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HOUSE OF REPRESENTATIVES L 0‘7
TWENTY-FIFTH LEGISLATURE, 2009 H . B . N O . C

STATE OF HAWAII

A BILL FOR AN ACT

RELATING TO HAWAII HEALTH SYSTEMS CORPORATION.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:
SECTION 1. Chapter 323F, Hawaii Revised Statutes, is
amended by adding a new section to be appropriately designated

and to read as follows:

"§323F- Duties and powers of the corporate board. The

corporate board shall be a central service and coordination

group. The corporate board shall provide services for the

regional system boards that shall include:

(1) Coordination and reporting of financial and other key

operating information to the:

(A) Regional system boards;

(B) Department of health; and

(C) Legislature;

(2) Compliance audits under federal and state

requirements;

(3) Operational audits;

(4) Other services as determined by the regional system

boards, which may include:

(A) Information technology services and coordination;
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(B) Purchasing and contracting services;

(C) Management of reimbursements to the corporation;

(D) Human resources and union negotiations;

(E) Legal resources; and

(F) Centralized billing services."

SECTION 2. Section 37-74, Hawaii Revised Statutes, 1is
amended by amending subsection (d) to read as follows:

"{d) No appropriation transfers or changes between
programs 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

HB HMS 2009-1430 .
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H.B. NO. e57

cost category among programs and among cost elements
in a program, and between quarters, as applicable; and
the Hawall health systems corporation and its regional
system boards shall have the flexibility to transfer
special fund appropriations among regional system
hospital facilitilies as applicable [arnd-as-—mubtwaldy

agreed—to—by—the—corporation—and] to the respective

regional system [beards] boards; provided that the
Hawaii health systems corporation and the regional
system boards shall maintain the integrity and
services of each individual regional system and shall
not transfer appropriations out of any regional system
that would result in a reduction of services offered
by the regional system, with due regard for statutory
requirements, changing conditions, the needs of the
programs, and the effective utilization of resources;
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

S 2009-1430 ;
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in the form and manner prescribed by the governor and
shall include information on the sources and uses of
the transfer."”
SECTION 3. Section 323F-1, Hawail Revised Statutes, is
amended by amending the definition of "corporation board" to
read as follows:

" [ "cexrporatienr] "Corporate board" means the central service

and coordination group under the management of the regional

system boards that acts as:

(1) A board of directors [e£] for the corporation; and

(2) A liailson between the corporation and administration

and the legislature."

SECTION 4. Section 323F-3, Hawalli Revised Statutes, is
amended by amending its title and subsections (a) and (b) to
read as follows:

"§323F-3 [Ceorporation] Corporate board. (a) The
corporation shall be governed by a fifteen-member board of
directors that shall [earry-eouvt—the-duties—and respensibilities

- . 1 1 ] s 3 SN
Lot ] blicl e : :
. [ 13237 (e} (203111 1 ] ;

thereef-] be a central service and coordination group under the
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direction of the regional system boards established in section

323F-3.5.

(b) Twelve members of the [eerperatien] corporate board

shall be appointed as follows:

(1) Two members from regional system I who reside in the
city and county of Honolulu shall be appointed by the
governor from a list consisting of four individuals,
two individuals submitted by the speaker of the house
of representatives and two individuals submitted by
the president of the senate within fifteen days of
July 1, 2007; provided that this list shall not
include physicians;

(2) Two members from regional system II who reside in the
county of Kauai shall be appointed by the governor
from a list consisting of four individuals, two
individuals submitted by the speaker of the house of
representatives and two individuals submitted by the
president of the senate within fifteen days of July 1,
2007; provided that this list shall not include
physicians;

(3) Two members from regional system III who reside in the
county of Maui shall be appointed by the governor from

HB HMS 2009-1430 5
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a list consisting of four individuals, two individuals
submitted by the speaker of the house of
representatives and two individuals submitted by the
president of the senate within fifteen days of July 1,
2007; provided that this list shall not include
physicians;

Two members from regional system IV who reside in the
eastern section of the county of Hawaii shall be
appointed by the governor from a list consisting of
four individuals, two individuals submitted by the
speaker of the house of representatives and two
individuals submitted by the president of the senate
within fifteen days of July 1, 2007; provided that
this list shall not include physicians;

Two members from regional system V who reside in the
western section of the county of Hawaii shall be
appointed by the governor from a list consisting of
four individuals, two individuals submitted by the
speaker of the house of representatives and two
individuals submitted by the president of the senate
within fifteen days of July 1, 2007; provided that

this list shall not include physicians; [fland[+]

HB HMS 2009-1430
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(6) Two additional members who reside in the [State] state

shall be appointed by the governor.

The thirteenth and fourteenth members, who shall serve as
voting members, shall be physicians with active medical staff
privileges at one of the corporation's public health facilities.
The physician members shall each serve a term of two years.

The initial physician members shall be from regional system IT,
and subsequent physician members shall come from regional
systems IV, III, and V respectively. The physician member
positions shall continue to rotate in this order. The physician
members shall be appointed to the [eerperatien] corporate board
by a two-thirds majority vote of the [eerperatien] corporate
board from a list of qualified nominees submitted by the public
health facility management advisory committees or by any
regional system board. If for any reason a physician member is
unable to serve a full term, the remainder of that term shall be
filled by a physician from the same regional system.

The fifteenth member shall be the director of health or the
director's designee, who shall serve as an ex officio, voting
member.

Appointments to the [eerperation] corporate board, with the

exception of the chairperson of the executive public health

HB HMS 2009-1430
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facility management advisory committee and the regional
physician member, shall be made by the governor, subject to
confirmation by the senate pursuant to section 26-34.

The appointed board members shall serve for a term of four
years; provided that the first member appointed from each
regional system shall be appointed for a term of two years.

Any vacancy shall be filled in the same manner provided for
the original appointments. The [eexrperatier] corporate board
shall elect its own chair from among its members. Appointments
to the [eerporatiern] corporate board shall be as representative
as possible of the system's stakeholders as outlined in this
subsection."

SECTION 5. Section 323F-3.5, Hawaii Revised Statutes, is
amended by amending subsection (a), (b), and (c¢) to read as
follows:

"(a) There [4+s5] are hereby established [a] regional system

[beaxrd] boards of directors [+e] that shall govern each of the

five regional systems specified in section 323F-2, [ae—tater

£han January—+—2008—TFhe regionalsystem boards—of directors
] 5 ; SNETIY . o

this-echapter—andas—further detegated by —the corporation-] and

shall carry out the duties and responsibilities of the

HB HMS 2009-1430
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corporation other than those duties and responsibilities

relating to the establishment of any captive insurance company

pursuant to section 323F-7(c) (20) and the operation thereof.

(b) Upon its establishment, a regional system board shall
assume custodial care of all financial assets, real property,
including land, structures, and fixtures, or other physical
assets, such as personal property, including furnishings,
equipment, and inventory, of the corporation within its regional
system. No sale or encumbrance of any such real property or
such other financial assets, physical assets of the corporation
shall be permitted without the mutual consent of the Hawaii
health systems [eerperatien] corporate board and the appropriate
regional system board. No additional debts or liabilities or
superior debts shall be added by the corporation to any regional
system board that would negatively impact the holders of bond
notes. Each regional system board shall be liable for any
liabilities arising from financial assets, real or personal
property in its custodial care.

(c) Each regional system shall be governed by a regional
system board of directors to consist of not less than seven

members and not more than fifteen members, as determined by the

HB HMS 2009-1430 ,
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regional system board [
is—established-] .

(1) Each regional system board shall initially consist of
twelve members to be appointed by the governor under
section 26-34 or as provided in this section, as
follows:

(A) Four members shall be appointed by the governor
within thirty days of receipt of a qualified list
of candidates as follows:

(i) Two members shall be chosen from a list of
four individuals submitted by the speaker of
the house of representatives within fifteen
days of July 1, 2007; provided that this
list shall not include physicians; and

(ii) Two members shall be chosen from a list of
four individuals submitted by the president
of the senate within fifteen days of July 1,
2007; provided that this list shall not
include physicians;

(B) Four members shall be appointed by the governor
within thirty days from a list of eight
individuals nominated by the regional public

HB HMS 2009-1430
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health facility management advisory committee
within fifteen days of July 1, 2007. These
individuals may be medical and health care
providers and professionals, consumers, and
knowledgeable individuals in other appropriate
areas such as business, finance, and law;
provided that these individuals shall not be
physicians currently in active practice;

Three physicians shall be appointed by the
governor within thirty days from a list submitted
within fifteen days of July 1, 2007, of six
physicians nominated by a majority vote of the
medical staff of the public health facilities in
the regional system present at a duly noticed
meeting from a list of qualified candidates
submitted by the medical executive committees in
the regional system; and

The [eoxperatien] corporate board chairperson or
chairperson's designee shall serve as an ex
officio, nonvoting member of each regional system

board;

HB HMS 2009-1430
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(2) One member of each regional system board nominated by
the speaker of the house of representatives, the
president of the senate, and medical executive
committees in a regional system shall be appointed for
a term of two years;

(3) One member of each initial regional system board
nominated by the regional public health facility
management advisory committee for the regional system
shall be appointed for a term of two years;

(4) The remaining members of each initial regional system
board and all members appointed thereafter shall be
appointed for terms of three years; and

(5) New regional system board members appointed to any
regional system board after the initial regional
system board shall be selected by a two-thirds
affirmative vote of the existing regional system board
members .

Except for the ex officio members of each regional system board,
all other members of a regional system board shall be residents
of the region. Each regional system board shall elect its own

chair."

HB HMS 2009-1430
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SECTION 6. Section 323F-6 Hawaii Revised Statutes, is
amended to read as follows:

"§323F-6 Records. The corporation and each regional
system board 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 [eerperatien's] regional systems' medical

facilities, records from peer review proceedings, and
medical records; and

(2) Marketing strategies, strategic plans, evaluations,

assessments, negotiations, or rates and charges, the
disclosure of which would raise the cost of
procurement or give a manifestly unfair advantage to
any competitor or to any person or entity seeking to
do business or proposing to enter into an agreement
with a regional system board, the corporation, or any
of its facilities.

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

HB HMS 2009-1430 5
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provisions of section 92F-19. Section 624-25.5 shall apply to
this part notwithstanding anything to the contrary contained in
this section."

SECTION 7. Section 323F-7, Hawail Revised Statutes, is
amended by amending its title and subsections (a), (b), and (c)

to read as follows:
"§323F-7 Duties and powers of the [ecorporation—and]

regional system boards. (a) [Netwithstandingany-eotherlawte

regionat—system—beoards—] Duties and powers related to the

operation of facilities within each regional system, including
but not limited to regional system and facility budgeting,
employment and removal of regional system and facility

personnel, purchasing, regional system strategic and capital

HB HMS 2009-1430
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planning, organization, quality assurance, improvement and
reporting, credentialing of medical staff, and the issuance of
revenue bonds in any amount with corporation board approval,
shall be carried out by the regional system boards, either
directly or by delegation to regional and facility
administration. Unless otherwise prohibited, the duties and
powers granted to the corporation board may be delegated to the

regional system boards.

[ 4B} Duti ;  ed ] ] ; 1
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] I chall 11al el blis ; e .
impltement—this—seetion—]

(c¢) Notwithstanding any other law to the contrary, [&ke

corporation—and—any—eof—+the] each regional system [beards] board

shall exercise the following duties and powers:
(1) Developing [eorperation—wide] policies, procedures,
and rules necessary or appropriate to plan, operate,
manage, and control the system of public health

facilities and services within its own regional system

without regard to chapter 91; [previded—that—ecach
. ] ] 1 chall ] le £ .
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; " lieiess]

Evaluating the need for additional health facilities

and services [+—provided—that—eachregional-—system
; Y chall ble £ ] ; .  ehs
ies—eown—regionalsystems] within its own regional

system;

Entering into and performing any contracts, leases,

cooperative agreements, partnerships, or other

transactions whatsoever that may be necessary or

appropriate within its own regional system in the

performance of its purposes and responsibilities, and

on terms the [eerperatieon—or] regional system boards,

may deem appropriate, with either:

(A)

Any agency or instrumentality of the United
States, or with any state, territory, or
possession, or with any subdivision thereof; or
Any person, firm, association, partnership, or
corporation, whether operated on a for-profit or

not-for-profit basis;

HB HMS 2009-1430
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H.B. NO. \woT

provided that the transaction furthers the public

interest; |

; e : lieiess]

Conducting activities and entering into business

relationships as the [eceorporation—board,—eor—any]

regional system board[+] deems necessary or

appropriate within its own regional system, including

but not limited to:

(A) Creating nonprofit corporations, including but
not limited to charitable fund-raising
foundations, to be controlled wholly by the

[corporatien—any] regional system board, or

jointly with others;

HB HMS 2009-1430
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(B) Establishing, subscribing to, and owning stock in

business corporations individually or jointly
with others; and
(C) 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; provided that any
corporation, venture, or relationship entered
into under this section furthers the public
interest; provided further that this paragraph
shall not be construed to authorize [£hke
corporatien—or] a regional system board to
abrogate any responsibility or obligation under
paragraph (15);
[provided—that—each-regionat—systemboard——shatl—be
responsitbte—for conducting the activities—under this
paragraph—ia—Es-owin regi-enal—system consiotent —with
polietes—established by the corperation—board];

Participating in and developing prepaid health care
service and insurance programs and other alternative

health care delivery programs[+] within its own

HB HMS 2009-1430
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regional system, including programs involving the

acceptance of capitated payments or premiums that
include the assumption of financial and actuarial
risk; [preovided—thateach regionatl——systemboard——shatt
] le £ 3 . . e 3

i boin . ] .

" 1icd bliched] ] . ] "

Executing, in accordance with all applicable bylaws,
rules, and laws, all instruments necessary oY

appropriate in the exercise of any powers of the

[eorporatien—o¥] regional system boards;
Preparing and executing [all-eeorporation—wide]
budgets, policies, and procedures [er—any—regionat
systembudgets—policies,—and procedures+—provided
. ] : ] ; 3 hal] i hei
. ] S foeils bud . ; .
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submittal—teo—the-corporations] for its own regional

system;
Setting rates and charges for all services provided by

the corporation within its regional system without

regard to chapter 91 [+—previded—that—theduty—and
approving—the—rates—and charges—developedby—the
regionat—systemboards—feor—the regional—system's

. : J ; ] , 1t ;
. . 1 ] 1 . ]

beards]. For purposes of securing revenue bonds, the

[eoxrporation—o¥] regional system board may covenant to

set, and if necessary increase, rates and charges as

needed to pay debt service and related obligations

plus a coverage factor;

Developing a [eerperatieon—wide] regional system-wide

hospital system that is subject to chapters 76 and 89;

HB HMS 2009-1430
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(10)

(11)

? E}i Si e5 Eﬁ}éi: §f858é&£ esI appg:i eabg:e 3:aws/ E&}esl

g i ’ E o€ L}EE Ei e bafgai H:ﬂ:. 0ng agfeefﬂe%iES, ]
Developing the [eerperation's—corporatieon—wide—ecapital
and-strategic—pltans—oer—any] regional system board's
capital and strategic plans [+—previded—that——each
regronat—system-beard-shallbe responsible—for

: o 3 . 1 . .

regionatl—system—that—shall—be-consistent—with—and
incorporated—into—the overaltl corporation—wide-planss
and—provided-—further—thatthe corporation—and—each
regronal—system—beoard-cshatl-be-entitled—to—undertake]

and undertaking the acquisition, construction, and

improvement of property, facilities, and equipment to
carry out these capital and strategic plans;
Suing and being sued; provided that [emnty—the

. 1 3, 3 : ded£ ]
£hat] the corporation and the regional system boards
shall enjoy the same sovereign immunity available to

the State;

HB HMS 2009-1430
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(12)

(14)

H.B. NO. \6aT

Making and altering [eerporation beard—and] regional
system board bylaws for its organization and
management without regard to chapter 91 and consistent
with this chapter; [preovided—that—each-regional -system
board——shall be—responsible—for thefinalapproval—of
+es—regional-—System—board-—bylaws:]

Adopting rules without regard to chapter 91 governing
the exercise of the [eeorperationls—er] regional system
boards' powers and the fulfillment of its purpose
under this chapter;

Entering into any contract or agreement whatsoever,
not inconsistent with this chapter or the laws of this
State, and authorizing the [eexperatiens] regional
system boards[+] and chief executive officers to enter
into all contracts, execute all instruments, and do
all things necessary or appropriate in the exercise of
the powers granted in this chapter, including securing
the payment of bonds; provided that [+he-—ecerpeoratien
1 5 shall del . ] ; 3

1 : ; 3
loes Lusivel ce :
J . ] ; : ded £ . J . |

HB HMS 2009-1430

ARURGRAR SO ATIEENAT



10

11

12

13

14

15

16

17

18

19

20

21

22

- H.B. NO. \&87

]
contracts or agreements executed by a regional system
board shall encumber only the regional subaccounts of
that regional system board;

(15) 1Issuing revenue bonds up to $100,000,000 subject to
the approval of the governor or the director of
finance; provided that:

(A) All revenue bonds shall be issued pursuant to
part III, chapter 39;

(B) [Ehe—corporation—and—any] Any regional system
board shall have the power to issue revenue bonds
in any amount without regard to any limitation in
chapter 39; and

(C) [Fhe—eorporatien] Any regional system board shall

have the power to incur debt, including the
issuance of revenue bonds in any amount [+—and-—the
regionat—oystenboards—shall have—the power o
; 1 o 4 1
by—thecorporation—board] ;

(16) Reimbursing the state general fund for debt service on

general obligation bonds or reimbursable general

HB HMS 2009-1430
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obligation bonds issued by the State for the purposes
of [the—corporatieon—eo¥r] any regional system board;
Pledging or assigning all or any part of the receipts,
revenues, and other financial assets of [&he
eorporatien—o¥] the regional system [beaxrds] board for
purposes of meeting or securing bond or health systems
liabilities [+—provided—thateach—regional-systemboard

hall ) bl £ 3 . . e
under—this—paragraph—in—tts—ewnregienal—systen] . Any
pledge or assignment by [the—ecorporation—or] any
regional system board to secure revenue bonds or
health system liabilities shall be valid and binding
in accordance with its terms against the pledgor,
creditors, and all others asserting rights thereto
from the time the pledge or assignment is made,
without the need of physical delivery, recordation,
filing, or further act. [Fhe-corporation—shall -neot

; . . ] 1o e

YRR i 3 ] g led :

‘ 1 . 1 . 3 i

chapter~-] In connection with issuing revenue bonds or

related obligations, consistent with corporation

HB HMS 2009-1430
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(18)

H.B. NO. \o0T

pelicies and procedures, any regional system board may

make such other covenants, binding on the regional

system board and the corporation, that the regional
system board determines to be necessary or appropriate
to establish and maintain security for the revenue
bonds or related obligations;

Owning, purchasing, leasing, exchanging, or otherwise

acquiring property, whether real, personal or mixed,

tangible or intangible, and of any interest therein,
in the name of the corporation, which property is not
owned or controlled by the State but is owned or
controlled by the corporation; provided that:

(A) Regional system boards shall have custodial
control over facilities and physical assets in
their respective regional systems. A regional
system board may own, purchase, lease, exchange,
or otherwise acquire property, whether real,
personal or mix, tangible or intangible, and of
any interest therein|[+—ether—than property—owaned
exr—eontrolled-by-the-corperation,] in the name of

the regional system board; provided further that

HB HMS 2009-1430 2
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(19)

H.B. NO. \eOT

a regional system board shall be subject to
section 323F-3.5; and
(B) Each regional system board shall be responsible
for conducting the activities under this
paragraph in its own regional system;
Maintaining, improving, pledging, mortgaging, selling,
or otherwise holding or disposing of propertyl[+]

within its own regional system, whether real, personal

or mixed, tangible or intangible, and of any interest
therein, at any time and manner, in furtherance of the
purposes and mission of the [eerperatieon—eor—any]
regional system board; provided that [+he-—ecorperatien
e¥] any regional system board legally holds or
controls the property in its own name; provided
further that other than to secure revenue bonds and
related obligations and agents, [the—coxrporatien—or]
any regional system board shall not sell, assign,
lease, hypothecate, mortgage, pledge, give, or dispose
of all or substantially all of its property; [arnéd
 ded £ ] 1 : ; 1 . 3 shall

1 bl £ 3 . : 3 3

" L oin . 1 ’ ] ]
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(20)

(21)

(22)

H.B. NO. \60T

systemboards]

Purchasing insurance and creating captive insurers in
any arrangement deemed in the best interest of the

[eerporatiens] the regional system board, including

but not limited to funding and payment of deductibles
and purchase of reinsurance; provided that only the

[eerporatieon] captive insurance board established

under section 323F-4.5 shall have the power to create

captive insurers to benefit public health facilities
and operations in all regional systems; and provided
further that a regional system board may purchase
insurance for its regional system in collaboration
with the other regional systems and the corporation

until captive coverage is provided by the

[eoxrporations] captive insurance board.

Acquiring by condemnation, pursuant to chapter 101,

any real property required by the [eerperatien]

regional system board to carry out the powers granted

by this chapter;
Depositing any moneys of [the——ecerperation—-eor] any

regional system board in any banking institution

B HMS 2009-1430 28
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(23)

H.B. NO. \e&T

within or without the [State;-] state, and appointing,
for the purpose of making deposits, one or more
persons to act as custodians of the moneys of [£hke
cexrporation;—o¥] any regional system board; [previded
1 ; . ; 3 3 . ;
banki . . . . . a
guidelines—established-bythe—<corporation—beard;]

Contracting for and accepting any gifts, grants, and
loans of funds, property, or any other aid in any form

in their respective regional systems from the federal

government, the State, any state agency, or any other
source, or any combination thereof, and complying,
subject to this chapter, with the terms and conditions
thereof; [previded-—that—the regionatl—Systemboards
shall-be-—responsible for contracting forandaccepting
aay—gifEs—grants—loans—property—eor—other oid 3§
. Sed 1 s . blic ] Tl foeilies 3

. ] el . hej ; ; ]

: ;  ded £ . ] 17 . :
or—aecceptance of gifts—grants—loans . property—or
other—aidshall be consistentwith corporation—wide
peotieies—established by the—corporationbeard;]
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Providing health and medical services for the public
directly or by agreement or lease with any person,
firm, or private or public corporation, partnership,
or assoclation through or in the health facilities of
the [eorporatien—er] regional system boards in their

respective regional systems or otherwise; [preowvided

] ] . 1 ] e ahall o]
: . . 1 i : " N
hedr—retpective—rogional-Systensy ]

Approving medical staff bylaws, rules, and medical
staff appointments and reappointments for all public
health facilities [ef—the—ecerporation—eorany—regionat

system—beoards] in their respective regional systems,

including but not limited to determining the

conditions under which a health professional may be

extended the privilege of practicing within a health

facility, [as—determined—bytherespective—regionat
J . 3 ; " : g

potieies+] and adopting and implementing reasonable
rules, without regard to chapter 91, for the
credentialing and peer review of all persons and

health professionals within the facility; [previded
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that—regionat——systemboards—shall-be] and acting as

the governing body responsible for all medical staff
organization, peer review, and credentialing
activities to the extent allowed by law;

(26) (A) Investing any funds not required for immediate
disbursement in property or in securities that
meet the standard for investments established in
chapter 88 as provided by [the-corperation—beard
er—any] a regional system board; provided that
proceeds of bonds and moneys pledged to secure
bonds may be invested in obligations permitted by
any document that authorizes the issuance or
securing of bonds; and provided further that the
investment assists the corporation or any
regional system board in carrying out its public
purposes; selling from time to time securities
thus purchased and held, and depositing any
securities in any bank or financial institution
within or without the [State+] state. Any funds
deposited in a banking institution or in any
depository authorized in this section shall be

secured in a manner and subject to terms and

HB HMS 2009-1430 5
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(B)

H.B. NO. \esT1

conditions as [ 1 a

regional system board may determine, with or
without payment of any interest on the deposit,
including without limitation time deposits
evidenced by certificates of deposit. Any bank
or financial institution incorporated under the
laws of this State may act as depository of any
funds of the corporation or a regional system
board and may issue indemnity bonds or may pledge
securities as may be required by [the—eorporation
o] a regional system board; [prewvided—that

: ] . 3 . ;

3 B ] ; " £l e

£ \ ] : "

corporation—wide-petieiess] and

Notwithstanding subparagraph (A), contracting
with the holders of any of its notes or bonds as
to the custody, collection, securing, investment,
and payment of any moneys of the corporation or a
regional system board and of any moneys held in
trust or otherwise for the payment of notes or

bonds and carrying out the contract. Moneys held
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in trust or otherwise for the payment of notes or
bonds or in any way to secure notes or bonds, and
deposits of such moneys, may be secured in the
same manner as moneys of the [eeorperation—or]
regional system board, and all banks and trust
companies are authorized to give security for the
deposits;

(27) Entering into any agreement with the State, including
but not limited to contracts for the provision of
goods, services, and facilities in support of the
[eerporation's—programs—or—the] regional system
boards' programs, and contracting for the provision of
services to or on behalf of the State; [provided—that

} . 1 . 3 hall } ble £
. . g o . '
1 foeilits . e . Lei
. . 1 . "
. . Liciess]

(28) Having a seal and altering the same at a regional

system board's pleasure;

(29) Waiving, by means that the corporation or a regional
system board deems appropriate, the exemption from

HB HMS 2009-1430
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(30)

H.B. NO. \&sY

federal income taxation of interest on the
corporation's or a regional system boards' bonds,
notes, or other obligations provided by the Internal
Revenue Code of 1986, as amended, or any other federal
statute providing a similar exemption;
Developing internal policies and procedures for the
procurement of goods and services, consistent with the
goals of public accountability and public procurement
practices, and subject to management and financial
legislative audits; [preoevided—that-theregional-system
] 3 Loll ble £ 3 lons . ]
Lies ] 3 c ; £ b . ]
. Ceh o] . Lics 3
precedures—and—further] provided thatf+
(ay 1 : ] ] 3 e
1 Y chat] : . : 3 .
+03—534e)+
48> The] the regional system boards shall enjoy the

[exemption] exemptions under section 103-53(e)

and chapter 103D[—and

+&)> Fheecorporation——shall—besubject—to—chapter

163B];
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(31)

(32)

H.B. NO. \eoT

Authorizing and establishing positions; provided that

[

. .'; : ieies- 1 &
regional chief executive officer and regional chief
financial officer shall only be hired or dismissed
upon the approval of the regional system board [and
the-corporation—beard] as further set forth in section
323F-8.5;
Having and exercising all rights and powers necessary
or incidental to or implied from the specific powers
granted in this chapter, which specific powers shall
not be considered as a limitation upon any power
necessary Or appropriate to carry out the purposes and
intent of this chapter; [prowvided—that—theregional

. 3 hall ] ble £ 1 . 3

-y 11 Y ricl "
; hes i ] ; e

+aws] and
Each regional system, through its regional system

board, shall:
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(A) Develop policies and procedures necessary oOr
appropriate to plan, operate, manage, and control
the day-to-day operations of facilities within
the regional system [that—are-—consistent—with
cerpeoration—wide-potieies];

(B) Exercise custodial control over and use of all
assets of the corporation that are located in the
regional system pursuant to this chapter; and

(C) Expend funds within its approved regional system
budget and expend additional funds in excess of
its approved regional system budget upon approval

of the [ecorperation—beaxrd-] regional system

board."

SECTION 8. Section 323F-8.5, Hawaii Revised Statutes, is
amended as follows:

1. By amending its title and subsections (a) an (b) to
read:

"[£]8323F-8.5[}] Regional chief executive officer; exempt
position. (a) Upon establishment, [anrduntil December—31-
2008--] a regional system board may appoint a regional chief
executive officer and regional chief financial officer whose

salary shall be set by the corresponding regional system board
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and may discharge a regional chief executive officer or regional
chief financial officer for cause, consistent with subsection
(b) ; provided that the position shall be exempt from chapter 76

and section 26-35(a) (4). [ Bffeetive-—Jangary—3—2000-—the-hiring

corporation—beard-] Each regional chief executive officer may

also appoint, as necessary, other personnel, exempt from
chapters 76 and 89, to work directly for the regional chief
executive officer for the regional system and for the
corresponding regional system board.

(b) Any regional system board or its designee may
discharge its exempt personnel with or without cause; provided
that removal without cause shall not prejudice any contract
rights of personnel [+—and-provided—further—that—the-discharge—-of
a—regironat——chiefexecutive—officer—shall -beIimited—to—the
reasens—outlHined—in-seetion—323F 3 5{e)—up—to-—DBecember—31, 2008
Effective—January—+—2009—regionat]. Regional chief executive

officers and other exempt personnel shall be subject to
discipline, including discharge, in accordance with duly

executed contracts, laws governing exempt personnel of the

HB HMS 2009-1430
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State, and regional system policies adopted in accordance with

[eexrpoxrate] regional system board policies."

2. By amending subsection (d) to read:

"(d) Hiring, firing, compensation packages, and other
personnel actions with respect to employees not covered by
chapters 76 and 89 shall be governed by policies adopted by each
regional system board. [Fhese—petiecies—and-guidelines—shall-be

; " Lies 3 : dol 3 S 1
corporation board after—econsultation-—with the-regional—System
boards-]"

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

"§323F-9 Hiring of attorneys. The [corporatier] corporate
board and regional system boards may employ or retain any
attorney, by contract or otherwise, for the purpose of
representing the [eerporatien—eor] regional system boards in any
litigation, rendering legal counsel, or drafting legal documents
for the [eexrporatien—eo¥] regional system boards.

SECTION 10. Section 323F-10, Hawaii Revised Statutes, is
amended by amending subsections (a) and (b) to read as follows:
"(a) On the transfer date, there shall be established
within the corporation for each region, a public health facility

HB HMS 2009-1430 u

I S0 D



10

11

12

13

14

15

16

17

18

19

20

21

A H.B. NO. \&O7

management advisory committee to consist of nine members
initially to be appointed by the chief executive officer of the
corporation with the advice of the hospital administrators of
the facilities in the affected regions. The members shall serve
for a term of four years; provided that upon the initial
appointment of the members, two shall be appointed for a term of
one year, two for a term of two years, two for a term of three
years, and three for a term of four vyears.

Following the initial appointments by the chief executive
officer of the [eceorperatien] corporate board, any vacancies on a
regional committee shall be filled by a simple majority vote of
the members of the executive committee from a list of qualified
nominees submitted by the regional committee in which the
vacancy occurred. If a regional committee vacancy remains
unfilled for more than thirty days, that vacancy may be filled
by the chief executive officer of the corporation.

Fach regional management advisory committee shall include
medical and health care providers, consumers, and knowledgeable
individuals in other appropriate areas such as business and law;
provided that at least one member shall be a physician with

active medical staff privileges at one of the region's public

HB HMS 2009-1430 3
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health facilities. At least three members of the committee
shall be consumers.

The 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 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 committee shall select its own chairperson
and vice chairperson and shall adopt rules governing the terms
for removal of its chairperson from the executive management
advisory committee. In the event of a regional committee voting
to remove its chairperson who concurrently sits on the
[eexpoeratien] corporate board, that vote shall be unanimous. In
the event of a regional committee voting to remove its physician
member from the [eexrperatien] corporate board, that vote shall
also be unanimous. Each regional committee may also adopt other
rules as it may consider necessary for the conduct of its
business.

The members of the regional committees shall serve without

compensation, but shall be reimbursed for traveling expenses

®

HB HMS 2009_1430 40

T T



10

11

12

13

14

15

16

17

18

19

20

21

22

H.B. NO. \¢n7

incurred in the performance of their duties. The corporation
shall provide for the necessary expenses of the committees;
provided that no expenses may be incurred without prior
authorization by the chief executive officer.

(b) Each regional committee shall sit in an advisory
capacity to the chief executive officer on matters concerning
the formulation of regional operational and capital improvement
budgets, and the planning, construction, improvement,
maintenance, and operation of public health facilities within
its respective jurisdiction and shall sit in an advisory
capacity to the governor on matters concerning the nominees for
positions on the [eerperatiern] corporate board. Nothing in this
section shall be construed as precluding or preventing the
committees from coordinating their efforts and activities with
the facility administrators within their counties."

SECTION 11. Section 323F-10.5, Hawaii Revised Statutes, is
amended by amending subsections (a), and (b) to read as follows:
"(a) There is established within the corporation an
executive public health facility management advisory committee

to consist of the chairpersons of each of the five regional
public health facility management advisory committees. The
executive committee shall, through its chairperson, represent

HB HMS 2009-1430 a
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the interests of all regional committees on the [ecerpeoration]

corporate board.

(b) The executive committee shall select its own
chairperson to serve on the [eerperation] corporate board and
shall adopt rules governing the terms of office and removal from
the [eerporatien] corporate board. The executive committee
shall also adopt rules governing the terms of office for each of
the five regional committee chairpersons. The executive
committee may also adopt other rules as it may consider
necessary for the conduct of its business."

SECTION 12. Section 323F-11, Hawaii Revised Statutes, 1is
amended to read as follows:

"§323F-11 Executive branch; noninterference.
Notwithstanding any other law to the contrary, the governor and
executive branch agencies shall limit their responsibilities to
that of review and oversight when the [eerperatieon—eo¥] regional
system board receives general funds from the State to subsidize
the operating budgets of deficit facilities. The governor and
executive branch agencies shall not interfere with the systemic
change, capacity building, advocacy, budget, personnel, system
plan development, or plan implementation activities of [&he
corporatien—o¥] any regional system board. The governor and
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executive branch agencies shall not interfere with the ability
of [the—<cerporatien—o¥] any regional system board to function as
a multiple facility public hospital system delivering health
care services to the residents of the [Stater] state."

SECTION 13. Section 323F-21, Hawali Revised Statutes, is
amended as follows:

1. By amending subsections (a) through (f) to read:

"(a) There is created in the state treasury a special fund
to be known as the health systems special fund, into which shall
be deposited all fees, proceeds, reimbursements, and the like
owed to or received by the corporation, any regional system
board, and its facilities, except as herein provided. There
shall be established within the special fund regional
subaccounts for each regional system board upon its
establishmént. The special fund and the regional subaccounts
shall be used solely to fulfill the purposes outlined in this
chapter.

[Fhe—corporation—and—each] A regional system board may
establish and maintain, within the health systems special fund
or any regional subaccount, any other accounts that may be
necessary and appropriate to carry out its purposes and
responsibilities.

HB HMS 2009-1430 "
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[The—corporation—and—any] A regional system board may

deposit moneys into trustee accounts for the purposes of
securing or issuing bonds.

[Fhe—corporation—and] A regional system [beaxds] board may

provide reasonable reserves for any of the following purposes:

(1) Insurance deductibles;

(2) The improvement, replacement, or expansion of [their]
its facilities or services;

(3) The securing of [Eheeceorporation's—er] regional system
boards' bonds, notes, or other instruments of
indebtedness; or

(4) Any other purpose [£he—ecorporatien—er—the] a regional

system [beards—deem] board deems necessary or

appropriate in the performance of [£heix] its purposes
and responsibilities.
(b) [Fhe—corporation—board—and] A regional system [beards]
board shall [eeltaberatively] develop budgetary guidelines and
annual operating and capital budgets for each facility within

its respective regional system, taking into account anticipated

surpluses from or subsidies to the facilities pursuant to the
annual guidelines described in this section, accumulated

corporation and regional reserves and accounts, subsidies, if

HB HMS 2009-1430 "
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any, that are determined to be needed from the general fund, and
other sources of corporation-wide and regional income as may be
identified. Two-year budgets will be approved for regional
system boards, in alignment with State of Hawaii biennium
budgeting. The corporate board shall not alter the two-year

budget of a regional system [exeept+

system—boeard] .
The [eoxporatieon—and] regional system boards shall

[eetlaboratively] develop budgetary guidelines and negotiate

with each facility within its respective regional system

reasonable corporation administrative costs, including funds

determined by [the—eceorporation—or—any] a regional system board

to be needed from or provided to each facility within its

regional system to:

(1) Repay [eeorporatien—eo¥] regional system board debts;

(2) Provide subsidies to any facility within its regional

system determined to be unable to fund from within
that facility's programs and services deemed essential

to community needs; and

HB HMS 2009-1430
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(3) Maintain appropriate reserves.

(c) [Fhe—corporation—and] A regional system [beaxds] board
shall [eellabexratively] develop annual [eerperation] operating
and capital budgets, taking into account anticipated surpluses

from or subsidies to the facilities within its respective

regional system pursuant to the annual guidelines described in

this section, accumulated corporation and regional system board
reserves and accounts, subsidies, if any, that are determined to
be needed from the general fund, and other sources of
corporation-wide and regional system board income as may be
identified.

(d) Beginning with the first of the legislative biennium
budget years following the establishment of a regional system
board, and for each biennium period thereafter, the
[eorperatieon] regional boards shall call together all the
[ : ] . : ; 1 4 ]
regionatl—Ssystembeoard,—and—the] chairs of the facility

management advisory committees within their respective regional

systems, if any, to determine which services and functions

should be provided by the [ee¥rperatien] regional system board

for the next biennium budget period, consistent with this
chapter. As part of the biennium budgeting process, [the

HB HMS 2009-1430 w
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corporationboard-and—the—representatives—ef] each regional
system, working through the [eerporatiorn] corporate board
regional representatives, shall agree upon an allocation
methodology for funding the agreed upon and statutorily created
corporate services and functions.

(e) The corporation may share in any facility's surplus
and may offset any facility's deficits as provided herein. Any
regional system board shall share in the surplus of any facility
within the regional system and shall offset any facility
deficits within its regional system. Operating surpluses of the
regional system board shall be reinvested in the operations of
that regional system in any prudent manner; provided that upon
request, and subject to authorization by the regional system
board, the regional system board may share its surplus or
resources with a facility outside of the regional system to
benefit the corporation-wide system of health care. Obligations
undertaken by a facility shall be paid only from funds of that
facility, unless the [eerperatien] corporate board, the regional
system board managing the facility, or an authorized agent
explicitly agrees to guarantee the obligation. Loans and other

transfers may be made between regional systems upon approval of
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the affected regional system boards to assist in the cash flow
and operations of the public health facilities.

(£) In accordance with each annual facility budget, and
subject to policies established by the [eerperatier] corporate
board and by each regional system board, each facility of the
corporation and regional system board, respectively, shall:

(1) Bill and collect for its services;

(2) Maintain bank accounts; and

(3) Pay for needed personnel, supplies, equipment, and

other operational and capital expenditures."

2. By amending subsection (h) to read:

"(h) The [corperatien] corporate board and regional system
boards may hold public informational meetings on their budgets.
Representatives of any county government, state government, or
any other person having an interest in the budget, shall have
the right to be heard at the meetings."

SECTION 14. Section 323F-22, Hawaii Revised Statutes, is
amended by amending subsection (a) to read as follows:

"(a) The corporation shall engage a certified public
accountant to conduct an annual audit of its financial affairs,
books, and records in accordance with generally accepted

accounting principles. The corporation, in consultation with a
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regional system board, may permit or require a regional system
board to retain an audit firm to conduct an independent audit of
the regional system. Each regional system board shall submit
the results of the annual audit to the [eerperatien] corporate
board within one hundred twenty days after the close of the
regional system board's fiscal year. The corporation shall
submit to the governor and the legislature, within one hundred
fifty days after the close of the corporation's fiscal year, a
report that shall include the audited financial report for that
fiscal year for the corporation and each regional system board."

SECTION 15. Section 323F-7.5, Hawaii Revised Statutes, 1is

repealed:

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

repealed:
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section—323F 85 for that-regional system—No—3ncumbent
hall ] . " e . 1 |
the-—regionalsystemboard-"]

SECTION 17. Sectiomns 26-35.5, 76-11, 89-2,89C-1.5,323F-4,

323F-4.5, 323F-5, Hawaii Revised Statutes, are amended by
substituting the words "corporate board" or like terms wherever
the words "corporation board" or like terms occur as the context
requires.

SECTION 17. (a) It is the intent of this Act that the
ability of the Hawaii health systems corporation to carry out

its mission and improve the quality and efficiency of care in

HB HMS 2009-1430
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all of its regional systems will be enhanced by the delegation
to community-based, regional system boards the control over the
assets, personnel, services, and operations of the corporation.
This regional control shall be delegated to the regional system
boards within a reasonable period of time following the
effective date of this Act. This Act shall be construed with
this intent.

(b) Following a transition period of no longer than one
vear after this Act taking effect, each regional system board
the control over the assets, personnel, services, and operations
of the Hawaii health systems corporation with regard to the
respective regional system shall be transferred to the
appropriate regional system board. The corporate board shall
assist as directed by any regional system board in transitioning
regional control of Hawaii health system corporation operations
within the respective regional systems. Transition shall take
no longer than one year, unless a longer period is agreed to by
the regional system board.

(b) No officer or employee of the State having tenure
shall suffer any loss of salary, seniority, prior service
credit, wvacation, sick leave, or other employee benefit or

privilege as a consequence of this Act, and such officer or
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employee may be transferred or appointed to a civil service
position without the necessity of examination; provided that the
officer or employee possess the minimum qualifications for the
position to which transferred or appointed; and provided that
subsequent changes in status may be made pursuant to applicable
civil service laws.

(c¢) During any transition period or until a methodology
for funding regional system services and functions as provided
for in section 323F-21, Hawaii Revised Statutes, is developed,
the Hawaii health systems corporation shall continue to provide
to any regional system board services that the Hawaii health
systems corporation provides to any of its facilities as of
April 1, 2009, and may charge an amount consistent with charges
levied on other facilities within the system for such services.
In the event there is a service provided by the corporation to
only one regional system, and the regional system board
determines that it does not need the service during this interim
period, the regional system board may terminate the service upon
one hundred eighty days written notice to the corporate board.

SECTION 18. There is appropriated out of the general
revenues of the State of Hawaii the sum of $ or so much

thereof as may be necessary for fiscal year 2009-2010 to support
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the necessary transfer in services and regional control from
Hawaili health systems corporation's corporate board to the
regional system boards.

The sum appropriated shall be expended by the regional
system boards of the Hawaii health systems corporation for the
purposes of this Act.

SECTION 19. All acts passed prior to or during this
regular session of 2009, whether enacted before or after passage
of this Act shall be interpreted to conform to this Act, unless
the acts specifically provide that this Act is being amended.

In so far as this Act is inconsistent with any other law, this
Act shall control.

SECTION 20. Statutory material to be repealed is bracketed

and stricken. New statutory material is underscored.

SECTION 21. This Act shall take effect on July 1, 2009.

INTRODUCED BY: w"“ %( A’.’
JAN 2 8 2003 /
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Report Title:
Corporate Board Functions; Service and Coordination Group

Description:

Restructures the Hawaii Health Systems Corporation so the
Corporate Board takes on a new role as a service and
coordination group to assist the Regional Boards in improving
public hospital services.
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