
ACT 185

ACT 185 H. B. NO. 1829-70

A Bill for an Act Relating to the State Budget.

Belt Enacted by the Legislature of the State of Hawaii:

SECTION 1. Short title. This act may be cited as “The Executive Budget
Act.”

SECTION 2. Definitions. Unless otherwise clear from the context, as
used in this act:

(a) “Agency” means any executive department, independent comniis
sion, board, bureau, office, or other establishment of the State government (ex
cept the legislature), or any quasi-public institution which is supported in
whole or in part by State funds.

(b) “Bond categories” means types of bonds and includes general obliga
tion bonds, reimbursable general obligation bonds, and revenue bonds.

(c) “Bond fund” means the fund used to account for the proceeds of
bond issues and expenditures therefrom.

(d) “Bond receipts” means the proceeds from the issuance of governmen
tal bonds.

(e) “Capital investment costs” means costs, beyond the research and de
velopment phase, associated with capital improvements, including the acquisi
tion and development of land, the design and construction of new facilities,
and the making of renovations or additions to existing facilities, which are re
quired for a new program, system or capability to be introduced into use.

(f) “Construction costs” means the costs involved in building, equipping
and landscaping capital facilities, including any consultant or staff services re
quired.

(g) “Cost categories” means the major types of costs and includes re
search and development, capital investment, non-capital investment, and oper
ating.

(h) “Cost elements” means the major subdivisions of a cost category. For
the category “research and development,” it includes research, planning, and
test and evaluation. For the category “capital investment,” it includes land ac
quisition, design, and construction. For the category “non-capital investment,”
it includes such items as in-service training, books, etc. For the category “oper
ating,” it includes personal services, other current expenses, equipment, and
motor vehicles.

(i) “Cost subelements” means further subdivisions of a cost element. For
the cost element “capital investment-land acquisition,” it includes land, con
sultant services, and staff services. For the cost element “capital investment-
design,” it includes consultant services and staff services. For the cost element
“capital investment-construction,” it includes building, equipment, landscap
ing, consultant services, and staff services.

(j) “Crosswalk” means a reconciliation of the program structure with the
structure used for accounting and/or appropriations.

(k) “Debt service” means interest and principal repayments on monies
borrowed.
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(1) “Departmental earnings” means the amounts collected by govern
mental agencies for services provided and products or property sold; rentals
collected for use of public property; fees, fines, forfeitures, and penalties as
sessed; and other related types of charges.

(m) “Design costs” means the costs related to the preparation of architec
tural drawings for capital improvements through its various stages from sche
matic to final construction drawings. It does not include costs associated with
the identification of needs, determining alternative ways of meeting needs, and
prescription of standards for capital improvements.

(n) “Effectiveness measure” means the criterion for measuring the degree
to which the objective sought is attained.

(o) “Federal aid interstate” means funds received from the federal gov
ernment for the purpose of constructing the interstate highway system in the
State.

(p) “Federal aid primary” means funds received from the federal govern
ment for the purpose of constructing primary roadways.

(ci) “Federal aid secondary” means funds received from the federal gov
ernment for the purpose of constructing secondary roadways.

(r) “Federal aid urban” means funds received from the federal govern
ment for the purpose of constructing roads in urban areas.

(s) “Federal receipts” means financial aid received from the federal gov
ernment.

(t) “Full cost” means the total cost of a program, system or capability, in
cluding research and development costs, capital and non-capital investment
costs, and operating costs.

(u) “General fund” !means the fund used to account for all transactions
which are not accounted for in another fund.

(v) “General obligation bonds” means certificates or notes of indebted
ness for the payment of the principal and interest of which the full faith and
credit of the State are pledged.

(w) “General obligation reimbursable bonds” means general obligation
bonds, the principal and interest of which are paid from the general fund but
the general fund is reimbursed to the extent of such payments from other
sources.

(x) “Land acquisition costs” means the costs of obtaining lands, includ
ing any consultant or staff services costs attributable to that acquisition.

(y) “Non-add” means a program which is listed with an objective or a
program grouping, but the cost of which is not to be included in the total cost
of that objective or program grouping because it is included in some other ob
jective or program group.

(z) “Non-capital investment costs” means costs, beyond the research and
development phase, other than investment costs for capital improvements,
which are required for a new program, system or capability to be introduced
into use (e.g., cost of initial training of personnel which is required for a pro
gram to get underway).

(aa) “Non-tax revenue sources” means sources other than taxes from
which revenues are produced and includes departmental earnings of various
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kinds, reimbursements of principal on general obligation bonds issued for
State agencies and counties, federal receipts which are restricted in their use to
specified purposes, and other federal receipts.

(bb) “Objective” means a statement of the end result, product, or condi
tion desired, for the accomplishment of which a course of action is to be taken.

(cc) “Operating costs” means recurring costs of operating, supporting
and maintaining authorized programs, including costs for personnel salaries
and wages, employee fringe benefits, supplies, materials, equipment and motor
vehicles.

(dd) “Phases of capital improvement project” means land acquisition,
design and construction.

(ee) “Planning” means that process by which government objectives are
formulated; measures by which effectiveness in attaining the objectives are
identified; alternatives by which objectives may be attained are determined;
the full cost, effectiveness and benefit implications of each alternative are de
termined; the assumptions, risks and uncertainties of the future are clarified;
and cost and effectiveness and benefit tradeoffs of the alternatives are identi
fied.

(ff) “Program” means a combination of resources and activities designed
to achieve an objective or objectives. In the context of the program structure,
“program” may be a principal subdivision within a level of the structure and
consist of a group of programs, all serving a common objective.

(gg) “Program element” means a subdivision of a program in the pro
gram structure, consisting of resources and activities designed to produce a
specific, identifiable output.

(Kb) “Program size” means the magnitude of a program, such as the
number of persons serviced by the program, the amount of a commodity, the
time delays, the volume of service in relation to population or area, etc.

(ii) “Program size indicator” means a measure to indicate the magnitude
of a program.

(jj) “Program structure” means a display of programs which are grouped
in accordance with the objectives to be achieved.

(kk) “Program subelement” means a further subdivision of a program el
ement where necessary to identify in more detail specific, identifiable outputs.

(11) “Programming” means that process by which government’s long-
range program and financial plans are scheduled for implementation over a
six-year period and which specifies what programs are to be implemented, how
they are to be implemented, when they are to be implemented, and what the
costs of such implementation are.

(mm) “Reimbursable general obligation bonds” means general obliga
tion bonds, the principal and interest of which are paid from the general fund
but the general fund is reimbursed to the extei~t of such payments from other
sources.

(nn) “Research and development costs” means costs primarily associated
with the development of a new program, system or capability to the point
where capital and/or non-capital investments are required to introduce the
program, system or capability into operational use.
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(oo) “Resource categories” means types of resources and includes tax
revenues, departmental earnings, and federal receipts.

(pp) “Revenue bonds” means certificates or notes of indebtedness pay
able from and secured solely by the revenues or user taxes, or any combination
of both, of a public undertaking, improvement, or system.

(qq) “Revolving fund” means a fund from which is paid the cost of goods
and services rendered or furnished to or by a State agency and which is replen
ished through charges made for the goods or services or through transfers from
other accounts or funds.

(rr) “Sources of funding” means the various sources from which funds
are available and includes the general fund, special fund, revolving fund, gen
eral obligation bonds, reimbursable general obligation bonds, revenue bonds,
federal aid interstate highway fund, federal aid primary road fund, federal aid
secondary road fund, federal aid urban fund, other federal funds, private con
tributions, county funds, trust funds, and other funds.

(ss) “Special funds” means funds which are dedicated or set aside by law
for a specified object or purpose, but excluding revolving funds and trust
funds.

(tt) “Taxes” and “tax revenue sources” mean each specific kind of tax.
(uu) “Tax revenues” means the amounts collected from compulsory

charges, in the form of taxes, levied by the State for the purpose of financing
services performed for the common public benefit.

(vv) “Trust fund” means a fund in which designated persons or classes of
persons have a vested beneficial interest or equitable ownership, or which was
created or established by a gift, grant, contribution, devise or bequest that lim
its the use of the fund to designated objects or purposes.

SECTION 3. Statement of policy. It is the purpose of this act to establish
a comprehensive system for State program and financial management which
furthers the capacity of the governor and the legislature to plan, program and
finance the programs of the State. The system shall include procedures for:

(a) The orderly establishment, continuing review and periodic revision of
the State program and financial objectives and policies.

(b) The development, coordination and review of long-range program
and financial plans that will implement established State objectives and poli
cies.

(c) The preparation, coordination and analysis, and enactment of a bud
get organized to focus on State programs and their costs, that authorizes the
implementation of the long-range plans in the succeeding budget period.

(d) The evaluation of alternatives to existing objectives, policies, plans
and procedures that offer potential for more efficient and effective use of State
resources.

(e) The regular appraisal and reporting of program performance.

SECTION 4. Governing principles. The system shall be governed by the
following general principles:

(a) Planning, programming, budgeting, evaluation, appraisal and report
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ing shall be by programs grouped by objectives, regardless of their placements
in the State or agency organizational structure.

(b) The State program structure shall be such as will enable meaningful
decisions to be made by the governor and the legislature at all levels of the
structure. At its lowest level, it shall display those program elements or pro
gram subelements which are the simplest units of activities, each unit produc
ing a specific, identifiable result, about which resource allocation decisions are
to be made by the governor and the legislature.

(c) A program which serves two or more objectives shall be placed in the
program structure along with that objective which it primarily serves; where
desirable, it shall also be placed with other objectives, but as a non-add item.

(d) The full cost, including both capital and operating costs, shall be
identified for all programs regardless of the source of funding; costs shall be
displayed in the year of their anticipated expenditure, regardless of whether
such costs have been authorized to be expended by prior appropriations acts or
are authorized to be expended by existing law or require new appropriations or
authorizations.

(e) Objectives shall be stated for every level of the State program struc
ture.

(f) The effectiveness of programs in attaining objectives shall be assessed.
(g) Planning shall have a long-range view.
(h) Systematic analysis in terms of problems, objectives, alternatives,

costs, effectiveness, benefits, risks and uncertainties shall constitute the core of
program planning.

SECTION 5. Responsibilities of the governor. The governor shall direct
the preparation and administration of State programs, program and financial
plans, and budget. He shall evaluate the long-range program plans, requested
budgets and alternatives to State objectives and programs; and formulate and
recommend for consideration by the legislature the State’s long-range plans, a
proposed six-year State program and financial plan and a proposed State Bud
get.

SECTION 6. Responsibilities of the legislature. The legislature shall:
(a) Consider the long-range plans, including the proposed objectives and

policies, the six-year State program and financial plan, and the budget and rev
enue proposals recommended by the governor and any alternatives thereto.

(b) Adopt programs and the State budget and appropriate moneys to im
plement the programs it deems appropriate.

(c) Adopt such other legislation as necessary to implement State pro
grams.

(d) Review the implementation of the State budget and program accom
plishments and execution of legislative policy direction. Implementation of the
State budget and program management, execution, and performance shall be
subject to post-audits by the auditor who shall report his findings and recom
mendations to the legislature as provided in chapter 23, Hawaii Revised Stat
utes.
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SECTION 7. Responsibilities of the department of budget and finance.
The director of finance shall assist the governor in the preparation, explanation
and administration of the State long-range plans, the proposed six-year pro
gram and financial plan and the State budget. To this end, subject to this act,
the director shall:

(a) With the approval of the governor, develop procedures and prescribe
rules and regulations to guide such State agencies as may be assigned by the di
rector the task of formulating and preparing the initial proposals with respect
to long-range plans, program and financial plans, program budget requests and
program performance reports and to assure the availability of information
needed for effective policy decision-making.

(b) Assist such State agencies in the formulation of program objectives,
preparation of program plans and program budget requests, and reporting of
program performance.

(c) Coordinate, analyze and revise as necessary the program objectives,
long-range plans, program and financial plans, program budget requests and
program performance reports initially proposed or prepared by such State
agencies and develop the State comprehensive program and financial plan,
budget and program performance report.

(d) Administer its responsibilities under the program execution provi
sions of this act so that the policy decisions and budget determinations of the
governor and the legislature are implemented to the fullest extent possible
within the concepts of proper management.

(e) Investigate continuously the administration of the various agencies
for the purpose of advising the governor and recommending to the governor,
the legislature and the committees of the legislature concerning the duties of
the various positions in these agencies, the methods of the agency, the stand
ards of efficiency therein, and changes which in his judgment will produce
greater effectiveness of programs and economy in the conduct of government
programs and assist in the preparation of program and financial plans, budget
requests and program performance reports.

(f) Provide the legislature and any member or committee of either house
of the legislature with such documents and information as may be requested
concerning the programs, budget, and fiscal and management operations of
the State.

SECTION 8. Responsibilities of agencies. Under such rules and regula
tions as may be prescribed by the director of finance with the approval of the
governor:

(a) Every agency assigned the task of developing programs and preparing
program and financial plans, budgetary requests and program performance re
ports shall develop such programs and prepare such plans, requests and reports
and submit the same to the director of finance at such times, on such forms and
in such manner as the director may prescribe.

(b) Every agency administering State programs and every agency respon
sible for the formulation of programs and the preparation of program and fi
nancial plans, budgetary requests and program performance reports, shall fur
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nish the department of budget and finance all such documents and informa
tion as the department may from time to time require. Each agency shall make
available to the legislature and any member or committee of either house of the
legislature, all documents and information as may be requested.

(c) The director of finance or any employee of the department of budget
and finance, when duly authorized, shall, for the purpose of securing informa
tion, have access to and may examine any books, documents, papers or records
of any agency.

SECTION 9. The six-year program and financial plan. (a) The governor
shall prepare a State six-year program and financial plan encompassing all
State programs. The program and financial plan shall be annually and continu
ally updated and maintained, and copies of the current plan shall be transmit
ted to the legislature and to each member thereof, not less than twenty days
prior to the convening of each regular session. The program and financial plan
shall, in general, contain:

(1) The State program structure.

(2) Statements of statewide objectives and program objectives.

(3) Program plans which describe the programs recommended to imple
ment the statewide and program objectives and the manner in which
the recommended programs are proposed to be implemented over the
next six fiscal years.

(4) A financial plan which shows the fiscal implications of the recom
mended programs for the next six fiscal years.

(b) The information contained in the program and financial plan shall be
presented generally in the following manner:

(1) Information shall be displayed by programs, regardless of their place
ment in the State or agency organizational structure.

(2) Programs shall be appropriately crosswalked to expending agencies.

(3) Data shall be appropriately summarized at each level of the program
structure.

(4) Program costs shall include all costs, both operating and capital, re
gardless of the source of funding, except that the sources of funding
shall be expressly identified; all costs shall be displayed in the year of
their anticipated expenditure, regardless of whether such costs have
been authorized to be expended by prior appropriations acts or are
authorized to be expended by existing law, or require new appropria
tions or authorizations.

(5) Cost data shall be presented to the nearest thousand dollars.

(6) Comparative data for the last completed fiscal year and the fiscal year
in progress shall be shown.

(c) The financial plan for the ensuing six fiscal years shall more specifi
cally include:
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(1) Economic data for the State and the counties of the following kinds:

(A) Population - historical, current and projected population count;
population distribution by age and sex; estimated increases and
decreases, including increases and decreases by in-migration; etc.

(B) Employment - magnitude of labor force by age and sex; labor
force participation rates; employment by age and sex; industry
and occupational surpluses and shortages; effects of government
programs on employment rate; etc.

(C) Income - per capita and per family income; disposable income;
income distribution; etc.

(D) Wages and prices - wages by industry and occupational groups;
prices for government procurement items; construction costs;
cost of living index; price indices for components of personal
consumption; etc.

(E) Industry and business trends.

(F) Effects of national economic and financial policies and condi
tions.

(2) Brief statements disclosing the basis upon which the revenue esti
mates in the plan were made, including for each specific tax and non-
tax revenue source, the previous projections for the last completed fis
cal year and the fiscal year in progress, the variance between the pro
j ections and the actual or revised estimate, and the reasons for the
variances; the tax or source base and rates; yield projections of exist
ing revenue sources and existing taxes at authorized rates; assump
tions made and methodology used in projections; changes recom
mended, projected yields if changes are adopted, etc.

(3) At the lowest level on the State program structure, for each program:

(A) The total actual program cost for the last completed fiscal year,
the estimated cost for the fiscal year in progress and the esti
mated cost for each of the next six fiscal years; both operating
and capital costs shall be included and the sources of funding
and the number of positions included in the cost shall be appro
priately identified.

(B) The program size indicators; the actual size attained in the last
completed fiscal year, the estimated size for the fiscal year in
progress and the estimated size for each of the next six fiscal
years.

(C) The effectiveness measures; the actual level of effectiveness at
tained in the last completed fiscal year, the estimated level of ef
fectiveness for the fiscal year in progress, and the estimated level
for each of the next six fiscal years.
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(4) Appropriate summaries of (3)(A) and (C) immediately above, at every
level of the State program structure above the lowest level, by the ma
jor groupings of programs encompassed within the level. The sum
maries of (3)(A) shall appropriately identify the sources of funding
and the number of positions included in any cost.

(5) Financial summaries displaying the State’s financial condition, actual
for the last completed fiscal year, estimated for the fiscal year in prog
ress, and estimated for each of the next six fiscal years, including:

(A) A display of the programmed, total State expenditures, by cost
categories, the total State resources anticipated from existing tax
and non-tax sources at existing rates, by resource categories (in
cluding the fund balance or deficit at the beginning of the fiscal
year and bond receipts), and the resulting fund balance or deficit
at the close of each fiscal year.

(B) The changes proposed to the existing tax and non-tax rates,
sources or structure, and the estimated increases or reductions in
revenues, the estimated cumulative increases or reductions, and
the estimated fund balance or deficit in each of the next six fiscal
years as a result of such proposed changes. Proposals for changes
in the existing tax and non-tax rates, sources or structure shall be
made in every case where the proposed, total State expenditures
exceed the total resources anticipated from existing tax and non-
tax sources at existing rates.

Such financial summaries shall be prepared for the total State ex
penditures and resources and for the general fund and special fund
portions thereof.

(6) A summary of the balance of each special fund, actual for the last
completed fiscal year and estimated for the fiscal year in progress and
estimated for each of the next six fiscal years.

(7) A summary of the State’s total bond fund required to carry out the re
commended programs and the kinds of bonds and amounts thereof
through which such requirements were met in the last completed fis
cal year, are to be met in the fiscal year in progress, and are proposed
to be met in each of the next six fiscal years. The summary shall de
tail, for each fiscal year:

(A) Of the total bond fund requirements, the amount, by cost categor
ies, requiring new bond issuance authorization and the kinds and
amounts of bonds planned for issuance under such new authori
zations.

(B) By bond categories, the total, cumulative balance of bonds au
thorized in prior years but unissued and the amount thereof pro
posed to be issued.
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(C) A recapitulation of the total bonds to be issued, including both
new authorizations and prior authorizations, by bond categories.

(8) Separately for general fund tax revenues, special fund tax revenues,
general fund non-tax revenues and special fund non-tax revenues:

(A) By kinds of taxes or sources, the amount of revenue from existing,
authorized taxes or sources at existing rates received in the last
completed fiscal year and estimated to be received in the fiscal
year in progress and in each of the next six fiscal years.

(B) A summary of the proposed changes in the existing taxes or
sources or rates, and the estimated increases or reductions in rev
enues in each of the next six fiscal years resulting from such
changes.

(C) The total estimated revenues with and without the proposed
changes in each of the next six fiscal years.

(d) The program plans for the ensuing six fiscal years shall more specifi
cally include:

(1) At the lowest level on the State program structure, for each program:

(A) A statement of its objectives.

(B) Measures by which the effectiveness in attaining the objectives is
to be assessed.

(C) The level of effectiveness planned for each of the ensuing six fis
cal years.

(D) A brief description of the activities encompassed.

(E) The program size indicators.

(F) The program size planned for each of the next six fiscal years.

(G) A narrative explanation of the plans for the program which sum
marizes the findings of any program analysis performed. and
which explains the plans to accomplish program objectives and
the programming of the plans over the next six years. It shall con
tain, among other things:

(i) a statement of the program issues;

(ii) the recommendations being made in terms of the objectives to
be pursued and the activities to be undertaken;

(iii) an identification of the agencies involved in implementing
various parts of the recommended program;

(iv) the alternatives considered in arriving at the recommenda
tions;

(v) a brief and summary explanation of the results of compari
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Sons made of the alternatives in terms of their costs, effective
ness and benefits.

(vi) how effective the program has been in the past, what the ap
parent reasons were for this level of success or lack of it, what
levels will be sought in the future and on what basis these lev
els were determined, both as to their absolute amounts and in
cremental differences;

(vii) what the size and scope of the program has been and is antic
ipated to be, how and why past estimates differed from actual
experience, and how future estimates were arrived at;

(viii) how the program cost and revenue figures were arrived at;

(ix) what possible event could result in significant variations in
actual versus planned performance; and

(x) an explanation of the significant changes proposed in the pro
gram and the implications of such changes and the rationale
underlying such decisions.

(H) The full cost implications of the recommended programs, by cost
categories, cost elements and cost subelements, actually experi
enced in the last completed fiscal year, estimated for the fiscal
year in progress, and estimated for each of the next six fiscal
years. The sources of financing and the number of positions in
cluded in the costs shall be appropriately identified.

(I) A recapitulation of (H) above for the last completed fiscal year,
the fiscal year in progress and each of the next six fiscal years, by
sources of funding grouped under each cost category. The num
ber of positions included in any cost item shall be appropriately
identified.

(J) An identification of the revenues generated in the last completed
fiscal year and estimated to be generated in the fiscal year in
progress and in each of the next six fiscal years, and the fund into
which such revenues are deposited.

(K) Details of implementation of each capital improvement project
included in the total program cost, including:

(i) a description of the project, location and scope;

(ii) the initially estimated, currently estimated and final cost of
the project, by investment cost elements and subelements and
by sources of funding;

(iii) the amounts previously appropriated by the legislature for
the project, by cost elements and subelements and by sources
of funding specified in the acts appropriating the sums, and
an identification of the acts so appropriating;
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(iv) the costs incurred in the last completed fiscal year and the es
timated costs to be incurred in the fiscal year in progress and
in each of the next six fiscal years, by cost elements and sub-
elements and by sources of funding;

(v) a commencement and completion schedule, by month and
year, of the various phases of the capital improvement project
(i.e., land acquisition, design, construction and occupancy) as
originally intended, as currently estimated, and as actually ex
perienced.

(L) A crosswalk of the program expenditures, by cost categories, cost
elements and cost subelements, between the program and ex
pending agencies for the next two fiscal years. The sources of
funding and the number of positions included in the program
costs to be expended by each agency shall be specified.

(2) Appropriate summaries at every level of the State program structure
above the lowest level. The summaries shall include:

(A) A listing of all major groupings of programs included within the
level, together with the objectives, measures of effectiveness and
planned levels of effectiveness for each of the ensuing six fiscal
years for each such major groupings of programs.

(B) A narrative explanation of the plans at the level to accomplish the
objectives of the major groupings of programs encompassed
therein, including a summary of the findings of analysis leading
to the establishment of the objectives and the allocation of the
State’s resources over the planning period among the major pro
gram groupings.

(C) A summary of the total cost of each cost category by the major
groupings of programs encompassed within the level, actual for
the last completed fiscal year and estimated for the fiscal year in
progress and for each of the next six fiscal years.

SECTION 10. The budget. (a) Not less than twenty days before the legis
lature convenes in every odd-numbered year, the governor shall submit to the
legislature and to each member thereof, a budget which shall contain the pro
gram and budget recommendations of the governor for the succeeding two fis
cal years. The budget shall, in general, contain:

(1) The State program structure.

(2) Statements of statewide objectives and program objectives.

(3) The financial requirements for the next two fiscal years to carry out
the recommended programs.

(4) A summary of State receipts and revenues in the last completed fiscal
year, a revised estimate for the fiscal year in progress, and an estimate
for the succeeding biennium.
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(b) The information contained in the budget shall be presented generally
in the following manner:

(1) Information shall be displayed by programs, regardless of their place
ment in the State or agency organizational structure.

(2) Program financial requirements shall be appropriately crosswalked
between the programs and expending agencies.

(3) Data shall be appropriately summarized at each level of the program
structure.

(4) Program costs shall include all costs, both operating and capital, re
gardless of the source of funding, except that the sources of funding
shall be expressly identified, and regardless of whether the expendi
ture of any sum was authorized by prior appropriations acts, is au
thorized by existing law, or requires new authorization, except that
the amounts requiring new authorization shall be appropriately iden
tified.

(5) Financial requirements shall be presented to the nearest dollar, omit
ting cents; and the summary of State receipts and revenues shall be
presented to the nearest thousand dollars.

(6) The budget shall reflect the ensuing first two fiscal year program costs
contained in the six-year program and financial plan.

(c) The display of financial requirements for the ensuing two fiscal years
shall more specifically include:

(1) At the lowest level on the State program structure, for each program:

(A) The total recommended expenditures, including both capital and
operating costs, by cost categories, for the ensuing biennium; the
planned allocation of the total biennial request, by cost categor
ies, between the two fiscal years of the biennium. In every in
stance, the source of funding and the number of positions in
cluded in any recommended expenditure amount shall be
appropriately identified.

(B) A summary showing, by sources of funding, of the total recom
mended expenditures, those amounts requiring and those
amounts not requiring legislative appropriation or authorization
for spending in each fiscal year of the biennium.

(C) A crosswalk of the total proposed biennial expenditures between
the program and expending agencies. The source of funding, the
number of positions included in any cost amount, and the net
amount requiring appropriation or authorization shall be appro
priately identified for each expending agency.

(D) The proposed changes in the levels of expenditures, by cost cate
gories, between the biennium in progress and the ensuing bien
nium, together with a brief explanation of the major reasons for
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each change. The reasons may be coded and shall include, as ap
propriate, the following:

(i) Salary adjustments to existing positions of personnel.

(ii) The addition or deletion of positions.

(iii) Changes in the number of persons being served or to be
served by the program.

(iv) Changes in the program implementation schedule.

(v) Changes in the actual or planned level of program effective
ness.

(vi) Increases due to the establishment of a program not previ
ously included in the State’s program structure.

(vii) Decreases due to the phasing out of a program previously in
cluded in the State’s program structure.

(viii) Changes in the purchase price of goods or services.

As appropriate, references to the program and financial plan
shall be noted for a fuller explanation of the changes. For each
program, the total dollar and percentage change shall also be
noted. Notwithstanding the provisions of section 10(b) (5), the
proposed changes in the levels of expenditures may be shown to
the nearest thousand dollars.

(E) The program size indicators; the actual size attained in the last
completed fiscal year and the estimated size for the fiscal year in
progress and for each of the two years of the ensuing biennium.

(F) The effectiveness measures; the actual level of effectiveness at
tained in the last completed fiscal year and the estimated level of
effectiveness for the fiscal year in progress and for each of the
two years of the ensuing biennium.

(2) Appropriate summaries of (l)(A), (C) and (F) immediately above at
every level of the State program structure above the lowest level. Such
summaries shall be by the major groupings of programs encompassed
within the level. The summaries of (l)(A) shall identify the sources of
funding and the number of positions included in any recommended
expenditure amount.

(3) A summary listing of all capital improvement projects included in the
proposed program expenditures for the ensuing biennium. The listing
shall be by programs at the lowest level of the State program structure
and shall show for each project, by investment cost elements:

(A) The cost of the project.

(B) The amount of non-lapsed sums and unissued bonds previously
appropriated and authorized by the legislature.
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(C) The amount of such prior non-lapsed appropriations and authori
zations and the amount of new appropriations and authorizations
proposed to be expended in each of the two fiscal years of the en
suing biennium and in each of the succeeding four years. The
amount of the new appropriations and authorizations proposed
to be expended shall constitute the proposed new requests for the
project in each of the fiscal bienniums.

In every instance, the source of funds shall be noted.

(d) The summaries of the State receipts and revenues shall more specifi
cally include:

(1) Financial summaries displaying the State’s financial condition, to-
wit:

(A) A display of the proposed, total State expenditures, by cost cate
gories, the total State resources anticipated from existing taxes
and non-tax sources at existing rates, by resource categories (in
cluding the available fund balances or deficits and anticipated
bond receipts), and the fund balance or deficit resulting there
from for the biennium in progress, for the ensuing biennium, and
for each of the two fiscal years of the ensuing biennium.

(B) The changes proposed to the existing tax and non-tax rates,
sources or structure, and the estimated increases or reductions in
revenues, the estimated cumulative increases or reductions, and
the estimated fund balance or deficit in the ensuing biennium
and in each of the two fiscal years of the biennium as a result of
such proposed changes. Proposals for changes in the existing tax
and non-tax rates, sources or structure shall be made in every
case where the proposed, total State expenditures exceed the total
State resources anticipated from existing tax and non-tax sources
at existing rates.

Such financial summaries shall be prepared for the total State ex
penditures and resources and for the general fund and special fund
portions thereof.

(2) A summary of the balances of each special fund, actual for the last
completed fiscal year and estimated for the fiscal year in progress and
for each of the two fiscal years in the ensuing biennium.

(3) A summary of the State’s total bond fund required to carry out the re
commended programs and the kinds of bonds and amounts thereof
through which such requirements are to be met in the biennium in
progress and in each of the two fiscal years in the ensuing biennium.
The summary shall detail for the biennium in progress and for each of
the two years of the ensuing biennium:

(A) Of the total requirements, the amount, by cost categories, requir
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ing new bond issuance authorization and the kinds and amounts
of bonds planned for issuance under such new authorization.

(B) By bond categories, the total, cumulative balance of bonds au
thorized in prior years but unissued and the amount thereof
planned to be issued.

(C) A recapitulation of the total bonds, both new authorizations and
prior authorizations, by bond categories, proposed to be issued.

(4) A tentative schedule by quarter and fiscal year of the amount of gen
eral obligation bonds and the amount of revenue bonds proposed to
be issued in the ensuing fiscal biennium.

(5) A schedule of projected debt service charges for general obligation
bonds outstanding at the time of the submission of the budget and to
be issued by the close of the budget biennium in progress and the
close of the ensuing budget biennium. The projection shall be sepa
rately stated for:

(A) Bonds currently outstanding.

(B) Bonds to be issued during the remainder of the fiscal biennium in
progress and during the ensuing fiscal biennium.

(C) The total bonds currently outstanding and to be issued.

In each case, the projection shall be categorized into debt service to
be paid directly from the general fund, debt service to be paid
through reimbursements, and total debt service. The projection shall
extend at least five years beyond the close of the ensuing fiscal bien
nium. An explanation shall be appended to the schedule, which shall
include among other things, the amount of bonds to be issued during
the fiscal year in progress and in each of the two fiscal years of the en
suing biennium, the maturities of the bonds to be issued, the method
of retirement, and the interest rate assumed in the projection.

(6) A schedule of the current State funded debt, legal debt limit and the
legal debt margin, including the details thereof.

(7) Separately for general fund tax revenues, special fund tax revenues,
general fund non-tax revenues and special fund non-tax revenues.

(A) By kinds of taxes or sources, the amount of revenue from existing,
authorized taxes or sources at existing rates received in the last
completed fiscal year and estimated to be received in the fiscal
year in progress and in each of the two fiscal years in the ensuing
biennium, with appropriate totals for the twobienniums.

(B) A summary of the proposed changes in the existing taxes or
sources or rates, and the estimated increases or reductions in rev
enues in each of the two years in the ensuing fiscal biennium re
sulting from such changes.
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(C) The total estimated revenues with and without the proposed
changes.

(e) The proposed budget shall include such other financial statements, in
formation and data which in the opinion of the governor are necessary or desir
able in order to make known in all practical detail the programs, program
plans, and financial conditions of the State.

(f) The proposed budget shall contain an item to be known as the “con
tingent fund,” which sum, upon approval by the legislature, shall be available
for allocation by the governor during the ensuing fiscal biennium to meet con
tingencies as they arise.

SECTION 11. Supplemental budget. (a) Not less than twenty days before
the legislature convenes in regular session in an even-numbered year, the gov
ernor may submit to the legislature a supplemental budget to amend any ap
propriation for the current fiscal biennium. The supplemental budget shall re
flect the changes being proposed in the State’s program and financial plan and
shall be submitted, as applicable, in the manner provided in section 10.

(b) In each regular session in an even-numbered year, the legislature may
amend any appropriation act of the current fiscal biennium or prior fiscal peri
ods.

SECTION 12. Legislative review. The legislature shall consider the gover
nor’s proposed program and financial plan and budget; evaluate alternatives to
the governor’s recommendations; and adopt programs and determine the State
budget. It may, from time to time, request the department of budget and fi
nance and any agency to conduct such analysis of programs and finances as
will assist in determining the State’s program and financial plan and budget.

SECTION 13. Program execution. (a) Except as limited by policy deci
sions of the governor, appropriations by the legislature, and other provisions of
law, the several agencies responsible for administering State programs shall ad
minister their program assignments and shall be responsible for their proper
management.

(b) The appropriations by the legislature for a biennium shall be allo
cated between the two fiscal years of the biennium in the manner provided in
the budget or appropriations act and as further prescribed by the director of fi
nance. The amounts allocated for each fiscal year shall be subject to the allot
ment system prescribed in chapter 37, part II, Hawaii Revised Statutes. Each
agency (except the courts), in estimating its quarterly requirements under chap
ter 37, part II, shall prepare a plan for the fiscal year for the operation of each
of the programs it is responsible for administering. The operations plan shall be
in such form and content as the department of budget and finance may pre
scribe. It shall be submitted, together with the estimated quarterly require
ments, to the department of budget and finance on such date as the depart
ment may prescribe.

(c) The department of budget and finance shall:
(1) Review each operations plan to determine that it is consistent with the

policy decisions of the governor and appropriations by the legislature,
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that it reflects proper planning and efficient management methods,
and that appropriations have been made for the planned purpose and
will not be exhausted before the end of the fiscal year.

(2) Approve the operations plan if satisfied that it meets the requirements
under paragraph (1). Otherwise, the department of budget and fi
nance shall require revision of the operations plan in whole or in part.

(3) Modify or withhold the planned expenditures at any time during the
appropriation period if the department of budget and finance finds
that such expenditures are greater than those necessary to execute the
programs at the level authorized by the governor and the legislature,
or that State receipts and surpluses will be insufficient to meet the au
thorized expenditure levels.

(d) No appropriation transfers or changes between programs or agencies
shall be made without legislative authorization. Authorized transfers or
changes, when made, shall be reported to the legislature.

(e) The department of budget and finance shall report quarterly to the
governor and the legislature on the operations and operations plan of each
agency, relating actual accomplishments to those planned and indicating the
modifications to the operations plan of any agency for the balance of the fiscal
year.

SECTION 14. Variance report. Not later than December 1 of each year,
the governor shall submit to the legislature and to each member thereof, a re
port on program performance for the last completed fiscal year and the fiscal
year in progress. In format, the report shall generally follow the fiscal require
ments portion of the executive budget or budgets covering the two fiscal years.
The report shall include:

(a) At the lowest level of the program structure, for each program con
tained in the budget finally approved by the legislature for the last completed
fiscal year and the fiscal year in progress:

(1) A comparison, by cost categories, of the budgeted expenditures and
the actual expenditures for the last completed fiscal year, and the
budgeted expenditures and the estimated expenditures for the fiscal
year in progress.

(2) A comparison, by cost elements, of the budgeted expenditures and
positions authorized and the actual expenditures and positions filled
in the last completed fiscal year, the budgeted expenditures and the
number of positions authorized and the actual expenditures and num
ber of positions filled in the first three months of the fiscal year in
progress, and the budgeted expenditures and the number of positions
authorized and the estimated expenditures and number of positions
expected to be filled in the remaining months of the fiscal year in
progress.

(3) The program size indicators, and a comparison of the program size
anticipated and the size actually realized in the last completed fiscal
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year and the program size anticipated and the size estimated for the
fiscal year in progress.

(4) The effectiveness measures, and a comparison of the level of effec
tiveness anticipated and the level actually attained in the last com
pleted fiscal year and the level of effectiveness anticipated and the
level estimated for the fiscal year in progress.

(5) A narrative explanation of the differences in each of the comparisons
made in (1), (2), (3) and (4), including an explanation of the basis
upon which the original estimates were made and the reasons why
such 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.

Expenditure amounts in the comparisons shall be shown to the nearest thou
sand dollars.

(b) Appropriate summaries at each level of the State program structure
for each major grouping of programs encompassed therein, showing:

(1) A comparison of the total budgeted expenditure and the total actual
expenditure far the last completed fiscal year and the total budgeted
expenditure and the total estimated expenditure for the fiscal year in
progress. The expenditure amounts shall be shown to the nearest
thousand dollars.

(2) The effectiveness measures, and a comparison of the level of effec
tiveness anticipated and the level actually attained in the last com
pleted fiscal year and the level of effectiveness anticipated and the
level estimated for the fiscal year in progress.

(3) A narrative explanation summarizing the major reasons for the differ
ences in the comparisons made in (1) and (2).

(c) The administrative improvements made in the preceding year, poten
tial improvements in future years, and suggested changes in legislation or ad
ministrative procedures to make further improvements.

SECTION 15. Publication. The State six-year program and financial
plan, the budget and the program performance report shall be printed with a
reasonable number of copies for public distribution.

SECTION 16. Claims for legislative relief. All claims for refunds, reim
bursements, or other payments, authorization for which is sought from the leg
islature, shall, as a condition to their being considered by the legislature, be
filed in quadruplicate with the director of finance at least thirty days prior to
the convening of the legislature, together with quadruplicates of all data and
documents in support thereof. In the absence of a showing of sufficient reason
therefor, failure to comply with this paragraph shall be deemed sufficient cause
for refusal of the legislature to consider the claims.

The director shall, immediately upon receipt thereof, refer any claim and
data so received by him to the agency concerned, and the agency to which the
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reference is made shall immediately investigate the claim, secure in triplicate 
all available data and documents bearing thereon, and prior to the convening 
of the legislature refer the same back to the director with its recommendations 
thereon. The director shall, within five days after the opening of the session, 
transmit the claims, together with all accompanying data so presented, to the 
committee on ways and means of the senate and the committee on finance of 
the house of representatives. 

SECTION 17. Schedule of act's implementation. The governor shall sub
mit to the legislature: 

(a) At the regular session of 1971, his proposed State budget for the fiscal
biennium 1971-1973 in two forms, one as provided in chapter 37, Hawaii Re
vised Statutes, and another as prescribed in section 10 of this act. He shall also 
submit the propbsed State six-year program and financial plan as prescribed in 
section 9 of this act. 

(b) At the regular session of 1972, the then current State six-year program
and financial plan as prescribed in section 9 of this act, and a variance report 
covering the fiscal year 1971-72 as provided in section 14 of this act. 

(c) At the regular session of 1973, and thereafter, his proposed State bud
get, six-year program and financial plan and variance report as prescribed in 
this act. 

SECTION 18. Amendment and repeal of conflicting laws. All laws and 
parts of laws heretofore enacted that are in conflict with the provisions of this 
act are hereby amended to conform herewith. All acts passed during the regu
lar session of 1970, whether enacted before or after the passage of this act, shall 
be amended to conform to this act, unless such acts specifically provide that 
this act is being amended. In addition, except to the extent provided in section 
17 of this act, part I of chapter 37, Hawaii Revised Statutes, is hereby expressly 
repealed. 

SECTION 19. Severability. If any provision of this act, or the application 
thereof to any person or circumstance is held invalid, the invalidity does not af
fect other provisions or applications of the act which can be given effect with
out the invalid provision or application, and to this end the provisions of this 
act are severable. 

SECTION 20. Effective date; This act shall take effect upon approval. 
(Approved June 30, 1970.) 

401 




