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SB 2602 SD1 HD1 — RELATING TO THE GENERAL FUND
Chair Todd, Vice Chair Takenouchi, and Members of the Committee:

Thank you for the opportunity to present testimony today. The University of Hawai'i
(UH or University) respectfully opposes SB 2602 SD1 HD1, Relating to the General
Fund. This bill requires that funds deposited into the UH Tuition and Fees Special Fund
(TFSF) should be allocated and expended solely for the benefit of students at the
campus from which the funds were collected. Also, beginning June 30, 2029, it would
require any unencumbered funds in TFSF in excess of two months operating
expenditures to lapse to the general fund, potentially resulting in the loss of significant
funding for the University at a time of already diminished resources due to federal policy
changes.

The provision requiring tuition and special fee revenues to be allocated and spent solely
for the benefit of students at a single campus would significantly reduce the

UH system'’s ability to operate effectively. By restricting funds to individual campuses,
the University would lose the flexibility needed to respond to changing systemwide
needs—such as addressing urgent issues, supporting innovative programs, or investing
in shared resources that benefit multiple locations.

This limitation would hinder collaboration across all campuses, but particularly at the
community colleges. Currently, pooled resources allow these campuses to jointly
develop academic programs, share faculty expertise, combine administrative functions,
and invest in technology infrastructure that serves students throughout the system.
Preventing funds from being used collaboratively would diminish these opportunities
and weaken the University’s ability to deliver high-quality, coordinated educational
experiences that meet the needs of the state.

Another major concern is the loss of efficiencies and effectiveness of scale.
Systemwide management of funds enables the University to negotiate better contracts,



coordinate bulk purchasing, and streamline administrative functions like human
resources, financial aid, and procurement. Requiring each campus to operate
independently would indisputably increase costs and reduce overall efficiency.

The bill also may create serious inequities for some campuses, particularly the
community colleges. Smaller campuses like Kaua‘i Community College have limited
enrollment and may not be able to generate sufficient revenue to support essential
services or improvements. This imbalance, created by the inability to share resources
across the system, would undermine the University’s mission to provide equitable
access to high-quality education across all islands and a common standard of care for
all students.

Additionally, UH conducts workforce development, cancer research, and other activities
that advance the state as a whole in addition to providing student benefits. The bill
could impact UH’s ability to engage in these significant activities. The proposed
restriction would also complicate compliance, reporting, and oversight if each campus
must handle these functions separately, increasing administrative workload and
reducing systemic quality control across the system.

UH does, however, agree with the motivating sentiment behind the amended language
in HD1 — that tuition and special fees revenues should be used for the benefit of the
students who paid them. The provision of the bill which sweeps the University’s
unspent tuition and fees revenue to the general fund is inconsistent with this, as the
swept funds will benefit these students tangentially, if at all.

Importantly, this sweep of student tuition and special fees dollars is proposed at a time
when the University is already facing significant financial uncertainty as a result of major
changes in federal policy and funding. As demonstrated in Attachment A, the financial
effects of the federal changes are significant and warrant careful safeguarding of all
existing University resources. The University’s ability to respond to these changes in
ways that do not impair its mission to students, the community, and the state will be
impaired if unspent tuition and special fees are likewise at risk. Thank you for this
opportunity to testify.
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Effects of Federal Changes on Research Funding and Stability

Over the last year, the University of Hawai‘i (UH) System research enterprise has faced
several challenges to research funding, as well as new actions that will create future
instability. Research funding reached an all-time high of $734 million in FY25. Stabilizing
this level of research activity is now a primary focus of the Office of the Vice President for
Research and Innovation at the UH System.

Summary of Actions and Outcomes

I.  Terminations and Stop-Work Orders
e Terminated awards: $109,557,342
e Stop-work orders: $663,582

II. Title lll Grants
e Grants that will not be renewed: $28,791,115
e Additional Title Ill awards at risk: $75,090,111

lll. Proposed 15% Cap on Indirect Rates
Although litigation has largely delayed implementation, a 15% cap on indirect cost
rates remains a possibility.
e Projected loss of funds if implemented: $21,961,468 per year

IV. Reduction in Extramural Funding (Year-to-Date comparison)
e System-wide reduction in extramural funding: $107,967,097

V. Reduction in New Federal Grants (Year-to-Date comparison)
e Decrease in number of new federal grants: 48%
e Associated loss in new federal funding: $97,263,692
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