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THE SENATE 1673
TWENTY-FIFTH LEGISLATURE, 2009 S B . N O , s.b.2
STATE OF HAWAII . H.D.2

A BILL FOR AN ACT

RELATING TO THE HAWAII HEALTH SYSTEMS CORPORATION.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:
SECTION 1. The purpose of this Act is to address the
community hospitals of the State. More specifically, this Act:
(1) Transfers, from July 1, 2010, until June 30, 2012, the
community hospitals from the Hawaii health systems
corporation to the department of health and abolishes
on June 30, 2010, the corporation and its regional
boards; and
(2) Establishes a community hospitals transition committee
to conduct a study of a permanent structure for the
community hospital system and submit its findings and
recommendations to the legislature before the
convening of the regular session of 2011.
PART I
TRANSFER OF COMMUNITY HOSPITALS TO DEPARTMENT OF HEALTH
FROM THE HAWAII HEALTH SYSTEMS CORPORATION AND REGIONAL BOARDS
SECTION 2. The purpose of this part is to amend chapter

323F, Hawaii Revised Statutes, to transfer the management,
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operation, and maintenance of the community hosgpitals from the
Hawaii health systems corporation and its regional boards to the
department of health.

This part shall be operative from July 1, 2010, until June
30, 2012. The legislature intends that the community hospitals
transition committee conduct the study required under part IV
and report to the legislature before the convening of the
regular session of 2011 on the best organizational structure for
the community hospital system. The legislature intends to
review the study and take the necessary action during the
regular session of 2011 either to change the organizational
gstructure of the community hospital system or to make this part
permanent.

SECTION 3. Section 323F-1, Hawaii Revised Statutes, is
amended to read as follows:

"§323F-1 Definitions. As used in this chapter, unless the
context otherwise requires:

"Community hospital" means a health facility that, on June

30, 2010, was owned by the Hawaii health systems corporation or

any of its regional boards and, on July 1, 2010, is transferred

to the department of health pursuant to thisgs Act.

Notwithstanding the use of the word "hospital," the term

SB1673 HD2 HMS 2009-3685
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includes a health facility that only provides long-term care and

no critical access, acute, or emergency health care.

"Consumer" means any individual who may [w&ilize] use a

[Hawaiihealthsystems—faeitity] community hospital for health

services and is not a provider.

"Department" means the department of health.

"Director" means the director of health.

"Division" means the [pfegfams7—se%%éeesT—aﬁé—éaeé%é%ées
e@efaEeé—by—%he—éepa%%men%—e%—hea%%hT] division of community
hospitals [+—prier—teo—the—transfer—date] .

[LHealth faecilityl £ v f i lits ]
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"Provider" means any supplier of medical or health care

goods and services of the type provided at a [Hawaii—health

systems—faeility-] community hospital.

SECTION 4. Section 323F-2, Hawaii Revised Statutes, is

amended to read as follows:

n§323F-2 [Hawaii-health-systems—corporatien-] Community

hospital system; administered by department of health through

division of community hospitals. (a) There is established the

35 {a}{6)—enlty—] community hospital system comprising all

community hospitals of the state government. The department of

health, through the division of community hospitals, shall

D2 HMS 2009-3685
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manage, operate, and maintain the community hospitals of the

system.

(b) The division shall be headed by the deputy director of

community hospitals, who shall be appointed by the director of

health without regard to chapter 76. The deputy director shall

report to and be under the supervision and direction of the

director of health.

The division shall be a state agency under the department

of health and shall not be, nor exercise any power as, a public

body corporate and politic or independent instrumentality or

agency of the State.

[+b>] (c) The [corporate—organization] community hospital

system shall be divided into five [regienal—systemss] regions as
follows:

(1) The Oahu [regienal—health—eare—system] region;

(2) The Kaual [regienal—health—eare—system] region;

(3) The Maui [regienal-—health—eare—system] region,

comprising the islands of Maui, Molokai, and Lanai;

(4) The east Hawaii [regienal—health-eare—systemr

comprising] region, comprising the Puna district,

north Hilo district, south Hilo district, Hamakua

district, and Kau district; and

HD2 HMS 2009-3685
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(5) The west Hawaii [

comprising] region, comprising the north Kohala

district, south Kohala district, north Kona district,
and south Kona district;
[ard] which shall be identified as [regional-systems] regions I,

II, III, IV, and V, respectively. Each region shall comprise

the community hospitals within the boundaries of that region."

SECTION 5. Section 323F-6, Hawaii Revised Statutes, is
amended to read as follows:

"§323F-6 Records. [The-corperation—and—ecachregionat

sygtem—beoard] With respect to the community hospital system, the

department shall be subject to the requirements of chapter 92F,

except that the following categories of government records shall
not be required to be disclosed:
(1) Applications for credentials or staff privileges at

any of the [eorporation'ls—medical—faecilitiesy]

community hospitals, records from peer review

proceedings, and medical records; and

(2) Marketing strategies, strategic plans, evaluations,
assessments, negotiations, or rates and charges, the
digclosure of which would raise the cost of

procurement or give a manifestly unfair advantage to

HD2 HMS 2009-3685
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any competitor or to any person or entity seeking to
do business or proposing to enter into an agreement
with [a—regional-systemboard—the——corporatieny] the

department or any of its [faeidities~] community

hospitals.

Any person denied access to any such government records
shall have available the remedies specified in sections 92F-15
and 92F-15.5. Government records protected from disclosure by
this section shall be subject to the interagency disclosure
provisions of section 92F-19. Section 624-25.5 shall apply to
this part notwithstanding anything to the contrary contained in
this section."

SECTION 6. Section 323F-7, Hawaii Revised Statutes, is
amended to read as follows:

"§323F-7 Duties and powers of the [eerperation—and

regieonal—system—beards<] department. [+a+——Ne%wi%hs%aﬁé&ﬁg~a§y

HMS 2009-3685
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corporation—andanyof the regional—system—beards] The
department shall exercise the following duties and powers [+], in

accordance with this chapter and other applicable law:

(1) Developing [eerperatien—wide] policies[+] and
procedures [—and—rutes] necessary or appropriate to
plan, manage, operate, and maintain [marage;—and

eontrol] the [system—eof-publie heatth—faecilities—and

'
PR P X B,

system—econsistent—withecorporate—polieiessy] community

hospitals;

(2) Evaluating the need for [additienal—healthfaeilities

regienal—systems] and modifying the health care

services provided by the different community hospitals

to meet the basic health care needs of the communities

served;

HD2 HMS 2009-3685
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[{3) Entering—inteo—and performingany contracts,—teasesy
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ol L1 3  ded £ume ;

44¥] (3) Conducting activities and entering into business

relationships as the [eerperation board—eor—any
regionat—systemboard;] department deems necessary or

appropriate, including [but—met—Itimited—+tor
) . £ . _ ineludi ]

Limited haritable fund L

4> Entering] entering into partnerships and other
joint venture arrangements, or participating in
alliances, purchasing consortia, health insurance
pools, or other cooperative arrangements, with
any public or private entity; [previded—that—any
eerporation,—venture,—or—relationship—entered
inteo—under—thig seetion—Efurthers—the publie
. ,  Ged £ : ] " .

B1673 HD2 HMS 2009-3685

T



10

11

12

13

14

15

16

17

18

19

20

21

22

Page 13

+5+]
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hoin . . . ]
peticies—established-by—the—corporationbeoardr
(4) Participating in [ané—develeping] prepaid health
care service and insurance programs and other
alternative health care delivery programs, including
programs involving the acceptance of capitated
payments or premiums that include the assumption of
financial and actuarial risk; [prewvided—that—each

. . | Y ehallo] ble £

. . ] o 3 " bt d

. ] . Lol Tied

eseab}i Sh:eé b? E}}e eef?efaEi = beafdl
(5) Executing, in accordance with all applicable

bylaws, rules, and laws, all instruments necessary or

eorporation—orregional—systemboardss] for the

D2 HMS 2009-3685
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(7]

(48]
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H.D.2

management, operation, and maintenance of the

community hospitals;

(6) Preparing and executing all [eerperatien—wide]
budgets, policies, and procedures |[er—any—regional

b o1l od e il . s chall

b imeluded_in tl .  dobud

submittal—+to—thecorporatien;] for the community

hospitals;

(7) Setting rates and charges for all health care

services provided by the [eerperatien—witheut—regard
to—chapter—91t;—provided—that—thedutyand power—of—the
eorporation boardshall-belimitedto—approvingthe

) . :v
; o £ ] . ] SUNTIT 3

serviees—] community hospitals. Rates and charges may

vary among [regiemal—systems—andfaeilities—and] the

B1673 HD2 HMS 2009-3685
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community hospitals of the different regions or may be

consolidated with the rates of [ether—regienalt

systems] community hospitals of different regions into

one charge master. Third-party payer contracts [may]

shall be negotiated [at] by the [eerporation—wide

] 3 . g 1ied ]
eolleetive—bargainingagreementss] department;

[36)] (8) Developing [the—ecerporationls—ecorporation—wide]
capital and strategic plans [er—any—regieopal—system
] 3 e ] . . ’  Gedt]

SB1673 HD2 HMS 2009-3685
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h thic o ,  ded sl , .
J + nall] e for—the fina] 1 of

its—regionalsystemboard—bytaws;] for the community

hogpitals;
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[4223] (9) Adopting rules [without—regard—teo—chapter—93]

governing the exercise of the [eerperation‘s—or
regional—systembeards!l] department's powers and the

fulfillment of its purpose under this chapter;
4+4)» (10) Entering into any contract or agreement
whatsoever, not inconsistent with this chapter or the
laws of this State, [aﬁd—aaéheféﬁéﬁg—%he—eefpefa%éeﬁv
. 1 : 1e- I chicf . Ty

L the resional ol ot reaional

boards
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I\JN

bonds—er—related—obligatienss] for the management,

operation, and maintenance of the community hospitals;

438> (11) Owning, purchasing, leasing, exchanging, or

otherwise acquiring personal property [—whethesr real;

pefseﬁa%—ef—m%xeé7~%aﬂgéb%e~ef—éﬁ%angéb%e7—aﬁé—e§] or

any interest therein [-—in—the—name—of—the corporationy
“ok R |
EY — VITCO WA

conmtral lad. sz
CONTToOITIT TGOy

a0
fu g wy
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+22]

S.B. NO. <o

H.D.2

management, operation, and maintenance of the

community hospitals;

(12) Purchasing insurance [and—ereating-eaptive

insurers] in any arrangement deemed in the best

interest of the [eerporatien;] community hospitals,

including [but—met—timited—te] funding and payment of

deductibles and purchase of reinsurance; [provided

a3 oareeatmdmat e d sz evenx e s o At ;v ot ri-dode-ar s
tFoR—Hicr+—CadpP T v e —COVv O IagC—Ino—oroviImeti™

(13) Depositing any moneys of the [eeorperation—or—any

regional—systembeard] division in [any-barking
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22

accordance with policies and directives of the

department of budget and finance;

Contractingforand aeceepting] (14) Accepting any

gifts, grants, [end—Jeans—ef—Ffunds,] property, or any
other aid in any form from the federal government, the
State, any other state agency, or any other source, or
any combination thereof, and complying, subject to
this chapter, with the terms and conditions thereof;
[provided—that—theregional——systemboards—sghalti—be
responsible—forcontractingforandaceeptingany
gifts—grants,—toans,—preperty—or——other—aid—+f
intended—to-benefit—thepublieheatthfacilities—and

: g hall ) . " . La
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4241

[25]

S.B. NO. ss:

H.D.2

(15) Providing health [ard—mediear] care services for
the public directly or by agreement [er—Fease] with
any person, firm, or private or public corporation,
partnership, or association through or in the [heatth
et lies £ e . . ]
] . ] e  Ged—t] ] . .
1 3 WEEEE ble £ 3 . :

e 3 " N e .

regional-systemss] community hospitals;

(16) Approving medical staff bylaws, rules, and
medical staff appointments and reappointments for all

(public health facilits - o .

regional—systembeard;] community hospitals, including
[but—pot—limited—te] determining the conditions under

which a health professional may be extended the

privilege of practicing within a [health—faeility;—as

consistent—with-corporate—widepotieiesy] community
hospital and adopting and implementing reasonable
[rules—witheut—regard—te—<chapter 93+] policies for

the credentialing and peer review of all persons and

health professionals within the [fFacility—provided

673 HD2 HMS 2009-3685
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1673
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ofthe—corporationbeard-] community hospitals;

and

(18) Establishing positions for the division and community

hospitals as authorized by relevant appropriations

acts and laws. Personnel occupying the positions

shall be subject to chapters 76 and 89,

except as

otherwise provided under section 323F-8.
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H.D. 2

contractas—thatwere—in-effeet—forthe 199531996 fiseal—year-]"
SECTION 7. Section 323F-8, Hawaii Revised Statutes, is
amended to read as follows:
"§323F-8 [Chief-exeecutiveofficer;—exempt] Exempt

positions. (a) [Fhe—ecorporationboard—may appoint—excempt—from

board—The—chicf exceutive—officer] In addition to authorized

civil service personnel, the director may [afse] appoint [up—te

eighteen—other] personnel [+] exempt from chapters 76 and 89, [&e

_ 1 £ be chief . . L ey

board-] as authorized by relevant appropriations acts and laws,

for the management, operation, and maintenance of the community

hospitals.
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S.B. NO. s»o:

H.D. 2

(b) The [cerporation—beard-er—its-designee] department may

discharge its exempt personnel with or without cause; provided
that removal without cause shall not prejudice any contract
rights of personnel.

(c) The [eorporationls—echief-execeutive—officer—or+the

ehief-exceutive—officerla—designee] department may appoint,

exempt from chapters 76 and 89, hospital administrators,
assistant administrators, directors of nursing, medical
directors, and staff physicians, to facilitate the management,

operation, and maintenance of [faeilities-—within—the

as—provided—in—ehapter—76-] the community hogpitals.

(d) Hiring, firing, compensation packages, and other
personnel actions with respect to employees not covered by
chapter 76 and 89 shall be governed by policies and guidelines

established by the [eerperatieon;] department and other laws,

except as otherwise provided in this chapter.

D2 HMS 2009-3685
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SECTION 8. Section 323F-10, Hawaii Revised Statutes, is
amended to read as follows:

"§323F-10 Regional [publie—healthfaeility] management
advisory committees. (a) [oa—the—transfer-date—there——shall
be] There is established within the [eexperatien] division for

each region|[+] a [publiehealth—faeility] regional management

advisory committee to consist of nine members [imttialdy—te—be

HD2 HMS 2009-3685
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H.D.2

On July 1, 2010, all members of the former public health

facility management advisory committee for a region shall become

members of the regional management advisory committee for that

region without necessity of reappointment; provided that their

terms shall end on June 30, 2012, notwithstanding the termeg to

which they were previously appointed.

[Foll , 1 it iad . : : hicf .
efficeroftheeorporationboards] From July 1, 2010, any

vacancies on a regional management advisory committee shall be

eof—+the—eorporation-] the director of health.

Each regional management advisory committee shall include
medical and health care providers, consumers, and knowledgeable

individuals in other appropriate areas such as business and

law [+—proevided—that—at—Icast—one—member shall be—aphysiecian
e . Hieal cs " £ ] .
publtie—heatth faecilities]. At least three members of the

committee shall be consumers.

SB1673 HD2 HMS 2009-3685
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I\)l\)

The regional management advisory committee for the East
Hawaii region shall have three members who reside in the Ka'u
district, three members who reside in the Hamakua/North Hilo

districts, and three members who reside in the South Hilo/Puna

districts.
The regional management advisory committee for the West
Hawaii region shall have not less than three members who reside

in the North Kohala/South Kohala districts.

Each regional management advisory committee shall select

its own chairperson and vice chairperson and shall adopt rules
governing the [terms—fer] removal of its chairperson from the

[exeecutive—management] community hospital system advisory

committee. [Fa—the—event—ofa—regional—committee—veoting—to

regional management advisory committee may also adopt other

rules as it may consider necessary for the conduct of its
business.

The members of the regional management advisory committees

shall serve without compensation, but shall be reimbursed for

HD2 HMS 2009-3685
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H.D. 2

traveling expenses incurred in the performance of their duties.

The [eexpeoratien] department shall provide for the necessary

expenses of the committees; provided that no expenses may be
incurred without prior authorization by the [ehiefexecutive
effieer-] director.

(b) Each regional management advisory committee shall sit

in an advisory capacity to the [ehief-execeutiveofficer]

department and division on matters concerning the formulation of

regional operational and capital improvement budgets[+] and the

planning, construction, improvement, maintenance, and operation

of [publie-healthfaeilities] the community hospitals within its

en—the—ecorporation—board-] region. Nothing in this section

shall be construed as precluding or preventing the regional

management advisory committees from coordinating their efforts

and activities with the facility administrators within their
counties.

(c) Each regional management advisory committee [ma¥y]

shall prepare a report for inclusion with the [eerperation's]

department's annual report and audit [—whieh—shaltt—inelude—but
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shall-ne—lenger—applty—to—that-regional—-system] . "

SECTION 9. Section 323F-10.5, Hawaii Revised Statutes, is
amended to read as follows:

"§323F-10.5 [Exeeutive publie-health faeility] Community

hospital system management advisory committee; establishment.

(a) There is established [within] the [corperatieon—an-executive

publie—heatth—faeitity] community hospital system management

advisory committee to consist of the chairpersons of each of the

five regional [publtie—health—faeility] management advisory

committees. The [exeeutive] community hospital system

management advisory committee shall [—threugh—its—chairperseons

he i £ o1 . . . :
eorperation—board-] provide advice to the department and

division on the management, operation, and maintenance of the

community hospitals.

HD2 HMS 2009-3685
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S.B. NO. so:

4e)>] (b) The members of the [exeeutiwve] community hospital

system management advisory committee shall serve without

compensation, but shall be reimbursed for reasonable expenses

incurred in the performance of their duties.

shall-ne—longer—apptyto—that—regional—oystems] "

SECTION 10. Section 323F-10.6, Hawaii Revised Statutes, 1is
amended to read as follows:
"§323F-10.6 Peer review and credentialing. Peer review

activities of the community hospitals and its officers and

employees shall be subject to chapters 663 and 671D and all
other provisions and restrictions of medical peer review
committees established by state law."

SECTION 11. Section 323F-21, Hawaii Revised Statutes, is

amended to read as follows:

73 HD2 HMS 2009-3685
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H.D. 2

"§323F-21 Fiscal provisions. (a) There is created in the
state treasury a special fund to be known as the [heatth

systems] community hospital system special fund, into which

shall be deposited all fees, proceeds, reimbursements, and the

like owed to or received by the [ecerperatien—any regionat
system—board;] division and its [faeilities,—except—as—herein

provided-] community hospitals. There shall be established,

within the special fund, regional subaccounts for each regional

system [beardupon—its—establishment]. The special fund and the
regional subaccounts shall be used solely to fulfill the

purposes outlined in this chapter.

iesuing—bonds—]

The [eerporation—and regional—System—beards] department may

provide reasonable reserves for any of the following purposes[+]

with respect to the community hospitals:

SB1673 HD2 HMS 2009-3685
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(1) Insurance deductibles;
(2) The improvement, replacement, or expansion of their

facilities, furniture, fixtures, equipment, or

services; OY

T P I - SUPZ N ~JWE — - PR 2T i WPt U A=) I R T A= = W= 1. X T T ~) oam
= N ' ey D\—\,\A-L..L.L.I.:j A =y L a9 Wy pv-l-t/u-l-“\.—.l—v&l. [ L e g .s.pv.:.u:.;u.u D)’t)b\—ltl

4+4Y] (3) Any other purpose the [eorporation—or—the

fegéeﬁa%—sys%em—beafés—deem] department deems

necessary or appropriate in the performance of [Ehedix]

the department's purposes and responsibilities [+]

regarding the community hospital system.

(b) The [eéfpefa%éeﬁ—beafé—ané—fegéeﬁa%—sys%em—beafés]

department shall [eeltaberatively] develop budgetary guidelines

and annual operating and capital budgets for each [faeilitys]

community hospitai, taking into account anticipated surpluses

from or subsidies to the [faeilities—pursuant—to—theannualt

ga%ée}éﬁes~dese%%bed—%a—%hés—see%éeaT] community hospital,

accumulated [eerporation—and—regionalt] reserves and accounts [+]

payable and receivable, subsidies, if any, that are determined

to be needed from the general fund, and other sources of

[eorporation—wide—and—regionat] income as may be identified.
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4e)] (c) The [eerperatiern] department may [share—in—any

faeilityls] provide for the transfer of a community hospital's

surplus [and-mayoffset—any—faeilityleo-deficits——asprovided

HMS 2009-3685

WA



af
p e =
o =2
LT iy ey

1673
S.D.2
H.D. 2
£he
A TTAL L) and

1

oo
.

St r
Ity
oY

o
et
£ ey
[ g g N 4 8
43 oz
oy
.

LWl - = s e g e g

o asr
]
LY 2 BP0 W

PEEEE Tt W P
T

R I
L1155 0 = 5 4G =y

Pk |
VA A A A 4 o W 20 4

-

o
P8 SN
o= J N R - 40 Sy vy
P I~ =Y
sz
uila
TA LT TIN LmIm e - CA
PET - V=X T

£ £

CTIC o UL Ateo
A P mars ey wy

+h
Ay
“
e

C- TN
O OoITaTy

323=34
TTICT Ty

La 2wy
-

L
L
e
PR P Po = E
LA.LJ.I LJ.L\.L\A\./.I.J\—
+h
af b
L e =
wast.d
e al P e W
TALL
o
4

£
A g vy

A =
= A A A= LI AR A T

el oy sz
oy ros

akbhall
b
[5-Jf ¥ 3.5 mps Sy N 4 G- s S o 1
m
.
BT

g fo s
TN 9% VL WP T A 8 N S WA 7 2 W ML N A N

oOTEET
kh

S-B- NO.
i o
1
T TOraT

4

alhaas
= LITA L
m—i
Q)’ (o=t ey 4
2 b5z
AT CAWS

-

T |
L 3 A o 3 & g e
n

o o i

.

ahlhadl
s rads
OO

1

.
2

ande oy

m.
LSF i 4 S-papp s w = uge LT £ S SRS S Y

[ T3 = =i ey A A=

Py

aszads
a1
E o =

=
WOty STt

E=R= e Mg S S ]

.
=
£aeo

7

ol 101
crabam—toaea-aea-at

i A T

!
a
ar
o
an

3.

.
-

ey

I~

P kB TR

Wy o

FoOTrLECr
canrorde s
oy o e T
a1

4

a0,

1
+

EY
.

1
\F ¥ g

M

a

PP

47
A TTEULTNA = LR LA
w1
ke \avJ.\JJ-LMJ-
N
P
e \43 AN ITA
i

‘

P g A S Sy AT & i iy g 7w e
AN

[0 A e e 2 S IS S
T ey

23
ot

BN |
£ oo
£ e

A A T
Pt W WS T,

3 rves
EO-gualalretT

e

s
asreat om—baasd

i A=A g A )
A v Eg o 4 e e i 4

—
(=

‘
P
Py
T OTAOTTy
eI

1

L
TogToTare

e
1
L B 3 ey
Uj TA
u.l.ou.a.uv J-.LLU
maal
ITCA A ANALTTTWLL L

Por

asrarbom
=1
L B

=i AL A
W I TTYr

PIEE 0 Y
=
ot ead. ooy
AR W e ey .L\.;j_l.\.JLLMJ_

i o G
be
oy —oC

PG
et -oIma
oL
=d

oLy

3.
IO T UL

PN R = T

TITITr T
OTIT

PO

ESp AT pE R 2 S
a0

'
~ epoes
£ £

Gy A Van & i i v

-

O
PRI " =
T T
1
L o o wry
= £+
SRS AT
11O
\AB\J-LL
LOVIEEL
P SN W L\ W 2 A NS N )
£
Ly AT LA
irddaortale
Tha A AL CTUIN WL L
=N
14T xr
.Lba._x
PP L )

-

.

£
JN” v oy
.
L
.
Bl

-

=z
s rat orm—s

.
AL

L)_Z [ vep ey 4 8 )
PN

s rork am
UY e gL vy ) 3 3
af
A

DAIZ
IITY
L1

o
e

2.1
-I-(.L\«J.-I--I-sz

o e

1

ey Inesan
'

2

~zr ]

uﬂb&.\b \-’Ak]-‘--‘-\.—

L OO
TCATD IO IND

=

P D= I B
e
T TiTay

=
PR
“
PYSE TR =3
~r= 1
u_t.lb/-\-uvu_l.

K
£
'
X
P
'
A ern
e
+h

CIICOpTdATT
CTTIC

Az
=iTy

PR R N W

(A= ¥ ng =g mt= ST AT

3

TR L W
[SATT 5 ST A A
o zorde.omm

STy T

Okl

OO TrgaTTOing
no

~Soeranay b

s

Page 43
hese
TS LT .
=1

B

hJJ..\JV - LA A

2
4
5
6
7
8
9
10
11
12
13
14
15

=1

“F

=1

£
F S & 1 e my s gy S g Sy e Y

hheaalisih
TTICT T TTY

et £ 1 nirbld.e
Or—onc—pao 1T

o v A ogeated
TELINA \JtJ\a.I.LAL—.L\JLJ-U

X o,

T OwW

cnch £
oot

16

biidaats e |
T ANA
boaixa.armda Jasr
RN A L& 3 % R .LJ.X
PP i PE= |
TALICK
43

2
5.

3
oz
e

13
+h
L 4 A ey \/U.L_hJ\JJ.M\’_L\J.l.L

]
.«Lu\;-l-.&d-l.—j uu.uj\..p,
P
£
P

£ o

L eI,
AT T

13tz

T O Ty o

+h

LR A ey \.aUJ-hJ\J.«LMbJ.VLJ.
.
2

L0 3 ¥ 3 e g o e g
£

a7l

=
[ S T e g [ W g i am Ny )

.
a

141 PP Y
W T L e i e A
PEPE SN S
AT
8 e e g Sy

s
ok £

|

atr-alhls abad-dyss
P AL v

OO T InoITTTr Y
o= |

L =
e C-OTOTTICT
P

.

=
o a—-COT1tCTT

o
o rort
U.x W e S LEL

Lo
+ 1.1
p e o g w4

-

(£
Tt
O PO T
-3
regt-onmr
]

~E7

PR T, .2 =
e

-
PP Y

AL ey 3 3

0

SB1673 HD2 HMS 2009-3685

a1
ECA% > R A=

17
18
19
21
22



1673
S.D.2
H.D.2

S.B. NO.

Page 44

P | ~ ol
[ 7 5 A0 gy & 4Gy & o

AT
L A \,\J.th\J-I-ML—J-\J.LL

+1h

P aballa a3 Ty
CE—C O Tal T IoTc oy

13 o3

COoOTTpoT e

P I = o}

PeETE S
SO et

4

7350,

I

o1
P o vy w1

3
-

PoK - -3 PO -
LR S ey ey OIS

al

TOX
nrery

Jaz

PN =L I T )
.Lpat/\a\—a‘—.l.v\f_l.j I

PP |

= AR AL IE S A A ]

croid om i

ol

P
FegToraT

O

5

6

+ 1
LT B A -y

EEN WLt £
TCEPOLTTo—0OT

S ol

PP T X W= P2V R~ 2. )
LJ.I.\J VLG A IITA TATTILCATA L

e b an o
=y Y SOOI Tty

b lxr Jasxr

a3 an
RO CCT

7

] to

A enan. gt ] ot o0 ] g e
TG rCO oS ra T T

=1 CRENET.
O TR OV

xrcl oync PECEC T L A= P2V R =N
LA L EJ..UV.LM\.;\J.

O Yoo

o8 . - VG

+
FOFTCCetT
E J

nae.

8
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the community hospitals."

15

is

Hawail Revised Statutes,

Section 323F-22,

SECTION 12.

16

amended to read as follows:

17

disclosure of revenue

Annual audit and report;

"§323F-22

18

The [eerporatien] department shall engage a

(a)

ions.

t

projec

19

certified public accountant to conduct an annual audit of its

20

and records in accordance with

financial affairs, books,

21

[

generally accepted accounting principles.

22
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eé—%he~fegéena%~sye%em—beaféLS—éésea%—yeaff] The [eeoxrperatier]
department shall submit to the governor and the legislature,
within one hundred fifty days after the close of the
[eorporationts] fiscal year, a report that shall include the

audited financial report for that fiscal year for the

[eefpefa%éeﬁ—aﬁé—eaeh—fegéeﬁa}—sys%em—beaféf] division and its

community hospitals.

(b) In addition to the submittal of the audit required

under subsection (a), the [ecerporatien—incooperation—with—the
regienal-systemboards,] department shall submit a report to the

legislature at least twenty days prior to the convening of each

regular session that shall include [but—net—be Timited—to+] the

following:

(1) The projected revenues for each [Beatth—eaxe

faeiltity+] community hospital; and

MS 2009-3685 w
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(2) A list of all proposed capital improvement projects

for the community hospitals that are planned for

implementation during the following fiscal year[+—and

o CC T OS5z oo T

—~

G

Hi
jng

SECTION 13. Section 323F-23, Hawaii Revised Statutes, is
amended to read as follows:
"§323F-23 Exemption from taxation. The [corperation—and

each regional—systembeard] division and community hospitals

shall be exempt from paying any:

(1) Assessments or taxes levied by any county; and

(2) State taxes of any kind."

SECTION 14. Section 323F-31, Hawaii Revised Statutes, is
amended to read as follows:

"§323F-31 [Maintenanee] Notification of planned

substantial reduction of services. (a) The [ecorporation—and

each—regional—saystemboard] department shall notify the

legislature of any planned substantial reduction or elimination

of direct patient care services[~] at a community hospital. The

D2 HMS 2009-3685
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department shall provide the notification at least sixty days

before implementing the planned substantial reduction or

elimination; except that the department may provide the

notification within a shorter period if the planned substantial

reduction or elimination is the result of an emergency situation

that was unforeseeable at least sixty days before

implementation.

[45) : o] 1 . i . e g4
. . SONEY R 3 : ] :
o) he leaisl CE . . . 3 o]
: : ] o e g . .
 ded b facils 3 .
. . 1 3 . 1 i . e .
. N

(b) For the purposes of this section:

"Elimination of service" means a decision on a particular

service that is intended to result in no more operating

expenditure for that service.

"Substantial reduction of service" means a reduction of a

particular service that is reasonably expected to result in an

annual operating expenditure of ten per cent less than the

SB1673 HD2 HMS 2009-3685
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annual actual or budgeted operating expenditure for that service

in the previous fiscal year."

SECTION 15. Section 323F-32, Hawaii Revised Statutes, 1is
amended to read as follows:

"[£]18323F-32[}] Acquisition of Kahuku hospital. (a)
Kahuku hospital on Oahu may be assimilated into the Hawaii
health systems corporation in a manner and to an extent that may

be negotiated between the former Hawaii health systems

corporation and Kahuku hospital. After assimilation, the
physical assets and the ground lease of Kahuku hospital shall
become the property of the corporation, and Kahuku hospital
shall be operated by the corporation.

[tb)}] None of the liabilities of Kahuku hospital shall
become liabilities of the corporation.

[e)>] The corporation, at its discretion, may retain any or
all medical and nonmedical employees of Kahuku hospital.

[4e)] The corporation, without regard to section 323F-31,
may adjust the levels of services provided by Kahuku hospital.

[4+e)r] Kahuku hospital shall be exempt from chapter 102 and
section 103-53, and its board of directors, if any, shall be

exempt from part I of chapter 92.

SB1673 HD2 HMS 2009-3685
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[+£}] The purchase of goods and services by or on behalf of
Kahuku hospital shall be exempt from chapters 103D and 103F.

[4e>]1 Employees of Kahuku hospital shall be exempt from
chapters 76, 87A, 88, and 89, and shall not be considered [as]
employees of the State.

(b) On July 1, 2010, Kahuku hospital shall be placed under

the division and managed, operated, and maintained under the

same terms and conditions as those in effect on June 30, 2010,

or as may be subsequently changed by the division."

SECTION 16. Section 323F-3, Hawaii Revised Statutes, is

repealed.

HMS 2009-3685
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repealed.
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PART II

11

CONFORMING AMENDMENTS

12

to amend various

1s

The purpose of this part

SECTION 26.

13

sections of the Hawaii Revised Statutes to conform to the

14

amendments made under part I.

15

is

Revised Statutes,

ii

Hawa

26-5,

Section

SECTION 27.

16

-
.

amended by amending subsection (e) to read as follows

17

in any

this section shall be construed as

in

+

Nothing

L] (e)

18

1 service laws applicable to the

ivi

manner affecting the ci

19

[er—Ehe—Hawati—health

several counties[+] or the judiciary,

20

-1 which shall

21

remain the same as if this chapter had not been enacted."

22
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SECTION 28. Section 26-35.5, Hawaii Revised Statutes, ig
amended as follows:

1. By amending subsection (a) to read:

"(a) For purposes of this section, "member" means any
person who is appointed, in accordance with the law, to serve on
a temporary or permanent state board, including members of the
local school board of any charter school established under
chapter 302B, council, authority, committee, or commission,
established by law or elected to the board of education, or the

board of trustees of the employees' retirement system under

: i I = o i 3
section 88-24 [—er—the—corporation—beoard-oftheHawar: health

boards—underseetion—323F3-5]; provided that "member" shall not
include any person elected to serve on a board or commission in
accordance with chapter 11 other than a person elected to serve
on the board of education.”

2. By amending subsection (e) to read:

"(e) The attorney general[+] or, in the case of the board

of regents of the University of Hawaii, [4+£s] the university

n 1 n el PN I = S = P PN I o 2 Tommared o of A mm b enany e
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lable to the member under subsect
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is brought has submitted a written

i10n
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t whom the act
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agains
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after being served with the process or complaint. The attorney

general [+—the] or the university general counsel [+—er—an

Sygtems—corporation—or—its-regional—Systemboards] may terminate

the representation and defense of the member at any time if,

after representation and defense is accepted, the attorney

general [+] or the university general counsel [—er—an—atterney

eorperation—orone—of its—regional—systembeards] determines

that indemnification would not be available to the member under
subsection (c)."

SECTION 29. Section 28-8.3, Hawaii Revised Statutes, 1is
amended as follows:

1. By amending subsection (a) to read:

"(a) No departbent of the State other than the attorney
general may employ or retain any attorney, by contract or
otherwise, for the purpose of representing the State or the
department in any litigation, rendering legal counsel to the
department, or drafting legal documents for the department;
provided that the foregoing provision shall not apply to the

employment or retention of attorneys:

SB1673 HD2 HMS 2009-3685
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(1) By the public utilities commission, the labor and
industrial relations appeals board, and the Hawaii
labor relations board;

(2) By any court or judicial or legislative office of the
State; provided that if the attorney general is
requested to provide representation to a court or
judicial office by the chief justice or the chief
justice's designee, or to a legislative office by the
speaker of the house of representatives and the
president of the senate jointly, and the attorney
general declines to provide such representation on the
grounds of conflict of interest, the attorney general
shall retain an attorney for the court, judicial, or
legislative office, subject to approval by the court,
judicial, or legislative office;

(3) By the legislative reference bureau;

(4) By any compilation commission that may be constituted
from time to time;

(5) By the real estate commission for any action involving
the real estate reco&ery fund;

(6) By the contractors license board for any action

involving the contractors recovery fund;

73 HD2 HMS 2009-3685
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25

3]
(4]
5]
[4365-]
[(+#+]
F8]
[£5+]
[+426+]

(23]

S.B. NO. ss:

H.D.2

By the trustees for any action involving the travel
agency recovery fund;
By the office of Hawaiian affairs;
By the department of commerce and consumer affairs for
the enforcement of violations of chapters 480 and
485A;
As grand jury counsel;
By the Hawaiian home lands trust individual claims
review panel;

] i healt] on- .
fegi ei&a} s-:y sEem beafés [ oF ai}? ef E}tei ¥ ﬁaei 3:3:. Ei €8

(12) By the auditor;

(13) By the office of ombudsman;

(14) By the insurance division;

(15) By the University of Hawaii;

(16) By the Kahoolawe island reserve commission;

(17) By the division of consumer advocacy;
(18) By the office of elections;

(19) By the campaign spending commission;

(20) By the Hawaii tourism authority, as provided in

gsection 201B-2.5; or

HD2 HMS 2009-3685
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I\)f\)

[4+22)3] (21) By a department, in the event the attorney
general, for reasons deemed by the attorney general
good and sufficient, declines to employ or retain an
attorney for a department; provided that the governor
thereupon waives the provision of this section."

2. By amending subsection (c¢) to read:

"(c) Every attorney employed by any department on a full-
time basis, except an attorney employed by the public utilities
commission, the labor and industrial relations appeals board,
the Hawaii labor relations board, the office of Hawaiian
affairs, [the Hawaii-health systems—corporation—or—its—regionat
system—boards] the department of commerce and consumer affairs
in prosecution of consumer complaints, the insurance division,
the division of consumer advocacy, the University of Hawaii, the
Hawaii tourism authority as provided in section 201B-2.5, the
Hawaiian home lands trust individual claims review panel, or as
grand jury counsel, shall be a deputy attorney general."

SECTION 30. Section 29-24, Hawaiil Revised Statutes, is
amended by amending subsection (a) to read as follows:

"(a) There is established in the state treasury an
interagency federal revenue maximization revolving fund, into

which shall be deposited all funds and proceeds collected from

HD2 HMS 2009-3685
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the federal government and third-party payers for costs not

previously claimed by the State, [with—the—execeptionof proceeds

eorporation—er—itsregional—systembeardsy] for reimbursement of
federally-funded state programs. For'purposes of this chapter,
federally-funded state programs include but shall not be limited
to those federally-funded programs within the departments of
human services and health, and shall not include the federally-
funded program within the department of education as provided in
section 302A-1406. Expenditures and transfers from the fund
shall be made by the comptroller in proportional allocations
established by the comptroller and the director of finance.
Transfers shall be made to the department claiming the
reimbursement for expenses incurred related to federal fund
reimbursement claims and to the general fund of the State.
Moneys in the fund may be expended for consultant services
rendered under subsection (b)."

SECTION 31. Section 36-27, Hawaii Revised Statutes, is
amended to read as follows:

"§36-27 Transfers from special funds for central service
expenses. Except as provided in this section, and

notwithstanding any other law to the contrary, from time to

HD2 HMS 2009-3685
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time, the director of finance, for the purpose of defraying the
prorated estimate of central service expenses of government in
relation to all special funds, except the:
(1) Special out-of-school time instructional program fund
under section 302A-1310;
(2) School cafeteria special funds of the department of
education;
(3) Special funds of the University of Hawaii;
(4) State educational facilities improvement special fund;
(5) Convention center enterprise special fund under
section 201B-8;
(6) Special funds established by section 206E-6;
(7) Housing loan program revenue bond special fund;
(8) Housing project bond special fund;
(9) Aloha Tower fund created by section 206J-17;
(10) Funds of the employees' retirement system created by
section 88-109; |
(11) Unemployment compensation fund established under
section 383-121;
(12) Hawaii hurricane relief fund established under chapter

431P;

HD2 HMS 2009-3685
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(14)

(23)

Community hospital system special fund under section

323F-21;

Tourism special fund established under section 201B-
1%;

Universal service fund established under chapter 269;
Emergency and budget reserve fund under section 328L-
3;

Public schools special fees and charges fund under
section 302A-1130(f);

Sport fish special fund under section 187A-9.5;
Neurotrauma special fund under section 321H-4;
Deposit beverage container deposit special fund under
section 342G-104;

Glass advance disposal fee special fund established by
section 342G-82;

Center for nursing special fund under section 304A-
2163;

Passenger facility charge special fund established by

section 261-5.5;

HD2 HMS 2009-3685
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Solicitation of funds for charitable purposes special
fund established by section 467B-15;

Land conservation fund established by section 173A-5;
Court interpreting services revolving fund under
section 607-1.5;

Trauma system special fund under section 321-22.5;
Hawaii cancer research special fund;

Community health centers special fund;

Emergency medical services special fund; and

Rental motor vehicle customer facility charge special

fund established under section 261-5.6;

shall deduct five per cent of all receipts of all other special

funds, which deduction shall be transferred to the general fund

of the State and become general realizations of the State. All

officers of the State and other persons having power to allocate

or disburse any special funds shall cooperate with the director

in effecting these transfers. To determine the proper revenue

base upon which the central service assessment is to be

calculated, the director shall adopt rules pursuant to chapter

91 for the purpose of suspending or limiting the application of

the central service assessment of any fund. ©No later than

twenty days prior to the convening of each regular segsion of

HMS 2009-3685
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the legislature, the director shall report all central service
assessments made during the preceding fiscal year."
SECTION 32. Section 36-30, Hawaii Revised Statutes, is
amended by amending subsection (a) to read as follows:
"(a) FEach special fund, except the:
(1) Transportation use special fund established by section
261D-1;
(2) Special out-of-school time instructional program fund
under section 302A-1310;
(3) School cafeteria special funds of the department of
education;
(4) Special funds of the University of Hawaii;
(5) State educational facilities improvement special fund;
(6) Special funds established by section 206E-6;
(7) Aloha Tower fund created by section 206J-17;
(8) Funds of the employees' retirement system created by
section 88-109;
(9) Unemployment compensation fund established under
gsection 383-121;
(10) Hawaii hurricane relief fund established under chapter

431P;
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(20)

(22)

S.B. NO. =

H.D. 2

Convention center enterprise special fund established
under section 201B-8;

[ i healtd ‘ . ol fund :
the—subaccounts—of its—regional-system boardsy]

Community hospital system special fund under section

323F-21;

Tourism special fund established under section 201B-
11;

Universal service fund established under chapter 269;
Emergency and budget reserve fund under section 328L-
3;

Public schools special fees and charges fund under
section 302A-1130(f);

Sport fish special fund under section 187A-9.5;
Neurotrauma special fund under section 321H-4;

Center for nursing special fund under section 304A-
2163;

Passenger facility charge special fund established by
section 261-5.5;

Court interpreting services revolving fund under
section 607-1.5;

Trauma system special fund under section 321-22.5;

2009-3685
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(23) Hawaii cancer research special fund;
(24) Community health centers special fund;
(25) Emergency medical services special fund; and
(26) Rental motor vehicle customer facility charge special

fund established under sgection 261-5.6,

shall be responsible for its pro rata share of the
administrative expenses incurred by the department responsible
for the operations supported by the special fund concerned."

SECTION 33. Section 37-34, Hawaii Revised Statutes, is
amended by amending subsection (c) to read as follows:

"(c) Any other law to the contrary notwithstanding,
general fund appropriations for the operating expenses of

community hospitals and other public health facilities of the

department of health shall be made available to the [publie

health faeiltities] department for expenditure during any

allotment period."

SECTION 34. Section 37-53, Hawaii Revised Statutes, is
amended to read as follows:

n§37-53 Transfer of special funds. At any time during a
fiscal year, notwithstanding any other law to the contrary, any
department may, with the approval of the governor or the

director of finance if so delegated by the governor, transfer
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from any special fund relating to such department to the general
revenues of the State all or any portion of moneys determined to
be in excess of fiscal year requirements for such special fund,
except for special funds under the control of the department of
transportation relating to highways, airports, transportation

use, and harbors activities, [speeiat—funds—under—the—eontrol—of

= b IO TN T T 22NN . o = PPE ot )
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controlof-itg—regionat—systemboardsy] the community hospital

system special fund, and special funds of the University of

Hawaii. At any time the department of transportation, with the
approval of the governor or the director of finance if so
delegated by the governor, may transfer from any special fund
under the control of the department of transportation, or from
any account within any such special fund, to the general
revenues of the State or to any other special fund under the
control of the department of transportation all or any portion
of moneys determined to be in excess of requirements for the
ensuing twelve months determined as prescribed by rules adopted
pursuant to chapter 91; provided that no such transfer shall be
made which would cause a violation of federal law or federal

grant agreements."”
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SECTION 35. Section 37-74, Hawaii Revised Statutes, 1is

amended by amending subsection (d) to read as follows:

10

11
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18

19
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" (d)

programs

No appropriation transfers or changes between

or agencies shall be made without legislative

authorization; provided that:

(1) Authorized transfers or changes, when made, shall be
reported to the legislature;
(2) Except with respect to appropriations to fund

financing agreements under chapter 37D, the University

of Hawaii shall have the flexibility to transfer

appropriated funds and positions for the operating

cost category among programs, among cost elements in a

program, and between quarters, as applicable; except
with respect to appropriations to fund financing
agreements under chapter 37D, the department of
education shall have the flexibility to transfer
appropriated funds and positions for the operating
cost category among programs and among cost elements
in a program, and between quarters, as applicable;
[and—t] i healt] . 3 4
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and

The university and the department of education shall
account for each transfer implemented under this
subsection in quarterly reports to the governor and
annual reports at the end of each fiscal year to the
legislature and the governor, which shall be prepared
in the form and manner prescribed by the governor and
shall include information on the sources and uses of

the transfer.™"
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SECTION 36. Section 37D-1, Hawaii Revised Statutes, is
amended by amending the definition of "agency" to read as
follows:

"nAgency" means the judiciary, any executive department,
independent commission, board, authority, bureau, office, other
establishment of the State (except the legislature and its
agencies), or public corporation that is supported in whole or

in part by state funds, or any agent thereof, authorized by law

to expend available moneys [+—provided—that—theHawaii—healtth

SECTION 37. Section 37D-2, Hawaii Revised Statutes, is
amended to read as follows:

"§37D-2 Financing agreements. (a) There is hereby
established and authorized the financing agreement program of
the State. Any agency desiring to acquire or improve projects
through the financing agreement program established and
authorized by this chapter shall submit a written request to the
department providing any information that the department shall
require. Notwithstanding any other law to the contrary, [end

£ o 1 Il gnaa  Ihma il  caxzed mmar  aveyaman owon o
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regional-systembeardsy] only with the approval by the attorney
general as to form and legality and upon the written request of
one or more agencies may the department enter into a financing
agreement in accordance with this chapter, and only with the
approval by the attorney general as to form and legality, and by
the director as to fiscal responsibility, and upon the written
fequest of an agency, the agency may enter into a financing
agreement in accordance with this chapter, except that the
department of education may enter into a financing agreement in
accordance with section 36-32 with the concurrence of the
director and with the approval of the attorney general as to
form and legality; and that the board of regents of the
University of Hawaii may enter into a financing agreement in
accordance with this chapter without the approval of the
director and of the attorney general as to form and legality if
the principal amount of the financing agreement does not exceed
$3,000,000. A financing agreement may be entered into by the
department on behalf of one or more agencies, or by an agency,
at any time (before or after commencement or completion of any
improvements or acquisitions to be financed) and shall be upon
terms and conditions the department finds to be advantageous.

In each case of a written request by the judiciary to

673 HD2 HMS 2009-3685
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participate in the financing agreement program, the department
shall implement the request; provided that the related financing
agreement shall be upon terms and conditions the department
finds to be advantageous. Any financing agreement entered into
by the department without the approval, or by an agency without
the approvals required by this section shall be void and of no
effect. A single financing agreement entered into by the
department may finance a single item or multiple items of
property to be used by multiple agencies or may finance a single
item or multiple items of property to be used by a single
agency. If the financing agreement is by the department, the
department shall bill any agency that benefits from property
acquired with the proceeds of a financing agreement for the
agency's pro rata share of:
(1) The department's costs of administration of the
financing agreement program; and
(2) The financing costs, including the principal and

interest components of the financing agreement and

insurance premiums,
on a monthly or other periodic basis, and may deposit payments
received in connection with the billings with a trustee as

security for the financing agreement. Any agency receiving such

D2 HMS 2009-3685
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a bill shall be authorized and shall pay the amounts billed from
available moneys.

If a financing agreement is by an agency, the agency shall
deposit on a monthly or other periodic basis with the
department, payments from available moneys with respect to the
agency's financing costs, including the principal and interest
components of the financing agreement and insurance premiums,
which payments the department may deposit with a trustee as
security for the financing agreement. The department may bill
an agency for the department's costs of administering the
agency's payments and the agency receiving such a bill shall be
authorized to and shall pay the amounts billed from available
moneys.

(b) Financing agreements shall be subject to the following
limitations:

(1) Amounts payable by:an agency to or upon the direction
of the department in respect to a project and by the
department or an agency under a financing agreement
shall be limited to available moneys. In no
circumstance shall the department or an agency be
obligated to pay amounts due under a financing

agreement from any source other than available moneys.
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If, by reason of insufficient available moneys or
other reason, amounts due under a financing agreement
are not paid when due, the lender may exercise any
property right that the department or the agency has
granted to it in the financing agreement, against the
property that was purchased with the proceeds of the
financing agreement, and apply the amounts so received
toward payments scheduled to be made by the department
or the agency under the financing agreement;

No property rights may be granted in property unless
the property is being acquired, is to be substantially
improved, is to be refinanced with the proceeds of a
financing agreement, or is land on which the property
is located;

Notwithstanding any other law to the contrary, and
except [fer—the-Hawaii—health—systems—corporation—and
its—regional—systemboards—and] as otherwise provided

in this section with respect to the department of

education and the University of Hawaii, [anrd—except—as

 ed i o] : : i peaies
. »  cnal : ‘o]

an agency shall not have the power to enter into a
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financing agreement, except as authorized by this
chapter, and nothing in this chapter shall be
construed to authorize the sale, lease, or other
disposition of property owned by an agency;

(4) Except as otherwise provided in this section with
respect to the department of education and the
University of Hawaii, the sale, assignment, or other
disposition of any financing agreements, including
certificates of participation relating thereto, shall
require the approval of the director; and

(5) The department or the agency proposing to enter into a
financing agreement shall not be subject to
éhapter 103D and any and all other requirements of law
for competitive bidding for financing agreements."

SECTION 38. Section 41D-2, Hawaii Revised Statutes, is
amended by amending subsection (b) to read as follows:

"(b) Any provision in this section to the contrary
notwithstanding, the University of Hawaii (as to casualty
insurance risks only), the Research Corporation of the
University of Hawaii (as to casualty insurance risks only), and

the community hospitals and other public health facilities of

the department of health (with respect to medical malpractice
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risks only)[7—aﬁé—%he—Hawaé%—hea%%h—sys%emﬁ—eefﬁefa%éeﬁwaﬁdmé%s
regional-—systembeards] shall be exempt from the requirements of
this chapter.”

SECTION 39. Section 76-11, Hawaii Revised Statutes, is

amended as follows:

1. By amending the definition of "chief executive" to
read:

nnchief executive" means the governor, the respective
mayors, and the chief justice of the supreme court [—and—the

hicf . ces £ ] L5 healt]
eerporatien] . It may include the superintendent of education
and the president of the University of Hawaii with respect to
their employees on any matter that applies to employees in
general, including employees who are not covered by this
chapter."

2. By amending the definition of "employer" or "public
employer" to read:

"nEmployer" or "public employer" means the governor in the
case of the State, the respective mayors in the case of the
counties, the chief justice of the supreme court in the case of
the judiciary, the board of education in the case of the

department of education, the board of regents in the case of the
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any individual who represents one of the employers or acts in
their interest in dealing with public employees. In the case of
the judiciary, the administrative director of the courts shall
be the employer in lieu of the chief justice for purposes which
the chief justice determines would be prudent or necessary to
avoid conflict."”

3. By amending the definition of "jurisdiction" to read:

nnJurisdiction" means the State, the city and county of
Honolulu, the county of Hawaii, the county of Maui, the county
of Kauai, the judiciary, the department of education, and the
University of Hawaiil [+——and—the—Havwaii—healthsystems
corperation] . "

4. By amending the definition of "legislative body" to
read:

"wLegislative body" means the legislature in the case of
the State, including the judiciary, the department of education,
and the University of Hawali [—and—the Hawaii—health—systems
eerporation]; the city council in the case of the city and
county of Honolulu; and the respective county councils in the

case of the counties of Hawaii, Maui, and Kauai."

D2 HMS 2009-3685

WA



10

11

12

13

14

15

16

17

18

19

20

21

22

Page 93 1673
SIBI NOI S.D.2

H.D.2

SECTION 40. Section 76-47, Hawaii Revised Statutes, is
amended by amending subsection (c) to read as follows:

"(c) The merit appeals board shall adopt rules of practice
and procedure consistent with section 76-14 and in accordance
with chapter 91, except that, in the case of the judiciary [and
the Hawaiihealthsystems—corporatien] , the adoption, amendment,

or repeal of rules shall be subject to the approval of [&heisr

respeetive—chief exeeutives-] the chief justice. The rules

shall recognize that the merit appeals board shall sit as an
appellate body and that matters of policy, methodology, and
administration are left for determination by the director. The
rules may provide for the sharing of specific expenses among the
parties that are directly incurred as a result of an appeal as
the merit appeals board deems would be equitable and
appropriate, including but not limited to expenses for
transcription costs or for services, including traveling and per
diem costs, provided by persons other than the board members or
permanent staff of the board. Official business of the merit
appeals board shall be conducted in meetings open to the public,
except as provided in chapter 92."

SECTION 41. Section 89-2, Hawaii Revised Statutes, is

amended as follows:

73 HD2 HMS 2009-3685
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1. By amending the definition of "employer" or "public
employer" to read:

"nEmployer" or "public employer" means the governor in the
case of the State, the respective mayors in the case of the
counties, the chief justice of the supreme court in the case of
the judiciary, the board of education in the case of the
department of education, the board of regents in the case of the
University of Hawaii, [theHawaii—health—systems—eorporation
board—inthecase—ofthe Hawaiihealtth systems—ecorporationy] and
any individual who represents one of these employers or acts in
their interest in dealing with public employees. In the case of
the judiciary, the administrative director of the courts shall
be the employer in lieu of the chief justice for purposes which
the chief justice determines would be prudent or necessary to
avoid conflict."

2. By amending the definition of "jurisdiction" to read:

"nJurisdiction" means the State, the city and county of
Honolulu, the county of Hawaii, the county of Maui, the county
of Kauai, and the judiciary [-—ard—theHawaii—health systems
eorperatien] "

3. By amending the definition of "legislative body" to

read:
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"nLegislative body" means the legislature in the case of
the State, including the judiciary, the department of education,
and the University of Hawaii [-—and—theHawaii—health systems
eorporation]; the city council, in the case of the city and
county of Honolulu; and the respective county councils, in the
case of the counties of Hawaii, Maui, and Kauai."

SECTION 42. Section 89-6, Hawaii Revised Statutes, is
amended by amending subsection (d) to read as follows:

"(d) For the purpose of negotiating a collective
bargaining agreement, the public employer of an appropriate
bargaining unit shall mean the governor together with the
following employers:

(1) For bargaining units (1), (2), (3), (4), (9), (10),
and (13), the governor shall have six votes and the
mayors, and the chief justice [+—and—the Hawaii—heatth
systems—corporation—beard] shall each have one vote if
they have employees in the particular bargaining unit;

(2) For bargaining units (11) and (12), the governor shall
have four votes and the mayors shall each have one
vote;

(3) For bargaining units (5) and (6), the governor shall

have three votes, the board of education shall have

B1673 HD2 HMS 2009-3685
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two voteg, and the superintendent of education shall
have one vote;

(4) For bargaining units (7) and (8), the governor shall
have three votes, the board of regents of the
University of Hawaii shall have two votes, and the
president of the University of Hawaii shall have one
vote.

Any decision to be reached by the applicable employer group
shall be on the basis of simple majority, except when a
bargaining unit includes county employees from more than one
county. In such case, the simple majority shall include at
least one county."

SECTION 43. Section 89C-1.5, Hawaii Revised Statutes, is
amended by amending the definition of "appropriate authority" to
read as follows:

"wAppropriate authority" means the governor, the respective
mayors, the chief justice of the supreme court, the board of
education, the board of regents, [theHawaii—health—{|eystemst
corporation—beard,] the auditor, the ombudsman, and the director
of the legislative reference bureau. These individuals or
boards may make adjustments for their respective excluded

employees.”
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SECTION 44. Section 102-2, Hawaii Revised Statutes, is

amended by amending subsection (b) to read as follows:

n (b)

The bidding requirements of subsection (a) shall not

apply to concessions or space on public property set aside for

the following purposes:

(1)

For operation of ground transportation services and
parking lot operations at airports, except for motor
vehicle rental operations under chapter 437D;

For lei vendors;

For airline and aircraft operations;

For automatic teller machines and vending machines,
except vending machines located at public schools
operated by blind or visually handicapped persons in
accordance with section 302A-412;

For operation of concessions set aside without any
charge;

For operation of concessions by handicapped or blind
persons; except concessions operated in the public
schools by blind or visually handicapped persons in
accordance with section 302A-412;

For operation of concessions on permits revocable on

notice of thirty days or less; provided that no such
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permits shall be issued for more than a one year
period;
(8) For operation of concessions or concession spaces for

a beach service association dedicated to the
preservation of the Hawaii beach boy tradition,
incorporated as a nonprofit corporation in accordan
with state law, and whose members are appropriately
licensed or certified as required by law;

(9) For operation of concessions at county zoos, botani
gardens, or other county parks which are
environmentally, culturally, historically, or
operationally unique and are supported, by nonprofi
corporations incorporated in accordance with state
solely for purposes of supporting county aims and
goals of the zoo, botanic garden, or other county

park, and operating under agreement with the

appropriate agency solely for such purposes, aims,
goals;
(10) For operation of concessions that furnish goods or

services for which there is only one source, as

determined by the head of the awarding government
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agency in writing that shall be included in the
contract file; and
For operation of concession or concession spaces at
the convention center under chapter 201B[+—and

£ el . £ i L5 healtl

. » . : ]

SECTION 45. Section 103-53, Hawaii Revised Statutes, is

amended by amending subsection (e) to read as follows:

n (e)

(1)

This section shall not apply to:
Any procurement of less than $25,000 or that is
considered a small purchase under section 103D-305 and
any state or county department contract of less than
$25,000;

Emergency purchases for the procurement of goods,
services, or construction under section 103D-307,
disaster relief under chapter 127, or a civil defense
emergency under chapter 128;

Granteg and subsidies disbursed by a state agency
pursuant to chapter 42F or in accordance with
standards provided by law as required by article VII,

section 4, of the State Constitution, or made by the
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counties pursuant to their respective charters or

ordinances;

(4) Contracts or agreements between government agencies;

(5) Contracts or agreements to disburse funds:

(&)

(C)

(D)

(E)

To make payments to or on behalf of public
officers and employees for salaries, fringe
benefits, professional fees, and reimbursements;
To satisfy obligations required to be paid by
law, including fees, judgments, settlements, and
other payments for resolving claims;

To make refunds or return funds held by the State
or county as trustee, custodian, or bailee;

For entitlement programs, including public
assistance, unemployment, and workers'
compensation programs, established by state or
federal law;

For deposit, investment, or safekeeping,
including sums to pay expenses related to their
deposit investment, or safekeeping;

For loans under government-administered loan

programs,; or
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(@) To make periodic, recurring payments for utility
services; and

(6) Rent for the use_ or occupation of the premises and

facilities at Aloha Stadium, the convention center, or
any other state or county large spectator events
facility [+—and

{7y Contrackts—or-agreements—of—theHawaii—heatth—systems

corporation—and—itts—regional—-system-beards] . "

SECTION 46. Section 103D-102, Hawaii Revised Statutes, is
amended to read as follows:

"§103D-102 Application of this chapter. (a) This chapter
shall apply to all procurement contracts made by governmental
bodies whether the consideration for the contract is cash,
revenues, realizations, receipts, or earnings, any of which the
State receives or is owed; in-kind benefits; or forbearance;
provided that nothing in this chapter or rules adopted hereunder
shall prevent any governmental body from complying with the
terms and conditions of any other grant, gift, bequest, or
cooperative agreement.

(b) Notwithstanding subsection (a), this chapter shall not

apply to contracts by governmental bodies:

SB1673 HD2 HMS 2009-3685
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(1) Solicited or entered into before July 1, 1994, unless
the parties agree to its application to a contract
solicited or entered into prior to July 1, 1994;

(2) To disburse funds, irrespective of their source:

(A) For grants or subsidies as those terms are
defined in section 42F-101, made by the State in
accordance with standards provided by law as
required by article VII, section 4, of the State
Constitution; or by the counties pursuant to
their respective charters or ordinances;

(B) To make payments to or on behalf of public
officers and employees for salaries, fringe
benefits, professional fees, or reimbursements;

(C) To satisfy obligations that the State is required
to pay by law, including paying fees, permanent
settlements, subsidies, or other claims, making
refunds, and returning funds held by the State as
trustee, custodian, or bailee;

(D) For entitlement programs, including public
assistance, unemployment, and workers'
compensation programs, established by state or

federal law;
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(E) For dues and fees of organizations of which the
State or its officers and employees are members,
including the National Association of Governors,
the National Association of State and County
Governments, and the Multi-State Tax Commission;

(F) For deposit, investment, or safekeeping,
including expenses related to their deposit,
investment, or safekeeping;

(@) To governmental bodies of the State;

(H) As loans, under loan programs administered by a
governmental body; and

(I) For contracts awarded in accordance with chapter
103F [=];

To procure goods, services, or construction from a

governmental body other than the University of Hawaii

bookstores, from the federal government, or from
another state or its political subdivision;

To procure the following goods or services which are

available from multiple sources but for which

procurement by competitive Means ig either not

practicable or not advantageous to the State:
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Services of expert witnesses for potential and
actual litigation of legal matters involving the
State, its agencies, and its officers and
employees, including administrative quasi-
judicial proceedings;

Works of art for museum or public display;
Research and reference materials including books,
maps, periodicals, and pamphlets, which are
published in print, video, audio, magnetic, or
electronic form;

Meats and foodstuffs for the Kalaupapa
gsettlement;

Opponents for athletic contests;

Utility services whose rates or prices are fixed
by regulatory processes oOr agencies;
Performances, including entertainment, speeches,
and cultural and artistic presentations;

Goods and services for commercial resale by the
State;

Services of printers, rating agencies, support

facilities, fiscal and paying agents, and
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registrars for the issuance and sale of the
State's or countiesg' bonds;

Services of attorneys employed or retained to
advise, represent, or provide any other legal
service to the State or any of its agencies, on
matters arising under laws of another state or
foreign country, or in an action brought in
another state, federal, or foreign jurisdiction,
when substantially all legal services are
expected to be performed outside this State;
Financing agreements under chapter 37D; and
Any other goods or services which the policy
board determines by rules or the chief
procurement officer determines in writing is
available from multiple sources but for which
procurement by competitive means is either not

practicable or not advantageous to the State; and

Which are specific procurements expressly exempt from

any or all of the requirements of this chapter by:

(A)

References in state or federal law to provisions

of this chapter or a section of this chapter, or

HD2 HMS 2009-3685

A



=]

10

11

12

13

14

15

16

17

18

19

20

21

22

S B. NO. o

S.D.2
H.D. 2

references to a particular requirement of this
chapter; and
(B) Trade agreements, including the Uruguay Round

General Agreement on Tariffs and Trade (GATT)

which require certain non-construction and non-

software development procurements by the

comptroller to be conducted in accordance with

its terms.

4é)>] (¢) Governmental bodies making procurements which are

exempt from this chapter are nevertheless encouraged to adopt
and use provisions of this chapter and its implementing rules
appropriate; provided that the use of one or more provisions
shall not constitute a waiver of the exemption conferred and
subject the procurement or the governmental body to any other
provision of this chapter."

SECTION 47. Section 103D-203, Hawaii Revised Statutes,
amended by amending subsection (a) to read as follows:

"(a) The chief procurement officer for each of the

following state entities shall be:
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The judiciary--the administrative director of the
courts;

The senate--the president of the senate;

The house of representatives--the speaker of the house
of representatives;

The office of Hawaiian affairs--the chairperson of the
board;

The University of Hawaii--the president of the
University of Hawaii;

The department of education, excluding the Hawaii
public library system--the superintendent of

education; and

. ces £ the u i healtl
eeorporation;—and

(7) The remaining departments of the executive branch
of the State and all governmental bodies
administratively attached to them--the administrator

of the state procurement office of the department of

accounting and general services."
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PART IIT.
TRANSITION PROVISIONS FOR TRANSFER OF COMMUNITY HOSPITALS
TO DEPARTMENT OF HEALTH

SECTION 48. Except as .otherwise provided, on June 30,
2010, the Hawaii health systems corporation and its regional
systems shall be abolished and cease to exist.

SECTION 49. On July 1, 2010, jurisdiction over the
community hospitals shall be transferred to the department of
health from the Hawaii health systems corporation and its
regional boards.

On July 1, 2010, the real property and interest therein
held by the Hawaii health systems corporation and its regional
boards shall be transferred to the department of health.

On July 1, 2010, all certificates, licenses, permits, and
other approvals required by state law for the operation of the
community hospitals that are held on June 30, 2010, by the
Hawaii health systems corporation or any of its regional systems
or facilities shall be transferred to the department of health,
division of community hospitals, without necessity of re-
application or re-approval; except that the transfer shall not
apply if prohibited by federal law. If the transfer of a

certificate, license, permit, or other approval is prohibited by

73 HD2 HMS 2009-3685
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federal law, the director of health shall apply for the
transfer, issuance, or renewal of the certificate, license,
permit, or othér approval in accordance with section 61 of this
Act.

SECTION 50. (a) Except as otherwise provided under parts
I and II, on July 1, 2010, the rights, powers, functions, and
duties of the Hawaii health systems corporation and its regional
boards are transferred to the department of health.

(b) On July 1, 2010, all officers and employees whose
functions are transferred by this Act shall be transferred with
their functions and shall continue to perform their regular
duties upon their transfer, subject to the state personnel laws
and this Act; except that an officer or employee whose position
is no longer authorized under the General Appropriations Act of
2009 or any subsequent appropriations act shall not be
transferred.

(¢) No officer or employee who has been transferred
pursuant to subsection (b) and who has tenure shall suffer any
loss of salary, seniority, prior service credit, vacation, sick
leave, or other employee benefit or privilege as a consequence

of this Act.
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(d) If a position held by an officer or employee having
tenure is no longer authorized under the General Appropriations
Act of 2009 or any subsequent appropriations act, the
termination or movement to another position of the officer or
employee shall be subject to the appropriate collective
bargaining agreement.

SECTION 51. Except when inconsistent with part I or IT,
all rules, policies, procedures, guidelines, and other material
adopted or developed by the Hawaii health systems corporation or
its regional boards shall be transferred to the department of
health on July 1, 2010, and shall remain in full force and
effect until amended or repealed by the department.

SECTION 52. On July 1, 2010, all furniture, fixtures,
equipment, machines, records, files, supplies, books, papers,
documents, maps, and other personal property heretofore made,
used, or acquired or held by the Hawaii health systems
corporation or its regional boards shall be transferred to the
department of health.

SECTION 53. (a) Except as otherwise provided under
subsection (b), contracts of the Hawaii health systems
corporation or its regional boards in effect on June 30, 2010,

shall be transferred to the department of health on July 1,
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2010, and the department shall assume all obligations and be

entitled to all goods or services under the transferred

contracts.
(b) If any contract transferred under subsection (a)
includes a termination for convenience clause, and if the

department of health finds that the continuation of the contract
is no longer in the public interest, the department of health
shall terminate the contract.

(¢) Subsection (b) shall not authorize the department of
health to terminate or modify any collective bargaining
agreement, including memoranda of agreement, with any exclusive
representative of public employees employed at a community
hospital unless the exclusive representative agrees to the
termination or modification.

SECTION 54. (a) On July 1, 2010, the department of health
shall assume all liabilities and debts of the Hawaii health
systems corporation, including those assumed by the corporation
from the former division of community hospitals. The department
of health shall report to the legislature the total amount of
the liabilities and debts assumed from the Hawaii health systems

corporation and an itemization by person owed.
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(b) Nothing in this section shall prohibit the department
of health, through the attorney general, from recovering from
any person any portion of a liability or debt assumed by the
department that was incurred by fraudulent action of the person.

SECTION 55. This Act does not affect rights and duties
that matured, penalties that were incurred, and proceedings that
were begun before its effective date.

PART IV

STUDY OF PERMANENT STRUCTURE FOR THE COMMUNITY HOSPITALS

SECTION 56. Purpose. The purpose of this part is to
establish a community hospitals transition committee to conduct
a study of a permanent structure for the organization and
funding of the community hospitals.

SECTION 57. Community hospitals transition committee;
established, membership, filling of wvacancy, staff support. (a)
There is established a community hospitals transition committee
within the department of health for administrative purposes.

The transition committee shall comprise the sgsame persons who
served as members of the Hawali health systems corporation's
finance, information systems, and audit committee on June 30,

2009, and:

SB1673 HD2 HMS 2009-3685
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(1) Two persons who reside on the island of Maui, one
person to be appointed by the president of the senate
and one person to be appointed by the speaker of the
house of representatives; and

(2) Two persons who reside on the island of Kauai, one
person to be appointed by the president of the senate
and one person to be appointed by the speaker of the
house of representatives.

(b) Any vacancy on the transition committee that occurs
after June 30, 2009, shall be filled by the appointing authority
who appointed the member whose position needs to be filled.

(¢) The transition committee shall select its chairperson
and other officers and establish procedures and policies for the
conduct of meetings.

(d) Members of the transition committee shall serve
without compensation, but shall be reimbursed for traveling
expenses incurred in the performance of their duties. The
department shall provide for the necessary expenses of the
committee from the funds appropriated for its general
administration; provided that no expenses may be incurred

without prior authorization of the director of health.
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The department of health shall provide staff support

to the transition committee.

SECTION 58. Duties of transition committee. (a) The

transition committee shall conduct an:

(1)

Assessment of the existing and projected health care
needs of the communities presently served by the
community hospitals and make recommendations on the
types and levels of health care service that should be
provided by the community hospitals in those
communities;

Analysis of alternative operational structures for the
community hospital system, citations of the state
statutes that require amendment to implement the
different structures analyzed, and make
recommendations on the optimal structure to deliver
community hospital services in the communities
presently served;

Examination of various revenue sources that may be
dedicated to subsidizing the operating deficits of the
community hospitals and make recommendations on the

best revenue source for dedication; and
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Evaluation of whether the Maui region of the Hawaii

health systems corporation should be permitted to

separate from the corporation and state government and

operate as an independent entity. If the committee

finds that the Maui region should be permitted to

separate, the committee shall also recommend:

(A)

The best organizational structure or legal entity
form for the Maui region;

The real property, furniture, fixtures,
equipment, and other assets that should be
transferred to the Mauili region;

The liabilities, debtsg, and obligations that
should be transferred to the Maui region; and

If deemed appropriate and necessary, any revenue
source or level of general fund subsidy that

should be provided to the Maui region.

The transition committee shall submit its findings and

recommendations to the legislature and governor by January 1,

2011.

(c)

recommendations,

Following the submittal of the findings and

the transition committee shall be available for
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consultation with the legislature upon reasonable notice until
such time as the transition committee is terminated.

SECTION 59. Termination of transition committee. The
transition committee shall terminate on June 30, 2011.

SECTION 60. Legislative intent. The legislature intends
to review the findings and recommendations of the transition
chmittee and enact legislation during the regular session of
2011 to establish a permanent structure for the community
hospital system to become effective on July 1, 2012. The
legislature intends that the period from the enactment of the
legislation passed during the regular session of 2011 to July 1,
2012 will provide time for an orderly transition to the
permanent structure.

PART V

SECTION 61. After June 30, 2009, the director of health
shall apply for the transfer, issuance, or renewal of all
certificates, licenses, permits, and other approvals required by
federal law for the operation of the community hospitals by the
department of health, division of community hospitals, and
eligibility of the community hospitals for federal medicare and
medicaid funds. If any such certificate, license, permit, or

other approval is not transferred, issued, or renewed by July 1,
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2010, the director of health shall submit a report to the
legislature identifying the certificate, license, permit, or
other approval and the reason for the lack of transfer,
issuance, or renewal.

PART VI

SECTION 62. Statutory material to be repealed is bracketed

and stricken. New statutory material is underscored.

SECTION 63. This Act shall take effect on July 1, 2009;

provided that:

(1) Parts I, II, and III of this Act shall take effect on
July 1, 2010;

(2) Part I of this Act and chapter 323F, Hawaii Revised,
Statutes, shall be repealed on June 30, 2012;

(3) The amendment made to section 28-8.3(a) (12), Hawaii
Revised Statutes, in section 29 of this Act, shall not
be repealed when that section is repealed and
reenacted on June 30, 2010, pursuant to Act 306,
Segsion Laws of Hawaiil 2006;

(4) The amendment made to section 89-6(d), Hawail Revised
Statutes, in section 42 of this Act, shall not be

repealed when that section is repealed and reenacted
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on July 1, 2010, pursuant to Act 5, Special Session

Laws of Hawaii 2008.
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Report Title:
Community Hospitals; Transfer to Department of Health

Description:

Transfers the community hospitals of the state government to the
department of health from the Hawaii health systems corporation
and abolishes the corporation and its regional boards. Provides
for the repeal of the transfer provisions and enabling law for
the community hospitals on June 30, 2012. Establishes a
transition committee to conduct a study to determine a permanent
structure for the community hospitals and requires a report
before 1/1/2011. (SB1673 HD2)
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