
GOV. MSG. NO. 31 
EXECUTIVE CHAMBERS 

H O N O L U L U  

L I N D A  L I N G L E  
i i O Y E R N O R  

May 1 5,2008 

The Honorable Colleen FTanabusa, President 
and Members of the Senate 

Twenty-Fourth State 1,egislature 
State Capitol, Room 409 
Honolulu. Hawaii 968 13 

Dear Madam President and Members of the Senate: 

'his is to inform you that on May 15,2008, the follo&ing bill PJS signed into law: 

A BILL FOR AN ACT RELATING TO 
CONDOMb-IUMS. 
{ACT 76) 



HOUSE OF REPRESENTATIVES 
WEMY-FOURTH LEGISLATURE, 2008 
STATE OF HAWAII 

ACT 0 16 
2460 H.B. NO. s-D.l 

A BILL FOR AN ACT 

BE IT ENACTED BY TfiE L E G B L A m  OF THE STATE OF HAWAII: 

SECTION 1. Sactian 514A-97, H a w a i i  Revised Statutes, is 

mended to read as EoLlows: 

w85314A-97 Z&saciat;1cxn of w-nt cnraere furu3s; hansliag 

t. la) The funds in the garieral operating account 

of the association of apartment owners shall not be commingled 

with funds of other activities such as lease r a t  collections and 

rental operations, nor shall a managing agent commingle any 

association funds with the managing agent's o m  funds. 

(b) Far purposes 02 subsection {a), lease rent collections 

and rental operations shall not include the rental or leasing of 

common elmeats t ha t  is conducted on behalf of the association ar 

tshe collection of ground lease rents from individual apartment 

owners of a project and the payment of [ewehj ground lease rents 

to the ground lessor; provided that: 

1 The collection is allowed by the provisions of the 

declaration, bylaws, mastar deed, master lease, or 

individual apartment leases of the project; 
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121 If a management contract exisks, It requires the 

managing agent to collect ground lease rents from the 

individual apartment owners and gay the ground lease 

rents to the ground lessor; 

( 3 )  The system of lease rant coliecticm is appravd by a 

majority vote of all apartment owners a t  a meeting of 

the association; and 

(41 No managing agent or association shall gay ground 

lease rent to the ground lessor in excess of actual 

ground lease rent collected from individual apartment 

owners. 

Ic) All funds collected by an association, or by a managing 

agent for any association, shall be: 

f l f  Deposited in a financial institution, including a 

federal or  community credit union, located i n  the 

State and whose  deposit^ are insured by an agency of 

the  United States government; 

(2) Held by a corporation authorized to do business under 

article 8 of chapter 412; 

( 3 )  Meld by the United States Treasury; [-I 

(4) Purchased in the name of and held for the benefit of 

the association through a secur i t i es  broker that is 
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registered with the Securities and Exchange 

Commission, has an office in the state, and the 

accounts of which are held by member f i m  of the New 

York Stock Exchange or  National Association o f  

Securities Dealers and insured by the Securities 

Insurance Protection C~irporationl~f; or 

f 5) placed through a y insured financial - 
institution located in the"State for investment in 

certificates o f  deposit issued through the Certificate 

of Deposit Account Registry Service in federally 

insured financial insti~utions located in the United 

states . 
(dl All funds collected by an association, or by a managing - 

agent for any association, shall be invested only in: 

(1) Demand deposits, investrrnent certificates, and 

certificates of deposit; 

(2) Obligations o f  the  United States government, the State 

of Hawaii, or t h e i r  respective agencies; provided that 

those obligations shall have stated maturity dates no 

more tun ten years a f t e r  the purchase date unless 

approved otherwise by a majority vo te  crf the apartment 

owners at an annual or special meeting of the 
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association or by written ccmsent of a majority of the 

apartment owners ; E-1 

( 3 )  Mutual funds comprised solely of investments in the 

obligations of the United States government, the State 

of Hawaii, or their respective agencies; provided that 

those obLigations shall have stated maturity dares no 

more than ten years after the purchase date unless 

approved cithemise by a majority vote of the apartment 

owners at an annual or special meeting of the 

association or by written consent o f  a majority of the 

apartment owners; - or 

( 4 1  Certificates o f  deposit issued through the Certificate - 
of Deposit Account Registry Service in an amount at 

least equal in their market value, but not to exceed 

their par value, to the amount of the deposit with the 

degository; 

provided that before any investment longer than one year is made 

by an association, the board 1 ~ & 3 3  shall. approve the  action; 

and pravided further that the board [ZRW&] shall clearly 

disclose to owners all investments longer than one year at each 

year's association annual meeting. 
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Records of the depasits and disbursements shall be disclosed 

to t h e  commission upon xeqtlesr. All funds collected by an 

associaf;ion shall only be disbursed by employees of lrtze 

association under the supervision of the association+s board of 

directors, All fulds collected by a rnanaging agent from an 

assaciatfon shall: be held in a client: t x u s t  fund account a d  shall 

be disbursed only by the managing agent: or the managing agent's 

employees mder the supervision of the association's board of 

directors, The commission may draft:  rules gaverning the handling 

and disbursement of condominium association funds, 

[&%-I &Q A managing agent or board of directors shall not 

transfer association funds by telephone between accounts, 

including but: not limited to the general operating account: md 

reserve fund account. 

ESc3.fl - i f f  A managing agent shall keep and disburse funds 

collected on behalf of the cond~minium owners in s t s i c k  compliance 

with any agreement mafie wit& the condominium owness, chapter 467, 

the rules of the commission, and ax3 other applicable laws. 

[+%?-I Ig) Any person who embezzles or knawingly misapplies 

association furads received by a managing agent or association o f  

apartment owners shall be guilty of a class C felony," 
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1 SECTION 2. Section 518B-3.49, Hawaii Revised Statutes, is 

2 mended by amending subsection {cl to read as follows: 

3 * (c) ( I f  All funds collected by an association, or by a 

4 mwaging ageat for any association, shall be: 

5 I.%) Deposited in a financial institution, incluaing a 

Ci federal or community credit union, located in the 

7 State, pursuant to a resolution adopted by the 

8 bard, and whose deposits are insured by an 

9 agency of the united States governmene; 

10 ( B f  Held by a corporation authorized to do business 

11 under article 8 of chapter 412; 

X2 (C) Held by the United States Treasury; Ewe1 

13 {Dl Purchased in the name of and held for the benefit 

14 of the association though a securities broker 

IS that is registered with the Securities and 

16 Exchange Commission, that has an office in the 

17 Stare, m d  the accounts of which are held by 

18 member firms of the New Yosk Stock Exchange or 

19 National Association of Securities Dealers and 

20 insured by the Securities Insurance Protection 

21 C~rp~ration[-rj; or 
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E Placed through a federally insured financial - 
institution located in the State for investment 

in certificates of deposit issued tklr0ugl.i the 

Certificate of Deposit Account Registry Service 

in federally insured financial institutions 

located i n  the United States. 

(2)  All funds ccr~lected by an association, or by a 

managing agent for any association, shall be invested 

on2 y i n :  

(A )  Deposits, investment certificates, savings 

accouats, and certificates of deposit; 

( B f  Obligations of the ljnited States government, the 

Sta te  of Wa~afLi, or their respective agencies; 

provided that those obligations shall have stated 

maturity dates no more than ten years aEter the 

purchase date unless a~pxoved otherwise by a 

majority vote of the unit; owners at an annual or 

special meeting of the association ox by mitten 

consent of a majority of the unit ownexs; F-I 

( C )  Mutual funds comprises salely a£ investments in 

the obligations of the United States government, 

the State of Hawaii, or their xespective 
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agencies; provided that those obligatians shall 

have stated maturity dates no more than ten years 

after the purchase date unless approved otherwise 

by a majority vate of the unit owners at a n  

annual or special meeting of the association or 

by wriLten consent of a majority of the u n i t  

owners; or - 
(D) Certificates of deposit issued through the - 

Certificate of Deposit Account Registry Service 

in an amount at least equal in their market 

value, but nut to exceed their gar value, to the 

amount of the deposit with the depository; 

provided that before any investment longer than one year is made 

by an association, the board must approve the action; and 

p~orrided further thae the board must clearly disclose to owners 

all investments longer than one year a t  each year's association 

annual meeting. 

Records of the deposits and disbursements shall be 

disclosed to the commission upon request. All funds collected 

]cry an association shall only be disbursed by employees of the 

association under the supervision of the association's h a r d -  

~ l f  funds collected by. a managing agent from an association 
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1 shall be held in a client trust fund account and shall be 

2 disbursed anly by Uze managing agent or the managing agent's 

3 employees under the supervision of the association's board." 

4 SECTION 3 .  Statutory material to be repealed 19 bracketed 

5 and stricken. New statutory material is undersrsored, 

6 SECTI~~M 4 .  This Act shall take effect upon its appzoval. 

APPROVED this 1 5 day of MAY ,2008 

JAMES R. A18NA JR. 

AGTlNG GOVERNOR 
OF HAWAII 


