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Report of Independent Auditors 

To the Water Board 
County of Hawai‘i, Department of Water Supply 

Opinion 
We have audited the accompanying financial statements of the County of Hawai‘i, 
Department of Water Supply (the “Department”), a component unit of the County of 
Hawai‘i, State of Hawai‘i (the “County”), as of and for the year ended June 30, 2025, and 
the related notes to the financial statements, which collectively comprise the 
Department's basic financial statements, as listed in the index. 

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of the Department as of June 30, 2025, and the changes 
in its financial position and its cash flows thereof for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 

Basis for Opinion 
We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 
Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report.  We are 
required to be independent of the Department and to meet our other ethical 
responsibilities in accordance with the relevant ethical requirements relating to our 
audit.  We believe that the audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our audit opinion. 

Emphasis of Matters 
As discussed in Note 2, the financial statements present only the Department and do not 
purport to, and do not present fairly, the financial position of the County  as of June 30, 
2025, and the changes in its financial position and its cash flows for the year then ended 
in accordance with accounting principles generally accepted in the United States of 
America.  Our opinion is not modified with respect to this matter. 

As described in Note 2, the Department adopted the provisions of Governmental 
Accounting Standards Board Statement No. 101, Compensated Absences, during the year 
ended June 30, 2025.  Our opinion is not modified with respect to this matter. 

Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United 
States of America, and for the design, implementation and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is required to evaluate whether 
there are conditions or events, considered in the aggregate, that raise substantial doubt 
about the Department’s ability to continue as a going concern for twelve months beyond 



the financial statement date, including any currently known information that may raise 
substantial doubt shortly thereafter. 

Auditors’ Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditors’ report that includes our opinion.  Reasonable assurance 
is a high level of assurance but is not absolute assurance and therefore is not a 
guarantee that an audit conducted in accordance with generally accepted auditing 
standards and Government Auditing Standards will always detect a material 
misstatement when it exists.  The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the financial statements. 

In performing an audit in accordance with generally accepted auditing standards and 
Government Auditing Standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout
the audit.

 Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive
to those risks.  Such procedures include examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements.

 Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Department’s internal control.
Accordingly, no such opinion is expressed.

 Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the
overall presentation of the financial statements.

 Conclude whether, in our judgment, there are conditions or events, considered in
the aggregate, that raise substantial doubt about the Department’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among 
other matters, the planned scope and timing of the audit, significant audit findings, and 
certain internal control-related matters that we identified during the audit. 

Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that 
the management’s discussion and analysis on pages 4 through 7 and the schedule of the 
Department’s proportionate share of the net pension liability, schedule of pension 
contributions, schedule of changes in the net other postemployment benefits (“OPEB”) 
liability and related ratios, and schedule of OPEB contributions on pages 39 through 43 
be presented to supplement the basic financial statements.  Such information is the 
responsibility of management and, although not a part of the basic financial statements, 
is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an 



appropriate operational, economic or historical context.  We have applied certain limited 
procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements.  We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report 
dated September 15, 2026, on our consideration of the Department’s internal control 
over financial reporting and on our tests  of its compliance with certain provisions of 
laws, regulations, contracts and grant agreements, and other matters.  The purpose of 
that report is solely to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion 
on the effectiveness of the Department’s internal control over financial reporting or on 
compliance.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Department’s internal control over 
financial reporting and compliance. 

Honolulu, Hawai‘i 
September 15, 2026 
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The Department of Water Supply, County of Hawai‘i (the “Department”) operates as a semiautonomous agency 
charged with the responsibility of operating and maintaining the County of Hawai‘i’s public water systems.  The 
Department is a utility enterprise and presents its financial statements using the economic resources measurement 
focus and the accrual basis of accounting.  This discussion and analysis is designed to assist the reader in focusing 
on the significant financial issues and activities and to identify any significant changes in financial position.  Readers 
are encouraged to consider the information presented here in conjunction with the financial statements taken as a 
whole. 

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the Department’s financial statements, which 
consist of the basic financial statements and notes to the financial statements. 

Basic Financial Statements 
The financial statements are designed to provide readers with a broad overview of the Department’s finances in a 
manner similar to a private sector business. 

The statement of net position presents information on all of the Department’s assets, deferred outflows of 
resources, liabilities, and deferred inflows of resources, with the residual amount reported as net position.  Over 
time, increases or decreases in net position may serve as a useful indicator of whether the financial position of the 
Department is improving or deteriorating.  Net position increases when revenues exceed expenses.  Increases in 
assets and deferred outflows of resources, without a corresponding increase in liabilities and deferred inflows of 
resources, result in increased net position, which indicate an improved financial position.  In the case of the 
Department, assets plus deferred outflows of resources exceeded liabilities plus deferred inflows of resources by 
$261.7 million, at the close of the most recent fiscal year.  This represents an increase of $11.9 million, or 4.7% more 
than the previous year.  At June 30, 2025, $222.7 million of the Department’s net position was its net investment in 
capital assets, and $39.0 million was unrestricted. 

The statement of revenues, expenses, and changes in net position presents information showing how the 
Department’s net position changed during the fiscal year.  All components of the changes in net position are 
reported as soon as the underlying event occurs, regardless of the timing of related cash flows.  Thus, revenues and 
expenses are reported in this statement for some items that will result in cash flows in future fiscal periods. 

The statement of cash flows presents changes in cash and cash equivalents (short-term investments with original 
maturities of three months or less from the date of acquisition), resulting from operating, investing, capital, and 
related financing and non-capital financing activities. 

Notes to Financial Statements 
The notes to the financial statements provide additional information that is essential to a full understanding of the 
data provided in the basic financial statements. 

Other Information 
In addition to the financial statements and accompanying notes, this report also presents certain required 
supplementary information concerning the Department’s participation in the Employees’ Retirement System of the 
State of Hawai‘i and the Employer-Union Health Benefits Trust Fund of the State of Hawai‘i. 
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Condensed Financial Information 

The following are summaries from the Department’s financial statements as of and for the years ended June 30, 
2025 and 2024: 

Condensed Statements of Net Position 

                                                                                                                                              2025 2024

Assets

Capital assets, net 288,051,967$  293,481,490$  

Other assets 101,098,147 85,196,433

Total assets 389,150,114 378,677,923

Deferred outflows of resources 6,393,431 6,413,936

Total assets and deferred outflows of resources 395,543,545$  385,091,859$  

Liabilities

Long-term debt 65,911,133$    72,116,612$    

Other liabilities 56,488,210 52,334,779

Total liabilities 122,399,343 124,451,391

Deferred inflows of resources 11,456,533 10,811,336

Net position

Net investment in capital assets 222,676,880 221,845,308

Unrestricted 39,010,789 27,983,824

Total net position 261,687,669 249,829,132

Total liabilities, deferred inflows of resources, and net position 395,543,545$  385,091,859$  
 

Financial Analysis 

Capital assets, net decreased by $5.4 million, or 1.8%, during the year ended June 30, 2025 (“FY2025”), due 
primarily to an increase in utility plant in service of $10.7 million, offset by an increase in accumulated depreciation 
of $14.4 million, and a decrease in construction work in progress totaling $1.7 million. 

Other assets increased by $15.9 million, or 18.7% in FY2025, due primarily to increases in cash and cash equivalents of 
$14.4 million, $1.3 million in investments and $0.2 million in trade and intergovernmental receivables. 

Deferred outflows of resources decreased by $0.02 million, or 0.3%, in FY2025, due primarily to a decrease in 
deferred outflows of resources related to OPEB of $0.44 million offset by an increase in deferred outflows of 
resources related to pensions by $0.42 million. 

Long-term debt decreased by $6.2 million, or 8.6%, in FY2025, due primarily to bond and loan repayments of 
$2.6 million, offset by SRF loan proceeds of $1.9 million that was offset with loan forgiveness of $1.4 million and 
SRF loan repayments of $3.9 million. 
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Other liabilities increased by $4.2 million, or 7.9%, in FY2025, due primarily to increases of $5.7 million in 
compensated absences liability due to the implementation of GASB No. 101, $2.4 million in accounts payable, 
$0.5 million in accrued worker’s compensation, $0.1 million in customer deposits, offset by a $.03 million decrease in 
accrued compensation, $.05 million decrease in accrued interest payable, $.03 million decrease in leases payable, a 
$0.6 million decrease in net pension liability, and a $4.0 million decrease in net OPEB liability. 

Deferred inflows of resources increased by $0.6 million, or 6.0%, in FY2025, due primarily to increases in deferred 
inflows of resources related to pensions of $0.09 million and deferred inflows of resources related to OPEB of 
$0.8 million offset by a decrease in deferred inflows of resources related to leases of $0.2 million. 

Net investment in capital assets increased by $0.8 million, or 0.4%, in FY2025, due primarily to a $5.4 million, or 
1.8%, decrease in net capital assets offset by a $6.2 million, or 8.6%, decrease in long-term debt. 

Condensed Statements of Revenues, Expenses, and Changes in Net Position 

2025 2024

Changes in net position

Operating revenues ‒ water sales 72,196,197$    67,474,686$    

Total operating expenses (64,886,862) (65,084,240)

Operating income 7,309,335 2,390,446

Nonoperating revenues 4,856,986 2,243,706

Nonoperating expenses (1,552,939) (1,746,915)

Income before contributions 10,613,382 2,887,237

Contributions in aid of construction 6,099,761 9,174,072

Change in net position 16,713,143 12,061,309

Net position

Beginning of year, as previously reported 249,829,132 237,767,823

Adjustment for change in accounting principle (4,854,606) -

Beginning of year, as restated 244,974,526 237,767,823

End of year 261,687,669$  249,829,132$  
 

Total net position increased $11.9 million, or 4.7%, in FY2025, due primarily to the total operating income of 
$7.3 million, total nonoperating revenues of $4.9 million and $6.1 million in contributions in aid of construction 
(“CIAC”) offset by $1.6 million in total nonoperating expenses and the $4.9 million adjustment to beginning net 
position due to the change in accounting principle related to other liabilities that includes Compensated Absences 
for the implementation of GASB Statement No. 101, Compensated Absences. 

In May 2024, the Water Board approved 9.5% rate increases for water consumption and standby charges that are 
effective July 1 for each fiscal year for FY 2024-2025, FY 2025-2026, and FY 2026-2027.  Power charges were also 
adjusted throughout the fiscal year to reflect the changes in electricity costs. 

Total operating revenues increased by $4.7 million, or 7.0%, in FY2025, due primarily to increases in water 
consumption charges of $1.4 million, standby charges of $2.0 million, and power charges of $1.3 million. 
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Operating expenses decreased by $0.2 million, or 0.3%, in FY2025, due primarily to a decrease in power and pumping, 
general and administrative, transmission and distribution, maintenance and repairs, and customers’ accounting and 
collecting, expenses that total $2.0 million offset by an increase in purification and depreciation expenses that total 
$1.8 million. 

Contributions in aid of construction decreased by $3.1 million, or 33.5%, in FY2025, due primarily to decreases in 
$1.9 million of federal funding for reimbursement of capital expenditures and $1.6 million in expired customer 
deposits for water commitment offset by an increase in current year dedications of $0.4 million. 

Capital Assets and Debt Administration 

As of June 30, 2025, the Department’s capital assets, net balance was $288.1 million with $222.7 million invested in 
capital assets, $65.9 million of long-term debt outstanding, and ending total net position of $261.7 million. 

During 2025, major capital asset additions included: 

 $6.0 million for Puako Waterline Replacement 

 $1.3 million for the Honokohau Deepwell Emergency Repair 

 $0.7 million for the Furnishing and Delivering 1,000kw Generator Set 

 $0.7 million for F/D Spare Pump & Motor Sets, and Pad-Mounted Transformer 

 $0.5 million for the Hardening of Parker No. 2, Wai‘aha and Lalamilo B Wells 

 $0.4 million for the Laupahoehoe Deepwell B Repair 

 $0.3 million for the Keonepoko Nui Boosters A & B Repair 

 $0.2 million for the Kalaoa #1 Deepwell Emergency Repair 

 $0.2 million for the Waimea Deepwell Emergency Repair 

 $0.1 million for the Ke‘ei #2A & #3B Booster Repair 

 $0.1 million for the Pi‘ihonua #2 Booster A Repair 

More detailed information about the Department’s capital assets is provided in Note 4 to the financial statements. 

At June 30, 2025, the Department’s outstanding balance in County of Hawai‘i general obligation bonds for public 
improvements decreased to $13.5 million with no additional debt and debt payments of $2.6 million, and the 
balance in State of Hawai‘i revolving fund loans also decreased to $52.4 million with additional debt of $1.9 million 
offset by principal forgiveness of $1.4 million and debt payments of $3.9 million. 

As of June 30, 2025, the Department, through the County of Hawai‘i, maintained an “AA+” rating from Standard & 
Poor’s, an “Aa2” rating from Moody’s, and an “AA+” rating from Fitch for general obligation debt. 

Currently Known Facts, Decisions or Conditions 
Effective July 1, 2025, water rates increased 9.5% from FY2025.  Effective July 1, 2026, water rates increased 9.5% 
from FY2026. 

Requests for Information 
Questions concerning any of the information provided in this report or requests for additional financial information 
should be addressed to the County of Hawai‘i, Department of Water Supply, 345 Kekuanaoa Street, Suite 20, Hilo, 
HI  96720. 
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Assets and Deferred Outflows of Resources

Current assets

Cash and cash equivalents 59,524,991$    

Investments 5,628,323

Interest receivable 503,395

Trade receivables, less allowance for doubtful accounts of 

 $1,014,908 9,359,511

Intergovernmental receivables 436,208

Leases receivable, current portion 210,076

Other receivables 208,751

Inventories of materials and supplies 1,803,193

Prepaid expenses and other 117,678

Total current assets 77,792,126

Noncurrent assets

Restricted cash 888,225

Investments 20,796,796

Leases receivable, noncurrent portion 1,621,000

Capital assets

Utility plant in service 622,867,555

Less:  Accumulated depreciation (352,405,127)

270,462,428

Land and rights 5,792,881

Preliminary survey and investigation charges 1,531,319

Construction work in progress 9,990,950

17,315,150

Right to use SBITA assets 95,737

Less:  Accumulated amortization (72,029)

23,708

Right-to-use lease assets 377,574

Less:  Accumulated amortization (126,893)

250,681

Net capital assets 288,051,967

Total noncurrent assets 311,357,988

Total assets 389,150,114

Deferred outflows of resources

Deferred outflows of resources related to pensions 4,234,545

Deferred outflows of resources related to OPEB 2,158,886

Total deferred outflows of resources 6,393,431

Total assets and deferred outflows of resources 395,543,545$  
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Liabilities, Deferred Inflows of Resources, and Net Position

Liabilities

Current liabilities

Accounts and construction contracts payable, including retainages 7,759,286$      

Long-term debt, current portion 6,893,599

Accrued compensation 4,791,629

Accrued interest payable 296,750

Other long-term liabilities, current portion 2,629,483

Total current liabilities 22,370,747

Noncurrent liabilities

Long-term debt, noncurrent 59,017,533

Net pension liability 28,716,428

Net OPEB liability 2,852,080

Other long-term liabilities, noncurrent portion 9,442,555

Total noncurrent liabilities 100,028,596

Total liabilities 122,399,343

Deferred inflows of resources

Deferred inflows of resources related to pensions 3,715,333

Deferred inflows of resources related to OPEB 5,868,884

Deferred inflows of resources related to leases 1,778,357

Unamortized gain on refunding of debt 93,959

Total deferred inflows of resources 11,456,533

Net position

Net investment in capital assets 222,676,880

Unrestricted 39,010,789

Total net position 261,687,669

Total liabilities, deferred inflows of resources, and net position 395,543,545$  
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Operating revenues

Water sales 72,196,197$    

Operating expenses

Power and pumping 25,643,746

Depreciation and amortization 17,147,855

General and administrative 8,006,408

Transmission and distribution 8,139,948

Purification 2,824,532

Maintenance and repairs 1,743,335

Customers’ accounting and collecting 1,381,038

Total operating expenses 64,886,862

Operating income 7,309,335

Nonoperating revenues

Interest income 2,648,944

Other 2,208,042

Total nonoperating revenues 4,856,986

Nonoperating expenses

Interest expense on long-term debt (1,009,933)

Loss on disposal of capital assets (282,402)

Other (260,604)

Total nonoperating expenses (1,552,939)

Income before contributions 10,613,382

Contributions in aid of construction 6,099,761

Change in net position 16,713,143

Net position

Beginning of year, as previously reported 249,829,132

Adjustment for change in accounting principle (4,854,606)

Beginning of year, as restated 244,974,526

End of year 261,687,669$  
 

 



County of Hawai‘i 
Department of Water Supply 
(A component unit of the County of Hawai‘i, State of Hawai‘i) 

Statement of Cash Flows 
Year Ended June 30, 2025 

The accompanying notes are an integral part of these financial statements. 

11 

Cash flows from operating activities

Cash received from customers 72,733,473$    

Cash payments to suppliers for goods and services (30,229,523)

Cash payments to employees for services (19,624,450)

Net cash provided by operating activities 22,879,500

Cash flows from capital and related financing activities

Principal repayments on lease receivables 239,702

Acquisition and construction of capital assets (8,119,545)

Cash received from contributions in aid of construction and other 3,886,595

Principal paid on long-term debt (6,460,208)

Debt proceeds 1,944,525

Interest paid on long-term debt (1,061,653)

Principal payments on SBITA liabilities (2,874)

Principal payments on lease liabilities (32,482)

Net cash used in capital and related financing activities (9,605,940)

Cash flows from investing activities

Purchase of investments (24,297,922)

Proceeds from sale and maturities of investments 23,109,819

Interest received 2,347,520

Net cash provided by investing activities 1,159,417

Net increase in cash and cash equivalents 14,432,977

Cash and cash equivalents

Beginning of year 45,980,239

End of year 60,413,216$    

Reconciliation of cash and cash equivalents to the statement of net position

Unrestricted 59,524,991$    

Restricted 888,225

60,413,216$    
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Reconciliation of operating income to net cash

 provided by operating activities

Operating income 7,309,335$      

Adjustments to reconcile operating income to

 net cash provided by operating activities

Depreciation and amortization 17,147,855

Provision for doubtful accounts 211,679

Changes in assets, deferred outflows of resources, liabilities,

 and deferred inflows of resources

Trade and other receivables 74,842

Inventories of materials and supplies (79,859)

Prepaid expenses and other (13,516)

Deferred outflows of resources related to pensions (424,639)

Deferred outflows of resources related to OPEB 445,144

Accounts and construction contracts payable, including retainages 456,055

Accrued compensation (26,313)

Other long-term liabilities 1,435,675

Net pension liability (557,464)

Net OPEB liability (3,989,264)

Deferred inflows of resources related to pensions 85,640

Deferred inflows of resources related to OPEB 804,330

Net cash provided by operating activities 22,879,500$    

Supplemental disclosure of noncash capital and related financial activities

Contributions of capital assets that are recorded as contributions in aid of construction 3,063,069$      

Amortization of unamortized gain on advanced refunding 22,108

Amortization of bond premium 262,862

Principal forgiveness of long-term debt 1,426,935

Capital asset additions included in accounts and construction 

 contracts payable, including retainages 1,778,014
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1. Nature of Activities 

The Department of Water Supply, County of Hawai‘i (the “Department”) is administered by the Water Board, 
which consists of nine members who serve staggered terms of five years in length.  Board members are 
appointed by the Mayor of the County of Hawai‘i, State of Hawai‘i (the “County”) and are confirmed by 
the County Council, as required by the County Charter. 

2. Summary of Significant Accounting Policies 

Financial Statement Presentation 
The Department is a component unit of the County (primary government).  The accompanying financial 
statements present only the financial position and activities of the Department and do not purport to, and 
do not present the financial position of the County, the changes in its financial position, or, where applicable, 
its cash flows. 

Measurement Focus and Basis of Accounting 
The Department’s financial statements are prepared using the economic resources measurement focus 
and the accrual basis of accounting.  Under this method, revenues are recorded when earned and expenses 
are recorded at the time liabilities are incurred. 

Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America (“GAAP”) requires management to make estimates and assumptions that affect 
the reported amounts of assets, deferred outflows of resources, liabilities, deferred inflows of resources, 
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. 

Significant items subject to such estimates and assumptions include the carrying amount of capital assets, 
valuation allowances for trade receivables, valuation of noncash contributions in aid of construction, 
accrued workers’ compensation, accrued compensated absences, pensions and postretirement healthcare 
and life insurance benefits, and lease transactions entered into by the Department as lessee and lessor.  
Actual results could differ from those estimates. 

Cash and Cash Equivalents 
For purposes of the statement of cash flows, the Department considers all highly liquid investments with a 
maturity of three months or less or money market funds with a weighted average maturity of three months 
or less when purchased to be cash equivalents. 

Investments 
Investments in time certificates of deposits are carried at cost, which approximates fair value. 

Trade Receivables 
Trade receivables are recorded at the invoiced amount and do not bear interest.  The allowance for doubtful 
accounts is the Department’s best estimate of the amount of probable credit losses in the Department’s 
existing trade receivables.  The Department determines the allowance based on historical write-off 
experience.  The Department reviews its allowance for doubtful accounts monthly.  Past-due balances over 
90 days and over a specified amount are reviewed individually for collectibility.  Account balances are 
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charged off against the allowance after all means of collection have been exhausted and the potential for 
recovery is considered remote. 

Leases 
The Department has agreements to lease certain land, buildings and equipment.  The lease agreements 
qualify as other than short-term leases under GASB Statement No. 87 and, therefore, are recorded at the 
present value of the future minimum lease payments beginning on the effective date of the lease 
agreement or July 1, 2021, whichever is later.  The present value of the future minimum lease payments is 
measured at the discount rate which is equivalent to the incremental borrowing rate. 

 Lessee recognition and measurement – The Department recognizes a lease payable and a right-to-use 
lease asset in the financial statements.  At the commencement of a lease, the Department initially 
measures the lease payable at the present value of payments expected to be made during the lease 
term.  Subsequently, the lease payable is reduced by the principal portion of lease payments made.  
Right-to-use lease assets are initially measured as the initial amount of the lease payable, less any 
lease incentives received from the lessor at or before the commencement of the lease term along 
with any initial direct costs that are ancillary charges necessary to place the right to use assets into 
service.  Right-to-use lease assets are amortized using the straight-line method over the shorter of the 
lease term or the useful life of the underlying asset. 

 Lessor recognition and measurement – The Department recognizes a lease receivable and deferred 
inflows of resources in the financial statements.  At the commencement of a lease, the Department 
initially measures the lease receivable at the present value of payments expected to be received 
during the lease term.  Subsequently, the lease receivable is reduced by the principal portion of lease 
payments received.  The deferred inflows of resources are initially measured as the initial amount of 
the lease receivable, adjusted for lease payments received at or before the lease commencement 
date.  Subsequently, the deferred inflows of resources are recognized as revenue over the life of the 
lease term in a systematic and rational method. 

Subscription-Based Information Technology Arrangements (“SBITA”) 
The Department has subscription contracts for use of the vendor’s IT software.  The contracts qualify as 
other than short-term SBITAs under GASB Statement No. 96 and, therefore, are recorded at the present 
value of the future minimum subscription payments beginning on the effective date of the SBITA term or 
July 1, 2022, whichever is later.  The present value of the future minimum subscription payments is measured 
at the discount rate which is equivalent to the incremental borrowing rate. 

SBITA recognition and measurement – The Department recognizes a SBITA payable and a right-to-use 
SBITA asset in the financial statements.  At the commencement of a SBITA term, the Department measures 
the SBITA payable at the present value of payments expected to be made during the initial subscription 
term.  Subsequently, the SBITA payable is reduced by the principal portion of subscription payments made.  
Right-to-use SBITA assets are initially measured as the sum of the initial amount of the subscription 
liability, plus any payments made to the SBITA vendor before commencement of the subscription term and 
any capitalizable implementation costs less any incentives received from the SBITA vendor at or before the 
commencement of the SBITA term.  Right-to-use SBITA assets are amortized using the straight-line method 
over the shorter of the lease term or the useful life of the underlying asset. 
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Inventories of Materials and Supplies 
Materials and supplies are stated at cost on an average cost basis. 

Restricted Assets 
Unspent bond proceeds that are restricted for purchases of water system improvements are recorded as 
restricted assets. 

Capital Assets 
Capital assets in service as of January 1, 1950, date of inception of the Department, were recorded at the 
cost of the assets acquired by the County for its water system from January 1, 1924 to December 31, 1949, 
less accumulated depreciation to December 31, 1949, as determined by the Department. 

Assets purchased prior to 1924 and property acquired by gift or grant prior to 1950 are not included in 
capital assets.  Additions to capital assets since January 1, 1950 are stated at cost and include contributions 
by governmental agencies, private subdividers, and customers at their cost or estimated cost. 

The capitalization threshold of assets is $400 with estimated useful lives greater than one year.  
Construction costs include amounts for contract work, engineering  supervision, and other direct costs and 
overhead costs. 

Preliminary survey and investigation charges represent expenditures incurred to determine the feasibility 
of potential water system sites for future development. 

Maintenance and repairs and minor replacements are charged to operations.  Major replacements, 
renewals, and betterments are capitalized to capital asset accounts. 

Depreciation is calculated on a straight-line basis over the following estimated useful lives: 

Years

Distribution mains and accessories 40

Structures and improvements 40 –50

Electric and hydraulic pumping equipment 10

Services 25

Transmission mains and accessories, hydrants, and purification system 40

Meters 10

Transportation, communication, tools, and office equipment and furniture 5

Other equipment 5‒10

Other fire protection plant 25
 

Annual depreciation rates are applied to costs of the various classes of depreciable assets on the group 
basis or, as to transportation equipment, to the cost of individual units of property. 

Gains or losses resulting from the sale, retirement or disposal of capital assets in service are charged or 
credited to operations in the year realized. 
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Compensated Absences 
Compensated absences include vacation and sick leave credits that have already been earned and available 
to be used for time off by employees.  Employees earn vacation credits at the rate of one and three-quarter 
working days for each month of service.  Up to 90 days of vacation leave credits can be accumulated per 
employee and if the accumulation of vacation leave credits exceed 90 days or 720.0 hours at the end of 
the calendar year, the employee would forfeit the excess vacation credits if the employee did not opt 
to donate the leave hours through the leave sharing program or commence vacation leave before 
December 31st.  The remainder of vacation credits are converted to pay upon termination of employment. 

Employees earn sick leave credits at the rate of one and three-quarter working days for each month of 
service and there is no limit on accumulation.  Generally, sick leave can be taken only in the event of 
illness and medical appointments for the employee and it is not convertible to pay upon termination of 
employment. 

A liability for compensated absences is recognized only for leave that is (a) attributable to services already 
rendered, (b) accumulates, and (c) is more likely than not to be used, paid or settled.  The liability for 
vacation is measured using the pay or salary rates in effect at the financial statement date, including 
shortage differentials.  The measurement also includes fringe benefits.  The liability for sick leave that is 
more likely than not to be used, paid or settled through cash or noncash means is measured using the 
historical average use approach.  This method is based upon the Department’s historical experience with 
sick leave usage through payouts over the last three years and considers past trends to determine the 
amount of sick leave expected to be used or paid in the future.  All leave is accrued when incurred and 
reported in the statement of net position. 

In addition, employees who work overtime can elect to take compensatory time off instead of overtime 
pay.  The time off is earned at the rate of one and a half hours for each hour of overtime worked.  
Compensatory time off can be converted to pay upon approval of the employee’s request during 
employment so it is included as accrued compensation on the financial statements.  Compensatory time 
off credits are converted to pay upon termination of employment. 

Pensions 
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of 
resources related to pensions and pension expense, information about the fiduciary net position of the 
Employees’ Retirement System of the State of Hawai‘i (“ERS”) and additions to/deductions from the ERS’s 
fiduciary net position have been determined on the same basis as they are reported by the ERS.  For this 
purpose, employer and member contributions are recognized in the period in which the contributions are 
legally due and benefit payments (including refunds of employee contributions) are recognized when due 
and payable in accordance with benefit terms.  Investments are reported at fair value. 

Postemployment Benefits Other Than Pensions (“OPEB”) 
For the purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows 
of resources related to OPEB, and OPEB expense, information about the fiduciary net position of the 
Hawaii Employer-Union Health Benefits Trust Fund (“EUTF”) and additions to/deductions from EUTF’s 
fiduciary net position have been determined on the same basis as they are reported by EUTF.  For this 
purpose, EUTF recognizes benefit payments when due and payable in accordance with the benefit terms. 
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Investments are reported at fair value, except for investments in commingled and money market funds, 
which are reported at net asset value (“NAV”).  The NAV is based on the fair value of the underlying assets 
held by the respective fund less its liabilities. 

Net Position 
Net position represents the difference between assets and deferred outflows of resources less liabilities 
and deferred inflows of resources.  Net position is classified in the following components:  net investment 
in capital assets and unrestricted net position.  Net investment in capital assets consists of capital assets, 
net of accumulated depreciation, reduced by outstanding debt related to the acquisition or construction 
of those assets, less unspent bond proceeds.  Unspent bond proceeds that are restricted for purchases of 
water system improvements are recorded as restricted cash.  Unrestricted net position consists of all other 
net position not categorized as net investment in capital assets. 

When both restricted and unrestricted resources are available for use, generally, it is management’s policy 
to use restricted resources first, then unrestricted resources, as they are needed. 

Operating Revenues and Expenses 
Revenues and expenses are distinguished between operating and nonoperating items.  Operating revenues 
generally result from providing services in connection with the Department’s principal ongoing operations.  
The principal operating revenues of the Department are fees charged to customers for providing water 
services.  Operating expenses include the costs associated with providing water services, administrative 
expenses, and depreciation on capital assets.  All revenues and expenses not meeting these definitions are 
reported as nonoperating revenues and expenses. 

Contributions in Aid of Construction 
Contributions in aid of construction represent cash or capital assets received by the Department to aid in 
the construction of infrastructure assets.  It also includes the forgiveness of principal due on state revolving 
fund loans that were used to finance the costs of infrastructure needed to maintain the water system.  
Contributions in aid of construction also includes the expiration of water commitment deposits.  
Contributions in aid of construction are recognized when they are accepted by the Water Board and when 
all applicable eligibility requirements have been met. 

Deferred Amounts on Advanced Refundings 
For advanced refunding resulting in defeasance of debt, the difference between the reacquisition price 
and the carrying amount of the old debt is deferred.  This amount is amortized as a component of interest 
expense using the bonds outstanding method over the remaining life of the old debt or the life of the new, 
whichever is shorter.  The amount deferred is reported as a deferred inflow or outflow of resources. 

Deferred Outflows of Resources and Deferred Inflows of Resources 
Deferred outflows of resources represent a consumption of net position that applies to a future period 
and will not be recognized as an outflow of resources (expense) until that time.  Deferred inflows of resources 
represent an acquisition of net position that applies to a future period and will not be recognized as an 
inflow of resources (revenue) until that time. 
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New Accounting Pronouncements 

GASB Statement No. 101 
In June 2022, GASB issued Statement No. 101, Compensated Absences.  The objective of this Statement is 
to better meet the information needs of financial statement users by updating the recognition and 
measurement guidance for compensated absences.  That objective is achieved by aligning the recognition 
and measurement guidance under a unified model and by amending certain previously required 
disclosures.  This Statement requires that liabilities for compensated absences be recognized for (1) leave 
that has not been used and (2) leave that has been used but not yet paid in cash or settled through noncash 
means.  A liability should be recognized for leave that has not been used if (a) the leave is attributable to 
services already rendered, (b) the leave accumulates, and (c) the leave is more likely than not to be used 
for time off or otherwise paid in cash or settled through noncash means.  The Department adopted this 
Statement during fiscal year 2025.  Implementation of this Statement resulted in a $4,854,606 restatement 
to the beginning net position as of July 1, 2024.  At June 30, 2025, the Department has recognized a 
liability for compensated absences in the amount of $7,548,942 which consists of $2,360,168 for accrued 
vacation and $5,188,774 for sick leave in other long-term liabilities on the Department’s financial statements. 

GASB Statement No. 102 
In December 2023, the GASB issued Statement No. 102, Certain Risk Disclosures.  The objective of this 
Statement is to provide users of government financial statements with information about risks related to a 
government’s vulnerabilities due to certain concentrations or constraints that is essential to their analyses 
for making decisions or assessing accountability.  The requirements of this Statement are effective for 
fiscal years beginning after June 15, 2024, and all reporting periods thereafter.  The implementation of this 
statement did not have a material effect on the Department’s financial statements. 

GASB Statement No. 103 
In April 2024, the GASB issued Statement No. 103, Financial Reporting Model Improvements.  The primary 
objective of this Statement is to improve key components of the financial reporting model to enhance its 
effectiveness in providing information that is essential for decision making and assessing a government’s 
accountability.  The requirements of this Statement are effective for reporting periods beginning after 
June 15, 2025.  The Department is currently in the process of implementing this statement, which includes 
assessing the framework for classifying operating and nonoperating revenues and expenses. 

GASB Statement No. 104 
In September 2024, the GASB issued Statement No. 104, Disclosure of Certain Capital Assets.  The primary 
objective of this Statement is to improve users of government financial statements with essential information 
about certain types of capital assets.  The requirements of this Statement are effective for reporting periods 
beginning after June 15, 2025.  The Department does not expect the implementation of this statement to 
have a material impact on its financial statements. 

GASB Statement No. 105 
In December 2025, the GASB issued Statement No. 105, Subsequent Events.  The primary objective of this 
Statement is to improve the financial reporting requirements for subsequent events, thereby enhancing 
consistency in their application and better meeting the information needs of financial statement users.  
This Statement defines subsequent events as transactions or other events that occur after the date of the 
financial statements but before the date the financial statements are available to be issued. 
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This Statement describes the date the financial statements are available to be issued as the date at which 
(1) the financial statements are complete in a form and format that complies with generally accepted 
accounting principles and (2) approvals necessary for issuance have been obtained.  That definition modifies 
the subsequent events time frame throughout the GASB literature.  This Statement also requires the date 
through which subsequent events have been evaluated to be disclosed.  This Statement clarifies the 
subsequent events that constitute recognized and nonrecognized events and establishes specific note 
disclosure requirements for nonrecognized events.  The requirements of this Statement are effective for 
reporting periods beginning after June 15, 2026.  The Department has not yet determined the effect this 
Statement will have on its financial statements. 

3. Deposits and Investments 

At June 30, 2025, the carrying amount of deposits (cash, time certificates of deposit, government sponsored 
securities, and money market funds) was $86,838,335 with corresponding bank balance of $87,527,283.  
These amounts were fully insured or collateralized with securities held by the County’s agent in the County’s 
name. 

The Hawai‘i Revised Statutes (“HRS”) authorizes the County Director of Finance to invest Department 
moneys that are in excess of the amounts necessary for meeting immediate requirements.  The primary 
objective of the County’s investment policy is to safeguard the principal.  The secondary objective is to meet 
the liquidity needs of the Department.  The third objective is to return an acceptable yield.  In accordance 
with the HRS, the County’s investment policy permits investments in obligations of or guaranteed by the 
U.S. government, obligations of the State of Hawai‘i, federally insured savings and checking accounts, 
time certificates of deposit, and repurchase agreements with federally insured financial institutions.  
Investments in time certificates of deposits totaled $20,000,000 at June 30, 2025.  Investments in government 
sponsored securities totaled $6,425,119 at June 30, 2025. 

Fair Value Less than 1 1 - 5

Investments

Certificates of deposit 20,000,000$  4,000,000$    16,000,000$  

Government sponsored securities 6,425,119 1,628,323 4,796,796

26,425,119$  5,628,323$    20,796,796$  

Investment Maturities (In Years)

 

Custodial Credit Risk 
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 
institution, the Department will not be able to recover deposits or will not be able to recover collateral 
securities that are in possession of an outside party.  The Department’s policy requires deposits to be 
maintained at financial institutions that are members of the Federal Deposit Insurance Corporation and 
for deposits in excess of insured amounts to be collateralized with securities in accordance with the HRS. 

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty (e.g., 
broker-dealer) to a transaction, the Department will not be able to recover the value of its investment or 
collateral securities that are in the possession of another party.  The Department’s policy provides a list of 
authorized counterparties as well as minimum requirements that counterparties must demonstrate in 
order to be utilized by the Department. 
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Interest Rate Risk 
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.  
Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to changes 
in market interest rates.  One of the ways that the Department manages its exposure to interest rate risk is 
by purchasing a combination of short-term and mid-term investments and by timing cash flows from 
maturities so that a portion of the portfolio is maturing or nearing maturity evenly over time as necessary 
to provide the cash flow and liquidity needed for operations.  The Department monitors the interest rate 
risk inherent in its portfolio by measuring the weighted average maturity of its portfolio. 

Credit Risk and Concentration of Credit Risk 
Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the 
investment.  Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s 
investment in a single issuer.  The Department’s policy limits investment options to those authorized in the 
HRS and requires the diversification of assets as to issue. 
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4. Capital Assets 

The following summarizes the Department’s capital assets at June 30, 2025: 

Utility plant in service

Structures and improvements 226,658,797$  

Distribution mains and accessories 164,749,163   

Electric and hydraulic pumping equipment 90,117,290     

Transmission mains and accessories 50,428,351     

Services 37,329,516     

Purification system 13,884,474     

Meters 11,956,261     

Hydrants 11,897,887     

Transportation equipment 5,912,300       

Communication equipment 3,183,737       

Office equipment and furniture 3,221,409       

Tools and work equipment 1,738,268       

Other equipment 1,770,515       

Other fire protection plant 19,587

Total utility plant in service 622,867,555

Less:  Accumulated depreciation (352,405,127)

Total depreciable assets 270,462,428

Non-depreciable assets

Land and rights 5,792,881

Preliminary survey and investigation charges 1,531,319

Construction work in progress 9,990,950

Total non-depreciable assets 17,315,150

Right-to-use lease assets

Land 226,050

Equipment 151,524

377,574

Accumulated amortization

Land (22,504)

Equipment (104,389)

(126,893)

Total right-to-use lease assets 250,681

Right-to-use SBITA assets 95,737

Accumulated amortization (72,029)

Total right-to-use SBITA assets 23,708

Net capital assets 288,051,967$  
 



County of Hawai‘i 
Department of Water Supply 
(A component unit of the County of Hawai‘i, State of Hawai‘i) 

Notes to Financial Statements 
June 30, 2025 

22 

The following is a summary of changes in capital assets during the year ended June 30, 2025: 

Balance at Additions/ Retirements/ Balance at

July 1, 2024 Transfers In Transfers Out June 30, 2025

Depreciable assets

Utility plant in service 612,171,792$  13,728,150$  (3,032,387)$     622,867,555$  

Less:  Accumulated depreciation (338,021,132) (17,088,366) 2,704,371 (352,405,127)

Total depreciable assets 274,150,660 (3,360,216) (328,016) 270,462,428

Land and rights 5,787,581 5,300 - 5,792,881

Preliminary survey and investigation charges 1,456,452 216,356 (141,489) 1,531,319

Construction work in progress 11,763,518 10,049,367 (11,821,935) 9,990,950

Total nondepreciable assets 19,007,551 10,271,023 (11,963,424) 17,315,150

Right-to-use lease assets

Land 226,050 - - 226,050

Equipment 149,676 1,848 - 151,524

375,726 1,848 - 377,574

Accumulated amortization

Land (16,878) (5,626) - (22,504)

Equipment (75,625) (28,764) - (104,389)

(92,503) (34,390) - (126,893)

Total right-to-use lease assets 283,223 (32,542) - 250,681

Right-to-use SBITA assets 116,096 8,751 (29,110) 95,737

Less:  Accumulated amortization (76,040) (25,099) 29,110 (72,029)

40,056 (16,348) - 23,708

Total capital assets, net 293,481,490$  6,861,917$    (12,291,440)$   288,051,967$  
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5. Long-Term Obligations 

At June 30, 2025, long-term debt consisted of the following: 

Public improvement refunding bonds ($13,497,500 issued), 2016 Series B,

 payable to the County, interest at 3.0% to 5.0%, due in semiannual installments

 through 2026 3,202,500$      

Public improvement refunding bonds ($6,353,750 issued), 2016 Series E,

 payable to the County, interest at 2.0% to 5.0%, due in semiannual installments

 through 2029 3,501,250

Public Improvement bond ($4,105,000 issued), USDA Bond #R-1 payable to

 the County, interest at 2.0%, due in semiannual installments through 2057 4,015,962

Public improvement refunding bonds ($3,751,250 issued), 2020 Series C & D,

 payable to the County, interest at 5.0%, due in semiannual installments

 through 2029 2,078,750

Public improvement bonds ($147,000 issued), 2008 Series A, payable to

 the County, interest at 4.125%, due in semiannual installments through 2043 103,138

State Revolving Fund loans ($91,714,304 loaned) payable to the State of Hawai‘i,

 interest up to 1%, due in semiannual installments through 2044 52,438,748

Total long-term debt 65,340,348

Add:  Unamortized premium 570,784

65,911,132

Less:  Current portion (6,893,599)

Noncurrent portion 59,017,533$    
 

The public improvement bonds consist of long-term obligations to the County that reflect the 
Department’s proportionate share of general obligation bonds that were issued by the County, in part, for 
the purpose of improving the public water system.  The County’s general obligation bonds are an absolute 
and unconditional general obligation of the County for which its full faith and credit are pledged.  The 
principal and interest payments on the bonds are a first charge on the general fund of the County. 

The Department’s State Revolving Fund Loans are direct borrowings of the Department for which its full 
faith and credit are pledged.  The State Revolving Fund Loans are secured by the gross revenues of the 
Department.  At June 30, 2025, the State Revolving Fund loans to the Department include HDWS-PF25 and 
HDWS-PF25-EQ with a total of $10.0 million available loan balance to be drawn by the Department. 

The outstanding State Revolving Fund Loans bear interest rates ranging from 0.00% to 1.00% exclusive of 
loan fees ranging from 1.00% to 3.25%. 
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The following is a summary of changes in long-term debt during the year ended June 30, 2025: 

Balance at Balance at Due Within

July 1, 2024 Additions Reductions June 30, 2025 One Year

State Revolving Fund Loans 55,796,006$  1,944,525$    (5,301,783)$  52,438,748$  3,935,938$    

Public improvement refunding bonds 15,486,960 - (2,585,360) 12,901,600 2,694,799

Add:  Unamortized premium 833,646 - (262,862) 570,784 262,862

Total long-term debt 72,116,612$  1,944,525$    (8,150,005)$  65,911,132$  6,893,599$    
 

At June 30, 2025, future principal and interest payments for long-term debt are scheduled as follows: 

Principal Interest Principal Interest Principal Interest

Years ending June 30,

3,935,938$    808,486$       2,694,799$    368,514$       6,630,737$    1,177,000$    

3,987,334 739,718 2,804,279 256,409 6,791,613 996,127

3,806,895 672,252 1,220,052 177,423 5,026,947 849,675

3,858,880 610,326 1,258,370 138,897 5,117,250 749,223

3,878,456 547,913 1,299,233 97,076 5,177,689 644,989

2031-2035 18,105,470 1,875,980 548,264 348,596 18,653,734 2,224,576

2036-2040 12,112,071 691,540 608,499 288,361 12,720,570 979,901

2041-2045 2,753,704 68,715 658,799 221,495 3,412,503 290,210

2046-2050 - - 702,295 153,395 702,295 153,395

2051-2055 - - 775,391 80,299 775,391 80,299

2056-2057 - - 331,619 9,975 331,619 9,975

52,438,748$  6,014,930$    12,901,600$  2,140,440$    65,340,348$  8,155,370$    

2026

2027

2028

2029

2030

TotalRefunding BondsState Revolving Fund Loans

Public Improvement

 

6. Other Long-Term Obligations 

The following is a summary of other long-term obligations transactions for the year ended June 30, 2025: 

Balance at Deductions Balance at Due Within

July 1, 2024 Additions and Payments June 30, 2025 One Year

(As restated)

Pension liability 29,273,892$  2,078,755$    (2,636,219)$     28,716,428$  -$                    

OPEB liability 6,841,344 3,207,998 (7,197,262) 2,852,080 -

Customers’ deposits 2,976,346 1,031,181 (885,373) 3,122,154 139,786

Compensated absences* 7,116,011 432,931 - 7,548,942 1,867,149

Accrued workers’ compensation 624,014 533,656 (14,948) 1,142,722 594,216

Leases payable 288,099 1,848 (32,482) 257,465 27,577

SBITA payable 3,629 - (2,874) 755 755

47,123,335$  7,286,369$    (10,769,158)$   43,640,546$  2,629,483$    
 

*Compensated absences are reported as net additions. 



County of Hawai‘i 
Department of Water Supply 
(A component unit of the County of Hawai‘i, State of Hawai‘i) 

Notes to Financial Statements 
June 30, 2025 

25 

7. Leases Payable 

The Department has executed leases for land and equipment use expiring at various dates through fiscal year 
2065.  These leases include discount rates of 1.50% to 4.53%.  Principal and interest payments to maturity 
are as follows: 

Principal Interest Total

Years ending June 30,

27,577$         4,360$            31,937$         

22,394 3,621 26,015

10,190 3,059 13,249

5,179 2,962 8,141

4,134 2,866 7,000

2030‒2035 21,620 13,380 35,000

2036‒2040 23,297 11,703 35,000

2041‒2045 25,104 9,896 35,000

2046‒2050 27,054 7,946 35,000

2051‒2055 29,151 5,849 35,000

2056‒2060 31,414 3,586 35,000

2061‒2065 30,351 1,149 31,500

257,465$       70,377$         327,842$       

2026

2027

2028

2029

2030

 

8. SBITA Liability 

The Department has executed SBITA contracts for software as a service cloud subscriptions.  The initial terms 
of the agreements end after three years with an option for extensions thereafter.  The calculated discount 
rate used was 3.58%.  Principal and interest payments to maturity are as follows: 

Principal Interest Total

Year ending June 30,

755$               138$               893$               2026
 

9. Employee Benefit Plans 

Pension Plan 

Plan Description 
The Employees’ Retirement System (“ERS”) is a cost-sharing, multiple-employer public employee 
retirement system established as a defined benefit pension plan to administer a pension benefits program 
for all eligible employees of the state and counties of Hawaii.  Benefit terms, eligibility, and contribution 
requirements are governed by Chapter 88 of the HRS and can be amended through legislation.  The ERS 
issues publicly available annual financial reports that can be obtained at the ERS website:  
http://ers.ehawaii.gov/resources/financials. 
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Benefits Provided 
The ERS Pension Trust is comprised of three pension classes for membership purposes and considered to 
be a single plan for accounting purposes since all assets of the ERS may legally be used to pay the benefits 
of any of the ERS members or beneficiaries.  The ERS provides retirement, disability and death benefits 
with three membership classes known as the noncontributory, contributory and hybrid retirement classes.  
The three classes provide a monthly retirement allowance equal to the benefit multiplier (generally 1.25% 
to 2.25%) multiplied by the average final compensation multiplied by years of credited service.  Average 
final compensation for members hired prior to July 1, 2012 is an average of the highest salaries during any 
three years of credited service, excluding any salary paid in lieu of vacation for members hired January 1, 
1971 or later and the average of the highest salaries during any five years of credited service including any 
salary paid in lieu of vacation for members hired prior to January 1, 1971.  For members hired after 
June 30, 2012, average final compensation is an average of the highest salaries during any five years of 
credited service excluding any salary paid in lieu of vacation. 

Each retiree’s original retirement allowance is increased on each July 1 beginning the calendar year after 
retirement.  Retirees first hired as members prior to July 1, 2012 receive a 2.5% increase each year of their 
original retirement allowance without a ceiling.  Retirees first hired as members after June 30, 2012 receive a 
1.5% increase each year of their original retirement allowance without a ceiling.  The annual increase is 
not compounded. 

The following summarizes the provisions relevant to the largest employee groups of the respective 
membership class.  Retirement benefits for certain groups, such as police officers, firefighters, some 
investigators, sewer workers, judges, and elected officials, vary from general employees. 

Noncontributory Class 

 Retirement Benefits ‒ General employees’ retirement benefits are determined as 1.25% of average 
final compensation multiplied by the years of credited service.  Employees with ten years of credited 
service are eligible to retire at age 62.  Employees with thirty years of credited service are eligible to 
retire at age 55. 

 Disability Benefits ‒ Members are eligible for service-related disability benefits regardless of length of 
service and receive a lifetime pension of 35% of their average final compensation.  Ten years of 
credited service are required for ordinary disability.  Ordinary disability benefits are determined in the 
same manner as retirement benefits but are payable immediately, without an actuarial reduction, and 
at a minimum of 12.5% of average final compensation. 

 Death Benefits ‒ For service-connected deaths, the surviving spouse/reciprocal beneficiary receives a 
monthly benefit of 30% of the average final compensation until remarriage or re-entry into a new 
reciprocal beneficiary relationship.  Additional benefits are payable to surviving dependent children 
up to age 18.  If there is no spouse/reciprocal beneficiary or surviving dependent children, no benefit 
is payable. 
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Ordinary death benefits are available to employees who were active at the time of death with at least 
ten years of credited service.  The surviving spouse/reciprocal beneficiary (until remarriage/re-entry 
into a new reciprocal beneficiary relationship) and surviving dependent children (up to age 18) receive 
a benefit equal to a percentage of the member’s accrued maximum allowance unreduced for age or, if 
the member was eligible for retirement at the time of death, the surviving spouse/reciprocal beneficiary 
receives 100% joint and survivor lifetime pension and the surviving dependent children receive a 
percentage of the member’s accrued maximum allowance unreduced for age. 

Contributory Class for Members Hired Prior to July 1, 2012 

 Retirement Benefits ‒ General employees’ retirement benefits are determined as 2% of average final 
compensation multiplied by the years of credited service.  General employees with five years of 
credited service are eligible to retire at age 55. 

 Disability Benefits ‒ Members are eligible for service-related disability benefits regardless of length of 
service and receive a one-time payment of the member’s contributions and accrued interest plus a 
lifetime pension of 50% of their average final compensation.  Ten years of credited service are 
required for ordinary disability.  Ordinary disability benefits are determined as 1.75% of average final 
compensation multiplied by the years of credited service but are payable immediately, without an 
actuarial reduction, and at a minimum of 30% of average final compensation. 

 Death Benefits ‒ For service-connected deaths, the designated surviving spouse/reciprocal beneficiary 
receives a lump sum payment of the member’s contributions and accrued interest plus a monthly 
benefit of 50% of the average final compensation until remarriage or re-entry into a new reciprocal 
beneficiary relationship.  If there is no surviving spouse/reciprocal beneficiary, surviving dependent 
children (up to age 18) or dependent parents are eligible for the monthly benefit.  If there is no 
spouse/reciprocal beneficiary or surviving dependent children/parents, the ordinary death benefit is 
payable to the designated beneficiary. 

Ordinary death benefits are available to employees who were active at time of death with at least one 
year of service.  Ordinary death benefits consist of a lump sum payment of the member’s contributions 
and accrued interest plus a percentage of the salary earned in the twelve months preceding death, or 
50% joint and survivor lifetime pension if the member was not eligible for retirement at the time of 
death but was credited with at least ten years of service and designated one beneficiary, or 100% joint 
and survivor lifetime pension if the member was eligible for retirement at the time of death and 
designated one beneficiary. 

Contributory Class for Members Hired After June 30, 2012 

 Retirement Benefits ‒ General employees’ retirement benefits are determined as 1.75% of average 
final compensation multiplied by the years of credited service.  General employees with ten years of 
credited service are eligible to retire at age 60. 
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Disability and Death Benefits ‒ Members are eligible for service-related disability benefits regardless 
of length of service and receive a lifetime pension of 50% of their average final compensation plus 
refund of contributions and accrued interest.  Ten years of credited service are required for ordinary 
disability.  Death benefits for contributory members hired after June 30, 2012 are generally the same 
as those for contributory members hired June 30, 2012 and prior. 

Hybrid Class for Members Hired Prior to July 1, 2012 

 Retirement Benefits ‒ General employees’ retirement benefits are determined as 2% of average final 
compensation multiplied by the years of credited service.  General employees with five years of credited 
service are eligible to retire at age 62.  General employees with thirty years of credited service are 
eligible to retire at age 55. 

 Disability Benefits ‒ Members are eligible for service-related disability benefits regardless of length of 
service and receive a lifetime pension of 35% of their average final compensation plus refund of their 
contributions and accrued interest.  Ten years of credited service are required for ordinary disability.  
Ordinary disability benefits are determined in the same manner as retirement benefits but are 
payable immediately, without an actuarial reduction, and at a minimum of 25% of average final 
compensation. 

 Death Benefits ‒ For service-connected deaths, the designated surviving spouse/reciprocal beneficiary 
receives a lump sum payment of the member’s contributions and accrued interest plus a monthly 
benefit of 50% of the average final compensation until remarriage or re-entry into a new reciprocal 
beneficiary relationship.  If there is no surviving spouse/reciprocal beneficiary, surviving dependent 
children (up to age 18) or dependent parents are eligible for the monthly benefit.  If there is no 
spouse/reciprocal beneficiary or surviving dependent children/parents, the ordinary death benefit is 
payable to the designated beneficiary. 

Ordinary death benefits are available to employees who were active at time of death with at least five 
years of service.  Ordinary death benefits consist of a lump sum payment of the member’s contributions 
and accrued interest plus a percentage multiplied by 150%, or 50% joint and survivor lifetime pension 
if the member was not eligible for retirement at the time of death but was credited with at least ten 
years of service and designated one beneficiary, or 100% joint and survivor lifetime pension if the 
member was eligible for retirement at the time of death and designated one beneficiary. 

Hybrid Class for Members Hired After June 30, 2012 

 Retirement Benefits ‒ General employees’ retirement benefits are determined as 1.75% of average 
final compensation multiplied by the years of credited service.  General employees with ten years of 
credited service are eligible to retire at age 65.  Employees with thirty years of credited service are 
eligible to retire at age 60.  Sewer workers, water safety officers, and emergency medical technicians 
may retire with 25 years of credited service at age 55. 
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 Disability Benefits ‒ Provisions for disability and death benefits generally remain the same except for 
ordinary death benefits.  Ordinary death benefits are available to employees who were active at time 
of death with at least ten years of service.  Ordinary death benefits consist of a lump sum payment of 
the member’s contributions and accrued interest, or 50% joint and survivor lifetime pension if the 
member was not eligible for retirement at the time of death but was credited with at least ten years 
of service and designated one beneficiary, or 100% joint and survivor lifetime pension if the member 
was eligible for retirement at the time of death and designated one beneficiary. 

Contributions 
Contributions are governed by HRS Chapter 88 and may be amended through legislation.  The employer 
rate is set by statute based on the recommendations of the ERS actuary resulting from an experience 
study conducted every five years.  Since July 1, 2005, the employer contribution rate is a fixed percentage 
of compensation, including the normal cost plus amounts required to pay for the unfunded actuarial 
accrued liabilities.  The contribution rates for fiscal year 2025 were 41% for police officers and firefighters, 
and 24% for all other employees.  Contributions to the pension plan from the Department were $2,623,108 
for the year ended June 30, 2025. 

The employer is required to make all contributions for noncontributory members.  Contributory members 
hired prior to July 1, 2012 are required to contribute 7.8% of their salary, except for police officers and 
firefighters who are required to contribute 12.2% of their salary.  Contributory members hired after June 30, 
2012 are required to contribute 9.8% of their salary, except for police officers and firefighters who are 
required to contribute 14.2% of their salary.  Hybrid members hired prior to July 1, 2012 are required to 
contribute 6.0% of their salary.  Hybrid members hired after June 30, 2012 are required to contribute 8.0% 
of their salary. 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources 
and Deferred Inflows of Resources Related to Pensions 
At June 30, 2025, the Department reported a liability of $28,716,428 for its proportionate share of the net 
pension liability.  The net pension liability was measured as of June 30, 2024, and the total pension liability 
used to calculate the net pension liability was determined by an actuarial valuation as of that date.  The 
Department’s proportion of the net pension liability was based on a projection of the Department’s long-
term share of contributions to the pension plan relative to the projected contributions of all participants, 
actuarially determined.  At the measurement date of June 30, 2024, the Department’s proportionate 
share was 0.203%, a decrease of 0.009% from its proportionate share measured as of June 30, 2023. 

There were no significant changes of assumptions or other inputs that affected measurement of the total 
pension liability since the measurement date.  There were no changes between the measurement date, 
June 30, 2024, and the reporting date, June 30, 2025, that are expected to have a significant effect on the 
proportionate share of the net pension liability. 
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For the year ended June 30, 2025, the Department recognized pension expense of $1,783,561.  At June 30, 
2025, the Department reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources: 

Deferred Deferred

Outflows of Inflows of

Resources Resources

Difference between actual and expected experience 835,254$          (192,895)$        

Changes in assumptions - (169,008)

Net difference between projected and actual

 earnings on pension plan investments 665,923 -

Changes in proportion and differences between Department

 contributions and proportionate share of contributions 110,260 (3,353,430)

Department contributions subsequent to the measurement date 2,623,108 -

4,234,545$      (3,715,333)$     
 

At June 30, 2025, the Department reported $2,623,108 of deferred outflows of resources related to pensions 
resulting from the Department’s contributions subsequent to the measurement date will be recognized as a 
reduction of the net pension liability in the year ended June 30, 2026.  Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pensions at June 30, 2025 will be 
recognized in pension expense as follows: 

Years ending June 30,

(1,246,066)$     

(125,967)

(499,854)

(232,009)

(2,103,896)$     

2026

2027

2028

2029

 

Actuarial Assumptions 
The total pension liability was based on the June 30, 2024 actuarial valuation.  The actuarial assumptions 
were based on the experience study as of June 30, 2021 for the five-year period from July 1, 2016 through 
June 30, 2021.  The following actuarial assumptions were used in the June 30, 2024 actuarial valuation: 

Inflation 2.50 %

Investment rate of return, including inflation 7.00 %

Salary increases, including inflation

General employees 3.75 % – 6.75 %
 

Mortality rate assumptions include the effects of the retirement status of members. 

There were no changes to ad hoc postemployment benefits including cost-of-living adjustments. 
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The post-retirement mortality rates for healthy retirees are based on the 2022 Public Retirees of Hawai‘i 
mortality table, which are projected on a fully generational basis by the long-term rates of scale UMP from 
the year 2022 and with multiplier and setbacks based on plan and group experience.  Pre-retirement 
mortality rates are based on multiples of the Pub-2010 mortality table based on the occupation of the 
member. 

The long-term expected rate of return on pension plan investments, based on ERS’s investment consultant, 
was determined using a “top down approach” of the Client-Constrained Simulation-based Optimization 
Model (a statistical technique known as “re-sampling with replacement” that directly keys in on specific 
plan-level risk factors as stipulated by the ERS’s Board of Trustees) in which best-estimate ranges of expected 
future real rates of return (expected returns, net of pension plan investment expense and inflation) are 
developed for each major asset class.  These ranges are combined to produce the long-term expected rate 
of return by weighting the expected nominal real rates of return (real returns plus inflation) by the target 
asset allocation percentage. 

The rate of returns for each major asset class based on the ERS’s investment consultant as of June 30, 
2024 is summarized in the following table: 

Long-Term

Strategic Expected Real

Strategic Allocation (Risk-Based Classes) Class Weights Rate of Return

Broad growth

Public Equity 20.00 %      7.20 %        

Private Equity 19.00 %      9.90 %        

Liquid Credit 4.00 %        6.50 %        

Private Credit 8.00 %        9.20 %        

Real Estate 9.00 %        6.30 %        

Infrastructure 7.00 %        7.30 %        

Timber/agriculture/infrastructure 3.00 %        5.30 %        

Total broad growth 70.00 %      

Diversifying strategies

Systematic trend following 8.00 %        3.80 %        

Long U.S. treasuries 4.00 %        4.30 %        

Intermediate government 14.00 %      4.00 %        

Reinsurance 4.00 %        5.30 %        

Total diversifying strategies 30.00 %      

Total investments 100.00 %    
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Discount Rate 
The discount rate used to measure the net pension liability was 7.00%, consistent with the rate used at the 
prior measurement date.  The projection of cash flows used to determine the discount rate assumed that 
employee contributions will be made at the current contribution rate and that contributions from the 
Department will be made at statutorily determined rates.  Based on these assumptions, the pension plan’s 
fiduciary net position was projected to be available to make all projected future benefit payments of 
current plan members.  Therefore, the long-term expected rate of return on pension plan investments was 
applied to all periods of projected benefit payments to determine the total pension liability. 

Sensitivity of the Department’s Proportionate Share of the Net Pension Liability 
to Changes in the Discount Rate 
The following presents the Department’s proportionate share of the net pension liability calculated using 
the single discount rate of 7.00%, as well as what the Department’s proportionate share of the net 
pension liability would be if it were calculated using a discount rate that is one percentage point lower 
(6.00%) or one percentage point higher (8.00%) than the current rate: 

1% Current 1%

Decrease Discount Rate Increase

(6.00%) (7.00%) (8.00%)

Department’s proportionate share

 of the net pension liability 38,318,320$  28,716,428$  20,763,176$  
 

Pension Plan Fiduciary Net Position 
There were no significant changes after the report measurement date.  Detailed information about the 
pension plan’s fiduciary net position is available in the separately issued ERS financial report.  ERS’s complete 
financial statements are available at https://ers.ehawaii.gov/resources/financials. 

Payables to the Pension Plan 
At June 30, 2025, the amount payable to the ERS was $2,461,980, which consists of statutorily required 
employer contributions as of June 2025 and an accrual for excess pension costs attributed to the fiscal 
year, as required by the HRS. 

Postemployment Benefits Other Than Pensions (“OPEB”) 

General Information about the OPEB Plan 

Plan Description 
Chapter 87A of the Hawaii Revised Statutes (“HRS”) established the EUTF, an agent multiple-employer 
defined benefit plan, which provides a single delivery system of health and other benefits for state and 
county workers, retirees and their eligible dependents.  The EUTF issues a stand-alone financial report that 
is available to the public on its website at https://eutf.hawaii.gov/reports/. 
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Benefits Provided 
Chapter 87A of the HRS grants the authority to establish and amend the benefit terms to the Board of 
Trustees of the EUTF.  The EUTF currently provides medical, prescription drug, dental, vision, chiropractic, 
supplemental medical and prescription drug, and group life insurance benefits for retirees and their 
dependents. 

For employees hired before July 1, 1996, the employers pay the entire base monthly contribution for 
employees retiring with ten years or more of credited service, and 50% of the base monthly contribution 
for employees retiring with fewer than ten years of credited service.  A retiree can elect a family plan to 
cover dependents. 

For employees hired after June 30, 1996 but before July 1, 2001, and who retire with less than ten years of 
service, the State makes no contributions.  For those retiring with at least ten years but fewer than 15 years 
of service, the employers pays 50% of the base monthly contribution.  For employees retiring with at least 
15 years but fewer than 25 years of service, the employers pays 75% of the base monthly contribution.  
For employees retiring with at least 25 years of service, the State pays 100% of the base monthly 
contribution.  Retirees in this category can elect a family plan to cover dependents. 

For employees hired on or after July 1, 2001, and who retire with less than ten years of service, the 
employers makes no contributions.  For those retiring with at least ten years but fewer than 15 years of 
service, the employers pays 50% of the base monthly contribution.  For those retiring with at least 15 years 
but fewer than 25 years of service, the employers pays 75% of the base monthly contribution.  For 
employees retiring with at least 25 years of service, the employers pays 100% of the base monthly 
contribution.  Only single plan coverage is provided for retirees in this category.  Retirees can elect family 
coverage but must pay the difference. 

Employees Covered by Benefit Terms 
The following table provides a summary of the number of employees covered by the benefit terms as of 
July 1, 2024: 

Inactive employees or beneficiaries currently receiving benefits 125

Inactive employees entitled to but not yet receiving benefits 11

Active employees 155

Total plan members 291
 

Contributions 
Contributions are governed by HRS Chapter 87A and may be amended through legislation.  Employer 
contributions to the EUTF from the Department was $2,047,000 for the year ended June 30, 2025.  The 
employer is required to make all contributions for members. 

Net OPEB Liability 
The Department’s net OPEB liability as of June 30, 2025 was measured as of July 1, 2024, and the total 
OPEB liability used to calculate the net OPEB liability was determined by an actuarial valuation as of that 
date.  As of June 30, 2025, the Department reported a net OPEB liability of $2,852,080. 
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Actuarial Assumptions 
The total OPEB liability in the July 1, 2024 actuarial valuation was determined using the following actuarial 
assumptions and methods, applied to all periods included in the measurement, unless otherwise specified: 

Valuation date July 1, 2024

Actuarial cost method Entry age normal

Discount rate 7.00%

Inflation 2.50%

Salary increases 3.75% to 6.75% including inflation

Demographic assumptions Based on the 2022 Hawaii ERS Actuarial Experience Study

 as conducted June 30, 2021 for the ERS

Mortality System-specific mortality tables utilizing scale MP2021

 to project generational mortality improvement

Participation rates 98% healthcare participation assumption for retirees that

 receive 100% of the Base Monthly Contribution (“BMC”).

 Healthcare participation rates of 25%, 65% and 90% 

 for retirees that receive 0%, 50% or 75% of the BMC, 

 respectively.  100% for life insurance and 98% for 

 Medicare Part B

Healthcare cost trend rates

PPO* Initial rate of 6.20%, declining to a rate of 4.25% after 20 years

HMO* Initial rate of 6.20%, declining to a rate of 4.25% after 20 years

Part B & BMC Initial rate of 5.00%, declining to a rate of 4.25% after 20 years

Dental 4.00%

Vision 2.50%

Life insurance 0.00%
 

  * Blended rates for medical and prescription drugs. 
** Includes prescription drug assumptions. 
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The long-term expected rate of return on OPEB plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of 
OPEB plan investment expense and inflation) are developed for each major asset class.  These ranges are 
combined to produce the long-term expected rate of return by weighing the expected future real rates of 
return by the target asset allocation percentage and by adding expected inflation.  The target allocation 
and best estimates of arithmetic real rates of return for each major asset class are summarized in the 
following table: 

Long-Term

Target Expected Real

Allocation Rate of Return

Asset Class

Global equity 30.00 %      6.00 %        

Private equity 15.00 %      10.10 %      

Real assets 12.00 %      5.00 %        

Private credit 10.00 %      7.80 %        

Trend following 10.00 %      2.40 %        

Reinsurance 5.50 %        5.10 %        

Long treasuries 5.00 %        2.60 %        

Alternative risk premia 5.00 %        3.80 %        

U.S. Microcap 3.00 %        8.30 %        

TIPS 2.50 %        2.10 %        

Tail risk/long volatility 2.00 %        (1.30)%       

100.00 %    
 

Discount Rate 
The discount rate used to measure the total OPEB liability was 7.00%, based on the expected rate of 
return on OPEB plan investments.  The Department’s funding policy is to pay the recommended actuarially 
determined contribution, which is based on layered, closed amortization periods.  The OPEB plan’s fiduciary 
net position was projected to be available to make all projected future benefit payments for current plan 
members.  Therefore, the long-term expected rate of return on OPEB plan investments was applied to all 
periods of projected benefit payments to determine the total OPEB liability. 
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Changes in Net OPEB Liability 
The following table presents a schedule of changes in the net OPEB liability for the year ended June 30, 
2025: 

Total OPEB Plan Fiduciary Net OPEB

Liability Net Position Liability

Balance at July 1, 2024 35,832,843$    28,991,499$    6,841,344$      

Service cost 719,357 - 719,357

Interest on the total OPEB liability 2,488,641 - 2,488,641

Difference between expected and actual experience (2,604,401) - (2,604,401)

Employer contributions - 2,027,000 (2,027,000)

Net investment income - 2,584,603 (2,584,603)

Benefit payments (1,281,226) (1,281,226) -

Administrative expense - (2,608) 2,608

Other - (16,134) 16,134

Net changes (677,629) 3,311,635 (3,989,264)

Balance at June 30, 2025 35,155,214$    32,303,134$    2,852,080$      
 

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate 
The following table presents the Department’s net OPEB liability calculated using the discount rate of 
7.00%, as well as what the Department’s net OPEB liability would be if it were calculated using a discount 
rate that is one percentage point lower (6.00%) or one percentage point higher (8.00%) than the current 
discount rate: 

Current

1% Decrease Discount Rate 1% Increase

(6.00%) (7.00%) (8.00%)

Department’s proportionate share

 of the net OPEB liability 7,879,339$    2,852,080$    (1,205,655)$  
 

Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend Rates 
The following table presents the Department’s net OPEB liability calculated using the assumed healthcare 
cost trend rate, as well as what the Department’s net OPEB liability would be if it were calculated using 
the healthcare cost trend rate that is one percentage point lower or one percentage point higher than the 
current healthcare cost trend rate: 

Current

Healthcare

Cost Trend

1% Decrease Rates 1% Increase

Department’s proportionate share

 of the net OPEB liability (1,447,188)$  2,852,080$    8,296,903$    
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OPEB Expense and Deferred Outflows of Resources 
and Deferred Inflows of Resources Related to OPEB 
For the year ended June 30, 2025, , the Department recognized OPEB benefit of approximately $692,990.  
At June 30, 2025, the Department reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources: 

Deferred Deferred

Outflows of Inflows of

Resources Resources

Difference between expected and actual experience -$                       (5,177,305)$     

Changes of assumptions 11,908 (691,579)

Net difference between projected and actual earnings 

 on OPEB plan investments 99,978 -

Employer contributions subsequent to the measurement date 2,047,000 -

2,158,886$      (5,868,884)$     
 

At June 30, 2025, the Department reported $2,047,000 as deferred outflows of resources related to OPEB 
resulting from Department contributions subsequent to the measurement date, which will be recognized 
as a reduction of the net OPEB liability in the year ended June 30, 2025.  Other amounts reported as 
deferred outflows of resources and deferred inflows of resources at June 30, 2025 will be recognized in 
OPEB expense as follows: 

Years ending June 30,

(1,985,968)$  

(1,006,059)

(1,195,623)

(895,594)

(470,901)

Thereafter (202,853)

(5,756,998)$  

2026

2027

2028

2029

2030

 

Deferred Compensation Plan 
The Department participates in a deferred compensation plan established by the State of Hawai‘i in 
accordance with Internal Revenue Code Section 457.  The plan is available to all the Department employees 
and permits employees to defer a portion of their salary until future years.  The deferred compensation is 
not available to employees until termination, retirement, death, or unforeseeable emergency. 

All plan assets are held in a trust fund to protect them from claims of general creditors and from diversion to 
any uses other than paying benefits to participants and beneficiaries.  The Department has no responsibility 
for loss due to the investment or failure of investment of funds and assets in the plans but does have the 
duty of due care that would be required of an ordinary prudent investor. 



County of Hawai‘i 
Department of Water Supply 
(A component unit of the County of Hawai‘i, State of Hawai‘i) 

Notes to Financial Statements 
June 30, 2025 

38 

10. Commitments and Contingent Liabilities 

Risk Management 
The Department is exposed to various risks of loss from torts; theft of, damage to, and destruction of 
assets; employee injuries and illnesses; and natural disasters.  The Department maintains property, auto 
liability, and general liability insurance policies.  The Department remains self-insured for workers’ 
compensation liability. 

Liabilities are recorded when it is probable that a loss has occurred and the amount of that loss can be 
reasonably estimated.  Claim liabilities are based on the estimated ultimate cost of settling the claims and 
include incremental costs for the hiring of special counsel and expert witnesses.  Claims liabilities are 
estimated by a case-by-case review of all claims and the application of historical experience to outstanding 
claims. 

Construction Contracts 
The Department is obligated under construction contracts for the utility plant and other projects.  Such 
commitments totaled $22,766,425 at June 30, 2025. 

Litigation 
The Department is involved in various legal proceedings arising in the ordinary course of business.  The 
Department provides for losses that, in the opinion of management, are both probable of being incurred 
and that can be reasonably estimated.  In management’s opinion, losses, if any, would not materially affect 
the Department’s financial position or results of operations. 

Effective FY 2024-2025, the Department of Water Supply is anticipating payment to employees due to the 
settlement agreement between the County of Hawai‘i with the United Public Workers (“UPW”) and Hawaii 
Government Employees Association (“HGEA”) to resolve the grievances regarding temporary hazard pay 
for the employees that worked during the COVID period of March 2020 – March 2022.  At June 30, 2025, 
the estimated amount payable to the employees including fringe benefits is $3,086,539, which consists of 
retroactive temporary hazard pay due to the COVID-19 pandemic during the period of March 4, 2020 to 
March 24, 2022 and statutorily required employer contributions. 

The Department of Water Supply fulfilled the settlement agreement with the UPW and HGEA and payments 
to employees were completed within the September 15, 2025 through November 14, 2025 payrolls in 
FY 2025-2026.  The total amount paid including statutorily required employer contributions was approximately 
$3,160,000. 

11. Related Party Transactions 

Long-Term Debt 
As discussed in Note 5, the County has issued general obligation bonds on the Department’s behalf for 
improvements to the water system.  The Department is liable to the County for its proportionate share of 
the debt service requirements.  In connection with these general obligation bond issues, long-term debt 
payable to the County totaled $13,472,384 at June 30, 2025.  Accrued interest payable to the County 
totaled $158,051 at June 30, 2025. 
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Proportionate

Share of Net Plan Fiduciary

Pension Liability Net Position as

Proportion of Proportionate as a Percentage a Percentage of

Net Pension Share of Net Covered of Covered Total Pension

Measurement Period Liability Pension Liability Payroll Payroll Liability

Years ending June 30,

2024 0.20 % 28,716,428$  11,175,965$  257.0 % 62.62 %

2023 0.21 % 29,273,892 10,802,083 271.0 % 61.91 %

2022 0.24 % 30,899,325 10,450,084 295.7 % 62.76 %

2021 0.24 % 29,017,165 11,016,038 263.4 % 64.25 %

2020 0.23 % 35,290,257 10,439,473 338.0 % 53.18 %

2019 0.23 % 32,029,248 10,318,136 310.4 % 54.87 %

2018 0.25 % 33,522,053 9,742,400 344.1 % 55.48 %

2017 0.22 % 28,365,453 9,358,187 303.1 % 54.80 %

2016 0.22 % 29,247,607 9,046,930 323.3 % 51.28 %

2015 0.22 % 18,940,065 9,012,196 210.2 % 62.42 %
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Actual

Department Contributions

Statutorily Statutorily Contribution as a Percentage

Required Required Deficiency Covered of Covered

Contributions Contributions (Excess) Payroll Payroll

Years ending June 30,

2025 2,623,108$    2,623,108$    -$               11,414,487$  22.98 %

2024 2,579,303 2,579,303 - 11,175,965 23.08 %

2023 2,535,659 2,535,659 - 10,802,083 23.47 %

2022 2,477,404 2,477,404 - 10,450,084 23.71 %

2021 2,579,631 2,579,631 - 11,016,038 23.42 %

2020 2,258,593 2,258,593 - 10,439,473 21.64 %

2019 1,950,328 1,950,328 - 10,318,136 18.90 %

2018 1,757,461 1,757,461 - 9,742,400 18.04 %

2017 1,603,278 1,603,278 - 9,358,187 17.13 %

2016 1,553,128 1,553,128 - 9,046,930 17.17 %
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2025 2024 2023 2022 2021 2020 2019 2018

Total OPEB liability

Service cost 719,357$       669,524$       754,223$       762,769$       773,607$       746,672$       698,126$       687,414$       

Interest on the total OPEB liability 2,488,641 2,420,425 2,581,297 2,456,079 2,483,573 2,349,959 2,264,524 2,135,490

Difference between expected and actual experience

 in the measurement of total OPEB liability (2,604,401) (842,089) (3,112,836) (287,233) (2,403,748) (314,598) (1,184,347) -

Changes of assumptions - (1,213,900) - (190,921) 137,542 432,233 -

Benefit payments (1,281,226) (1,315,507) (1,213,715) (1,063,301) (1,036,438) (1,012,084) (1,016,548) (953,288)

Net change in total OPEB liability (677,629) 932,353 (2,204,931) 1,868,314 (373,927) 1,907,491 1,193,988 1,869,616

Total OPEB liability – beginning 35,832,843 34,900,490 37,105,421 35,237,107 35,611,034 33,703,543 32,509,555 30,639,939

Total OPEB liability – ending 35,155,214$  35,832,843$  34,900,490$  37,105,421$  35,237,107$  35,611,034$  33,703,543$  32,509,555$  

Plan fiduciary net position

Employer contributions 2,027,000$    1,961,000$    2,148,000$    1,210,523$    1,977,000$    1,990,000$    1,936,548$    1,867,788$    

Net investment income (loss) 2,584,603 1,256,994 (518,406) 5,666,092 376,721 764,696 1,111,306 1,245,946

Benefit payments (1,281,226) (1,315,507) (1,213,715) (1,063,301) (1,036,438) (1,012,084) (1,016,548) (953,288)

OPEB plan administrative expense (2,608) (1,815) (2,283) (2,922) (3,013) (5,493) (3,336) (2,782)

Other (16,134) 2,807 20,789 (50) (2,264) 522,371 - 16,370

Net change in plan fiduciary net position 3,311,635 1,903,479 434,385 5,810,342 1,312,006 2,259,490 2,027,970 2,174,034

Plan fiduciary net position – beginning 28,991,499 27,088,020 26,653,635 20,843,293 19,531,287 17,271,797 15,243,827 13,069,793

Plan fiduciary net position – ending 32,303,134$  28,991,499$  27,088,020$  26,653,635$  20,843,293$  19,531,287$  17,271,797$  15,243,827$  

Net OPEB liability 2,852,080$    6,841,344$    7,812,470$    10,451,786$  14,393,814$  16,079,747$  16,431,746$  17,265,728$  

Plan fiduciary net position as a percentage 

 of total OPEB liability 91.89 % 80.91 % 77.62 % 71.83 % 59.15 % 54.85 % 51.25 % 46.89 %

Covered-employee payroll 10,746,493$  10,513,239$  10,326,292$  10,713,826$  10,266,331$  10,264,425$  10,212,595$  9,791,132$    

Net OPEB liability as a percentage 

 of covered-employee payroll 26.54 % 65.07 % 75.66 % 97.55 % 140.20 % 156.66 % 160.90 % 176.34 %  

* This schedule is intended to present information for ten years for each respective fiscal year.  Additional years will 
be built prospectively as information becomes available. 
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Contributions Contributions

in Relation to as a Percentage

Actuarially the Actuarially Contribution Covered- of Covered-

Determined Determined Excess Employee Employee

Contribution Contribution (Deficiency) Payroll Payroll

Years ending June 30,

2025 2,047,000$    2,047,000$    -$                    11,379,000$  17.99 %

2024 2,027,000 2,027,000 - 10,746,493 18.86 %

2023 1,961,000 1,961,000 - 10,513,239 18.65 %

2022 2,148,000 2,148,000 - 10,326,292 20.80 %

2021 2,046,000 1,210,523 835,477 10,713,826 11.30 %

2020 1,977,000 1,977,000 - 10,266,331 19.26 %

2019 1,990,000 1,990,000 - 10,264,425 19.39 %

2018 1,933,000 1,936,548 (3,548) 10,212,595 18.96 %

2017 1,867,000 1,867,788 (788) 9,791,132 19.08 %

2016 1,914,000 1,913,204 796 9,464,649 20.21 %
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1. Significant Methods and Assumptions 

The actuarially determined annual required contribution (“ARC”) for the year ended June 30, 2025 was 
developed in the July 1, 2022 valuation.  The following summarizes the significant methods and assumptions 
used to determine the actuarially determined contribution for the year ended June 30, 2025: 

Actuarial valuation date July 1, 2022

Actuarial cost method Individual entry age normal

Amortization method Level percent, closed

Equivalent single amortization period 13.0% as of year ended June 30, 2025

Discount rate 7.00%

Asset valuation method Four-year smoothed market

Inflation rate 2.50%

Investment rate of return 7.00%

Payroll growth 3.50%

Salary increases 3.75% to 6.75%; including inflation

Demographic assumptions Based on the experience study covering the five-year period

 ended June 30, 2021 as conducted for the ERS

Mortality System-specific mortality tables utilizing scale MP2021 to project

 generational mortality improvement

Participation rates 98% healthcare participation assumptions for retirees that receive 

 100% of the Base Monthly Contribution (“BMC”).  Healthcare

 participation rates of 25%, 65% and 90% for retirees that receive

 0%, 50% or 75% of the BMC, respectively.  100% for life insurance

 and 98% for Medicare Part B

Healthcare cost trend rates

PPO* Initial rate of 6.40%, declining to a rate of 4.25% after 22 years

HMO* Initial rate of 6.40%, declining to a rate of 4.25% after 22 years

Part B & BMC Initial rate of 5.00%, declining to a rate of 4.25% after 22 years

Dental 4.00%

Vision 2.50%

Life insurance 0.00%
 

* Blended rates for medical and prescription drugs. 

Prior to the year ended June 30, 2025, there were no other factors, including the use of different 
assumptions that significantly affected trends in the amounts reported in the schedule of changes in the 
net OPEB liability and related ratios or the schedule of OPEB contributions. 

There were no assumption changes during the current measurement period. 




