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Chair Oshiro, Vice-Chair Lee, members of the Finance Committee:

The Office of the Governor is in strong support of House Bill 2522, Making
Appropriations to Recapitalize State Fiscal Reserves. This measure
appropriates general funds to recapitalize the Emergency and Budget Reserve
Fund (“Rainy Day Fund”) and the Hawaii Hurricane Relief Fund.

Recapitalizing these reserve funds is fiscally prudent, and should resonate
favorably with the bond rating agencies.

The Department of Budget and Finance can answer any technical questions you
may have.

Thank you for this opportunity to testify.
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MAKING APPROPRIATIONS TO RECAPITALIZE STATE FISCAL RESERVES

House Bill No. 2522 appropriates general funds to recapitalize the Emergency

and Budget Reserve Fund and the Hawaii Hurricane Relief Fund.

Prolonged effects of the economic downturn have led to the near depletion of

the State’s reserve funds, including the Emergency and Budget Reserve Fund and

the Hawaii Hurricane Relief Fund. FY 11 beginning balances were $62.5 million and

$188.2 million for the Emergency and Budget Reserve Fund and Hawaii Hurricane

Relief Fund, respectively. Adjusted FY 11 ending balances (adjusted to

accommodate all of the transfers authorized by Acts 25 and 62, SLH 2011) were

$5.5 million and $8.8 million, respectively. The low fund balances are not fiscally

prudent and have caught the attention of State bond investors and bond rating

agencies. Both of these funds are identified as State reserves. The low funding

balances in both of these funds was a primary reason for downgrade actions by the

agencies over the past year and they have cited on-going concern at their current

depleted balances. To address those concerns, this bill accelerates the

recapitalization of these reserve funds by appropriating a total of $75 million in FY12

and $99.7 million in FY 13. These amounts have been incorporated into the State’s

financial plan.
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However, it should be noted that with the recent 3% drop in the Council on

Revenues’ forecast and the uncertainty in the economy and revenue collections, the

Administration recognizes that it may be necessary to amend the amounts of the

recapitahzation plan as well as the funding timetable. The Administration desires to

work with the Legislature to arrive at a mutually agreeable recapitalization rate and

period for both of these reserves; however, we would strongly advise that for the

interest of demonstrating credit worthiness and stability that some level of

recapitalization begin within this fiscal biennium. We will be monitoring the progress

of revenue collections and updates of revenue projections by the Council on

Revenues and advise you of any necessary revisions to the recapitalization amounts.
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SUBJECT: SUPPORT of fiB 2522, Relating to Making Appropriations to
Recapitalize State Fiscal Reserves.

Chair Oshiro, Vice Chair Lee, and Members of the Committee on Finance, my name is Stella
Wong and I ath the Vice President of Programs at Catholic Charities Hawai’i. I ant testifying in
support of 118 2522, Relating to Making Appropriations to Recapitalize State Fiscal
Reserves.

Catholic Charities HawaIi fully supports 1182522.

Catholic Charities Hawai’i (CCH) is a tax exempt, non-profit agency that has been providing
social services in Hawai’i for over 60 years. CCH has programs serving elders, children,
developmentally disabled, homeless and immigrants. Our mission is to provide services to the
most vulnerable of the people in Hawaii.
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Emergency and Budget Reserve fhnding was approved by the 2010 Legislature and released by
Governor Abererombie to ensure that the safety net of services would be able to serve the
growing numbers of people at risk. As of June 30, 2012, these services are at risk of significant
reduction or elimination. The negative impact to our community is tremendous.

The economic situation in our state continues to struggle we continue to have more people
coming to our doors needing food, shelter, jobs and other basics of life. There is nothing more
heartbreaking than to have to turn away families with young children, frail elders and individuals
with disabilities.

The legislature had the foresight to set up the Emergency and Budget Reserve Fund as a safety
net for social services. The safety net for all social services that affect our most vulnerable in the
state still remains thin and we must continue to do what we can to maintain services for at risk
populations in the community.

Please help maintain programs to protect the most vulnerable in this State. I strongly urge your
committee to pass FIB 2522.

Thank you for the opportunity to testify. Please feel free to contact rue at 527-4888 or
~won~?I~catholiccharitiesh~waii.drg if I can provide any ftrther infomqation. 3


