,342 16,337
Transient  Accommodations Tax 315,264 339,956 388,990 399,694 422,809 442,771 464,685 490,613 517,512
GENERAL FUND TOTAL $6,796,036 $7,141,790 $7,413,178 $7,413,178 $7,783,837 $8,095,190 $8,418,998 $8,755,758 $9,105,988
GROWTH RATE 7.6% 5.1% 3.8% 0.0% 5.0% 4.0% 4.0% 4.0% 4.0%

g:\data\trp\cor\forecast\gf2003\ModelGF2003_Final.xlsx March 11, 2020

Table 5A
ESTIMATES OF GENERAL FUND TAX REVENUE FROM THE MEETING OF MARCH 11, 2020:  FY 2020 TO FY 2026

ESTIMATEDBASE 

Line item projections generated by Tax Research & Planning Office to be consistent with the Council's forecast for the total General Fund tax revenues

* 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.

(in thousands of dollars)
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