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RELATING TO THE DISPOSITION OF EXCESS GENERAL FUNDS AUTHORIZED 
UNDER ARTICLE VII, SECTION 6, OF THE CONSTITUTION OF THE STATE OF 
HAWAII 
 
 Senate Bill No. 103 implements the State constitutional amendment of Senate 

Bill No. 2554 of the Regular Session of 2016 that was ratified on November 8, 2016, 

and authorizes the disposition of excess general fund revenues to pre-pay general 

obligation bond debt service or pension or other post-employment benefit liabilities. 

 The Department of Budget and Finance supports the implementation of this State 

constitutional amendment. 

 Thank you for your consideration of our comments.   
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STATE OF HAWAII 

 
TO THE SENATE COMMITTEE ON JUDICIARY AND LABOR 

ON 
 

SENATE BILL NO. 103 
 

FEBRUARY 9, 2017, 9:00 A.M. 
Room 016 

 
RELATING TO THE DISPOSITION OF EXCESS GENERAL FUNDS AUTHORIZED UNDER 

ARTICLE VII, SECTION 6, OF THE CONSTITUTION OF THE STATE OF HAWAII  
 

 
Chair Keith-Agaran, Vice Chair Rhoads and Members of the Committee, 

 

S.B. 103 establishes a statute to implement the amendment to the Constitution of the State of 

Hawaii resulting from S.B. 2554 which was passed during the regular session of 2016 and 

ratified on November 8, 2016. 

 

S.B. 103 would expand the available uses for excess revenue to include payment of unfunded 

pension liabilities and/or debt service on the State’s general obligation and would establish an 

additional pension funding source with the potential of reducing the long-term costs to taxpayers 

of paying for benefits which have already been earned and are protected by the State 

Constitution. 

 

Maintaining the funding path progress of the Employees’ Retirement System (ERS) is a 

strategic priority for its Board of Trustees as it seeks to reduce the financial burden to future 

generations of taxpayers while ensuring that its obligations are met to the more than 120,000 

plan members and beneficiaries.  As of June 30, 2016, the ERS has an unfunded liability of 

$12.4 billion, a funded ratio of 54.7% and a 66-year funding period.  The ERS Board 

appreciates the cooperative effort between the state administration, legislature and the citizens 
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of the State of Hawaii in ratifying the S.B. 2554 amendment to the State Constitution and 

supports this proposal. 

 

On behalf of the Board of Trustees and staff of ERS we wish to thank you for the opportunity to 

testify. 
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RELATING TO THE DISPOSITION OF EXCESS GENERAL FUNDS AUTHORIZED 
UNDER ARTICLE VII, SECTION 6, OF THE CONSTITUTION OF THE STATE OF 
HAWAII 
 
Chair Keith-Agaran, Vice Chair Rhoads, and Members of the Committee: 

 

The Hawaii Employer-Union Health Benefits Trust Fund (EUTF) Board of 

Trustees has not had an opportunity to take a position on this bill.  The EUTF Board’s 

next meeting is February 21, 2017.   

EUTF staff would like to suggest a change in the wording of the bill.  In 

accordance with Chapter 87A-42, Hawaii Revised Statutes (HRS), beginning in fiscal 

year 2018-2019, the State and counties are required to contribute 100% of the annual 

required contribution (ARC) related to the other post-employment benefits.  As noted in 

Chapter 87A-42, HRS, the ARC is comprised of the normal cost and an amortization 

payment to pay down the unfunded actuarial accrued liability over thirty years, which is 

projected by the EUTF’s actuary through June 30, 2044.  Therefore, any additional 



 

 

payments to pay down the unfunded actuarial accrued liability will not reduce the 

amortization period but will reduce the future ARC amounts.  We request an 

amendment to Section 2, page 3, lines 18-20 as follows: 

“…in order to reduce future annual required contributions to amortize the 

unfunded other post-employment liability of the State earlier than scheduled at the time 

of the appropriation.”   

Thank you for the opportunity to testify. 
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