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S.B. NO. 102 
THE SENATE 

STATE OF HAWAII 
TWENTY-EIGHTH LEGISLATURE, 201 5 

JAN 2 2 2015 

A BILL FOR AN ACT 
RELATING TO BUDGETING. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. The purpose of this Act is to improve the 

State's budgeting process. 

More specifically, this Act: 

(1) Changes the information required to be provided in the 

variance reports submitted to the legislature before 

each regular session. The major changes delete the 

requirement for estimated variances for the fiscal 

year in progress and, instead, require a comparison of 

the variances for the last completed fiscal year 

against the immediate preceding fiscal year; and 

(2) Repeals the requirement that program memoranda be 

12 submitted to the legislature before regular sessions 

13 of odd-numbered years. 

14 The legislature finds that variance reports, which show the 

15 differences between budgeted and actual expenditures, positions, 

16 program size indicators, and levels of effectiveness, will 

17 promote the legislature's decision-making capability. With the 
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information, the legislature will be better able to evaluate the 

execution of the enacted budget and effectiveness, efficiency, 

and productivity of budget programs in relation to expenditures. 

The legislature intends that the variance reports be submitted 

annually to the legislature as prescribed by current statute. 

This intent is emphasized because the administration in recent 

years has submitted variance reports biennially. 

This Act also requires the auditor to conduct an audit of 

the first two variance reports submitted under this Act. The 

legislature intends to review this Act based on the findings and 

recommendations of the auditor. 

The legislature has repealed the requirement for program 

memoranda in order to compensate for the possible additional 

administrative workload required for the annual variance 

reports. 

The legislature intends that the provisions of this Act 

also apply to the judiciary budget by operation of section 601- 

2, Hawaii Revised Statutes. 

SECTION 2. Section 37-75, Hawaii Revised Statutes, is 

amended to read as follows: 
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"S.37-75 Variance report. - (a) Not fewer than thirty days 

prior to the convening of each regular session of the 

legislature, the governor shall submit to the legislature and to 

each member thereof a variance report on program performance for 

the last completed fiscal year and the immediate preceding 

fiscal year [ , V I .  For purposes of this section, 

"immediate preceding fiscal year" means the fiscal year 

immediately preceding the last completed fiscal year. The 

purposes of the variance report shall be to: 

- (1) Compare and explain the differences between the: 

- (A) Budgeted expenditures, authorized positions, 

anticipated program sizes, and anticipated levels 

of effectiveness for the last comDleted fiscal 

year; and 

- (B) Actual expenditures, filled positions, actual 

program sizes, and actual levels of effectiveness 

for the last completed fiscal year; and 

- (2) Compare the differences between the information 

described in DaraaraDhs (1) (A) and (B) for the last 

completed fiscal year and corresponding information 

for the immediate preceding fiscal year. 
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- (b) In format, the variance report generally shall follow 

the fiscal requirements portion of the executive budget or 

budgets. The report shall include: 

(1) At the lowest level of the program structure, for each 

program contained in the budget finally approved by 

the legislature for the last completed fiscal year and 

the immediate preceding fiscal year [-I: 

(A) A comparison, by the operating and research and 

development cost categories, of the budgeted 

expenditures and [%-e] actual expenditures for 

the last completed fiscal year and the budgeted 

expenditures and [ t h e  estimzted ] actual 

expenditures for the immediate preceding fiscal 

year [&-I; 

(B) A comparison[, for t h z  o p e r z t i n g  and r e s e a r c h  s ~ d  

n t  ,-,-,"t d L  n 7 t h m h r  bULLYuL izs , ]  of the [h-dg- 

c x p e n d i t u r e s  a d ]  number of positions authorized 

in the budget and [ t h e  sctual e x p e n d i t u r e s  and  1 

number of positions filled in the last completed 

fiscal year and [a cmtparisor, of t h e  b ~ d g z t e d  

c x p e n d i t u r e s  snd]  the number of positions 
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authorized [for t h e  fisczl yezr  ir, p r o g r ? s s  3 in 

the budget for and [ t h e  actuzl expenditures x d  1 

number of positions filled in [ t h e  f i rs t  thrcc 

the immediate preceding fiscal year [k 

F-1; 

(C) The program size indicators and a comparison of 

the program size anticipated and [&-e] size 

actually realized in the last completed fiscal 

year and the program size anticipated and [&he] 

size [cst imated ] actually realized for the 

immediate preceding fiscal year [ V I  ; 

(D) The effectiveness measures and a comparison of 

the level of effectiveness anticipated and [*I 

level actually attained in the last completed 

fiscal year and the level of effectiveness 

anticipated and [%e] level [ c s t i W  ] actually 

attained for the immediate preceding fiscal year 

[++p-g--I; and 
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(E) A narrative explanation of the significant 

differences for the last completed fiscal year in 

each of the comparisons made in subparagraphs 

(A), ( B ) ,  (C) , and (D), including an explanation 

of the basis upon which the original estimates 

were made and the reasons why the estimates 

proved accurate or inaccurate, and a statement of 

what the actual experience portends for the 

future of the program in terms of costs, size, 

and effectiveness[+]. No narrative explanation 

of the difference for the immediate preceding 

fiscal year shall be required; 

provided that expenditure amounts in the comparisons 

shall be shown to the nearest thousand dollars; 

(2) Appropriate summaries at each level of the state 

program structure for each major grouping of programs 

encompassed therein, showing: 

(A) A comparison of the total budgeted expenditure 

and [#+e] total actual expenditure for the last 

completed fiscal year and the total budgeted 

expenditure and [#+e] total [cstim~tzd ] actual 
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expenditure for the immediate preceding fiscal 

year [-I; provided that the expenditure 

amounts shall be shown to the nearest thousand 

dollars ; 

(B) The effectiveness measures and a comparison of 

the level of effectiveness anticipated and the 

level actually attained in the last completed 

fiscal year and the level of effectiveness 

anticipated and the level [cstimated ] actually 

attained for the immediate preceding fiscal year 

[-I; and 

(C) A narrative explanation summarizing the major 

reasons for the differences in the comparisons 

made for the last completed fiscal year in 

subparagraphs (A) and (B) [d] . No narrative 

explanation of the differences for the immediate 

Drecedincr fiscal vear shall be reauired; 

( 3 )  A narrative explanation of the significant variations 

in capital improvement costs[+] for the last completed 

fiscal year; provided that capital improvement project 

variances shall be referenced to the six-year program 
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and financial plan, which shall contain the 

information specified in section 37-69(d) (1) (K) ; - 

and - 

- (4) The percentage differences shall be shown when 

comparisons are required under paragraphs (1) and (2) 

between: 

(A) Budgeted and actual expenditures, positions 

authorized and filled, anticipated and actually 

realized program size indicators, and anticipated 

and actually attained levels of effectiveness for 

a fiscal vear; and 

- (B) The information specified under subparagraph (A) 

for the last completed fiscal year and the 

immediate preceding fiscal year. 

(c) The variance report shall be submitted to the 

legislature in a document separate from the six-year program and 

financial plan and executive or supplemental budget." 

SECTION 3. Section 37-70, Hawaii Revised Statutes, is 

repealed. 
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SECTION 4. Section 2 shall apply to the variance reports 

required to be submitted to the legislature pursuant to section 

37-75 and 601-2, Hawaii Revised Statutes, after the effective 

date of this Act. 

SECTION 5. (a) The auditor shall conduct an audit of the 

variance reports that have been issued by the department of 

budget and finance after July 1, 2016, and submitted to the 

legislature before the regular sessions of 2017 and 2018. 

(b) The primary purpose of the audit shall be to determine 

if the information in the variance reports is accurate and 

worthwhile for legislative use. For this purpose, the auditor 

may limit the audit to a sample of budget programs and 

information from the variance reports of the executive and 

judiciary. 

(c) The secondary purpose of the audit shall be to 

determine if: 
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The format of or information in the variance report 

should be changed; and 

Any program size indicators or levels of effectiveness 

should be changed. 

The auditor shall submit the findings and 

recommendations of the audit to the governor, chief justice, and 

legislature not later than thirty days before the convening of 

the regular session of 2019. 

(d) The auditor shall submit to the legislature, not later 

than twenty days prior to the convening of the regular sessions 

of 2017 and 2018, requests for annual appropriations to conduct 

the audit required under this section. With the requests, the 

auditor shall submit proposed scopes of work under the requested 

appropriations and alternative scopes of work under different 

appropriation amounts. 

SECTION 6. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

SECTION 7. This Act shall take effect on July 1, 2016. 
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R e p o r t  T i t l e  : 
Budget; Variance Reports, Program Memoranda 

D e s c r i p t i o n  : 
Changes the information required in the variance reports 
submitted to the legislature. Emphasizes the intent that the 
variance reports be submitted annually as prescribed by current 
statute. Requires the auditor to conduct an audit of the first 
two variance reports required under this Act. Repeals the 
requirement for submittal of program memoranda to the 
legislature before sessions of odd-numbered years. States 
intent that the provisions also apply to the judiciary budget by 
operation of existing law. Effective 07/01/16. 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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