GOV. MSG. NO. 6%

EXECUTIVE CHAMBERS

HONOLULU

LINDA LINGLE
GOVERNOR

June 28, 2010

The Honorable Colleen Hanabusa, President
and Members of the Senate

Twenty-Fifth State Legislature

State Capitol, Room 409

Honolulu, Hawaii 96813

Dear Madam President and Members of the Senate:

This is to inform you that on June 28, 2010, the following bill was signed into law:

SB2173 SD1 HD1 CD1 A BILL FOR AN ACT
RELATING TO STATE BONDS.
ACT 181 (10)

Sincerely,

LINDA LINGL






~ Approved by the Governor

j on C JUN 28 a0 | B : &CT 18 1

© THE SENATE , o | 217'3 f
. TWENTY-FIFTH LEGISLATURE, 2010 | S B. N O SD1
STATE OF HAWAIl S

A BILL FOR AN ACT -

NG - Tb_ AS"_I‘ATE EONDS.

;EDBYTHELEGELATUREOFTHESTATEOFHA“7

aqsgjihfértiéle VII,:Seéfibh 13'Qf”théiﬁéWal

'Effective July 1, 1980, the legislature

@Ciﬁdé'a-declaratibh of findings‘iﬁ_é&étYﬁgéné

authorizing the issuance of general obligatibﬁ bonds -

ﬁ*ﬁét:the'total amount of principal and intéféétﬂﬁ””T” ””'°“””

étiﬁéféd’fdf éﬁCh bonds and fof~allib¢ﬁaé;aﬁﬁﬁ

;anﬁlﬁniSSued‘and caléulated for ali*bOnds iSsﬁ¢aﬂéh

‘outstanding, will not cause the debt limit to be
- :ff12f“QW" 5ekceéded'at the time of issuance",
, d:13x théV1egislature finds and declares as follows:

7. (1) Limitation on general obligation debt. The debt limit =

7ﬁgf16fﬁfﬁifﬂjP 1 of the Hawaii Constitution, Which“stéteéjin{pért;fu¢ i
e 17 : S . ,“General Obligation bonds may be issued by S

18 the State; provided that»such bonds at the time
SB2173 CD1 HMS 2010 3360 ,
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1.0 [ of issuange would mof cou
S et ana e
3.l eny future:fiseel year

4  such bonds and on all outs

- “obligation bonds to exceed

revenues of the State in t

immediately preceding such issuarce until June

10

" general fund revenues of the State in the three.
12 .fiF ;;€ ;::fiscélHiearéiimmédiately'precéding Sth;£:3,f3?
15 determining the power of the State to Lssue general
16 ¢ '.  jj¢biigéﬁi5ﬁ.bohdé, cértéinibohds are;éXciudaSiéhfﬂi;ffaf:
17 including "reimbursable general obligation boﬁdé
18  "_5; :iééﬁed fbr'é pub1ic undértakiﬁgT iﬁprQVemen#ﬁ§fiéjéééﬁ f ff
19 >   :    but7only £5‘£hévéxtent,£hat feimbufsemeﬁtsufoxfhe{”> ::‘
20 - L ,._; genér§1 fund éfe_iﬁvfaCt[ﬁade from the_nét.revéﬁﬁeA of-:
: 21 - netuuser tax receipts; or'éombination of both? as:
22 ~ determined for the immediateiy pfeceding fiscal vear"

. 8B2173 CD1 HMS 2010-3360
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' bonds not otherwise e

- and bonds constit

| the'prineipal?aﬁeuntﬁ

, ACtua17and*estiﬁéted*débt

issued by the State

under whiehithe
as a guarantenf 1jf

amount.Qfaeuehlbbhd do

section113ﬁeiﬁ7$?

‘pr1nc1pal and 1nteres”"‘

fé
and estlmated for each flscal year £ C

~ Fiscal ﬁdgﬁ;fﬁlNétkééﬁef? SRR
Year ... Fund Revenues ebt: Limit: .7

2oos-zoo7-"v‘:ssyizzigzo;gsa,
2007-2008 - 5,222,739,619"
2008-2009  5,034,984;956 0 S
2009-2010 4,598,138, ooo}_ﬁf';j948 454 599
2010-2011 4,861,843, 000771;[,’916 111,525
2011-2012 . 5,122,804,000 ' 893,856,234 ,
. 2012-2013 . (not appllcable)f;>+[f2899t27l;742:vaw

For fiscal years- 2009 2010 'ff‘rfﬁandff

.:2012 2013, ,respectlvely the debt 11m1t 1s derlved by L

: multlplylng the average of the net general fund

revenues for the three precedlng flscal years by E

SB2173 CD1 HMS 2010-3360 -
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R ,eighteen and one-half per cent. The netbgene:alfﬁnnd}abd

 revenues for fiscal years 2006-2007, 2007-2008, and
©2008-2009 are actual, as oertified'byitﬂe”difed
fl"flnance in the Statement of the Debt L1m1t of‘the

»fﬁState of Hawaii as of July 1,»2009 dated November 18;_

1. 2009. The net general fund-revennes for»flsoal:_fjji;’;f

. 2009-2010 to 2011-2012 are'estimatés;7béééd“6ﬁ‘ééﬁéféifdf*"
fund revenue estimates made as of‘Maroh 11, 2010 byﬁ'f el

3ﬂ1_}the council on revenues, the body a551gned by artlcle fﬁf‘yﬁiﬂf

"'EVII, sectlon 7 of the Hawall Constltutlon to make such ":“

. estimates, and based on estlmates»made by_the ‘ .
‘b,,12nnbd§; e department of budget and finance of those-receipts B

[ that cannot be included as general fund reVéhués;fdf"'

.the pnrbose of.caloulating thevdebt_limit,vall-ofbbb ..
ﬁjiiié*im;ddze‘7 which eetimates.the iegielatnte finds to bebt“f’f;vf"b
v_iGL SR reasonablei
i7' | (3) Principalband interest on outstanding bonds‘applicable
| 'ig;:.‘°" -~ to the debt limit. »
v_igi >‘ b' " (A)  According to the department.of budgetiand
20_,* , b | finance, the total amount of prinCipal and.
21 . ‘_ interest on outstanding general obligatiOn bonds,
22 ' | after tbe exc1u51ons permltted by artlcle VII

.cD1 HMS 2010-3360
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section 13 of the Hawaii Constituﬁion) fgr,H_nffo;;j‘ -

' détermining-thé.power~of thefétntefﬁaiiéénéﬁi
'kgeneral obligation'bonds'wifnin“tné aégE{iingf”éé
'n bf”April 1, 2010, is asvfollows fon flénnl yéén‘i
' 2010 2011 to flscal year>20i6 201§ Wi

Fiscal _ ‘ R Prlnclpal ai L
Year v o and'InterQStgg%

. 2010-2011" S $404 880,572-L:§ Sl e

2011-2012 ‘ ' 515, 522"‘1;9"'5'. T S

2012-2013 ‘ 587,669,004 o L
.2013-2014 ' e 5_8',6,’ 474,56 6_;0'_31 gt " :
- 2014-2015 . 618,710;580 . oo i

2015-2016 = - 571,831,350 .

- The department of budget'and_finance fnrther )
- reports that the amount.of~principal,and;intetestnwjfn fu

on outstanding‘bonds applicable‘toytneIdebtulimit_l'_ n’:

generally continues'to dgclinex¢ééh Ygéffffomnn;f :
?ﬁ :né6n :;::';‘ - ‘fiécal year.2017;2oi8 to fisnal ?eér'2029—263b
' TZi' :v .’ _ ' When tne final installment of_$46,565,113.éhail
' '3522..1'f;v' | ‘. Ibe,due.and péyable; |
nn  ?é3  n _' | " (B) The,department bf budgetvand'finanée.fnrtnénnn.'
né4‘   --ﬁ' . ‘.reports théf'thé butétanding‘principal'émonnn,6f 
25'fv . bondsconstituting-instfuménté of indébneaness‘ |

26‘ - ';”under which the State may incur a contingent

SB2173 CD1 HMS 2010-3360
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© - liability as a guarantor ié.$l93f50b;00

:ffpart of‘which is excludablefiﬁ“@éfé

" bonds, pursuant to artiéleVVIffﬁsgg

-~ Hawaii Constitution. o

(1) Appropfiations to be funqéd35yf9éééfa1;
& -:oblig‘étiorj; bonds orrelmbursablegen
obligatiéﬁ bohds as"pfdj%dédiiéié@t&
'b“VSéssiép'Laws of ﬁéwaii{é@déﬁ@fﬁé?@é#é%  
ApprOpfiationé'Act of 2009)? ﬁ5ibé é%ééﬁaédE    
:ii§  ‘”fl _.  | in fisCal Yeér 2010~ 201i adjustéd:fbr. E

addltlonal approprlatlons prov1ded 1n House"'

19 ~ Bill No. 220_0,. H.D. 1, 's.p‘.* 2, __c.D 1 (the e

f fi20.f ff1fj v' : | B Supplementél Appropriatioﬁs ActﬂQfa2Q1O);_fvj

'gB2173 CD1 HMS 2010-3360
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HD.1
: Cllj ?_  5jﬁk

(ii) Lapses asbpfovided in House Bill ﬁ§. 22OQ;i’¥g;
H.D. 1, S.D. 2, C.D. 1 (the Supplemeﬁté,“31 

. Appropriations Act of 2016); .
'-af(iiif .Apprbpfiatidns:tq be funded by-geﬁéf%
;*’;6bligation bonds or réimbursabléiééﬁéi
Efi?obiigation bonds as provided,ivaéF;; 
: °  iSé§siOﬁ Lawsvof’Hawéiiv2009v{tﬁéijﬁd%a
"."b.'j“;g'._lfv'f'.},',':Afﬁbr'c‘jpri'a:tion-s' Act of 2009) tobeeXPe dec

wf{;{f 1n flscal year 2010- 2011 adjusﬁed’fb‘

naddltlonal approprlatlons prov1ded 1n

" Bill No. 2000, H.D. 2, S.D. 2,'c.D.'ii(; e

v"“fﬁjJudiCiary Suppiemental AppropriationSéA¢t~

Jﬁ:Jf;iﬁéPSé%aaS:perided in‘Héuse'Bill'ﬁ¢?;ZD;
'“i;;H;b€ 2ﬂ,SfD-'2) CVD-'l'(the_Judiéiéﬁyﬁa;
ff Sprleméntal-Appropriations Act 0£ 2010&il ;;_;;
the totalvamqunt of authorized but unissuedv
v"':f,ééﬁéraigqbligatiOn bonds is $1,522J109;695ji5§5é;:ff;'J
;_.}tétai‘ampunt of geﬁeral obligation bondsi Sy
vauﬁhorized.inbthis Act is $326,115,000. 'The,ﬁv
,toﬁal aﬁount bf genéral;obligation boﬁds

prev1ously authorlzed and unissued, as adjusted,

73 CD1 HMS 2010-3360
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$275, 000, ooO*in“genérér*bb

part Of“Whlqh;iS,gxglud
power of the St
Rawaii Comstitution.
Propeeed generellbbligatfbe‘ﬁ”"' :
reéorted;thereiﬁ;fbﬁiﬁﬁéee

2012, and 2012-2013, the State

first half of fiscal year 2010 2011, $275 000, ooo in- _lf"

general obllgatlon bonds durlng the second half of

fiscal year 2010- 2011 $3oo ooo p'7¥¢%a~=f”““iQ]ﬁffife'

obligation bonds durlng the flrst half of flscal year

,.2011 2012, $375 OOO OOO 1n general obllgatlon bonds‘i -

CD1

WWMWMWWMWMMWMWWWWWMWWWMWWW

durlng the second half of flscal year 2011 2012 _i--
$300 000, OOO in general obllgatlon bonds durlng the’

HMS 2010-3360




10

12

13

14

15
16

17

18

19

20

o

'22

Page 9 ' : A _ _ ' 2173

e TR S.B. NO. &5

o o o et " "HD.1
. , : ED.1

vfir.st half of fiscal year 2012-2013, and $325,.ooc;_,oob i
in géneral’obligétion_boﬁds duringbthe second half of
fiécal year 2012—2013. It has béen'the-pfactice of
the State to issué twenty—yéar serial bonds with
pfinéipal repayméhts beginning»the fifth year,bthe
bbohds payable«in‘Subétantially équal annual .

: ihstallments of principal”and_intéfest payment with
interest payments cohmencing six'mqnths from the date
of issuance ahdvbeing.paid semi—énnualiy thereafter.

| tit is assumed ﬁhaf this practice wiilvcontinué'to Ee
apbiiéd-to the bonds that are»pfopdsed.to be iésued;

(6) Suffiéiency of proposed general obiigation bénd
issuance to meet the réquirements_of authorized and
uniésuea bonds, as ades£ed, and bonds authorized 5y
this Adt. From‘the schéaulevreportedAin paragraph -

- (5), the total amount of general‘obligatioﬁ boﬁds_that
the State proposes to issue during the fiécallyears v ”
2010-2011 to 2011-2012 is $1,225,>o’}oo,ooo. An :

v'additional $625,000,000:is proposéa to bevissged,in'
fiéqéi_Year 2612—2@13. The total amount Qf
$1,225;OO0,000'which is proposed to be~issUéd'th£ough
fiscai yéar 2011 2012 is sufficient to méet the"

SB2173 C‘Dl HMS 2010 3360
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requirements of the authorized and unissued bonds, as

adjusted, the total amount of which is $1,848,224,695

B eerepofted_in,pa;aéraph (4),,exCept fof $623,224,695.
: -sit isfassumed‘thap'theeappropriatiens to which_anb:
‘ E.additional $623,224;695 in bond issuance heeds'to:be
_'epplied will have been encumbered-assof June 30,.2012.
. ~The $625,000,000 thatvis proposed to be issued in
vv'fiscal year 201242013 will be.suffiEient:to meet the
'requireﬁentskof ehe June 30, 2012; ehcumbfancesﬁih‘the
eiamount‘of $623,224}6§5.' The amount ‘of assumed
.eﬁcumbraﬁces'as of June 36, 20;2, is reasonable and L

- conservative, based upon an inspection of June 30

encumbranees of the generél:obligation boﬁd fund as
repofted by the state cqmptroiler.szhus,.taking inte
account  the amountsof:agthorized and unissued bonds,
as adjuSted, and thevbohds'authofizedﬂby this Act
versus the amouﬁt of bonds proposed to be issued by
June 30,.2012, ah&_the amount of June 30, 2012,
eneumbranees versus the amount of bonds proposed tovbe

issued in fiscal year 2012-2013, the legislature finds

that in'the'aggregate the amount of bonds proposed to

be 1ssued is sufflclent to meet the requlrements of

SB2173 CD1 HMS 2010-3360 °
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SPet . SB.NO.I

 -§11’authorized and unissﬁed'bonds aﬁd¥?héfb6
i gﬁ_ﬁhoriz’ed by this Act. |
Ebﬁds'excludable in detérmininéi£hé:péﬁé
E@EéfiQSue‘bondé" As noted in parégraph (1)
_rboﬁds are excludable 1nvdeterm1n1ng thé;po
j¢sté;e to issue general obllgatlon_bgpd§€
:ﬁ“f Geﬁera1'obligation;reimbﬁfgggié?ﬁéﬁ
S ekpludéd'uﬁder éertainiéoﬁaifiéﬁéiifi
gﬁf ‘possible to ﬁake'a conclﬁsi?é;dé%':

vif'_the ambuht‘of'reimbursabléibéﬁ&éi@h sy

.ékcludabié from the ém6ﬁﬁ£.§£?é;éH¢§;§§
‘issued because:-
(1) Itvis not known exaét1y7&ﬁé£;§ﬁéié¢té§fon
Which réiﬁbursablé bqﬁds;héVéxgééAZ?{a
authorizéd in prior adtéjaﬁa;iﬁfﬁﬁlsgAC;;f f}W;f;f;f
will be implemented}and;wiilf;ééﬁifé!ﬁﬁé}{;_ Q
application of proceeds from a'parﬁiéQiar.'.
bond iséﬁe; and | L
(ii) Not all.reiﬁbursablé geﬁérai dbii§é£ién €?,il”,.f';J
"5;i20;€ ; ;' zV' |  ' bonds méy qualify for exc1usi§p}¥§f:";'
121;1  ~. 3 _Ho&evér, the legislature ﬁotes thaﬁ‘wiEH reé§e¢t
2 , t§ the princ1pa1'and interest on‘outstanding

SB2173 CD1 HMS 2010- 3360
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.’rgéneral obligation bénds, accordingtﬁé;tﬁév“,
 department of budget and finance, the av
"tp?oportion_Of principal and'iﬁ£eré§£ i
if;feicludabla each YearrfrOm;tﬂé;ééiéﬁiéf
1?:5the‘debt 1init is i 52rpe£‘¢éﬁtﬂ£6}f

.f;ﬁfrom flscal year 2009 2010 to flscal

fiéénefwill;bevexcludable;frnm th?:d?bt

lft'_uﬁptibnfthattthé iegislatnrétfindaf

on " reasonable and comservative.
’ f:ngondsycqnatituting instruments of ihd?bﬁéaﬁé:{
nderwhlchtheState 1ncursacont1ngen i
nﬁifaﬁii;ty;ééna guarantor Caﬁ.be ?3Cimda§r5nt;5
. rfﬁdiﬁﬁaféntent;thé,principal;anonnt-of%éﬁéﬁ _
g frjét:nnutfnfftt_; tjénaranties dOes'nat éxéeed éeven per: cént:dffthe:;nJ
17 ' o - pr1nc1pa1 amount of outstanding general
'f;fisf_,rj rntt@iifttobllgatlon bonds not otherwise excludéd unaer irifffff
' 19'; ”ifr,;itfg ,niaubparagraph (A) of thls paragraph (7) vprov1dedt‘:“i'
| "205 ‘ ff t‘:~v? 5_Athat the‘Stata shall establlshnand malntaln a:vny".
21 _' R raserve in an'amount in,reasonabie prapartion to
22 o vithe outstanding loans guaranteed by the State as

CD1 HMS 2010-3360
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herein, the.
geﬁéEéifdb ga
' x. bonds pfoposed,t
otherw1sefex
.ofvnhénHawaaivébf
2009-ébiﬁ}52610§

- are as follows:

General Obllgatlon,Bon :
not otherwise-excluded by
. Article VII, Sectlon 13 .
Fiscal year = - of the Hawall Constitution .- -

2009720107 i
2010-2011 - e
2011-2012 . . o
2012-2013

Based on the fbrégéihnghagpase w.;_,«_:;,a§ﬁbi,jvv'
assumption that the full améﬁﬁt*cf”a'gﬁaiaﬁty‘iésfanr_’
1mmed1ate1y due and payable when such guaranty changes  »_

. from a contlngent llablllty to an actual 11ab111ty i“vf -

_the‘aggregate prlnclpal amount.of_the.portlonnofvthe:'n{
- outstanding guarantiesvandffheﬁgnarantiééabfbbééédffbv’
be incurréd, which does nbt‘exceed Seven~pericent:of'

B2l73 CDl HMS 2010- 3360
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S.B. NO.

OTHN
- Dooy
— ot )

the average amount set forth in the last column of the
above table and for which reserve funds have been or

will have been established'as”heretbfore provided, canf 

. be excluded in determining,the power of the State to

10

(8)

 issue general obligation bonds. As it is not possible -
 to predict with a reasonable'dégree.of'certainty when
a guaranty will change‘frdm a contingent liability to

“an actual liability, it is assumed in conformity with

fiscal conservatism and'prudence)'that all ‘guaranties

~‘not otherwise excluded puksﬁantvto'article VII,
 section 13‘ofvthe Hawaii Constitution’Will-become due

and payable in the same fiscal year in which the

greatest amount of principal and interest on general
obligation bonds, after exclusions; occurs. Thus,_'
based on such assumptions and on the determination in

paragraph (8), all of the'outstanding;gﬁaranties can

be excluded.

Determination whether the debt limit wi1l be exceeded

at the time of issuance; From the foregoing and on

the assumption that all of the bonds- identified in
paragraph (5) will be issued at a net average interest

rate, aftéf giving effect to federal subsidy paymeﬂts,

SB2173 Cbl HMS 2010- 3360
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' ' cDh. 1

dif.any, received by the’State under and pursuant to

the American'Reccvefy'ahd Reinvestment'Act'cf 2009,;es

may be amended from time to time, not to exceed 5‘25fdﬂvifh?i;
. ‘pericent, it can be determined ftom the followihgsg D

schedule that the bonds which are proposed-to’beﬂffddiéi

h_issued, which include all authorized and unissuedf;fhgv_

10

11

16
.18
20

22

- 28

bonds previously authorized, as adjusted, geﬁefalfkfffif

B2173 CD1 HMS 2010-3360

{4I|ﬂ|4|HIHIIIUlllUINlIIIIﬂHI\I\IIHWINIIJWIIIIINIIII\MIVIWIHIUINIIVIJIIIHIIHHIIIHIIIIWIIIIUIIN!IH

and instruments of indebtedness '

ThE obligation bonds,
9 ”.:_under‘which the State incurs a contingent'1iabilitYfesh”
‘ : d'_a guarantor authorlzed in this Act, will not. CAusé,,
debt llmlt to be exceeded at the time of such
12 vlssuance.
B L Greatest Amount - .
14 Time of Issuance. : and Year of
15 and -Amount ‘to be ~ Debt Limit Highest Pr1nc1pa1 L
Counted Against at Time of’ ~and Interest 7V‘7U*jff
17 Debt'Limit°‘v Issuance. " on Bonds and Guarantiés = .
19 ~ 1°% half FY 2010-2011 o . | '
$272,250,000 , 916,111,525 650,692,999 (2014-2015) -
21 2™ half FY 2010-2011 o : co
$272,250,000 916,111,525 675,296,124 (2014-2015)
23 1°* half FY 2011-2012 o P L L
24 ' $297,000,000 893,856,234v 690,888,624 (2014-2015)
25 2™ half FY 2011-2012 _ : o
26 _' $371,250,QOO '893,856,234 710,379,249 (2014-2015)
27 1°* half FY 2012-2013 o o
_ $297,000,000 ' 899,271,742 - 727,495,990 (2016-2017) .
29 . 2™ half FYy 2012-2013 . S ,
- 30 $321,750,000 899,271,742 756,567,865 (2016—2017)'
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””ﬁSﬁirémain subject to subStantial'flexibiiity;; {f”'”"””°7"1”“'

sumptions set forth in this Act with respect to the principal @ = .

Ehel vagéneral’obligatioﬁ bdnds ﬁhétﬁWfil?ﬁe

,,,_igéfidhﬁbondS'that are aSSumédftb'béfékaﬁdéls‘,, ﬁf”ﬂﬁ___ D
‘assumed maturity structure shall not be deemed tbjbéfbihdiﬁg)?itif‘ E

 _217 ;béing the understanding of the legislature that suéh matters o

,¢SSECTION”3. Authorization'for_issuancevOf"genefél7ﬁf1  ; ;ﬁQ

obligation bonds. General obligation boﬁdsemay bé;issQ¢d és:;j@‘." S

~provided by law in an amount that may befneééssary to finance,v

projects authorized_in.House Bill No. 2200, H.D. 1, S.D. 2, c.D.

- 8B2173 CD1 HMS 2010-3360
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Page 17 2173
S.B. NO. so-

H.D. 1
C.D. 1

1 (the Supplemental. Appropriations Act of 2010) and House Bill
No. 2000, H.D. 2, S.D. 2, C.D. 1 (the Judiciary Supplemental
Appropriations Act of 2010), passed by the legislature during

the regular session of 2010, and designated to be financed. from

thé general obligation bond fund and from the general obligatidh =

bond fund with debt service cost to be paid from special funds; -
provided that theISum total of general obligation'bonds‘so'f

issued shall not exceed $326,115,000.

Any law to the contrary notwithstanding, general obligation: '

borids may be issued from time to time in accordance with section

39-16, Hawaii Revised Statutes, in such principal amount as maY'

bevrequired to refund any general obligation bonds of the State
of Ha&éii héretofore or hereafter issued pursuant to law.

" SECTION 4. The provisions of this Act are declared to be
severable and iffahy portion thereof is held to be invalid for
any reason, the validity of the remainder of this Act shall not
be affected.

SECTION 5. In printing this Act, the revisor of statutes
shall substitute in section 1 and section 3 the corresponding
act numbers for bills idenfified therein.

SECTION 6. This Act shall take effect upon its approval.
APPROVED this 28 dayof  JUN , 2010

&

GOVERNOR OF THE S

OF HAWAII



