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HOUSE OF REPRESENTATIVES
TWENTY-SIXTH LEGISLATURE, 2011 H . B ] N O ] ? 2 6

STATE OF HAWAII

A BILL FOR AN ACT

RELATING TO THE HAWAII EMPLOYER-UNION HEALTH BENEFITS TRUST

FUND .

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

SECTION 1. The purpose of this Act is to control the
State's and the counties' health benefits costs for retired
employees and their dependents by making amendments to the
Hawaii employer-union health benefits trust fund law.

During the current state budget crisis, the legislature
finds it appropriate and necessary to reduce the expenditure of
puﬁiic funds for the health benefits plans of retired employees.
At the state level, active employees have suffered and
sacriﬁiged due to layoffs and furloughs in order to balance the
state budget. The legislature finds that retired employees also
should share in the burden.

This Act does the following:

(1) Establishes a tiered system of employer contributions
for the medicare part B premiums of new employees who
first enter service after June 30, 2011, and
subsequently retire, based on their years of service

before retirement;
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(2}

(4)

H.B. NO. $20

When a re£ired employee is married to an active
employee, renders the retired employee ineligible Eo
enroll in a two-party or family plan that covers the
active employee or any dependent. Instead, the
retired employee may enroll in a self plan and the
active employee may enroll in a self or family plan to
cover the active employee{and, if applicable, any
dependent;

When a retired employee's spouse 1is privateiy employed
and eligible for prepaid health care coverage, renders
the spouse ineligible for coverage under the retired
employee's health benefits plan unless the spouse also
is covered by the prepaid health care plan offered by
the private employer;

Requires the office of the auditor to annually
evaluate the health benefits plan for retired
employees to determine compliance with the
requirements that the plan does not duplicate'medicare
benefits, and must be secondary to medicare;

Provides that the employers' contribution for the
medicare part B premium shall be based on the least

costly medicare part B premium rate;
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- H.B. NO. €2¢

(6) Provides medicaxre part B contributions for a retired
employee's spouse only if the employee first entered
service before July 1, 2011;

(7) Requires a retired employee to enroll in both medicare
part B and a medical benefits plan of the fund as a
condition for receiving reimbursements for medicare
part B premiums;

(8) Requires a retired employee's spouse who is eligible
to enroll in the medicare part B.medical insurance
plan to enroll in that plan as a condition for
participating in a health benefits plan of the fund;
and

(9) Requires the annual adjustment of the base monthly
contribution for retired employees to be based on the
changes to the least costly medicare part B premium
rate.

SECTION 2. Chapter 87A, Hawaiil Rev;sed Statutes, is

amended by adding a new section to part IV to be appropriately
designated and to read as follows:

"§87A-A State and county contributiomns for medicare part

B premiums; employees hired after June 30, 2011, and

subsequently retired. (a) This section shall apply to state
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and county contributions to the fund for the medicare part B

premiume of employees who first enter state or county service

after June 30, 2011, and subseguently retire.

(b) For the purpose of this section, an employee's years

of service shall be computed in the same manner as set forth in

chapter 88.

(¢) The State, through the department of budget and

finance, and the counties, through their respective departments

of finance, shall pay to the fund for the medicare part B

medical insurance plan:

(1) For each retired employee with ten or more years but

fewer than fifteen years of service, a monthly

contribution equal to one-half of the least costly

medicare premium rate;

(2) For each retired employee with at least fifteen years

but fewer than twenty-five years of service, a monthly

contribution equal to seventy-five per cent of the

least costly medicare premium rate; and

(3) For each retired employee with twenty-five or more

years of service, a monthly contribution equal to one-

hundred per cent of the medicare part B premium rate."
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SECTION 3. Section 874-1, Hawaii Revised Statutes, is
amended by adding a new definition of "medical benefits plan" to
be appropriately inserted and to read as follows:

"iMedical benefits plan" means a group insurance contract

or service agreement offered by a carrier providing medical,

hospital, surgical, and other health care benefits or a similar

schedule of benefits that are provided through the fund on a

self-insured basis. The term does not include a health benefits

plan that provides only prescription drug, Qision, or dental

benefits."

SECTION 4. Section 87A-21, Hawaiil Revised Statutes, is
amended to read as follows:

"[£]1§87A-21[}] Eligibility. (a) The board shall
establish eligibility criteria to determine who can qualify as
an employee-beneficiary, dependent-beneficiary, or qualified-
beneficiary, consistent with the provisions of this chapter.

{b) [A] Subject to subsections (d) and (e), a fetired

member of the employees' retirement system; a county pensiocn
system; or a police, firefighters, and bandsmen pension system
of the State or county, shall be eligible to qualify as an

employee~beneficiary:
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(1) Regardless of whether the retired member was actively
employed by the State or county at the time of the
retired employee's retirement; and

(2} Without regard to the date of the fetired member's
retirement.

(¢} A dependent of a retired member shall be eligible to

qualify as an employee—beneficiary or dependent-beneficiary:

(1) Regardless of whether the retired member was actively
employed by the State or county at the time of the
retired employee's retirement; and

(2) Without regard to the date of the retired member’'s
retirement.

(d) When a retired employee is married to and not legally

separated from an active employee, the retired employee shall

not be eligible to enroll in a two-party or family plan that

covers the active employee or any other dependent-beneficiary.

Instead, the retired employee may enroll in a self plan, and the

active employee may enroll in a self or family plan to provide

coverage for the active employee and, if applicable, any

dependent-beneficiary other than the retired employee.
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This subsection shall apply only while the retired employee

and active employee are married to and not legally separated_

from each other.

(e) When a retired employee's spouse is privately employed

and eligible for coverage under a prepaid health care plan

offered by the private employer, the retired employee shall not

be eligible to enroll in a health benefits plan covering the

spouse unless the spouse also is covered under the prepaid

health care plan. If the spouse chooses to forego coverage

under the prepaid health care plan, the retired employee may

enroll in a self plan, but not a two-party or family plan. For

the purpose of this section, "prepaid health care plan" means

the same as defined under section 393-3.

This subsection shall apply only while:

(1) The retired employee is married to and not legally

separated from the privately employed spouse; and

(2)  The spouse is privately employed and eligible for

coverage under a prepaid health care plan offered by

the private employer."

SECTION 5. Section 87A-23, Hawaii Revised Statutes, is

amended to read as follows:
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"§87A-23 Health benefits plan supplemental to medicare.

The board shall establish a health benefits plan, which takes

into account benefits available to an employee-beneficiary and

gpouse under medicare, subject to the following conditions:

(1)

(2)

There shall be no duplication of benefits payable
under medicare. The plan under this section, which
shall be secondary to medicare, when combined with
medicare and any other ﬁlan to which the health
benefits plan is subordinate under the National
Association of Insurance Commissioners' coordination
of benefit rules, shall provide benefits that
approximate those proﬁided to a similarly situated
beneficiary not eligible for medicare({+].

The auditor, at least annually, shall evaluate

the health benefits plan to determine if it complies

with this section and submit a report to the

legislature on the auditor's findings;

The State, through the department of budget and
finance, and the counties, through their respective
departments of finance, shall pay to the fund a
contribution equal to [araomeunt neot-Jesgs—than] the

leagt costly medicare part B premium([+] rate for each
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of the following who are enrolled in the medicare part
B medical insurance plan:
(a) [amr] An employee-beneficiary who is a retired

employee, regardless of the date of retirement;

(B) [an] An employee-beneficiary's spouse [white] 1f

the employee-beneficiary [fs—tiwvings] first

entered service before July 1, 2011; and

(C) [ar] An employee-beneficiary's spouse, after the
death of the employee-beneficiary, if [&he]:
{i} The spouse qualifies as an employee-

beneficiaryi+]; and

(ii) The employee-beneficiary first entered

sexrvice before July 1, 2011.

For purposes of this séction, a "retired employee"
means retired members of the employees' retirement
system; county pension system; or a police,
firefighters, or bandsmen pension system of the State
or a county as set forth in chapter 88. If the amount
reimbursed by the fund under this section is less than

the [aetuvaleost—of-the] least costly medicare part B

[medieal—insurance—ptan] premium rate due to an
increase in the [medicare-part—Bmedical insuranece
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pran] premium rate, the fund shall reimburse each

[emp ] fi e ; 1 J £3 s :

spouse] retired employee for the cost increase within

thirty days of the premium rate change. Each

P ] £ et . 3 ] £

spowse] retired employee who becomes entitled to

reimbursement from the fund for medicare paxt B.
premiums after July 1, 2006, shall designate a
financial institution account inte which the fund
shall be authorized to deposit reimbursements. This
method of payment may be waived by the fund if another
method is determined to be more appropriate;
rhe s 1o 3 o Tan bined

Cen £ 1ok 5 14 :

1 bi e ki 1 . ; 34

et 1] . 3 1 3 T . elicib]
for medicares
(3) All [emplevee—beneficiaries—or dependent—

benefieiaries] retired employees who are eligible to
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enroll in the medicare part B medical insurance plan

shall [enrell] be enrolled simultaneously in that plan

and a medical benefits plan under this chapter as a

condition of receiving contributions and participating
in benefits plans under this chapter. [Fhis—paragraph
shall applyteo—retired-employvees—thelr spouses,—and

] o £ g 3 , 3
empleyees—killedinthe performance—of—dutyr—and] If

the retired employee is enrolled only in the medicare

part B medical insurance plan, and not a medical

benefits plan under this chapter, the retired employee

shall not receive any reimbursement of part B premiums

from the fund;

(4) A dependent-beneficiary or survivor who becomes an

employee-beneficiary eligible to enroll in the

medicare part B medical insurance plan shall be

enrolled in that plan as a condition for participating

in a health benefits plan under this chapter; and

(5) The board shall determine which of the [employee—

benefietarices—anddependent-—beneficiaries] retired

employees, who are [rmneot—enrelledin] ineligible for
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the medicare part B medical insurance plan, may
participate in the pians offered by the fund."

SECTION 6. Section 87A-33, Hawail Revised Statutes, is
amended by amending subsecticn (d) tp read as follows:

"{d) The base éomposite monthly contribution shall be
adjusted annually, beginning July 1, 2005.

The adjusted base composite monthly contribution for each
new plan year (July 1 until June 30) shall be calculated by
increasing or decreasing the base composite monthly contribution
in effect through the end of the prévious plan year by the

percentage increase or decrease in the least costly medicare

part B premium rate for those years[-—whieh]. The percentage

shall be calculated by dividing the least costly medicare part B

premium rate in effect at the beginning of the new plan year by

the least costly medicare part B premium rate in effect at the

beginning of the previous plan year.

highest—actual—econtracted premivm—rate as—of July—I+—2604=]
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As used in this subsection, "medicare part B premium rate"
means the rate published in the Federal Register each year on
November 1 or on the business day closest to November 1 of each
year after the medicare part B premium rate has been established
by the Secretary of Health and Human Services and approved by
the United States Congress."

SECTION 7. Section 87A-34, Hawaii Revised Statutes, is
amended by amending subsection (b) to read as follows:

"(b} The State, through the department of budget and
finance, and the counties, through their respective departments

of finance, shall pay to the fund for each retired employee

enrolled in a medicare or non-medicare health benefits plan a

monthly contribution equal to one-half of the lesser of the

following:

(1}, [&ke] The base monthly contribution as set forth and

adjusted under section 87A-33(b}) and (d) for [xetired
] 11led— 14 34 Lenlt]
benefites—plans-] tﬁe plan in which the retired

employee is enrolled; or

{(2) The actual monthly premium cost for that plan.

If both husband and wife are employee-beneficiaries, the total

contribution by the State or county shall not exceed the monthly
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contribution for supplemental medicare family or non-medicare
family plan, as appropriate."

SECTION 8, Section 87A-35, Hawaii Revised Statutes, is
amended by amending subsection (¢} to read as follows:

"{c) The State, through the department of budget and
finance, and the counties, through their resgpective departments
of finance, shall pay to the fund:

(1} For each retired [employees] employee enrolled in a

medicare or non-medicare health benefit [plams] plan
with ten or more years but fewer than fifteen years of
-service, a monthly contribution equal to one-half of

the legsser of the following:

(A) [€ke]l The base monthly contribution as set forth

and adjusted under section 87A-33(b) and (d) for

the plan in which the retired employee is

enrolled; or

(B) The actual monthly premium cost for that plan;

and
{2) For each retired [empleoyees] employee enrolled in a
medicare or non-medicare health benefit [pdans] plan

with at least fifteen years but fewer than twenty-five

HB LRB 11-0464.doc
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years of service, a monthly contribution of seventy-

five per cent of the lesser of the following:

(A) [£he] The base monthly contribution as set forth

and adjusted under section 87A-33 (b} [+] and (d)

for the plan in which the retired employee is

enrolled; or

{(B) The actual monthly premium cost for that plan.

If both husband and wife are employee—benefigiaries, the total
contribution by the State or county shall not exceed the monthly
contribution for a supplemental medicare family or non-medicare
family plan, as appropriate."

SECTION 9. Section 87A-36, Hawaili Revised Statutes, is
amended by amending subsection (¢) to read as follows:

"{c) The State, through the department of budget and
finance, and the counties, through thelr respective departments
of finance, shall pay to the fund:

(1) For each retired [employees] employee based on the

self plan with ten or more years but fewer than
fifteen vyears of service, a monthly contribution equal

to one-half of the lesser of the following:

(A) [£Eke] The base [medicare—eor mon-medieare] monthly

contribution as set forth and adjusted under

HBE LRB 11-0464.doc 15
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section 87A-33(b) [+] and (d) for the self plan in

which the retired employee is enrolled; or

{B) The actual monthly cogt for that sgelf plan;

For each retired [empleyees] employee based on the

self plan with at least fifteen years but fewer than
twenty-£five years of service, a monthly contribution

equal to seventy-five per cent of the lesser of the

following:

(a) [£ke] The base [medicareor pon—medieare] monthly

contribution as set forth and adjusted under

section 87A-33(b) [+] and (d) for the self plan in

which the retired emplovee is enrolled; or

(B) The actual menthly cost for that self plan;

For each retired [emplreyees] employee based on the

self plan with twenty-five or more years of sexrvice, a

- monthly contribution equal to one-hundred per cent of

HE LRB 11-

TR

the legger of the following:

(A) [£he] The base medicare or non-medicare monthly

contribution as set forth and adjusted under

section 87A-33(b}) and (d) for the self plan in

which the retired employee 1is enrolled; ox

(B} The actual monthly cost for that self plan; and
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(4) One-half of the monthly contributions for the
employee-beneficiary or employee-beneficiary with
dependent-beneficiaries upon the death of the
employee, as defined in paragraph (1) (E) of the
definition of "employee" in section 87A-1.

If both husband and wife are employee—beneficiéries, the
total contribution by the State or county shall not exceed the
monthly contribution for two supplemental medicare self or non-
medicare self plans, as appropriate.™

SECTION 10. Section 87A-37, Hawaliil Revised Statutes, is
amended by amending subsection (b} to read as follows:

"(b) Effective July 1, 2003, there ;s_established a base
monthly contribution of $4.16 for each retired employee enrolled
in a group life insurance plan; provided that the monthly
contribution shall not exceed the actual cost of the group life
insurance benefits plan. The base composite monthly
contribution shall be adjusted annually beginning July 1, 2004,
The adjusted base composite‘monthly contribution for each new
plan year shall be calculated by increasing or decreasing the
bage composite monthly contribution in effect through the end of
the previous plan year by the percentage increase or decrease in

the least costly medicare part B premium rate for those years.
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The percentage shall be calculated by dividing the least costly

medicare part B premium rate in effect at the beginning of the

new plan year by the least costly medicare part B premium rate

in effect through the end of the previous plan year.

As used in this subsection, "medicage part B premium rate"
means the rate published in the Federal Register each year on
November 1 or on the business.day closest to November 1 of each
vear after the medicare part B premium rate has been established
by the Secretary of Health and Human Services and approved by
the United States Congress."

SECTION 11. In codifying the new section added by section
2 of this Act, the revisor of statutes shall substitute
appropriate section number for the letter used in designating
the new section in this Act.

SECTION 12. Statutory material to be repealed is bracketed
and stricken. New statutory material is underscored.

SECTION 13. This Act shall take effect on July 1, 2011.

INTRODUCED BY: Mk W\A/Y

JAN 2 4 2@
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Report Title:
Hawaii Employer-Union Health Benefits Trust Fund; Cowmprehensive
Amendments

Description:
Makes wvarious amendments to the Hawaii employer-union health
benefits trust fund law: (1) establishes a tiered system of

employer contributions for the medicare part B premiums of new
employees who first enter service after 06/30/2011 and
subsequently retire, based on their vyears of service before
retirement; (2) when a retired employee is married to an active
employee, renders the retired employee ineligible to enroll in a
health benefits plan that provides coverage for the active
employee; (3) when a retired employee is privately employed and
eligible for prepaid health care coverage, renders the retired
employee ineligible to enroll in a two-party or family plan that
covers the spouse unless the spouse also is enrolled in the
prepaid health care plan; (4) requires the auditor to
periodically evaluate the health benefits plan for retired
employees to determine compliance with the requirements that the
plan not duplicate medicare benefits and be secondary to
medicare; (5) provides that the employers' contribution for the
medicare part B premium shall be based on the least costly
medicare part B premium rate and made only for a retired
employee; (6) provides medicare part B contributions to a
retired employee's gspouse only if the employee first entered
service before 07/01/2011; (7) requires a retired employee to
enrcll in both medicare part B and a medical benefits plan of
the fund as a condition for receiving reimbursements for
medicare part B premiums; (8) requires a retired employee's
spouse who is eligible to enroll in the medicare part B medical
insurance plan to enroll in that plan as a condition for
participating in a health benefits plan of the fund; and (9)
requires the annual adjustment of the base monthly contribution
for retired employees to be based on the least costly medicare
part B premium rate.
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