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EXECUTIVE CHAMBERS

HONOLULU

LINDA LINGLE
GOVERNOR

June 28, 2010

The Honorable Colleen Hanabusa, President
and Members of the Senate

Twenty-Fifth State Legislature

State Capitol, Room 409

Honolulu, Hawaii 96813

Dear Madam President and Members of the Senate:

This is to inform you that on June 28, 2010, the following bill was signed into law:

SB2842 SD2 HD1 CD1 A BILL FOR AN ACT
RELATING TO THE PERMITTED TRANSFERS IN
TRUST ACT.

ACT 182 (10)

Sincerely,

Z<Z

LINDA LIN
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'THESENATE o 2842
TWENTY-FIFTH LEGISLATURE 2010 : S B N O SD.2
STATE OF HAWAI - H.D.1

CD.1

A BILL FOR AN ACT

,_RELATING:TO THE PERMITTED TRANSFERS IN TRUST ACT.'

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

SECTION 1. Hawaili relles heavily on the travel 1ndustry as
an economic engine. Because of instabilities in that industry,

the Staté must seék out other sources of revenue to help

stabilize the current budget crisis and fuel future economic

growth. Hawaii can build on proven domestié and international
estate and financial planningvméthodologiés to amend its laws
for the purpose of attracting foreign-source capital.

_‘The intent of this Act is to offer incentivés to high
nét—worth individuals throughout.the ﬁnited States aﬁd
throughout the.world to'transfér.a,poftion‘of their.liquid net
worth into this State for asset,and'truétvmanagement. This Act
is designed to increase‘the éssets Under'ménagemeht by Hawaii‘é
private financial sector, increase state tax revenues, and
pOsition the State as a wdrldfciass financial management
jﬁrisdiction. |

SECTION 2. The Hawaii.Revised‘Statutes is_aménded by
adding a new chapter to.be apprbpriately designated and to read -

as follows:
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"CHAPTER

. PERMITTED TRANSFERS IN TRUST

~  Short title. This chapter shéilﬁbeiﬁﬁé&- anc

12: Definitions. As used in this Chaptef;

.Cléiﬁ"fmeans a right to payment, Whethéffbr;ﬁpt_

: _aﬁCed7to judgment, liquidated,junliquidatéd,;fiiedf fﬂgf ﬁhfff;f

bﬁ: ngént;_mAtured, unmatured, disputed,'undisputédl;légali;ﬁ?‘*féf;ﬁ

iﬁgpié;.5ecured, or unsecured. f
11 _Jﬁ;éééditOr" ﬁeans,.with iéspect to a tfanéféféf; é §éf§6ﬁfTﬁ”””m”" S
‘;éfﬁebt"imeans’1iability»on a claim.
t{ﬂppfmér'spduse" ﬁeans»axéerSon to whdﬁ the_tréﬁsfeiorfwéS'
wmériiédswﬁere‘the marriage was dissolved befére the timé ofithe f‘
;   16"permitted‘tfanéfer.

17' : "Gréntor trust" ﬁéans a trust described in sections‘671
f ; i8 ,£thugh 679 of the Internal Revenue'Code of'1986;:aslamehded.' ;,-
o T19, : .“ "Marketable securities" means securities thét are};i '

 20 :: - (1) Exchanged on a govérnmentéliy regulated:éxchange»‘; '

21 | within the United Stateé including,>comm§n.stocks,

22 bonds, -mutual funds, .of exéhange traded funds; and

2010-1913 SB2842 CD1 SMA-1.doc
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Permitted to be held by a fiduciary]underrHawari1stateu.jf_

"aaf(éQe[

;:?rlaw;
o that 'marketable securities’ does not. 1nCludereal
;éiyéﬁy‘intereSts‘in COrporationSfiPéftnéréﬁiﬁéiﬁg#&f
_?iiiability companies that areHndgtpubliéi?ﬁggédéat‘»

bn'—vgﬁ?an.ytor erustt shall refer to any trustthatlsnot
ianﬁafeﬁrust"rasldEfined in this,chapte‘r;.,_l»,‘i e
;ﬁééfﬁitted‘propérty" means cash, ﬁarkétabie;seéﬁrit;esrﬁ;§3_j"};,,gj

j ‘“"ﬁSﬁrance contracts; and non- private annuities e

Lv;fPermltted transfer means a- transfer ofuﬁermltted propertyftif_E
”HiViI“ by er freﬁra traﬁsferer to a permltted trustee by ﬁeans of a G
':;T;iggitﬁQStg?nStrument’ regardless of whether con51deratlonirs .
ﬁiﬁéﬁéed{, t |
;?;gpé?mitted'trustee" means a person, éﬁher7than'théﬁiﬁ}fhrj'

..'_f.f_ transferor, w.ho' iS_ a resident of thiS v’Stat'e,. ‘_ or a bankor trust " o
'rs:;idi_eompan§ authorized to do business’in this State that possesses‘ :

17 and exereises trust powers'and has its principal place of
'vf-aisa.bgsiness:in this State.

-iég;r';tiﬁ?erSOn"'means a natural person..

126rf' - "Spouse" means a-person‘tovwhom thevtransferor is marrred v

21 at the time of the permitted transfer.

2010-1913 SB2842 CD1 .SMA-1.doc
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© . of permitted property to a permitted trustee or the'exercisefdfﬁ['w,yf

 of permitted property to a permitted trustee.

'Of'aipOWerUQf“appoihtment-that:authofizes the holdef téfébpéiﬁt

- ‘estate, or the creditors of the holder's estate; or a trustee

‘who_directiY;Orjindirectiy_makes a disposition of pérmittéd3

HD.1
C.D.1 :

"Transfer" means the disposition, conveyance, or assignment

a power that causes the disposition, conveyance, or assignment = .

"Transfer tax" means the tax described in séctibh"fff%léf

-""TransferOr" means an owner of permitted property;fé:hoidéf-

iﬁ'faVOf of"thé ho1der; the hoider's‘dreditors; the hol&éﬁiéf“[“yf

éropéffy ‘. |
| ~"Trust instrﬁment" means an irrevocable»instrumenﬁvb
éppéihtihgféfpéi@i#ted.trustee fér the permitted.prPe#ty4ﬁhaﬁf; F
is ﬁheisubjéqtiof é disposition.i e
‘>1,§,' ¥3' c6mp1éted transfers. The tranSfér of permitféd;?1?lk’?
property under this Chapter_sha1i bé deemed completed following_
theicompletiOn of all of the following&
(1) The deliyery'of pérmitted prdperty by the transferdr |
_to ﬁheléermitted trustee and the written acceptanéé of
the permitted property by the pérmitted trustee;
(2) - The delivefy by the transferor to the permitted

trustee of a signed and notarized certificate of

2010-1913 SB2842 CD1 SMA-1. doc'
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solvency that states that the amount of the. transfer

is equal to or less than twenty-five per cent oflthe;pld;v,f*a*

transferor's net Worthvand that the transfer will‘notd;rn

 result in delay, defrauding, or hindrance Of@é o i

'creditor who is known or knowable to the trahsfer¢£fa£ﬁ

~ the time of the permitted transfer with a ciaimpgi;?d
:gﬁfp:against the,property that is subject to thé't§555;§¥7

. (3}" The flllng of the approprlate form by the transferorf

dp w1th the department of taxatlon and payment of thp;

attendant transfer tax.

'a person, other than the transferor, who is a resident.oﬁithiefﬂjff

State, Qrda'bank or trust company authorized to do bueinesépinﬁf;ff

this Staterthat}possesses and exercises trust powers andvhanrte:ji

principal plaCe of business in this State.

(b) - If a permitted trustee of a trust ceases to meet the
reqnirements of subsection (a) and there remains no trustee'thatv,
meets the requirements, the permitted trustee shall be,deemed to
have resigned as ef the.time.that the truetee-no longer meets
the requirements of subeectien (a) . At‘that time, the euccesSor
permitted trustee prdvided for in the trust instrument shall

010-1913 SB2842 CDl1 SMA-1. docv
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instrument, a trust advisor -or pr

Hawaii court of competent jurisdicp
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any successor permitted trustee:

. trust instrument shall aPPQiﬁt“ Su

of any interested'pafty;'appoiﬁﬁié:An

(¢) A permitted trustee mé§ é§p§iﬁ£ig‘;foﬁ”h'_ £éé§§iS6rf=
to.managevthe assets Qf'the trusp‘ﬁ@p@;dpféﬁidédbthaﬁf |
administrative and non—édmiﬁiét?égiVénfiQQQ#arYi;egpgnSibii£t§vxv
shail remain vested; éé agéinsfbbéﬁéfiéiéfléé;gfﬁgﬁé°E;aé£:vWithv.
the permitted trustee.

§ -5 Trust smstrument. (a) A trust inotrument shall be
irrevocable and'shéll expresSiy inbdfﬁb%ate thé"i%Ws3bf;££ié 
State governing the Validity, coﬁStiﬁéﬁiéﬁ; aﬁdéédmiﬁié£féﬁi6h7 _5
of the trust.

(b) The trustéé, in its discretion, may terminate»ahy
trustvif and when its fair markét‘vaiue has’décliﬁea tQ the
extent that would make it uneéonomiéél;‘impfﬁdén£; $r uﬁwise to
continue to retain the trust, and“shall payfand'diétribﬁté'tﬁe '

trust to the persons entitled to mandatory or discretidhary :

SB2842 CD1l SMA-1.doc
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,(C) A trust inStrument”shallgng“

'tqut; :
(2) AvpbWer;of apbOintmeﬁtfbﬁﬁé?
.to»the transferorf théJﬁ?#h££§?§£fg;é?é&iﬁéféff£h§ ;U g

transferor's estate, or the creditors of the

transferor's eState'tha£ﬁ$§§f£ijé%éééi;éé;g?;@iiii@f:'
other‘writtéh ihstrﬂment 5fithéifféﬁgfé£5% é££éé£i§é:
only upon the trahsferofﬁsvdeath;f,{¢H¢¢ i

(3) The transferbr{s potential éf}a¢;uali;eéé;§ﬁ;¢f;;f:;;]
income, including rightéat¢riﬁComé;féféiﬁédfiﬁéth¢ 
trust instrument; | Lo | :

(4) The’transferor's annua1 receipt of:a pércéntage not to
exceed five per cent of the initial vélue of the ﬁrust '
assets or its wvalue determined from timéfd»tim¢  -
pursuant to the truét.instfﬁméntuOI bf é fi¥ed émount"
that on an annual baSisd@gs not gxceéd five:?ef;éeht'

of the initial wvalue of the trusf assets;

2010-1913 SB2842 CDl SMA-1.doc
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The'transferor's.potential or actual receipt er”use of-

the trust's principal due to the discretionary action’

" of a permitted trustee or to a provision in the trust

instrumeéent that governs the distribution of principal}

- provided that any included proviSion.shali not confer

upon the transferor a substantially uhfettered right

to the receipt or use of the:principai;

The transferor's right to remove a permitted trustee

'or‘advisor and to appoint a new permitted'trustee or

~ advisor;

The transferor's potential or actual receipt of income

~or principal to pay income taxes due on income of the

trust if the trust instrument includes a provision =

_ allowingvor directing the use of trust funds to pay

. income taxes due, or if the permitted trustee acts in

the“trustee's discretion‘te allovaayment‘ef'income
taxes due‘On tﬁe truet income; or

A permitted trustee's authorityApursuant to
discretion, direction, or the.transferor‘s exerciee of

a testamentary power of appointmenttto pay all or anyli

- part of the transferor's debts outstanding at the time |
- of the transferor's death, the expenses of -

2010- 1913 SB2842 CD1l SMA-1. doc
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administering the transferor's estate, orbanyveState ‘
er inheritance tax‘imposed on or_with_respectvto'the
transferor's estate.

(d) A trust instrument may provide that the interest of a

beneficiary of the trust, including a beneficiarvaho”is the

transferor of the trust, may not be transferred, assigned;'
" pledged, or mortgaged, whether voluntarily or‘involuntarily,,

before the permitted trustee actually distributes the property

or income to the beneficiary. ‘Any provision ofnthis_type_,
eentained in the trust inStrUment‘shail be deemed to be a
restriction on the transfer of the transferor'eibeneficialv'
intereet.in_the trust that is enforeeable under applicable
nonbankruntCy lJaw within the meaning of 11 United States Code -
Section 541(c) (2) of the BankruptcyvCode’or any suecessor‘ |
provieion. |

(e) A tranSferor may appoint, through theitruet
instrument, one or more advisors or protecfors, including the
following:

(1)i Advisors who have anthority under'the terms of the

trust to remQVe and appeint permitted trusteee;

- advisors, or protectors;

2010-1913 SB2842 CD1 SMA-1. doc
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~(2) Advisors who have éuthority undér thé terms of the -
vtrust to direct, -consent té, or disapprove of-
distributions from the trust; and

- (3) Advisbrs,'inciUding-the transféror_beneficiary of the
‘trust, who ser&e és1invéstment adﬁisors to thé'trusﬁ.

(f) Whenever there shall be a dispute,'deadlock, or

‘difference of opinion between a permitted trustee and an

adVisor,‘the_transferor may direct that'the determination of the
advisor shall be ‘binding upbn the permiﬁtedftrustee, but that
the pefmitted truétee shall bear no:liability Qr’accoUntébility.'
for any act:or transactioﬁ entered into as a résﬁiﬁ.bf the
enforcement of the advisor's privilege if the permitted trustee
dissents in writing. |

(9) vaa trustee of a trust»existing prior to thé

enactment of this chapter proposes to make a permitted transfer,

‘but the trust instrument does not contain a'power of.appointment

that conforms to sectién ’ 'fS(c)(Z), the trustee may deliver an
irrevocable written election to have section - -5(c) (2) apply
to the trust, and the nonConforming powers of appointment shall
be deemed modified to the eitent.necessary té conform with
section —5(c)(2). The irfevbcable written election shall
include a desCfiption of theiorigihal transféror's powers of

2010-1913 SB2842 CD1 SMA-1.doc
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appointment as modified, and the original transferor's written

consent to the modification. Consent of the original transferor

" to a modification of powers of appointment shall not be

considered to be a permitted transfer.

(h) If, in any action brought against a trustee of a trust

that results from a permitted transfer,'a court declines to

'apply'the law of this State in determining the validity,

Construétidn( or administration of the trust, or the effect of a
spendthrift‘provision of the trust, the trustee, immediétély
upon the court's action and without the further order ofbany
éburt, shall cease to be trustee of the trust.and a Successor
trusﬁee shallvthereupqn succeed as trustee in accordance Withf
the terms of the trust instruméntf If the trust iﬁstrument does
not provide for a successor trUstee_or_does not_pfoVide for an
advisof or protector with péWers to_appoint successor trustees,
a Hawaii court of competent jurisdictién shall appoint a
successorvbermitted trﬁétee upon.the-appiication of any
beneficiary of the trust under any terms and conditions that the

court determines to be consistent with the purposes of the trust

and with this chapter. Upoh the removal of a trustee puréuant

to this section, the trustee whd has been removed shall have no

2010-1913 sSB2842 CD1 SMA-l.doc‘
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er or authority other than to convey the trust1brgp¢r;y;toff

cessor ‘trustee.

merr}s,retentiOH of any or all ofﬂthe;pqwerséand?;ight$j  if§f;

cribed in section  -5(c) and notwithstanding the =~ o

‘transferor's service as investment advisor pursuant to

12 section  -5(e) (3).

“7)f'The transferor shall have onlyvthe poW¢rsjaﬁdf£i§htéifd'~5f31k¥f
¢v:§pg¢ifiééllyvcéﬁferred by the trust instruﬁenp.‘vE#éept”asF ;i :_f
~\,g5§é£ﬁit£éa;by sections -5(¢) and : -S(e);'a;tfénsféﬁér;éhéii?ti :_73'3*
“t_3167 hay§.n§ rights;or aﬁthority with respect‘tdbthe propértygtﬁét is
’17‘ the subjéct of a permitted'transfervor to: the income fromi
: '*i8 {§iQpérty that is the subject of a permitted.transferg{,Any' ‘  n, |
"1 19' %§reémént'or uﬁders;anding purpofting to grantvof1§ermit the_.
,26_ reténtion of any greater rights or authority shali’be Véid‘:f ;;
21 S —8‘ Avdidance of permitted tranéfersvih trﬁét;, (é) NQ
22  claim, including an action to enforce a judgment enfered by a

2010-1913 SB2842 CD1 SMA-1.doc
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. transfer was made with actual intent to defraud, hinde:,&QfJ;'

s SectionfShall;be extinguished unless:

H.D. 1
. CDh.1

court or other body having adjudicative authority, by a creditdr»

against property that is subject to a permitted transfer that

arises after a permitted transfer and no claim by-avcreditorbtoa Tﬁf'7”55

avoid a permitted transfer shall be brought at law or in equity;fff

for attachment or other provisional remedy unless thefpérmitted7f k

delayathe creditor.

: ? (b);'An aliQwab1e‘c1aim under subsection (a) of'thisgf@ﬂff7i_‘

| Q'C1Xi fhe:créditérFs.éléim arose befdre the permiﬁﬁédii:”\ﬁ
'ﬁfanéféf was made and the action is brought‘sh‘théixﬁ-‘c‘
1atteruofltheﬂdate_of the permitted transfer erthé:z:;5,} 
bb”":daté‘éfjthefenébtment of this section;,orr'~ -~  Lf st
v (2% ,The,Creditor{s claim arose concurrent with ér:'.“ L
  sﬁbseéuéntyto,fhe’permitted tfansfer, and the:acti6ﬁ ;Q97f7
is brdught'Within two years after the permittedn
_transfer is méde.
(c) - In any action described in subsection (a), the burdén
to prove inténtlto defraud, hinder, or delay by clear and |
convincing evidencevshall be»upoh the creditor.v

(d) For purposes of this section, a permitted transfer

that is made by a transferor who is a trustee shall be deemed to

2010-1913 SB2842 CD1 SMA-1.doc
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as are provided. in

(£) 'Nb creditor:orvéhy’dthéribérspp sha1l§hav§fany‘éﬁéim’ n>
or.dause.of actioﬁ, inélqaiﬁgvah aé£iSﬁ £5ﬁé§£$£Eé?;*Hﬁééﬁéﬁﬁi |
entered by a coﬁrt or other:bodyvhavingjadjﬁdipaﬁiye;autﬁority; 
against a tfustee or‘advisér'desCribédiiﬁ_sééﬁibﬁﬂfgiféxﬁyf§f .,;-

against any person involved in‘draftihg; prépaiing,véxéCﬁtipg, :

or funding a trust or in counselingfthéfpaftieSfté1gﬁtfuét,that»,-, )

is the sﬁbject‘of a permitted transférfif/ asvof‘thé‘dafévof'the .
action, the action would be barred ﬁnder'this séétibn. :

kS -9 Limitations 6# permitted trangfers;  The_ B
limitations contained in'section»fﬁb;B:oﬁ aéﬁiénsiby ¢réditors_‘
to avoid permitted transfers Shall ﬁQt apply_td:  15  .'.”

(1) Any“pefson to whom the transféror‘is indebted”oﬁ .

account of avfamily court-supervised agreement or

'2010-1913 8B2842 CD1l SMA-1l.doc
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~claim for forcedfheirehipj
, Anyvperson'who suffers death, personai“lnjurykror'”H

. transfer; prov1ded that the e »;Lh

- 2842
S.B. NO. &>
T " HD.1
' . v - C.D.1

but only to’thepextentoo

share;

property damage. on or before th“fdate“of a permltted

ersonalyl fff;”
property damage is determlned to have been caused in

whole or in part by the tortlouspact‘or;omrss;on»of

- either the transteror;or‘ahotherfpereohfforQWhom,thef.z

transferor is or'was vioarith1yhirahiéfﬁé;gﬁétéxtent
of the transferor!e,liabiiit?ﬂérfﬁioarioheiiiaﬁilityf”vﬂ
Any lender who extends a seohredeor-cOllateralizedth :
loan to the transferor based on the transferor'e or

the transferor‘'s agent}s express or 1mp11ed ';.rv‘ L

_ representation that the aésetS»ofga trust establlshed '

under this chapter would be'availahle_as securlty‘

against the loan in the event of the transferor's

default thereon or

0-1913 SB2842 CD1 SMA-1.doc
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(4)i The State of Hawaii té tﬁe.extent that é;trather”n
fésulﬁs,in the tranSferor beiﬁg:unable to meét'fhe
'_transferor's taxviiabilities, but only to the.éxtent
.j nécessary to»éxtinguiéh the_dutstanding‘té# .'.
fbliabilities;

©§ =10 Effect of avoidance of permiﬁted_transfers.  (a)

" A creditor may avoid a permitted transfer pursuant to

section .'—8 only tovthe extent nécessary to satisfy the
tfansferor's debt to the‘cfeditof at whose instancé the transfer
has béen‘aVbiaed, together with éosts,'inéluding.attorheyis
fees, as alléwed.by'a court. |

(b), In an action pursuant to éubsection (a) to avbid a

permitted transfer:
(1) If a court finds that a tfusteé has not acted with
. intent to defraud, hindef;'or.delay the creditor in
»acéepting or administering the proberty_thét is the
- subject of the permitted transfer:

(A) .The trustee éhali have a first and paramouht lien
against the property that is'the subject of the
pérmitted transfer in an amoﬁnt'equal.to the
entire cost, including attorney's fees propérly

,1ncurred by the trustee in the defense of the

010-1913 8B2842 CD1 SMA-1. doc
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action or proCeedings to avoid the:permitted
' tranéfer; and
(B) The permitted transfer shall be avoided, subject
to_paymeht of proper feés, costs, preexisting
rights, claims, and intereSts of the trustee and -
of ény predecessor'trustée Who‘has not acﬁed with
inteﬁt to defraud, hinder,.or‘delay the.érédifor;

and

- If the court is satisfied that a beneficiary of the
trust has not acted with intent to defraud, hinder/ or
‘deiay the creditor, the permitted transfer shall be

- avoided subject to the beneficiary's right to retain

any distribution made prior to the creditor's
commencément of an action to avoid the permitted
transfer. For purposes of this paragraph, it shall be -

presumed that a beneficiary did not*act_with intent to-

. defraud, hinder, or delay the creditor merelyvby‘ '

creating the trust or by accepting a distribution made

in accordance with the_terms of the trust.

A creditor who brings an action pursuant to- -

-8 to avoid a permitted trust shall have the burden.

- of proving by clear and COnvincing evidence that a trustee or

010-1913 SB2842 CDl SMA-1.doc
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*béneficiary actedYWith iﬁtent to defraud, hiﬁder, or delay: the

| créditor; provided-that'in thévcase of a beneficiary who isvalso

' the.transferor; the burdenvdn the creditor shall bé'to prove by i
Ma preponderan¢é:of the_eVidenCe.that the tranéferor—beneficiary
‘acted with intent to defraud;.hindér, or delay the credifér;

' Mére.acceptance of permitted property_byfa trusteeishall not

" constitute evidence of intent to defraud, hinder, or delay a

Créditor.,

(d)_ Nétwithstanding ahy other provision 6f this chapter, a
éreditér shall ha&e no right against the interest of a“
beneficiary to a trust pased solely on the beﬁeficiafy's right
to aﬁthorizé or direct‘the trustee to use all or part of ghe
trust propérty to pay: | |

.(1) Estaté or inheritance taxes imposed upon or due»to‘the_'
beneficiary's estate;_ | |

(2) Debts of the beneficiary;s-eétatéj or

(3) Expenses of édﬁinistering the beneficiary's estate
unless the beneficiary actuaily directs the payment of taxes,
debts, or expenses and then oniy to the extent of that
directioﬁ. ' |

s -11 Muitiplé transférs. If more than one permitted
transfer is made by meansiof the séme trust iﬁstrument:

0-1913 SB2842 CD1 SMA-1.doc
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(1)  The making cf a subsequent permitted transfer shall be
disregarded in determining whether'a creditor’s CIaim
with respect to a prior permitted transfer is
extinguished.ae provided in section -8; and

(2)  Any distribution to a beneficiary shall be deemed‘to

 have been made from the latesttpermitted transfer.
8 i -12 Taxation. .(a) The State shall levy a one-time

cnekper cent excise tax on the fair market value of all

permitted transfers. This one-time excise tax shall be

administered by the department'of taxation with all of its
authoritiesiunder title i4, including all-rights relating to the
asseesment, collection, and enfcrcement of the’tax laws. rThef
department of taxation shall be authorized to implement‘the tax
under thisvsection, including the_timing, coliection) and appeal,t
rights:of persons affected(.by rule,iinciuding temporary rule.
(b) A non-grantor trust.established under‘this chapter
shall be subject to income tax in_Hawaiij provided that to the
extent that‘the'beneficial interest in the non-grantor trust
shall be held by a beneficiary or beneficiaries residing'outside
this State,'any-income or capital_gains accumulated for the
benefit of the non-reSident beneficiary or beneficiaries shall N
be excluded from Hawaii iﬁcome tax‘for that yearﬂ

2010-1913 SB2842 CD1 SMA-1l.doc
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,COnéé;ﬁE£i§é distributidns>ofvincomé or priﬁéiﬁai’EfShﬁffﬁ§£§f 7 Ll T

:éhéll,be subject:to all appiicable taxes on thatvinéqmé{u_
‘>%L51$E¢TIQN“3;  Section 525-4. HawaiiReViSe@*StatQEéé;giéQ*&~,}fﬁﬂjj.;é;

;aﬁgﬁééd'fo reéd'as follows;.f  '

5[;“%»;fél§525f4{+]_ Exclusions from statuto:yarﬁiéJagéiﬁgt:;; f‘iv: L

.perpetuities,‘ Section 525-1 shall.not,appiyvto:

(1) A fiduciary's power to sell, lease, or mortgage:
property, and the power of.a fiduciary tovde£ermiﬁe f”
principal and income; | |

(2) A discretionary poWer»of a tfustee»to distfibupef :

- principal before termination of a trust;

913 SB2842 CD1 SMA-1.doc
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(3) A nonvested property interest held by a chafity,
government, or governmental  agency or subdivision, if
the nonvested property interest is preceded by an
interest held by another. charity, government, or
governmental agency or. subdivision;

(4) A property interest in or a power of appointment with
respect to a pension, profit-sharing, stock bonus,
health, disability, death. benefit, income deferral, or
other éurrent or deferred benefit plan for one or more
employees, independent contractors, or their
beneficiaries or spouses; [e¥]

(5) A property interest, power of appointment, or
arfangement that was not subject to the common-law
rule against perpetuities or is excluded by any other
applicable lawl(+]; or

(6) A trust described in chapter LN

SECTION 4. Statutory material to be repealed is bracketed
and stricken. New statutory matérial is underscored. |

SECTION 5. This Act shall take effect on July 1, 2010;
provided that section 2 shall apply to permitted transfers made

after the effective date of this Act.

APPROVED this 78  dayof JUN , 2010

- -~ . 2

GOVERNOROFTHESf F HAWAII



