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LINDA L E N G L E  
O O V E R N O R  

The Honorable Colleen Hanabusa, President 
and Members of the Senale 

Twenty-Fourth State Legislature 
State Capitol, Room 409 
Honolulu, Hawaii 968 13 

Dear Madam President and Members of the Senate: 

This is to inform you that on April 29,2008, the foflowing bill was signed into law: 

SB3004 SD2 HD2 A BILL FOR AN ACT RELATING TO THE 
EMPLOYEES' lCETIIUEMENT SYSTEM. 
(ACT 41) 

Sincerely, 



Apprwed by the Governor 

THE SENATE 
TWENTY-FOURTH LEGISLATURE, 2008 
STATE OF HAWAII 

3004 S.B. NO. s*Qa2  H.D, 2 

A BILL FOR AN ACT 

RELATING TO THE EMPLOYEES7 RETIREMENT SYSTEM 

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

1 SECTION 1. Chapter 88, Hawaii Revised Statutes, is amended 

2 by adding a new section to part I1 to be appropriately 

3 designated and to read as f o l l o w s :  

4 "$88- Information from t h e  S t a t e  and c o u n t i e s .  - To 

5 fulfill its responsibilities under this chapter, t h e  system may 

7 furnish information to the system to c a z r y  out the purposes of 

8 t h i s  chapter. T h e  system may specify the format in which the 

9 information shall be furnished. Without limitation of the 

10 foregoing, the system may require that information be furnished 

11  in electronic format and that information w i t h  respect to 

12 payroll ar,d personnel transactions: 

13 - (11 Allocate payments, including bonuses, salary 

workers' compensation, to monthly or other periods as 

requested by the system; and 

( 2 )  Specify the purpose or nature of the payment." 
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SECTION 2 .  Section E E - 6 ,  Hawaii Revised Statutes, is 

amended tc read as follows: 

"588-6 P a p n t  o f  refunds and retirement benefits. ( a )  

Notwithstanding any other provision of this chapter: 

(1) All retirees and beneficiaries of the state retirement 

system or county pension funds shall be pa id  

semimonthly; and effective January 1, 2 0 0 3 ,  all 

retirees and beneficiaries of the state zetirement 

system who either retire or become beneficiaries a f t e r  

January 1, 2003, s h a i l  be paid monthly; and 

( 2 )  Any r e t i r a n t  or beneficiary whose benefic 

commences a f t e r  Zune 30, 2001, shall designate a 

financial institution account into which the system 

shall be authorized to deposit their retirement 

benefit. This method of payment may be waived by the 

system if another method is determined t o  be more 

appropriate, 

!b) Any member, former employee, rerirant, o r  beneficiary 

to whcm accumulated contributions or a hypothetical account 

balance, as defined in section 88-311, is payable after June 30, 

2CC8, shall, if the payment will be greater than $250 and the 

member, former employee, retirant, or beneficiary does not elect 
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- ,c roiiover t h ~  paymezt inta an eligible retirement plan, 

2 designate a r'inancial institution account lnto which the system 

3 shall be authorized to deposit the payment. This method of 

4 payment may be waived by the system if another method is 

5 determined to be more appropriate." 

6 SECTION 3. Section 88-21, Hawaii Revised Statutes, is 

7 amended by amending the definitions of "beneficiary" and 

8 "service" tc read as follows: 

9 ""3eneficiary": the recipient of any benefit from the 

10 systen cr, as [ + ; t h e [ + ]  context may indicate, the perscn or 

I 1  persons designated by a =ember, former member, or retirant, or 

12 a m p r o v i d e c :  to receive the benefits payable in the event 

13 of the member's, former member's, or retirant's desth. 

14 "Service": service as an employee paid by the State or 

15 county, anc! also: - service during the period of a leave of 

16 absence or exchanqe if the individual is paid by the State or 

17 county dur i r t i ;  the period of the leave of absence or exchange I- 

19 & " &  SAW -]; an6 service during the 

20 pericd of an unpai.d leave of absence or exchznqe if the 

21 individual is engaged in the performance cf a governmental 

22 function or [ @ e l  if the unpaid ieave of absence is an approved 

SB3004 H D 2  WMS 2008-3401 



Page 4 3004 S.B. NO. s.D.2 H.D. 2 

l e a v e  o f  absence  f o r  p r o f e s s i o n a l  improvement [i&&b-eeji 

p r o v i d e d  t h a t ,  for t h e  p e r i o d  o f  t h e  l e a v e  of a b s e n c e  or  

exchange w i t h o u t  pay  [MI, - t h e  i n d i v i d u a l  m a k e s  t h e  same 

c o n t r i b u t i o n  t o  t h e  sys tem a s  t h e  i n d i v i d u a l  would have made i f  

t h e  i n d i v i d u a l  had n o t  been on [&I - t h e  l e a v e  of absence .  

C a f e t e r i a  managers and c a f e t e r i a  workers  s h a l l  be c o n s i d e r e d  a s  

p a i d  b y  t h e  S t a t e ,  r e g a r d l e s s  cf t h e  source- of  funds  from which 

t h e y  a r e  p a i d . "  

SECTION 4 .  S e c t i o n  88-45 .5 ,  Hawaii Revised  S t a t u t e s ,  i s  

amended t o  read a s  f o l l o w s :  

"[+;§88-45.5[3j Acceptance of rollovers and transfers from 

other plans + IGs-b+cr.t- tc rzl; 

Lhr'. -....,I s-y&+m &&A] The system may a c c e p t  a n  e l i g i b l e  

r o l l o v e r  d i s t r i b u t i o n  or a  direct t r a n s f e r  of f u n d s  from 

{l) A t a x - q u a l i f i e d  r e t i r e m e n t  p l a n  d e s c r i b e d  i n  S e c t i o n  

4 0 I ( a j  of t h e  I n t e r n a l  Revenue Code of 1 9 8 6 ,  a s  

amended; 

( 2 )  An a n n u i t y  p l a n  d e s c r i b e d  i n  S e c t i o n  4 0 3 ( a ]  of t h e  - 

I n t e r n a l  Revenue Code of 1 9 8 6 ,  a s  amended; 

13) F.n a n n u i t y  c m t r a c t  described ir, Section 4 Q 3 i b )  o f  t h e  

I n t e r n a l  Revenue Code o f  1986 ,  a s  amended: 

SB3004 H D 2  HMS 2008-3401 
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1 - 1 4 9  An individual retirement accou~t described in Section 

2 408 (a) of the Internal Revenue Code of 1986, as 

3 amended; 

4 - ( 5 )  An individual retirement annuity described in Section 

5 4 0 8 ( b )  of the Internal Revenue Code of 1986, as 

6 amended; or 

7 - ( 6 )  An eligible deferred compensation plan described in 

8 Section 4 5 7 ( b )  of the Internal Revenue Code of 1986, 

as amended, t h a t  is estabZished and maintained by a 

10 state, a political subdivision of a state, or any 

11 agency or instrumentality of a state ox p~litical 

12 subdivision of a state, 

33 in payment o f  a11 or a portion of any deposit a member is 

34 permitted to make with the system for credit for service, 

15 including the conversion of class C credited service to class H 

16 credited service. [%I Any rules adopted by the board [& 

17 +i+cst;7x+] pursuant to this section shall condition the 

18 acceptance of a rollover or transfer frorri another plan on the 

19 receipt from the other plan of information necessary to enable 

20 the system to determine the e l i g i b i 1 i r . y  of any transferred i u n d s  

21 for tax-free rollover treatment or tax-free transfer 

22 treatment under federal income zax  law." 
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SECTION 5 .  Section 88-83.5, Hawaii Revised Statutes, is 

amended as follows: 

1. By amending subsection ( a )  to read: 

" ( a )  Notwithstanding any other law to the contxary, the 

benefits payable to all employees who first become members on or 

after January 1, 1990, shall be subject to the limitations set 

forth in j c c z t i z s j  Section 415 of the Internal Revenue Code of 

1986, as applicable to governmental plans. The 

dollar l i r n l t  in Section 4 1 5 ( b ) ( l !  (A) of the Internal Revenue 

Code of 1986, as amended, shall be adjusted automatically under 

Section 4 2 5 i d )  of the Internal Revenue Code of 1986, as amended, 

effective January 1 of each year, as published in the Internal 

Revenue Bulletin. The automatic adjustment shall apply to 

members, former employees, retirants, and beneficiaries." 

2. By amending subsection ( c )  to read: 

" ( c f  The system shall establish a benefit restoration plan 

for the payment o f  retirement benefits as permitted under 

[-] Section 415  (mi of the Internal Revenue Code of 1986, 

as amended, a s  follows: 

(1) All [- A - - 1 retirants and beneficiaries of 

t h e  system whose pension has been Limited by [ e j  

Section 415 of the Internal Revenue Code shall receive 

St33004 HD2 HMS 2008-3401 
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a monthly benefit from the plan established pursuant 

to this subsecti.cn that is equal to the difference 

between the retirement benefit otherwise payable and 

. the retirement benefit pzyable because of [ceztiee] 

Section 415 of the Internal Revenue Code of 1986, as 

amended; 

( 2 )  Participation in the plan shall be determined for each 

plan year and shall cease whenever the retirement 

benefit is not limited by [w] Section 415 of the 

internal Revenue Code of 1986, as amended; 

(31 The plan shall be funded on a plan-year-tc-plan-year 

basis and shall not be used to pay any benefits 

payable in future years. Upon the recommendation of 

the system's actuary, the required contribution amount 

shall be determined by the board [-I and 

deposited in a separate f u n d  from an allocation of 

employer contribution amounts pursuant to this 

chapter; 

( 4 )  The board 1-1 s h a l l  administer the plan and 

may make modifications to the benefits payable as may 

be necessary to mainrain the qualified status o f  the 

SB3004 HD2 HMS 2008-3401 
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p l a n  under S e c t i o n  4 3 5 f m )  of t h e  I n t e r n a l  

Revenue Code of 1986, a s  amended." 

SECTION 6 .  S e c t i o n  88-141, Hawaii Revised  S t a t u t e s ,  i s  

amended t o  r e a d  as fol lows:  

"588-141 Computation of compensation earned ox earnale .  

I n  any case where i t  s h a l l  become n e c e s s a r y ,  f o r  the purposes  of  

s e c t i o n s  88-131 t o  88-142, t o  d e t e r m i n e  the compensat ion o r  

a v e r a g e  compensation of a member of t h e  sys tem d u r i n g  any p e r i o d  

of t h e  member's s e r v i c e  i n  t h e  armed f o r c e s ,  o r  d u r l n g  any 

p e r i o d  [+,ct c % e e x & q  ~iz-1 i r m e d i a t e l y  t h e r e a f t e r  

w h i l e  t h e  member was n o t  an employee a s  d e f i n e d  i n  s e c t i o n  88- 

2 1 ,  t h e  member's r a t e  of compensat ion d u r i n g  [zmy-meh] - t h e  

pe r iod  s h a l l ,  for t h e  purposes o f  s e c t i o n s  88-131  t o  8 8 - 1 4 2 ,  be 

deemed t o  have been t h a t  which t h e  member [- 2s s~& 
. . 

4 * .-. * 
b -,,. o f ]  would have 

r e c e i v e d  b u t  f o r  t h e  member's service i n  t h e  armed f o r c e s  

:*-v&--~ + ... 5- 

-1 . f T  

SECTION 7 .  S e c t i o n  88-286,  Hawaii Revised  S t a t u t e s ,  i s  

amended Sy arnendlng subsection j.21 t o  r e a d  as  f o l l o w s :  

" ( a )  The surviving spouse o r  r e c i p r o c i ; l  beneficiary and 

c h i l d r e n  under t h e  age  of e i g h t e e n  of a member a t  the t i m e  of  

S B 3 0 0 4  H D 2  HMS 2008-3401 
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1 t h e  member's d e a t h  s h a l l  be e l i g i b l e  f o r  a deat-h b e n e f i t  i f  t h e  

2 m e m b e r  s u f f e r s  e i t h e r  [aft]: - 

3 - ( 1 1  An - o r d i n a r y  d e a t h  Ih4i-Gk-z sr GZ 

4 -1 a f t e r  accumula t ing  t e n  years of 

5 c r e d i t e d  s e r v i c e  and t h e  m e m b e r  d i e s :  

6 - ( A ]  While i n  s e r v i c e ;  o r  [aft] 

7 - [B) While on a u t h o r i z e d  l e a v e  wi thou t  pay; 

9 - (21 - An a c c i d e n t a l  death." 

10 SECTION 8 .  S e c t i o n  88-321, Hawaii Revised S t a t u t e s ,  i s  

11 amended b y  amending s u b s e c t i o n s  { a )  and (b) t o  r e a d  a s  f o l l o w s :  

12 " ( a )  Any member, except for a member d e s c r i b e d  i n  

13 s u b s e c t i o n  f c )  , who i s  i n  s e r v i c e  on J u n e  30 ,  2006, I.er-wke 

15 9. 
LC... ] may elect t o  become 

16 a c l a s s  fl member e f f e c t i v e  J u l y  1, 2Ci06, [- 

17 -1 by f i l i n g  a n  e l e c t i o n  farm wi th  t h e  sys tem i n  

18 a c c c r d a n c e  wi th  t h i s  s e c t i o n .  The e l e c t i o n  s h a l l  be made p r i o r  

19 t o  A p r i l  1, 2006, by m e m b e r s  i n  s e r v i c e  on February  2 8 ,  2006;  

20 prcvided t h a t  any member i n  s e r v i c e  on February  28,  2006, who is  

23 a b s e n t  from t h e  ] s t a t e  on  t h a t  d a t e  w h i l e  i n  t h e  m i l i t a r y  

22 s e r v i c e  of t h e  Uni ted  S t a t e s ,  s h a l l  have t h i r t y  days a f t e r  t h e  

SB3004 HD2 HMS 2008-3401 
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member r e t x n s  t o  t h e  member's r e g u l a r  employment with t h e  S t a t e  

o r  a county  t o  make t h e  e l e c t i o n .  The e l e c t i o n  shall be made 5 y  

members e n t e r i n g  o r  r e t u r n i n g  t o  s e r v i c e  from March 1, 2006,  

t h r o u g h  June 30, 2006 ,  w i t h i n  sixty days of e n t e r i n g  or  

z e t u r n l n g  t o  s e r v i c e .  i i  

- -  4 -  ,, ',.,+.& t" --- + 4 d L - z ~ L A g  "A A .- L. - , ,, T h e  e l e c t i o n  

s h a l l  oe i r r e v o c a b l e .  

{ S )  Notwi ths tand ing  any o t h e r  l aw t o  the c o n t r a r y ; ,  sftzr 

T n  1"s 
.,V, L Y  I : 

h c l a s s  C member who r e t u r n s  t o  s e r v i c e  after 3 u ~ e  30, 

2006, and who does  n o t  r e t u r n  t o  s e r v i c e  as a class A 

o r  a c l a s s  £3 member s h a l l  become a c l a s s  H member upon 

r e t u r n  t o  s e r v i c e ;  p rov ided  that, i f  t h e  member i s  a  

former c l a s s  A o r  c lass  B member who r e c e i v e d  a r e f u n d  

of  c o n t r i b u t i o n s  p i c k e d  up and paid b y  t h e  me~he r ' s  

employer p u r s u a n t  t o  s e c t i o n  88-46(b), the member may 

n o t  become a c l a s s  H member and s h a l l  r e t u r n  t o  

s e r v i c e  a s  a c lass  C member, u n l e s s  t h e  r e f u n d  w a s  

made pErsuan t  to s e c t i o n  88-96 o r  88-2711bI; I&! 

21 (2) A c l a s s  A o r  a  c l a s s  B member, who r e t u r n s  t o  service 

22 a f t e r  June  30 ,  2 0 0 6 ,  b u t  does n o t  have v e s t e d  b e n e f i t  

S83004 WD2 HMS 2008-3401 
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status as provided in section 88-96(b) and who does 

not return to service as a class A or class B member, 

shall become a class H member upon return to service 

and the member's credited service as a class A or B 

member shall be converted to class C credited service. 

The system shall return to the member the member's 

accumulated contributions if the member's accumulated 

contributions are $1,000 or less at the time of 

distribution. if the member's accumulated 

contributions for the class A or B credited service 

that was converted to class C credited service are 

greater than $1,000 and the member does not make 

written application, contemporaneously with the 

member's return to service, for return of such 

contributions, the member, except as provided by 

section 85-341, may not withdraw the member's 

accumiilated contributions for the class A or 3 

credited service that was converted to class C 

credited service until the member retires or attains 

age sixt y-two i P l  i 

( 3 )  A class A member who returns to service after June 30, 

2008, with vested benefit status and who does not 

583004 HD2 HMS 2008-3401 
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return to service as a class B member shall return to 

service as a class A member; and 

( 4 )  A class B member who returns to service after June 30, - 

2098, with vested benefit status and who does not 

return to service as a class B member shall return to 

service as a class A member." 

SECTION 9. Section 8 8 - 3 2 2 ,  Hawaii Revised Statutes, is 

amended by amending subsecti~n (d) to read as follows: 

" i d )  The board may permit the cost of conversion of 

class C credited service to class H credited service pursuant to 

subsection f a f  or (bl to be paid by the member i r ,  any one of the 

following methods at the member's option 

(1) By after-tax deductions from the mernber's compensation 

n- 
A"11 L, 1 .  An irrevocable payroll 

authorization filed by the member far a period not to 

exceed one hundred twenty months shall remain in 

effect until the completicn of the payroll payments or 

termination of employment, whichever is earlier. The 

amount of the deductions shall. be I n  an amount 

sufficient to amortize r h e  actuarial cost of the 

583004 HD2 HMS 2008-3401 
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conversion, together with interest at the rate of 

eight per cent a year, in level bi-monthly payments 

over the period specified in the irrevocable 

authorization. Service credited will be proportional 

on the basis of whole months. For example, a member 

electing to convert one hundred twenty months of 

service over sixty months and terminating after thirty 

and one-half months of deductions pursuant to this 

subsection, will have converted sixty months of class 

C service to class H service; or 

( 2 )  By lump sum payment. 

If the deductions from compensation do not commence, or if 

t h e  lump sum payment is n o t  paid to the system, within one 

hundred eighty days after the deadline for making the election 

to convert class C credited service to class H credited service, 

the election shall be deemed revoked. The deductions from 

ccmpensation or lump sum payment shall be paid tc the system and 

shall be credited to the member's Individual account and become 

part of the member's accumulated contributions." 

SECTION 10. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 
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1 SECTION 11. T h i s  A c t  s h a l l  take ef fec t  on J u l y  1, 2 0 0 8 ;  

2 provided t h a t  s e c t i o n  1 s h a l l  take ef fec t  on July 1, 2010. 

APPROVED this 2 Q day of Am ,2008 

SA3004 H D 2  HMS 2008-3401 
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