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TESTIMONY BY KALBERT K. YOUNG
DIRECTOR, DEPARTMENT OF BUDGET AND FINANCE
STATE OF HAWAII _
TO THE SENATE COMMITTEE ON JUDICIARY AND LABOR
ON
HOUSE BILL NO. 1038, H.D. 2

March 22, 2011

RELATING TO THE EMPLOYEES’ RETIREMENT SYSTEM

House Bill No. 1038, H.D. 2,p rovides for retirement benefits for State and
county employees who become members of the Employees’ Retirement System of
the State of Hawaii after June 30, 2012,‘that are different from the retiremlent
benefits of current employees, and reduces the investment yield assumption for the
Employees’ Retirement System to 7.75% for the fiscal year ending June 30, 2011.

The Department of Budget and Finance supports this Administration bill and
technical corrections as proposed by the Employees’ Retirement System which will
help to control increases in the cost of employee benefits for State and county
employers by changing retirement benefits to employees who become members of
the Employees’ Retirement System after June 30, 2012, and reducing the
investment yield assumption.

Although this measure will differentiate benefits within the Employees’
Retirement System between employees based on their hire date, the Administration
recognizes that such action is necessary to ensure the long-term viability of the

Employees’ Retirement System.
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March 22, 2011

The Honorable Clayton Hee, Chair
and Members of the Committee on Judiciary and Labor
The Senate
State Capitol
Honolulu, Hawaii 96813

Dear Chair Hee and Members:

Subject: House Bills No.1038, H.D.2
Relating to Employer Contributions to the Employees’ Retirement System

The City and County of Honolulu (City) is well aware of the serious challenges the Retirement
System is facing and recognizes the need for significant course correction. The City supports
House Bill 1038, House Draft 2, which combined elements of House bills 817, 1037, 1142 and
1143, and which addresses the Retirement System’s unfunded liability by providing reasonable
changes to benefits as well as increases in the Employer contribution rate.

We know that the increases in the Employer contribution provided in this bill will have a severe
negative impact on our budget going forward. However, we recognize that this Is balanced by
other provisions of the bill that update the benefits making them more realistic and sustainable.
This comprehensive approach will, we hope, ultimately result in a system that is more stable and
Employer costs that are more predictable.

We realize this Committee is facing very difficult decisions on many matters, including this one.
We urge the Committee to pass this comprehensive measure to set the Retirement System on a
sustainable path.

Thank you for the opportunity to testify on H.B. 1038.

Yours truly,

Michael R. Hansen, Director oel T. Ono, Director
Department of Budget & Fiscal Services epariment of Human Resources
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The Twenty-Sixth Legislature
The Senate
Committee on Judiciary and Labor
March 22, 2011

Testimony by
Hawaii Fire Fighters Association

H.B. No.1038,H.D.2 RELATING TO THE EMPLOYEES' RETIREMENT SYSTEM.

My name is Robert H. Lee and | am the President of the Hawaii Fire Fighters Association, Local
1463, IAFF, AFL-CIO. On behalf of HFFA which represents the 2,800 active and retired professional fire
fighters throughout the State we respectfully oppose H.B. No. 1038, H.D. 2.

HFFA has serious concerns of the drastic changes relating to retirement eligibility and
calculations found in H.B. No. 1038, H.D. 2 We are very cognizant that benefits and contributions are
subject to review but respectfully request full and forthright discussion continue to allow for reasonable
changes to retirement benefits for all public employees.

Thank you for the opportunity to provide comments on H.B. No. 1038, H.D. 2
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From: mailinglist@capitol.hawaii.gov

Sent: Monday, March 21, 2011 2,34 PM

To: JDLTestimony

Cc: DHigashid6@hawaii.rr.com

Subject: Testimony for HB1038 on 3/22/2011 9;15;00 AM

Testimony for JDL 3/22/2011 9:15:00 AM HB1038

Conference room: 916

Testifier position: comments only
Testifier will be present: No
Submitted by: Donna Higashi
Organization: Individual

Address:

Phone:

E-mail: DHigashid6@hawaii.rr.com
Submitted on: 3/21/2011

Comments:
Dear Senator Hee and Members of the Senate Judiciary and Labor Committee,

I am concerned about the proposed change to the ERS's PRA from 2 1/2% to 1 1/2% for new
hires. (page 37 of HB1@38 HD2). The HSTA-R COLA Fairness Committee which I am a member has
been studying this matter for several years now. Although it may seem that by changing the
percentage will &quot;save&quot; the State of Hawaii money at this time, the real intent of
the ERS's PRA will be grossly overlooked.

That is why we support HR245/HCR278 which was recently introduced: Requesting the
Legislative Reference Bureau to conduct a study to measure the effectiveness of the Post
Retirement allowance in fulfilling its purpose to help offset the rising cost of living and
keep up with inflation.

We hope you will keep this in mind as you deliberate on HB1038 HD2.
Thank you,

Donna Higashi,
a retiree
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From: mailinglist@capitol. hawaii.gov

Sent: Monday, March 21, 2011 4:48 PM

To: JDLTestimony

Cc: bgotelli@msn.com

Subject: Testimony for HB1038 on 3/22/2011 9:15:00 AM

Testimony for IDL 3/22/2011 9:15:00 AM HB1038

Conference room: 616

Testifier position: comments only
Testifier will be present: No
Submitted by: Beverly Gotelli
Organization: Individual

Address:

Phone:

E-mail: bgotelli@msn.com
Submitted on: 3/21/2811

Comments:
Senator Hee and members of the Committee:

HB1838 HD 2 makes many changes to retirement benefits for future employees. Upon my
retirement I have been a member of the HSTA-Retired COLA Fairness Committee which has been
reviewing the Post Retirement Allowance for retirees. It is being proposed that the PRA be
reduced to 1 and 1/2 percent from its current 2.5 percent.

I don't believe the reduction of the PRA will be a cost saving to the State.

That is why I support HR245/HCR278 which was recently introduced: Requesting the Legislative
Reference Bureau to conduct a study to measure the effectiveness of the Post Retirement
allowance in fulfilling its purpose to help offset the rising cost of living and keep up with
inflation.

I urge the Committee to look at this section of the legislation and leave it at its current
level until the study is done.

I believe this is would be more beneficial to the State.
Thank you for the opportunity to provide me comments on this issue.

Beverly Gotelli
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ADMINISTRATOR, EMPLOYEES’ RETIREMENT SYSTEM
STATE OF HAWAII '
TO THE SENATE COMMITTEE ON JUDICIARY AND LABOR
ON
HOUSE BILL NO. 1038, H.D. 2

MARCH 22, 2011

RELATING TO THE EMPLOYEES' RETIREMENT SYSTEM

Chair Hee and Members of the Committee:

H.B. 1038, H.D. 2 provides for retirement benefit changes for
State and County employees who become members of the Employees’
Retirement System of the State of Hawaii (ERS) after a certain
date. The ERS Board of Trustees strongly supports this bill as
it seeks to improve the ERS’ funded status, and they also
recommend that the bill be amended with the technical amendments
on the attached document.

This measure seeks to reduce future liability by making changes
for future State and County employees, which will provide for
reasonable changes to employer contribution rates while State
and county employers face challenging budgets. Changes are
being proposed for all employee groups to reduce the benefit
multiplier, post retirement increase, and Hybrid Plan account;
increase the vesting period, average final compensation (AFC)
pericd, and employee contribution rate. The ERS also proposes
or supports additional changes to raise the retirement age and
to reduce the “regular interest” paid on employee contributions.
All of these changes will result in cost savings, which will
help to prevent further increases to the employer contribution
requirements that would otherwise be necessary to amortize the
ERS's UAAL within a 30-year period. The following cost savings
(or reduced contribution savings) estimated by the ERS Actuary
for the next 5 fiscal years are anticipated if all of the
benefit changes for new hires are implemented:

FY 2012: 854 million
FY 2013: $92 millicn
FY 2014: $95 million
FY 2015: $98 million
FY 2016: $101 million



- The passage of this bill (after changing it with the suggested
technical amendments) will result in employer contribution rates
stabilizing over the next several years as follows:

All Other Employees (current rate at 15% of payroll; 6% for
normal cost and 9% for unfunded liability):

FY 2012: 15%
FY 2013: 15.5%
FY 2014: 16%
FY 2015: 16.5%
FY 2016: 17%
FY 2017: 17%

Police and Fire {(current rate at 19.7% of payroll; 6% for normal
cost and 13.7% for unfunded liability):

FY 2012: 19.7%
FY 2013: 22%
FY 2014: 23%
FY 2015: 24%
FY 2016: 25%
FY 2017: 25%

Without the passing of H.B.1038, H.D. 2 (including ERS suggested
changes), the employer contribution rates would require
immediate increases in FY 2012 from 15% to 17% for all other
employees and from 19.7% to 23% for Police & Fire to meet the
30-year amortization period for paying down the UAAL. These
rates would be expected to increase to 19% for all other
employees and 27% for Police and Fire over the next several
fiscal years as the remaining investment losses from fiscal year
2009 are recognized.

Another change to the bill that the ERS requests would reduce
the investment return rate assumption from 8% to 7.75% and
authorizes the ERS Board of Trustees to set the investment
return rate assumption after June 30, 2011, based on the
recommendations of the actuary. The ERS Board of Trustees
supports this change as it seeks to get a realistic investment
return rate assumption.

The ERS Board of Trustees has the fiduciary responsibility of
adopting actuarial assumptions that impact the funding of the
ERS. The ERS Board of Trustee has the statutory authority to
adopt all of the actuarial assumptions except for the investment
return rate. The investment return rate is currently set by



Hawaii state statute at 8%. The ERS exceeded the assumed 8%
investment return rate for five of the past ten years; however,
it fell below the 8% return rate for the other five vears,
resulting in an average return rate of approximately 3% for the
past ten fiscal years. Although the past ten years may not be a
reliable indicator for the future, several ERS investment
managers have indicated that it will be extremely difficult to
achieve an 8% average investment return rate over the next ten
years. Many public pension plans have decreased or are
contemplating a reduction to their investment return rate to
7.75% or even 7.5%. Based on analysis and the recommendations
of the ERS Actuary and Investment Consultant, the ERS Board of
Trustees approved a decrease in the investment return rate
assumption from 8% to 7.75%.

The ERS Board of Trustees should be allowed to establish the
investment return rate based on recommendations by its Actuary
and Investment Consultant. The investment return rate
assumption is used to determine the funding level of ERS and
contribution rates for employers. If the investment return rate
assumption is not realistic, the funding level of the ERS could
either be understated or overstated, and employer contribution
rates may not be set at levels appropriate to meet the long-term
costs of the ERS. If the investment return rate assumption is
set by statute, then the Board may be required to assume
additional risk to meet this rate. The additional rigk could
result in achieving the statutory rate; however additional risk
could also result in severe underperformance during difficult
economic times, thereby further increasing the ERS's unfunded
actuarial accrued liability, which is currently reported at $7.1
billion.

As a result, the ERS Board of Trustees strongly supports the
passage of H.B. 1038, H.D. 2 (including ERS suggested changes).
Thank you for the opportunity to testify on this important
measure.



HB 1038, HD2 — Technical Corrections

The marked changes are intended to incorporate the operative provisions of Part IV
(originally HB 1142) into Part I (the original HB 1038). HB 1038, as introduced,
included all of the benefit changes proposed by the ERS, except changes in retirement
age. HB 1142 included only the ERS’s proposed changes in retirement age; it did not
include any of the other changes proposed by the ERS, i.e., it retained the curment
provisions for multiplier and minimum years of service.

As revised, Part I incorporates all of the changes to the benefit structure proposed by the
ERS. These changes affect individuals who become ERS members after June 30, 2012.

Part I (originally HB 1037) includes the changes to employer contribution rates proposed
by the ERS.

Part III (originally HB 817) includes a reduction in the “regular interest” credited to
employee contributions. The reduction applies to individuals who become ERS members
after June 30, 2012, ERS supports the intent of the HB 817.

Part IV (renumbered) (originally HB 1143) reduces the investment yield assumption for
the ERS to 7.75% for the fiscal year ending June 30, 2011, and authorizes the ERS Board
to thereafter set the investment yield assumption. This is a measure that the ERS
proposed.

The changes also correct technical errors and make conforming amendments to the HRS
sections affected by HB 1038, HD2. (The changes to proposed HRS § 88-74(h) are
intended to conform that subsection to proposed HRS § 88-74(g).)

The effective date of the bill is July 1, 2011, except for Part IV, which is effective June
30, 2011.

Inserts: .
INSERT #1 (on p. 2): seep. 53.
INSERT #2 (on p. 8): seep. 55.

INSERT #3 (on p. 27): . If the member has not attained age sixty, the member’s
retirement allowance shall be computed as though the member had attained age

sixty, reduced for age as provided in subsection (i);
INSERT #4 (on p. 30): see p. 75.

INSERT #5 (on p. 43): seep. 76.
INSERT #6 (on p. 43): seep. 77.

HB 1038 HD 2 -- Technical Correction Inserts
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HOUSE OF REPRESENTATIVES 1038
TWENTY-SIXTH LEGISLATURE, 2011 H . B N O , HD.2
STATE OF HAWAI *

A BILL FOR AN ACT

RELATING TO THE EMPLOYEES' RETIREMENT SYSTEM,

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWANL:
PART T

SECTION 1. Section 88-45, Hawaii Revised Statutes, is
amended to read as follows:

"§88-45 Fmployee contributions. After June 30, 1988, each
class A and class B member shall contribute seven and eight-
tenths per cent of the member's compensation to the annuity
savings fund; provided that after Juna 30, 1889, all
firefighters, poli&e officers, correctiong officers,
investigators of the departments of the prosecuting attorney and
of the attorney general, narcotics enforcement investigators,
water safety officers not making the election under section 88-
271, and public safety investigations staff investigators shall
contribute twelve and two-tenths per cent of their compensation
to the annuity savings fund for service in that capacity{+};

provided further that each class A and class B member who

becomes a member after June 30, 2012, shall contribute nine and

eight-tenths per cent of the member's compensation to the

annuity savings fund; provided further that all firefighters,
HB1(38 HD2 HMS 2011-2
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police officers, corrections officers, investigators of the

departments of the prosecuting attorney and of the attorney

general, narcotics enforcement investigators, and public safety

investigations staff investigators who become members after June

30, 2012, shall contribute fourteen and two-tenths per cent of

their compensation to the annuity savings fund for service in

that capacity."

SECTION 2., Section 88-62, Hawaii Revised Statutes, is

© el N e oA W W

amended to read as follows:

10 "§88-62 Return to saervice of a former member. (a) For

11 members who became members before July 1, 2012:

12 ill If a formex member who has less than five years of

13 credited service and who has been out of service for a
14 period of four full calendar yvears or more after the
15 year in which the former member left service, or if a
16 former member who withdrew the former member's

17 accumulated contributions returns to service, the

18 former member shall become a member im the same mammer
19 and under the same conditions as anyone first entering
20 service; however, the former member may obtain

21 | menmbership service credit in the manner provided by

22 applicable law for credited service that was forfeited

HB1038 HD2 HMS 2011-2854
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Page 3

"H.B. NO. =

by the member upon termination of the member's
previous membership. If the member did not withdraw
the former member's accumulated contributions prior to
the former member's return to service, the accumulated
contributions shall be returned to the member as part
of the process of enrolling the member in the system
if the member's accumulated contributions are $1,000
or less at the time of distribution. If the
accumulated contributions for the service the member
had when the member previously terminated employment
are greater than $1,000 and the member does not make
written application, prior to or contemporaneously
with the memberls return to service, for return of Ehe
accumulated contributions, the member may not withdraw
the member's accumulated contributions, except as
provided by section 88-96 or 88-341, until the member
retires or attains age sixty-two. The member shall
not be entitled to service credit by reason of the
system's retention of the member's accumulated
contributions for the service the member had when the

member previously terminated employment ,

HB1038 HDZ HMS 2011-2854
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H.B. NO. 5

To be eligible for any benefit, the member shall
fulfill the membership gervice requirements for the
benefit through membership service after again
becoming a member, in addition to meeting any other
eligibility requirement established for the benefit;
provided that the membership service requirement shall
be exclusive of any former service acquired in
accordance with section 88-59 or any other section in
part II, VII, or VIII[+];

{2) If a former member with less than five years of
credited service and who did not withdraw the former
member's accumulated contributions returns to service
within four full calendar years after the year in
which the former member left service, the former
member shall again become a member in the same manner
and under the same conditions as anyone first entering
service, except that the member shall be crediéed with
service credit for the service the member had when the
member terminated employment and:

(A} If the member returns to service as a class A or
class B member, the member's new and previous

accumulated contributions shall be combined; or

HB1038 HD2 HMS 2011-2
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(b)

H.B. NO. #2>

{B) If the member returns to service after June 30,
2006, as a class H member, section 88~321(b) shail
apply[+]; and

£3) If a former member with five or more years of
credited service who did not withdraw [his] the former
member's contributions returns to service, [hie] the

former member's status shall be in accordance with the

provisions described in section 88-97.

For members who become members after June 30, 2012:

(1)

If a former member who has less than ten vears of

credited service and who has been out of service for a

period of four full calendar years or more after the-

year in which the former member left service, or if a

former member who withdrew the former member's

accunulated contributions returns to service, the

former member shall become a member in the same manner

and under the same conditions as anyone first entering

sexrvice; however, the former member may obtain

membership service credit in the manner provided by

applicable law for credited service that was forfeited

by the member upon termination of the member's

previous membership. If the member did not withdraw

HB1(G38 HD2 HMS 2011-2854
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H.B. NO., #5>

the former member's accumulated contributiong prior to

the former member's return to service, the accumulated

contributions shall be returned to the member ag part

of the process of enrolling the member in the system

if the member's accumulated contributions are $1, 000

oY less at the time of distribution. If the

accumulated contributions for the service the member

had when the member previously terminated employment

are greater than $1,000 and the member does not make

written application, prior to or contemporaneously

with the member's return to service, for return of the

accumulated contributions, the member may not withdraw

the member‘s accumulated contributions, except as

provided by section 88-96 or 88-341, until the member

retires or attains age sixty-two. The member shall

not be entitled to service credit by reason of the

system's retention of the member's accumulated

contributions for the service the member had when the

member previously terminated employment. To be

eligible for any benefit, the member shall fulfill the

membership service requirements for the benefit

through membership.service after again becoming a

HB1038 HD2 HMS 2011-285
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(2)

H.B. NO. #5>

member, in addition to meeting any other eligibility

requirement established for the benefit; provided that

the membership service requirement shall be exclusive

of any former service acquired in accordance with

section 88-59 or any other section in part II, VII, or

VIII;

If a former member with less than ten years of

credited service and who did not withdraw the former

member's accumulated contributions returng to service

within four full calendar Years after the vear in

which the former member left gervice, the former

member shall again become a member in the same manner

and under the same conditions as anyone first entering

service, except that the member shall be credited with

service credit for the service the member had when the

member terminated emplovment:

(A) If the member returns to service as a class A or

class B member, the member's new and previous

accumulated contributions shall be combined; or

(B) If the member returns to service as a class H

member, section 88-321(b) shall apply;

and

HB1038 HD2 HMS 2011-2854
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(3) If a former member with ten or more Years of crediteg

service who did not withdraw the former member'g

coutributions returns to service, the former member's

status shall be in accordance with the proviagions

described in section 88-97.n

SECTION 3. Section 88-73, Hawaii Revised Statutes, is
amended by amending subsections (a) and {b} to read as follows:
"{a) Any member who:

(1} Became a member before July 1, 2012, and has at least

five years of credited service and [whe] has attained

age fifty-Ffive [ef—any—membef-wheuh&e],

2) _Eas at €as wenty-five vears of credited service (o=

any—mewiber—whe—has] ;

Has at least ten years of credited service, which

-
W

|

includes service as a judge before July 1, 1999, an

elective Oofficer, or a legislative officer[TJL4gg;T:)w_‘*

(4} Becomes a member after June 30, 2012, and has at least

ten years of credited service and has attrained age

51&(4

pre
| Sy
shafll become eligible to receive a retirement allowance after

the member has terminated service.

ﬁm HD2 HMS 2011-2 )
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H.B. NO. .

(b) Any member who first earned credited service as a

judge after June 30, 1993, but before July 1, 2012, and who has

at least five years of credited service and has attained aga
fifty-five or has at least twenty-£five years of credited service
shall become eligible to receive a retirement allowance after

the member has terminated service. Any member who first earned

credited sexrvice as a judge after June 30, 2012, and has at
SiyTn.

least ten years of credited servicé and has attained age

£i¥& or has at least twenty-five years of credited sexvice £hall
A

be eligible to receive a retirement allowance after the member

has terminated service.®

and hey

o Honed 041
SECTION 4. Section 88-74 , Hawaii Revised Statutes, is N N IRV

amended to read as follows:
"§88-74 Allowance on gervice Tetirement. (a) Upon
retirement from service, a member shall receive a maximum

retirement allowance as (fellews+] provided in this section.

[+33] (b) If [the] a member, who became a member before

July 1, 2012, has attained age fifey-five, [a] the member's

maximum retirement allowance [e£] shall be two per cent of the
member's average final compensation multiplied by the total

number of years of the member's credited service as a class A
and class B member, excluding any credited service as a judge,

HB1038 HD2 HMS 2011-2854
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elective officer, or legislative officer, plus a retirement
allowance of one and one-fourth per cent of the member's average
final compensation multiplied by the total number of years of
prior credited service as a class c.member, plus a retirement
allowance of two per cent of the member's average final
compensation multiplied by the total number of years of prior
credited service as a class H member: provided that:

[+5>] (1) After June 30, 1968, if the member has at least
ten years of credited service of which the last five
or more years prior to retirement is credi;ed service
as a firefighter, police officer, or an investigator
of the department of the prosecuting attorney;

[4B8+] (2) After June 30, 1977, if the mémber has at least
ten years of credited service of which the last five
or more years Drior to retirement is credited service
as a corrections officer;

[4€+1 (3) After June 16, 1981, if the member has at least
ten years of credited service of which the last five
oY more years prior to retirement is credited service

as an investigator of the department of the attorney

general;

HB1038 HDZ HMS 2011-2854 .
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[B¥] (4) After June 30, 1989, if the member has at least
ten years of credited service of which the last five
Or more years prior to retirement ig credited service
as a narcotics enforcement investigator;

(+8+] (5) After December 31, 1993, if the member has at
least ten yearé of credited service of which the last
five or more years prior to retirement is credited
service as a water safety officer;

[+¥+] (6} After June 30, 1994, if the member has at least

B ten years of credited service, of which the last five
or more years prior to retirement are credited service
as a public safety investigations staff investigator;

[46+) (7) After June 30, 2002, if the member:

[-++] (A) Has at least ten years of credited service
as a firefighter:

(5] (B) Is deemed permanently medically disqualified
due to a service related disability to be a
firefighter by the employer's physician; and

" [#5F4+) (C) Continues employment in a class A or B
position other than a firefighter; and

[#F] (8) After June 30, 2004, if the member:

HBlO38 HD2 HMS 2011-2854 "
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[+++] (A) Has at least ten years of credited service
as a police cofficer;
[4&3+] (B} Is deemed permanently medically disqualified
due to a service related disability to be a
police officer by the employer's physician; and
[+&4%F] (C) Continues employment in a class A or B
position other than a police officer;
then for each year of service ag a firefighter, police officer,
corrections officer, investigator of the department of the
progecuting attorney, investigator of the department of the
attorney general, narcotics enforcement investigator, water
safety officer, or publie safety investigations staff
investigator, the retirement allowance shall be two and one-half
per cent of the member's average final compensation. The
maximum retirement allowance for those members shall not exceed
eighty per cent of the member's average final compensation. TIf
the member has not attained age fifty-five, the member's
retirement allowance shall be computed as though the member had

attained age fifty-five, reduced for age as provided in

gubsection [+ (e).

HB1038 HD2 HMS 2011-28
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H.B. NO. %

(-] (c] If [&he] a member, who became a member prior to

July 1, 2012, has credited service as a judge, the member's

retirement allowance shall be computed on the following basis:

[-6>+1

+8+-]

(1) For a member who has credited service as a judge

before July 1, 1999, irrespective of age, for each
year of credited service as a judge, three and one-
half per cent of the member's average f£inal
compensation in addition to an annuity that is the
actuarial equivalent of the menber's accumulated
contributions allocable to the period of service; [and
{2) For a member who first earﬁfd credited service as

bu C'{'UKL Tplo 2012
a judge after June 30, 1999/«for each year of credltgd

service as a judge, three and one-half per cent of the
member's average final compensation in addition to an
annuity that is the actuarial equivalent of the
member's accumulated contributions allocable to the
period of service. If the member has not attained age
fifty-five, the member's retirement allowance shall be
computed as though the member had attained age fifty-
five, reduced for age as provided in subsection [+b}s

o] (e);

HB1038 ED2 HMS 2011-28 ' "
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[+4e+]

(4)

[+B¥)

H.B. NO. 3%

(3) For a member who first eaxned credited service as

2 judge after June 30, 2012, for each year of credited

service as a judge, three per cent of the member's

average final compensation in addition to an ammuity

that is the actuarial equivglent of the member's

accunulated contributions allocable to the period of
NIEEL
service. If the member has not attained age fift?gsl_,

—fi#%T the member's retirement allowance shall be

Sty
computed as_though the member had attained agg,fiftyétz—l

Cr
-£i%, reduced for age as provided in subsection :

For a judge with other credited gervice, as provided

in [paragraph—{l)}—] subsection (b, If the member has

net attained age fifty-five, the member's retirement

allowance shall be computed as though the member had
attained age fifty-five, reduced for age as provided
in subsection [+B}+—ex] (e); or

{5) For a judge with credited service as an elective

officer or as a legislative officer, as provided in

[paragraph—{33—+] subsection {d).

No allowance shall exceed seventy-five per cent of the member'sg

average final compensation. If the allowance exceeds this

limie, it

shall be adjusted by reducing the annuity included in

HB1038 HD2 HMS 2011-2854 .
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[subparagraphs—A)—and (B} ] paragraphs (1), (2), and (3} and the

portion of the accumulated contributions specified in [the

subparageaphs] paragraphs (1), (2), and (3} in excesg of the

requirements of the reduced annuity shall be returmed to the

member upon the member's retirement or paid to the member's
designated beneficiary upon the member's death while in service

or while on authorized leave without pay. The allowance for
s V\bs{t +IVUV\

judges under this[%a;agrap?iL&ogether with the retirement

allowance provided by the federal government, for similar
service, shall in no case exceed seventy-five per cent of the
member's average final compensation[s—e=e] .

[+33+]1 (d) If [&he) 2 member, who became a member before

July 1, 2012, has credited service ag an elective officer or ag

a legislative officer, the member's retirement allowance shali

be derived by adding the allowances computed separately under

[subparegraphs—d)—(B}riC}r—and—(Dy] paragraphs (1), (2), (3},

(4}, {5), and (6) as follows:

(&} Fxrespeetive] (1) For a member who has credited

service as an elective officer before July 1, 2012,

irrespective of age, for each year of credited service

as an elective officer, three and one-half rer cent of
the member's average final compensation as computed

HB1038 HD2 HMS 2011-2854 "
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{(2)

H.B. NO. i,

under section 88-81(e) (1), in addition to an annuity
that is the actuarial equivalent of the member's
accumulated contributions allocable to the reriod of
service; ([and]

For a member, who Ffirst earned credited service as an

[+

elective officer after June 30, 2012, irregpective of

age, for each vear of credited service as an elective

officer, three per cent of the member's average final

compengation ag computed under section 88-81(e) (1), in

addition to an annuity that is the actuarial

equivalent of the member's accumulated contributions

allocable to the period of service:;

FEregpeetive] (3) For a member who has credited

service as a legislative officer before July 1, 2012,

irrespective of age, for each vear of credited service

as a legislative officer, three and one-half per cent
of the member's average final compensation as computed
under section 88-81(e) (2), in addition to an annuity
that is the actuarial equivalent of the member'sg
accumulated contributions aliocable to the'period of

service;

HB1038 HD2 HMS 2011-28 "
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(4}

H.B. NO. /3"

For a member who first earned credited service as a

[+4<+]

legislative officer after June 30, 2012, irrespective

of age, for each vear of credited gervice ag a

legislative officer, three per cent of the member's

average final compensation as computed under section

88-81(e)(2), in addition to an ammuity that is the

actuarial equivalent of the member's accumulated

contributions allocable to the period of service;

{5) If the member has credited service as a judge,
the member's retirement allowance shall be computed on
the following basis:

(+4+] (A) For a member who has credited service as a
judge before July 1, 1999, irrespective of age,
for each year of credited service as a judge,
three and one-half per cent of the member's
average final compensation as computed under
section 88-81l(e)(3), in addition to an annuity
that is the actuarial equivalent of the member‘s
accumulated contributions allocable to the period

of service; [ang

+4i3]  (B) For a member who first earmed credited

service as a judge after June 30, 1999, but

HB1038 HD2 HMS 2011-2854 .
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before July 1, 2012, and has attained the age of

fifty-five, for each year of credited service as
a judge, three énd one-half per cent of the
member's average final compensation as computed
under section 88-81(e) (3), in addition to an
annuity that is the actuarial equivalent of the
menber's accumulated contributions allocable to
the period of service. If the member has not
attained age fifty-five, the member's retirement
allowance shall be computed as though the member
had attained age Lifey-Ffive, Eeguced for age as

provided in subsectlon{gﬁﬂiignd

For a member who first earned credited service ag

a_judge after June 30, 2012, and hasg attained the
|¥f1}
age of-ftftwaiv'iafbr each vear of credited

service as a judget three pexr cent of the

member's average final compensation as computed

under section 88-81(e) (3), in addition to an

annuity that is the actuarial equivalent of the

member's accumulated contributions allocable to

the period of service. If the member has not

S ¥ty
attained age Tve,the member's retirement

HMS 2011-2
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allowance shall be computed as though the member
Si¥ 7
had attained age Eifty=fived reduced for age as
D)

provided in subsection (&} and

[+B+]1 (6) For each year of credited service not included in

—_—

{subparagraph—()——B)—or—te3—) paragraph (1), (2),

(3), (4), or (5), the average final compensation as

computed under section 88-81(e) (4} shall be multiplied
by two per cent for credited service earned as a classg
A or class H member, two and one-half per cent for
credited service earned as a class B member, and one
and one-gquarter per cent for credited service earned
as a class C member. If the member has not attained
age fifty-five, the member's retirement allowance
shall be computed as though the member had attained
age fifty-five, reduced for age as provided in
subsection [4b}=] (e).
The total retirement allowance shall not exceed seventy-five per
cent of the member's highest average final compensation
calculated under section 88-81(e) (1}, (2), (3), or {4). 1If the
allowance exceeds thig limit, it shall be adjusted by reducing

any annuity accrued under [subparagrephs—( Al ——(Bl—and—{C} ]

paragraphs 1, 2, 3, 4, and 5 and the portion of the accumulated
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contributions specified in these [subparagraphs] paragraphs in
excess of tﬁe requirements of the reduced annuity shall be
returned to the member upon the member's retireﬁent or paid to
the member's designated beneficiary upon the member's death
while in service or while on authorized leave without pay. If a
member has service credit as an elective officer or as a
legislative officer in addition to service credit as a judge,
then the retirement benefit caleculation contained in thig

[paragraphk] subsection shall supersede the formula contained in

[paragraph—34—] subsection (c}.
{-8}] (e) Except as provided in [subseetion—ftajr]

subsections (b), (¢), and (d), if a member, who became d member

before July 1, 2012, has not attained age fifty-five at the date

of retirement, the member's retirement allowance shall be
reduced, for each month the member's age at the date of
retirement is below age fifty-five, as follows:
(1} 0.4165 per cent for each month below age fifty~five
and above age forty-nine and eleven months; plus
{2) 0.3333 per cent for each month below age fifty and
above age forty~£our and eleven months; plus
{3) 0.2500 per cent for each month below age forty-five
and above age thirty-nine and eleven months; plus

HB1038 HD2 HMS 2011-2
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{(4) 0.1666 per cent for each month below age foréy;
provided that no reduction shall be made if the member has at
least twenty-five vears of credited service as a firefighter,
police officer, corrections officer, investigator of the
department of the prosecuting attorney, investigator of the
department of the attorney general, narcotics enforcement
investigator, public safety investigations staff investigator,
sewer worker, or water safety officer, of which the last five or
more years prior to retirement is credited service in thege
capacities.

(£) If a member, who becomes a member after June 30, 2012,

Syt
has attained age éiftyég;veglthe member’'s maximum retirement

allowance shall be one and three-fourths per cent of the

member's average final compensation multiplied by the total

mumber of years of the member's credited service as a class A

and clags B member, excluding any credited service as a judge,

elective officer, or legislative officer, plus a retirement

allowance of one and one-fourth per cent of the member's average

final compensation multiplied by the total number of years of

prior credited service as a class C member, plus a retirement

allowance of one and three-fourths per cent of the member's

average final compensation multiplied by the total number of

HB1038 HD2 HMS 2011-28 .
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l ] »
Years of prior credited service as a class H mewmber; provided

If the member has at least ten

Years of credited

service of which the last five

Or more years prior to

retirement is credited service

as a firefighter,

-police officer, or an investigator of the department

of the prosecuting attorney;

If the member has at least ten

years of credited

service of which the last five

r
or more years prior to

retirement is credited service

as a corrections

oEficer;

If the member has at least ten

years of credited

sexvice of which the last five

Or more years prior to

retirement is credited service

ag an investigator of

the department of the attorney

general ;

If the member has at least ten

Years of credited

that:
(1)

(2)

{3)

f4)

{5)

service of which the last £five

Or more years prior to

retirement is credited service

as a narcotics

enforcement investigator;

If the member has at least ten

Years of credited

service of which the last five

OF mMOre years prior to

HB1038 HD2 HMS 2011-2854
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retirement is credited service as a water safety

officer;

{(6) If the member has at least ten years of credited

service, of which the last five or more vears prior to

retirement is credited service as a public safety

investigations staff investigator;

(7) If the member :

(A) Has at least ten vears of credited service as a

firefighter;

(B) Is deemed permanently medically disqualified due

t0 _a service related disability to be a

firefighter by the employer's physician; and

{C) Continues enployment in a class A or ¢lass B

position other than a firefighter;

and

{8) If the member:

(A) Has at least ten years of credited service as a

police officer;

(B) Is deemed permanently medically disgqualified due

£o a service related disability to be a police

officer by the emplover's physician; and

HB1038 HD2 HMS 2011-2854 .
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(C) Continues employment in a class A or class B

position other than a police officer,

then for each year of service as a firefighter, police officer,

corrections officer, investigator of the department of the

prosecuting attoxney, investigator of the department of the

attorney general, narcotics enforcement investigator, water

safety officer, or public safety investigations staff

investigator, the retirement allowance shall be two and one-

fourth per cent of the member's average final compensation. The

maximum retirement allowance for those members shall not exceed

eighty per cent of the member' S_average final compensation. If
S?Y4qr
the member has not attainedg§ge the member's

retirement allowance shall be computed as though the member had
St
attained ageffrftyﬂzgvg1 reduced for age as provided in

subsection (i),

(g) If a member, who becomes a member after June 30, 2012,

has credited service as a judge, the member's retirement

allowance shall be computed on the feollowing basis:

(1) Foxr each vear of credited service as a judge, three

per cent of the member's average final compensation in

addition tc an annuity that is the actuarial

eguivalent of the member's accumulated contributions

HB1038 HD2 HMS 2011‘2854 "
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allocable to the period of service. If the member hag

Y

not attained age ;—the member's retirement

allowance shall be computed as_though the member had
St
attained agg_£i£ty~g;ve? reduced for age as provided

in subsection (i); ornd

(2) For a judge with other credited service, as provided

in subsection (f)qxa—eﬂq—iﬁheppiieab&e;9 If the

retirement allowance shall be computed as though the
S'I)ef)_
member had attained age-fifsy fivE reduced for age as

or
provided in subsection {i); and®

{3} For a judge with credited service as an elective

officer or as a legislative officer, as provided in

subsection (h).

No allowance shall exceed seventy-five per cent of the member's

average final compensation. If the allowance exceeds this

limit, it shall be adjusted by reducing the annuity included in

paragraph (1) and the portion of the accumulated contributions

specified in paragraph (1) in excess of the requirements of the

reduced annuity shall bhe returned to the member upon the

member's retirement or paid to the member's designated

beneficiary upon the member's death while in service or while on

HB1038 HD2 HMS 2011-2854 ' .
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authorized leave without pay. The allowance for judges under

this subsection, together with the retirement allowance provided

by the federal government for similar service, shall in no case

exceed seventy-five per cent of the member's aver age final

- compensation.

(h) If a member, who becomes a member after June 30, 2012,

has credited service as an elective officer or as a legislative

officer, the member's retirement allowance shall be derived by

adding the allowances computed separately under paragraphs (1),

(2), (3), and (4) as follows:

{l) Irrespective of age, for each vear of credited service

2s an elective officer, three per cent of the member's

average final compensation as computed under section

88~81(£) (1), in addition to an annuity that iz the

actuarial equivalent of the member's accumulated

contributions allocable to the period of service;

(2) Irrespective of age, for each yvear of credited servics

as_a legislative officer, three per cent of the

member's average final compensation as computed under

section 88-81(f)(2), in addition to an annuity that is

the actuarial equivalent of the member's accumulated

contributions allocable to the period of service;

331033 HD2 HMS 2011-28 .
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(3 ErreSpeeeiveaaf—age7s%or each year of credited gervice
=z

as a judge, three per cent of the member's average

final compensation as computed under section 88~

81(f) (3), in addition to an apnuity that ig the 3“."*

+9

actuarial equivalent of the member's accumulated

contributions allocable to the period of serviceﬁpﬂ d

(4) For each vear of'credited service not included in

paragraph (1), (2}, or (3}, the average final

compensation as computed under section 88-81(f) (4)

shall be multiplied by one and three-fourth per cent

for credited service earned as a class A or class H

member, two and one-fourth per cent for credited

service earned as a class B member, and one and one-

fourth per cent for credited sexrvice earned as a class

C member. Tf the member has not attained age —fFi-Eiid
Si¥lvs
~£i+v®;” the member's retirement allowance shall be
Sredey
computed as though the member had attained age E+-€€9-

88 reduced for age as provided in subsection (i).

The total retirement allowance shall not exceed seventy-five per

cent of the member's highest average final compensation

calculated under section 88-81(f) (1), (2), (3}, or {4). If the

allowance exceeds this limik, it shall be adjusted by reducing

HB1038 HDZ HMS 2011-2854 "
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any annuity acerued under paragraphs (1), (2), and {3) and the

portion of the accumulated contributions specified in these

paragraphs in excess of the requirements of the reduced annuity

shall be returned to the member upon the member's retirement or

paid to the member's designated beneficiary upon the member's

death while in service or while on authorized leave without pay.

If a membexr has service credit as an elective officer or as a

legislative officer in addition to service credit as_a judge,

then the retirement benefit calculation contained in this

subsection shall supersede the formula contained in subsection

(g}.

(i) Except as provided in subsections (£), (g). and (h),

if a member, who becomes a member after June 30, 2012, has not

S X1y
attained age-é&éﬁy—ié#@’ét the date of retirement, the member's

retirement allowance shall be reduced, for each month the
b Y“{\}
member's age at the date of retirement is below age -Eiftvefivdd

as follows:

h!:n—t_.a
{1) 0.4166 per cent for each month below age fifty-fiuwd
léfﬁ'f;“//
and above age and eleven months; plus
— 'IH/ L
(2) 0.3333 per cent for each month below age fifty, and
o 7

above age forty-feé-and eleven months; plus

HBl038 HD2 HMS 2011-2854 "
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L o,
{3} 0.2500 per cent for each month below age ferty-fivd—
-ﬂorﬁg ~fo v
and above age thirtyw-nin® snd eleven months; plus

1
(4) 0.1666 per cent for each month below age forty;vq‘“

provided that no reduction shall be made if the member has At

N
least twenty-five years of credited service as a firefighter, .
aiianmafl

police officer, corrections officer, investigatox of the Hhra 492 0 L

department of the prosecuting attorney, im}estigator of the I’\F”fﬁ ug, ve_

Cwmclfits

department of the attorney general, narcotics enforcement

investigator, public safety investigations staff investigator,

sewer worker, water safety officer, or emergency medical

technician, of which the last five or more Yyears prior to

retirement is credited service in these capacities.®

SECTION 5. Section 88-74.6, Hawaii Revised Statutes, is
amended to read as follows:

"§88~74.6 Unreduced allowance on service ratiremant; when
applicable. In addition to those positions identified in
section [88—F4-{b}) 88-74(e) and notwithstanding any law in thisg
part that requires a member to attain age fifty-five to qualify
for an unreduced service retirement allowance, if [&ke] a

member, who became a member before July 1, 2012, has at least

(ehisey]

HB1038 HD2 HMS 2011-2854 ”
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H.B. NO. &

Thirty vears of credited service through June 30,

(2)

2003; [twemnty—nine]

Twenty-nine years of credited service on or after July

(3)

1, 2004; [ewenty-cight]

Twenty-eight years of credited service on or after

{4)

July 1, 2005; [&wenty-—seven)

Twenty-seven years of credited service on or after

{3)

July 1, 2006; [Ewenty—zisn]

Twenty-six yvears of credited service on or after July

1, 2007; [and-twenty—five] or

Twenty-£five vears of credited service on or after July

1, 2008,

ag an emergency medical technician, of which the last five or

more years prior to retirement is credited service in that

capacity, then upon retirement and irrespective of age, that

member's service retirement allowance shall not be reduced for

actuarial purposes.*®

SECTION 6. Section 88-81, Hawail Revised Statutes, is

amended to read as follows:

"§88-81 Average final compensation. (a) Awverage final

compensation is the average ammual compensation pay or salary

zn s.H;{gB 512011—2854 "
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upon which a member has made contributions as required by parts

II, VII, and VIII of this chapter.

{b)

The average final compensation of members shall be

calculated as follows:

(1)

(2}

(3)

For empioyees who become members [pxier—te] before

January 1, 1971:

(A)

(B)

During the member's five highest paid years of
credited service, including vacation bay, or the
three highest paid years of credited service
excluding vacation pay, whichever is greater; or
If the member has less than three vears of
credited service, during the member's actual

years of credited service[+];

For employees who become members [en—orafter—January

#—35%3+] after December 31, 1970, but before July 1,

2012:

{A)

(B}

During the member's three highest paid fears of
credited service, excluding vacation pay; or
If the member has less than three years of
credited service, during the member's actual

years of credited service[~]; and

For employvees who become members after June 30, 2012:

HB1038 HDZ HMS 2011-2854 M
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{A) During the member's five highest paid vears of

credited service, excluding vacation pay: or

{B) If the member has less rhan five vears of

credited service, during the member's actual

years of credited service.

(¢) 1In computing the compensation of a judge, the
compensation paid to the judge by the United States as well as
by the Territory shall be included.

{d} For service rendered as a member of the legislature
from and after November 5, 1968, the actual amnual salary of a
member shall be the only amount used for determining the
member's average final compensation. For service rendered as a
member of the legislature prior to November 5, 1968, and after

admigsion of this State into the Union, the annual compensation

' of a member shall be computed, for the purpose of determining

the member's average final compensation, as follows: [Guring)

(1) During a year in which a general session was held, it

shall be deemed to have been an amount equal to four
times the salary of a member of the legislature for a
general session; and [during]

{2) During a year in which a budget session was held, it

shall be deemed to have been an amount equal to gix

HB1038 HD2 HMS 2011-2854
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times the salary of a member of the legislature for a
budget session.
For service rendered as a member of the legiglature prior to the
admission of this State into the Union, the annual compensation
of a member shall be deemed to have been four times the salary
of a member of the legislature for a regular session for each
year during the member's term of office.

(e) If a member, who became a member before July 1, 2012,

has credited service rendered as an elective officer or as a
legiglative officer, the member's average final compensation
shall be computed separately for each category of service as
follows:

{1} For the three highest paid years of credited service
as an elective officer, or if the member has less than
three years of credited service in that capacity, then
the member's actual vears of credited service;

{(2) For the three highest paid years of credited service
as a legislative officer, or if the member has less
than three years of credited service in that capacity,
then the member's actual years of credited se;vice;

(3) For the three highest paid years of credited service

| as a judge, or if the member has less than three years

HB1038 HD2 HMS 2011 2854 . n
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of credited service in that capacity, then the
member's actual years of credited service; and

{4) For the three highest paid years of credited service
net included in paragraph (1), (2), or {(3), or if the
member has lesgs than three years of c¢redited service
in that capacity, tﬁen the member's actual years of
credited service,

(f) If a member, who becomes a member after June 30, 2012,

has credited service rendered asz an elective officer or as a

legislative officer, the membex's average final compensation

shall be computed separately for each category of service as

follows:

{l) For the five highest paid vears of credited service as

an elective officer, or if the member has less than

five years of credited service in that capacity, then

the member's actual vears of credited service;

(2) For the five highest paid years of credited service as

a legislative officer, or if the member has less than

five years of credited service in that capacity, then

the member's actual vears of credited service;

{(3) For the five highest paid vears of credited service as

a judge, or if the member has less than three years of

HB1038 HDZ HMS 2011~2854 "
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credited service in that capacity, then the member's

actual vears of credited service; and

{4) For the five highest paid years of credited service

not included in paragraph (1), (2}, or {3), or if the

member has less than five years of credited service in

that capacity, then the member's actual yvears of

credited service."

SECTION 7. Section 88-90, Hawaii Revised Statutes, is
amended to read as follows:

"§88-90 Post retirement allowances. (a) There shall be
payable Eo each person receiving any pension, anmuity or
retirement allowance, a post retirement allowance which shall
consist of an amount equivalent to one and one-half per cent of
the monthly pension, annuity, or retirement allowance as
originally computed, approved, and paid. This benefit shall be

added to the monthly pension, annuity, or retirement allowance

on the first day of July in each year following June 30, 1961,

as follows:

(1) To each person receiving a pension, annuity, or
retirement allowance on June 30, 1961, payment of the
benefit shall commence on July 1, 1361, except that
after June 30, 1963, the monthly benefits payable

HB1038 HD2 HMS 2011-2854 "
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(2)

(b)

H.B. NO. o>

under this subsection shall be computed and paid on
the basis of the number of Years that has elapsed
since the person entitled thereto first became the
recipient of the pension, annuity, or retirement
allowance from which the benefit is derived(-]; and
To each person first receiving a pension, anmuity, or
retirement allowance after Jung 30, 1961, payment of
the benefit shall commence on the first of July
following the calendar vear in which the payment of
the pension, annuity, or retirement allowance is
effective.

After June 30, 1970, the post retirement allowance

shall consist of an amount equivalent to two and one-half per

cent of the monthly pension, annuity, or retirement allowance ag

originally computed and paid. This benefit shall be payable on

the first day of July in each year following June 30, 1370, as-

follows:

(1)

To each person, who on June 30, 1970, was receiving a
post retirement allowance as described under
subsection {a) hereof, payment of the henefit shall

commence on July 1, 1970[+]; and

HB1038 HD2 HMS 2011- u
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(2) To each person first receiving a pension, annuity, or
retirement allowance after December 31, 1968, payment
of the benefit shall commence on the first day of July
following the calendar year in which the payment of
the pension, anmmuity, or retirement allowance is
effective.

{c) Notwithstanding subsections (a) and {b), for employees

who become members after June 30, 2012, and for any person who

receives a monthly pension, annuity or retirement allowance as a

beneficiary or survivor of the employee, the post retirement

allowance shall consist of an arount equivalent to one and one

half per cent of the monthly pension, annuity, or retirement

allowance as originally computed and paid. Payment of the

benefit shall commence on the first day of July following the

calendar vear in which the payment of the pension, annuity or

retirement allowance is effective. "

SECTION 8. Section 88-96, Hawaii Reviged Statutes, is
amended by amending subsections (a)} and (b) to read as follows:
"(a) Any member who ceases to be an employee and who

became a member before July 1, 2012, and has fewer than five

years of credited service, excluding unused sick leave, or who

becqmes a_member after June 30, 2012, and has fewer than ten

HB1038 HD2 HMS 2011-2854 ‘ n
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years of credited service, excluding sick leave, shall, upon

application to the board, [shald] be paid all of the member's

accumulated contributions and the member's membership shall

thereupon terminate and all credited service shall be forfeited;
provided that a member shall not be paid the member's
accunulated contributions:

(1) If the member becomes an employee again within f£ifteen
calendar days from the date the member ceased to be an
emplovee; or

(2} If, at the time the application for return of
accumulated contributions ig received by the board,
the member has become an employee again.

Regular interest shall be credited to the former employee's
aceount until the former employee's accumulated contributions
are returned to the former employee; provided that the former
eﬁployee's membership shall not continue aféer the fourth full
year following the calendar year in which the individual's
employment terminates. Upon termination of the former
employee's membership, the former employee's credited service
shall be forfeited and, if the Former employee's accumulated
contributions are $1,000 or less at the time of distribution,
the system shall return the former employee's contributions to

YB1038 HD2 HMS 2011-2854 - -
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the former employee. If the former employee does not become an
employee again and if the former employee's accunulated
contributions have not been withdrawn by the former employee or
previously returned by the systém to the former employesa, the
system shall return the former employee's accumulated
contributions to the former employee as soon.as possible after
the former employee attains age gixty-two.

(b) Any member [hav%ng—éivemer—mefe—yeafs~e£—efeéi5eé

sexrviee] who ceases to be an employeel+] and who became a member

before July 1, 2012, and has more than five years of credited

service, excluding unused sick leave, or who becomes a member

after June 30, 2012, and has more than ten Years of credited

service, excluding sick leave, shall, upon application to the

board, [skall] he paid all of the member's accumulated
contributions andg thereupon the former employee's membership
shall terminate and all credited service shall be forfeited;
provided that a member shall not be paid the member'sg
éccumulated contributions:
(1) If the member becomes an employee again within fifteen
calendar days from the date the member ceased to be an

employee; or

HB1038 HD2 HMS 2011-285 .
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(2) If, at the time the application for return of
acéumulated contributions is received by the board,
the member has become an employee again.

If the contributiéns are not withdrawn by the former
employee within four calendar years following the calendar yaar
in which the former employee's employment terminates, the former
employee shall have established vested benefit status and shall
be eligible for the service retirement benefit in effect at the
time of the former empioyee's retirement, pavable in accordance
with this chapter; provided that if the former emplovee
withdraws the former employee's accumulated contributions, the
former employee's vested benefit status shall texrminate and all
credited service shall be forfeited.*

SECTION 9. Section 88-311, Hawaii Revised Statutes, ig
amended by amending the definition of "hypothetical account
balance® to read as follows:

""Hypothetical account balance® means:

(1) For members who became members bhefore July 1, 2012,

the sum of:

{4331 (A} One and one-half times the sum of:

HBlO38 HD2 HMS 2011-28



S Mmook W W

LT - - RN |

10
11
12
13
14
15
16
17
18
19
20
21

e H.B. NO.

(&3] (i Employee contributions made, either by the
member or on behalf of the member, pursuant
to section 88-325; [and

4+B}] (ii) Accumulated interest at the regular interest

rate on the employeo contributions; and
[+2+] (B) Any employee contributions, including
rollovers and contributions used to convert
credited service to class H credited service, or
used to purchase service, and accumulated
interest on the employee contributions at the
regular interest rate(~);
or

(2) For members who become members after June 30, 2012,

the sum of:

(A) One and one-fifth times the sum of:

(i} Employee contributions made, either by the

member or on behalf of the member, pursuant

to section 88-325; ang

(ii) Accumulated interest at the regular interest

xrate on the employee contributions;

HB1(38 HD2 HMS 2011-2854
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{(B) Any emplovee contributions, including rollovers

and contributions used to convert credited

gervice to class H credited service, or used to

purchase service, and accumulated interest on the

employee contributions at the regular interest
rate,”
SECTION 10. Section 88-325, Hawaii Revised Statutes, is

amended to read as follows:

"[+]5§88-325[3] Employee contributions. (a) FEach class H

member, who became-a member before July 1, 2012, shall

contribute six per cent of the member ‘s compensation to the
annuity savings fund; provided that each sewer worker, water
safety officer, and emergency medical technician who became a
member before July 1, 2012, and is a class H member shall

contribute nine and [seveney-éive—ane—haﬁéfeéEhs] three-fourths

per cent of the member's compensation to the annuity savings

fund for service in that capacity.

{(b) EBach class 4 member, who becomes a member after June

30, 2012, shall contribute eight per cent of the member's

compensation to the annuity savings fund; provided that each

sewer worker, water safety officer, and emergency medical

technician who becomes a member after June 30, 2012, and is a

HB1038 HD2 HMS 2011-28 a
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1 class H member shall contribute eleven and three-fourths per

2 cent of the member's compensation to the annuity savings fund

3 for service in that capacity."

SECTION 1l. Section 88-331, Hawaii Revised Statutes, ig

5 amendfd WW&W@@QS follows:
1 Uy amendirg, cubitrung @) ard (5 v qusd -5

a

6 "{a) A class H member who: ol fung
7 (1) Became a member before July 1, 2012, apg‘has at least
3 f:.ve years of credited serv:.c%’gnd hag attained age
9 sixty-two [ﬁ*ﬂiaas%msm—%gh] :
Detomi G prerthen be fove Al f ?,u:L.;
10 (2) _H8s at least thirty vearsg of credited service [whe}
11 and has attained the age of flfty—fz.v're; or
12 (3} Becomes a member after June 30, 2012, a.n&'}:as at least

ten years of credited service and has attained aL
2

Suigh & Tyt

shall }:ae<.= me eligible to receive a retirement allowance after

16 the member has terminated service.

SECTION 12, Section 88-332, Hawaii Revised Statutes, is
amended to read as follows:
“588-332 Sgervice retirement allowance. (2) Upon

retirement from service, a class H member who became a member

before July 1, 2012, shall receive a maximum retirement

allowance as follows:

HB1038 HD2 HMS 2011-28
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(1)

(2)

(b)

H.B. NO.

If the member has met the requirements in section 88-
331(a), (b}, or (&), a maximum retirement allowance of
two per cent of the average final compensation
multiplied by the number of years of class H credited
service, plus a retirement allowance at the rate of
ornle and one-fourth per cent of the member's average
final compensation multiplied by thg number of vears
of class C credited service; or

If the member has met the requirements in section 88~
331{c}, an early retirement allowance equal to the
maximum retirement allowance calculated as provided in
paragraph (1), reduced by 0.4166 per cent for each-
month the member is less than age sixty-two at
retirement,

Upon retirement from service, a class H member who

becomes a member after June 30, 2012, shall receive 4 maximum

retirement allowance as follows:

(1)

1f the member has met the requirements in section 88-

331(a), (b), or (4), a maximum retirement allowance of

one and three-fourths ber cent of the aver age final

compensation multiplied by the number of years of

class B credited service, plus a retirement allowance

HB1038 HD2 HMS 2011-2 .
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at the ratre of one and one-fourth per cent of the

wmember's average final compensation multiplied by the

number of years of class C credited service; or

(2) If the member has met the requirements in section 8§8-

331(c), an early retirement allowance equal to the

maximum retirement allowance calculated as provided in

paragraph (1), reduced by 0.4166 per cen; for each
month the member is less than age sixty-twiat

retirement, *
SECTION 13. Section 88-341, Hawaii Revised Statutes, isg
amended by amending subsections {a) and (b) to read as follows:
“{a) Any class H member who ceases to be an employee and

who became a member before July 1, 2012, and has fewer than five

years of credited service, excluding unused sick leave, or who

becomes a member after June 30, 2012, and has fewer than ten

vears of credited service, excluding unused sick leave, shall,

upon application to the board, be paid all of the former
employee's accumulated contributions, and the former employee's
membership shall thereupon terminate and all credited service
shall be forfeited; provided that ‘an individual shall not be

paid the individual's accumulated contributions if either:

HB1038§ HD2 HMS 2011-2854
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(1} The individual becomes an employee again within
fifteen calendar days from the date the individual
ceased to be an emplovee; or

{2) At the time the application for return of accumulated
contributions is received by the board, the individual
has become an employee again,

Regular interest shall be ¢redited to the former employee's
account until the former employee's accumulated contributions
are withdrawn; provided that the former employee's membership
shall not continue after the fourth full vyear following the
calendar year in which the individual's employment terminates.
If the former employee does not become an employee again and has
not withdrawn the former employee's accumulated contributions,
the system shall return the former employee's accumulated
contributions to the former employee as soon as possible after
the former employee attaing age sixty-two.

(b) Any class H member [havénghéive-eihme*euyeafsneé '
eredited-serviee] who ceases to be an employee[+] and who became

a_member before July 1, 2012, and has more than five vears of

credited service, excluding unused sick leave, or who becomes a

member after June 30, 2012, and has more than ten vears of

credited service, excluding sick leave, shall, upon application

HB1038 HD2 HMS 2011-2854 .
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to the board, [skeil] be paid an amount equal to the former
employee's hypothetical account balance and the former
employee's membership shall thereupon terminate and all credited
service shall be forfeited; provided that the individual shall
not be paid the individual's hypothetical account balance if
either:

(1} The individual becomes an employee again within
fifteen calendar days from the date the individual
ceased to be an employee; or

(2) At the time the application for payment of the
individual's hypothetical account balance is received
by the board, the individual has become an employee
again.

If the contributions are not withdrawn by the former
employee after the individual's employment terminates, the
former employee shall have vested benefit status and shall be
eligible for the service retirement benefit in effect at the
time of the former employee's retirement, payable in accordance
with this chapter.®

PART IX

SECTION 14. Section 88-122, Hawaii Revised Statutes, is

amended by amending subsection {e) to reéd as follows:

HB1038 HD2 HMS 2011-285 | .
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"(e} Commencing with fiscal year 2005-2006 and each
subsequent fiscal year, the employer contributions for normal
cost and accrued liability for each of the two groups of
employees in subsection (a) shall be based on fifteen and three-
fourths per cent of the member's compensation for police
officers, firefighters, and corrections officers and thirteen
and three-fourths per cent of the member's compensation for all
other employeeg. Commencing with fiscal year 2008-2009 and each

subsequent fiscal year{+] until fiscal year 2011-2012, the

employer contributions for norﬁal cost and accrued liability for
each of the two groups of employees in subsection (a) shall be
hased oﬁ nineteen and seven-tenths per cent of the membér's
compensation for police officers, firefighters, and corrections
officers and fifteen per cent of the member's compensation for

all other employees. In fiscal year 2012-2013, the emplover

contributions for normal cost and accrued liability for each of

the two groups of employees in subsection (2} shall be based on

twenty-two per cent of the member's compensation for police

officers, firefighters, and corrections officers and fifteen and

one-half per cent of the member's compensation for all other

employees. In fiscal vear 2013-2014, the emplover contributions

for normal cost and accrued liability for each of the two groups

HB1038 HD2 HMS 2011-2854 .
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of employees in subsection (a}_shall be based on twenty-three

pex cent of the member's compensation for police officers,

firefighters, and corrections officers and sixteen per cent of

the member's compensation for all other employees. In fiscal

year 2014-2015, the employer contributions for normal cost and

accrued liability for each of the two groups of employees in

subsection (a) shall be based on twenty-four per cent of the

member's compensation for police officers, firefighters, and

corrections officers and sixteen and one-half per cent of the

member's compensation for all other emplovees, commencing with

fiscal year 2015-2016 and eachh subseguent fiscal vear, the

employer contributions for normal cost _and accrued liability for

each of the two groups of employees in subsection (a) shall be

based on twenty-five per cent of the member's compensation fox

police officers, firefighters, and corrections officers and

seventeen per cent of the member's compensation for all other

employees. The contribution rates shall amortize the total
umfunded accrued liability of the entire plan over a period not

to exceed thirty years. (3%f5eeEéveaaanuary“ﬂT“ﬁﬁﬁﬁz—unéé1

Jaraary 2720t theta snall be no benerit enhancéiménts under

this chapter—fOr SHY group of membersg, including any reduction

of retiramelit 35&, “When tHEYS - ig "mm'wtﬁ
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The contxibution rates shall be subject to adjustment:

(1) If the actual period required to amortize the unfunded
accrued liability exceeds thirty years;

(2) If there is no unfunded accrued liability; or

(3) Based on the actuarial investigation conducted in
accordance with section 88-105."

PART III
SECTION 15. The purpose of this part is to address the

L‘f}\k S'*—-L 0'1( £ \Ahars
employees' retirement systeq(

More specifically, thig\part reduces the percéntage of
regular interest to be credited to a new public employeés'
retirement account. The legislature finds that a reduced
percentage established pursuant to thig part is comparable to
interest on savings accounts, certificates of deposit, and other
similar invegtment vehicles. The legislature further finds that
this part is necessary to control the public employers'
contributions to the employees’ retirement system,

This part includes a Study to be conducted in the future by
the board of trustees of the system on the appropriatenesg of

the new regular interest rate. Based on the study, the board

shall recommend changing the rate or keeping it the same.

HB1038 HD2 HMS 2011-285 "
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SECTION 16. Section 88-21, Hawaii Revised Statutes, is
amended by amending the definition of "regular interesgt®* to

read:

*"Regular interest”: b’“ar\f\&, g e m W

{1} Por a member who ﬁr&t—m&e:eﬂ-servi-gesbefore July 1,

2011, interest at four and one-half per cent a year,

compounded annually[+]; and h—?f\') e ) '0\ e w b
T —
(2) For a member who -enters-seswie®after June 30, 2011,

interest at two per cent a year, compounded annually."

[L CTION 17. Section 88-107, Hawaii Revised Statutes, is

amended b¥»amending subsection (a) to read as follows:

*{a) The ard of trustees shall annually allocate the

(1) The annuity savings d shall be credited with the

(2) The expense fund shall be credited wi such sums ag
provided in section 88-116; and
{3) The remaining investment earnings, if any, sha be

credited to the pension accumulation fund.r j
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SECTION 18. Section 88-132, Hawaii Revised Statutes, is
amended by amending subsection (d) to read as follows:

“(d) If the State or county, as the case may be, failsg to
pay the contributions within the time specified in subsection

{c), the State or county, as the case may be, shall also pay to

the system regular interest [a%—the—faEeueé—éeufﬁamiqnukhaéé
per—eent—a—year-compounded—annualliy] from the date the member

returned to state or county government service or the date of
the member's death in the performance of the member's military

duty until payment is made. [Ertexast] Regular interest paid on

the portion of the contributions that would have been payable by
the member shall be included in the member's accumulated
contributions. ®

SECTION 19. Commencing on January 1, 2020, the board of
trustees of the employees' retirement system shall conduct a
study to determine whether the percentage of regular interest,
as defined under section 88-21, Hawaii Revised Statutes, is
appropriate. The board shall compare that percentage against
the guaranteed percentage of interest paid by other investment
or saving vehicles during the fiseal Year 2019-2020. The board
shall submit a report of the study to the legislature that ghall
include a recommendation on whether the percentage of "regular

HBLl038 HD2 HMS 2011-2854
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interest"” should be changed or remain the same. The board shall
submit the report not less than twenty days prior to the

convening of the regular session of 2021.

ek | S v e

1"S§CTION 20. Section 88-59.5, Hawaii Revised Statutes, is

amended by amending subsection {a) to read as follows:

"{a) Any member who on July 1, 1991, was serving or
previously served as an assistant clerk or assistant sefgeant at
arms of either house of the legislature and becomes aligible for
retirement benefits as a class A member as provided under
sections 88-73(a), [88-F&tal{3)+) 88-74(d), and 88-76 shall be
entitled to full service credit as a class A member for any
eligible service prior to July 1, 1391; provided that:

{1) The member claims those years as membership servica
credit and purchases that membership service credit in
accordance with section 88-59; and

{2) Notwithstanding any other law to the contrary:

(A} Tf the member was a class A member of the system
and elected to become a class C member pursuant
to section 88-271, the member repurchases all the
vears of service as a class C member in
accordance with the procedures under section 884

HB1038 HDZ HMS 2011-2854 »
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[:;ECTION 21. Section 88-73, Hawaii Revised Statutes, ig

Page 54

amended

*{a)

(1}

H.B. NO. .

39 to regain standing as a contributory member:;
and

(B} A class C member shall be credited for service as
an assistant clerk or assistant sergeant at arms
under section 88-59 in a lump sum nonrefundable
payment and receive retirement benefits as

provided in this section.”

amending subsections (a) and (b) to read as follows:

Anypember who:

Became avmember before July 1, 2012, and has at least

(2)

five years oR credited service and [whe] has attained

age fifty-five [ 1z

Became a member befo July 1, 2012, and has at least

(4)

twenty-five years of crelited service [ef;aﬁyhmembef
wheo-has) ;
Has at least ten years of credite service, which

includes service as a judge before Ju 1, 1999, an
elective officer, or a legislative officeriel;

Becomes a member after June 30, 2012, and has least

five years of credited service and has attained age

sixty; ox

HB1038 HD2 HMS 2011-28
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(5) Becomes a member after June 30, 2012, and has at least

twenty-five years of credited service and has attained

age fifty-£five,

all become eligible to receive g retirement allowance after

the “wember has terminated service.

judge after 30, 1999, but before July 1, 2012, and who has

at least five years gof credited service and hag attained age

fifty-five or has at lea twenty-five years of credited service
shall become eligible to receb a4 retirement allowance after

the member has terminated service. MAny member who first earned

credited service as a judge after June 3 2012, and has at

ieast five years of credited sexvice and has tained age sixty

or has at least twenty-five vears of credited servi and has

attained age fifty-five shall be eligible to receive a

retirement allowance after the member has terminated service,

13

amended to

ECTION 22, Section 838-74, Hawaii Reviged Statutes, is

d as follows:
"588~74 Allowang service retirement, {a) Upon
retirement from service, a member 1l receivae a maximum

retirement allowance as {foitews+] provided ¥ section,

HB1038 HD2 HMS 2011- "
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[ 1 (b) If [tke] a member, who became a member before

July 1, 2002, has attained age fifty-five, [a] the member's

maximum retikement allowance [e£} shall bhe two per.cent of the

member's averag® final compensation multiplied by the total

number of years of\the member’'s credited gervice as a class A,

credited service as a class H member; prayided that:

[&] (1 After June 30, 1968, if the ember has at leagt

[8)+] (2} After June 30, 1877, if tha member has at Ieast

48 a corrections officer; )
HB10Q38 HD2 HMS 2011-28 "
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£2+] (3) After June 16, 1981, if the member has at least
ten yvears of credited service of which the last five
Or more years prior to retirement is credited service

S an investigator of the department of the attorney
g gral;
AN

[-83+] (4) \@fter June 30, 1989, if the member has at least
Len veaxs of credited sexrvice of which the last five
Or more y&ars prior to retirement ig credited service
as a narcotics enforcement investigator;

[+5]1 (5} After De er 31, 1993, if the member has at
least ten years Wf creditred service of which the last
five or more years\prior to retirement is credited
service as a water a2 ety officer;

(4] (6) After June 30, 199% if the member has at least
ten years of credited serv e, of which the last five
Or more years prior to retir t are credited

service as a public safety investy

investigator;

[+6+] (7} After June 30, 2002, if the member:

[+43+] (A) Has ak least ten vears of Credited service

rtamatin

as a firefighter;

HB1038 HD2 HMS 2011-2854 "
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[H34] (B) Is deemed permanently medically

to be a firefighter by the emplover’'s physician;
and

{35431 Continues employment in a class A or B

+

posityon other than a firefighter; and
(B»] {(8) After Jhpe 30, 2004, if the member:

[+&+] {A) Has ab\ least ten years of credited service

[+£4-] (B)

[4544)] (C)

officer, corrections officer, investigatoX of the
department of the prosecuting attorney, invegtigator
of the depértment of the attorney general, nar tics
enforcement investigator, water safety officer, o
public safety investigations staff investigator, the
retirement allowance shall be two and one-half per

HB1038 HD2 HMS 2011-28
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cent of the member's average final compensation. The

maximum retirement allowance for those members ghall
not ‘exceed eighty per cent of the nember's average
inal compensation. If the member has not attained

ifty-five, the member's retirement allowance

subsection \(4b}+] (e).

[23] {¢) If [£he a member, who became a member prior to

July 1, 2012, has credited\ service as a judge, the member's

retirement allowance shall b computed on the following basis:
[&+] (1)} For a member who has credited service as a judge
before July l,'1999. idgespective of age, for each
year of credited service a judge, three and one-
half per cent of the member average final
compengation in addition to an
actuarial equivalent of the member' accumuilated

contributions allccable to the period service;

[anéd
+B+]1  (2) For a member who first earned credited sexyice
as a judge after June 30, 1999, for each year of
credited service as.a judge, three and one-half per
HB1038 HD2 HMS 2011-2854 -
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H.B. NO. %"

ent of the member's average final compensation in

addition to an annuity that ig the actuarial

allocable to the period of service. If the member

t attained age fifty-five, the member's

member hay attained age fifty-five, reduced for age

ag provided\in subsection [y —ex] (e);

er who first earned credited service

as_a judge aft;>\June 30, 2012, for each year of

credited service a% a judge, three and one-half per

cent of the member's\average final compensation in

addition to an annuity' hat is the actuarial

equivalent of the member’ accumulated contributions

allocable to the period of‘éhrvice. If the member

has not attained age sixty, tgﬁ.member’s retirement

allowance shall be computed as tPough the member had

attained age sixty, reduced for a as provided in

subsection (i}; or

For a judge with other credited servic as provided

in [peragreph—d3—-] subsection {b). If

has not attained age fifty-five, the membek's

HB1038 HD2 HMS 2011-2854 ' “
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retirement allowance shall be computed asg though the
member had attained age fifty-five, reduced for age
as provided in subsection [-H-+1 le}; or

{5) For a judge with credited service as an elective
officer or as a legislative officer, as providead in

paragraph—{3}-] subsection (d).

all exceed seventy-five per cent of the member's

No allowance
average final coNpensation. If the allowance exceeds thig
limit, it shall be djusted by reducing the annuity included in

[ ) paragraphs (1), (2), and (3) and the

portion of the accumulat contributions specified in [&£he

subparagraphe] paragraphs

requirements of the reduced uity shall he returned to the

). (2), and (3) in excess of the

allowance provided by the federal government f similar
service, shall in no case exceed seventy-five rer went of the
member's average final compensation[s—ex] .

(4331 (4} If [the] a member, who became a member beYore
July 1, 2012, has credited service as an elective officer ;\\?:::jx
HB1038 HD2 HMS 2011-28
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legislative officer, the member's retirement allowance shall

] pazragraphs (1), (2), (3),

4 and (4)

Irrespective of age, for each year of credited

ice as an elective officer, three and one-half

=)
tn
D

7 per cet of the member's average final compensation
8 as computed under section 88-81(e) (1), in addition tao
9 an annuity Xhat is the actuarial equivalent of the

10 member's acc lated contributiong allocable to the

i period of service; and

12 [B3] {2) Irrespective Af age, for each Year of credited
13 sexvice as a legisla :ve offiber, three and one-half
14 per cent of the member average final compensation
15 as computed under section 8-81l(e) (2}, in addition to .
16 an annuity that is the actua ial equivalent of the

17 member's accumulated contributiyns allocable to the
i8 period of service;

19 [+€+] (3) If the member has credited service as a judge,
20 the member's retirement 2llowance shall ke computed
21 on the following basis:

HB1038 HD2 HMS 201
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H.B. NO. #:

1 (A) For a member who has cradited service as a

judge before July 1, 1999, irrespective of age,

accumilated, contributions allocable to the

period of serkice; and

[4&i-)] (B) For a membey who first earned credited

service as a judge\after June 30, 1999, and has

. ttalned the age of
credited service as a j\dge, three and one-half
per cent of the member's average final
compensation as computed under section 88-

81(e) {3), in addition to an

Ffty-five, for each year of

actuarial equivalent of the memb I''s accumulated

contributions allocable to the perlod of
service. If the member has not attaipned age
fifty-five, the member's retirement allo

shall be computed as though the member had

HB1038 HD2 HMS 2011-2854

L

1
. il
)

n



® N e th & W

10
11
12
13
14
15
16
17
18
19
20
21
22

rese st H-B- NOu :'0382

attained age fifty-five, reduced for age as

provided in subsection [<b)s] {e); and

(+B+), {(4) For each year of credited service not included

in tsﬂﬁﬁai‘aﬁﬂph—h'r),——e-}—,—e-r—(eh.l paragraph (1),

{2y, or (3}, the average final compensation as

compyted under section 88-81(e) (4) shall be
multiplied by two per cent for credited service

earned as\ a ¢lass A or class H member, two and one-

credited service\eamed as a class C member. IFf the

The total retirement allowance shall not exceed seventy-five per

calculated under mection 88~81l(e} (1}, (2), (3}, ‘or {4). If the
allowance exceeds this limit, it shall be adjusted \py reducing
any annuity accrued under [

paragraphs (1), (2), and (3) and the portion of the acc

contributions specified in these [subparagraphe] paragraphs in
HB1038 HDZ HMS 2011-2854 "
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excess of the requirements of the reduced annuity shall be
returned to the member upon the member's retirement or paid to
the member's desi¢nated beneficiary upon the member's death
while in service or while on authorized leave without pay. If a

membgr has service credit as an elective officer or as a

subgection (c).

EXgept as provided in [subseckion—tal)

and (d}, if a member, who became a member

[H-] (e)

arrr———

subsections {b), (c)

before July 1, 2012, hah not attained age fifty-five at the date

of retirement, the member'y retirement allowance shall be

reduced, for each month the m er's age at the date of

as follows:

L

retirement is below age fifty-fi
(1; 0.4166 per cent for each mduth below age fifty-five
and above age forty-nine and &leven months; plus
{2) 0.3333 per cent for each month below age fifty and
above age forty-four and eleven monthha: plus
(3) 0.2500 per cent for each month below age Lorty-five
and above age thirty-nine and eleven months;

{4) 0.1666 per cent for each month below age forty;

HB1038 HD2 HMS 2011-2854 .
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st twenty-five years of creditéd service as a Eirefighter,
police officer, corrections officer, investigator of the
department of the prosecuting attorney, investigator of the
departmént of the attorney general, narcotics enforcement

investigaXor, public safety investigations staff investigator,

sewer workeX, or water safety officer, of which the last five or

more years pr{oxr to retirement is credited service in these
capacities,

{f) TIf a mégber, who becomes a member after June 30, 2012,

has attainedagg_géxty, the member's maximum retirement

allowance shall be t ber cent of the member'sg average Ffinal

compensation multiplied\by the total number of years of the
f

member's credited servic as a class A and class B member,

excluding any credited se Lce ‘as a judge, elective officer, or

legislative officer, plus a >§mirement allowance of one and one-

fourth per cent of the member's \average final compensation |

multiplied by the total number o;\years of prior credited

sexrvice as a class C member, plus a etirement allowance of two

per cent of the member's average final\compensation multiplied

by the total number of years of prior crewited service as a

———

class H member; provided that: \“:>
HB1038 HD2 HMS 2011-2 ;
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(2)

If the member has at least ten

H.B. NO. ==,

Years of credited

exvice of which the last five

Or more years prior to

ratirement is credited service

as a firefighter,

poi&pe officer, or an investigator of the department

of th prosecuting attorney;

If the m er hasg at least ten

.

years of credited

(3)

service of \which the last five

Or mWore years prior to

retirement i credited service

a8 a corrections

officer;
2LLicer;

If the member hag t least ten

Years of credited

{4)

service of which the ast five

Or more years prior to

retirement is credited rvice

as_an investigator of

the department of the atgékney

general ;

If the member hag at least ;én

years of credited

{5)

service of which the last five

OX _More years prior to

retirement is credited service

as_a\narcotics

enforcement investigator;

If the member has at least ten

Years of ckedited

service of which the last fiva

or more yea;:\prior to

retirement is credited service

a5 a water safet

-

officer;
pificer;

HB1Q38 HD2 HMS
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'(6 If the member has at least ten vears of cradited

service, of which the last five or more vears prior to

etirement are credited service as a public safety

irvestigations staff investigator;

(7) If the member:

{A) \Has at least ten years of credited service ag a

{refighter;

{B) Is \deemed permanently medically disqualified due

to a\service related disability to be a

f1ref1§ ter by the emplover's physician; and

{C} Contlnu\¥ employment in a class A or B rosition

other th%é\a firefighter;

and

{(8) If the member:

{A) Has at least ten \vears of credited service as a

police officer;

(B} Is deemed permanently medically disqualified due

to a service related dilability to be a police

officer by the emplover's hysician; and

{C} Continues employment in a class A or B position

other than a police officer,

HB1038 HD2 HMS 2011-2854
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~

then for each year of service as a firefighter, police officer, .

rrections officer, 1nvest1gator of the department of the

prolécuting attorney, investigator of the department of the

attorgéy general, narcotics enforcement investigator, water

safety officer, or public safety investigations staff

investiggtot, the retirement allowance shail be two and one-half

per cent of the member's average final compensation. The

maximum retire;ént allowance for those membexs shall not axceed

eighty per cent ;}\the member's average final compensgation. If

the member has not :Etainedgge sixty, the member's retirement

allowance shall be co;;ﬁxed as though the member had attained

age sixty, reduced for age\as provided in subsection (i}.

{9)  If a member, who besame a member after June 30, 2012,

has credited service as a judg;>\the menmber's retirement

allowance shall be computed on th;\followingbasis:

{1) For each year of credited ;ékyice as_a judge, three

and one-half per cent of the m er's average final

compensation in addition to an amnm ity that is the

actuarial equivalent of the member's cumulated

contributions allocable to the period ;}\service. If

the member has not attained age sixty, the hember's

retirement allowance shall be computed as thoudh the

HB1038 HD2 HMS 2

R DR PR



LB N - Y

10
11
12
13
14
15
16
17
18
19
20
21

22

' H.B. NO. &

meénber had attained age sixty, reduced for age as

rovided in subsection {i);

(2) Foxy a judge with other credited service, as provided

in ;hbsection (f) or (h), as applicable. If the

member Yias not attained age sixty, the member's

retireméék allowance shall be computed as though the

member had aktained age sixty, reduced for age asg

provided in ssﬁsection {(i): and

(3) For a judge with\éredited service as an elective

officer or as a 1e§2§;ative officer, as provided in

subsection {(h).

No alléwance shall exceed seventy-fiye per cent of the member's

average final compensation. If the al owance exceeds this

limit, it shall be adjusted by reducing dhe amnmuity included in

paragraph {l) and the portion of the accu;:lated contributions

specified in paragraph (1) in excess of the rejuirements of the

reduced apnuity shall be returned to the member uwpon the

member's retirement or paid to the member's designabed

beneficiary upon the member's death while in service\ér while on

authorized leave without pay. The allowance for judge;\hnder

this subsection, together with the retirement allowance plhyided

by the federal government for similar service, shall in ne ciase

|
HB1038 HD2 HMS 2011-2854 ii\
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H.B. NO. 3"

exceed seventv-five per cent of the member's average final

m;;hsation.

(h})

If a member, who becomes & member after June 30, 2012,

has creditgd Service as an elective officer or ag a legislative

officer,

the member's retirement allowancé shall be derived by

adding the all;>ances computed separately under paragraphsg (1),

{2),

(3), and {4) follows:

(1}

Irrespective, of age, for each Year of credited service

(2}

as an electi;é\officer, three and one-half per cent of

the member's ave %e final compensation as computed

under section 88-81 \in addition to an amnuity that isg

the actuarial equivalzét of the member's accumulated

contributions allocable to the period of service;

Irrespective of age, forx each\year of credited servicae

(3)

as a legislative officer, three dud cne-half per cent

of the member's average final compenBation as computed

under section 88-81, in addition to an a uity that is

the actuarial equivalent of the member's ac ulated

centributions allocable to the period of servich:

Irrespective of age, for each year of crediteds:>§¢ce

as a judge, three and one~half per cent of the

member's average final compensation as computed under

HB1038 HD2Z HMS 2011-
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(4)

H.B. NO. #¢%

ection 88-81, in addition to an annuity that is the

actuarial equivalent of the member's accumulated

entributions allocable to the period of service; and

For\each year of credited service not included in

Raragkaph (1), (2), or (3), the average final

compensakion as computed under section 88-81 shall be

multiplied oy two Per cent for credited service earned

as a c¢lass A class H member, two and one-half per

cent for credite sexrvice earned as a class B nmember,

and one and one-qu er per cent for credited service

earned as a class C m er. If the member has not

attained age gixty, the m er's retirement allowaqgg

shall be computed as though e member had attained

age sixty, reduced for age as pxovided in subsection

(i) .

The total retirement allowance shall not exceey seventy-five per
C 2eL

cent of the member's highest average final compeﬁsation

calculated under section 88-8l{e). If the allowan exceeds

this limit,

it shall be adjusted by reducing any annmud ty accrued

under paragraphs (1), {(2), and (3) énd the portion of tke

accumulated contributions specified in these paragraphs i

excess of the requirements of the reduced annuity shall he

HB1038 HD2 HMS 20
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returmed to the member upon the member's retirement or paid to

the member's designated beneficiary upon the membar's death

while in service or while on authorized leave without pay. If a

membek has service credit as an elective officer Qor as a

oW

legislabive officer in addition to service credit as a judge,

then the ratirement benafit calculation contained in this

subsection shill supersede the formula contained in subsection

{q) .

% M 9 e

(i) Except as\provided in subsections (f), (gq), and {(h),

1 if a member, who becones a member after June 30, 2012, has not

11  attained age sixty at thehdate of retirement, the member's

12  retirement allowdnce shall B reduced, for each month the

13 member's age at the date of retdrement is below age sixty, as

14 follows:

15 (1) 0.4166 per cent for each mondh below age sixtv and
16 above age fifty-four and elev;;\months; pblus

17 {(2) 0.3333 per cent for_each month kelo age fifty—five
18 and above age forty-nine and eleven mo ths, plus
19 {(3) 0.2500 per cent for each month below age ifty and

20 above age forty-four and eleven months; plus

21 {4) 0.1666 per cent for each month below age f;:ZEBflve:##:)

HB1038 HD2 HMS 2
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provided that no reduction shall be made if the member has at

egét twenty-£five vears of credited service as a firefighter,

polic;\officer. corrections officer, investigator of the

departmggh\of the prosecuting attorney, investigator of the

department‘:f\the attorney general, narcotics enforcement

investigator, public safety investigations staff investigator,

Sewer worker, water\ safety officer, or emergency medical

technician, of which e last five or more Years prior to

retirement is credited ;éxyice in these capacitieg, and hag

attained the age of fifty-fi

SECTION 23. Section 88-74 N, Hawaii Revised Statutes, iy

amended to read as follows:

"588—?4 6§ Unreduced allowanca on service retirement; when

member, who became a member before July 1, 2012, had at leagt

[Ehirey] :

{1} Thirty vears of credited service through June

2003; [Ewenty-nine]

HB1038 HD2 HMS 20
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1 (2) Twenty-nine Years of credited service on or after July
2 1, 2004; [twenty—eight]

3 (3) “Swenty-eight years of Credited service on or after

3 JulyNL, 2005; [Ewenty—oavwen]

5 (4) Twenty-sdwen years of credited service on or after

6 July 1, 2006; Ewenty-gisx)

7 (5) Twenty-six years of crediteg service on or after July

8 1, 2007; [ 1 or

9 (8) Twenty-five Years of credi service on or after July
10 1, 2008,

11 as an emergency medical technician, of which e last five or
12 more years prior to retirement ig credited service'N
13  capacity, then upon retirement ang irrespective of age, at
14 member's service retj ¢ allowance shall not be reduced for
15 actuarial purposes. * , ’ r* * V

SECTION 24. Section 88~76, Hawaii Reviseq Statutes, ig
17 amended to read as follows:
i8 "§88-76 Allowance on ordinary disability retirement. tpon
19 retirement for ordinary digsability, a mermber shall receive a
20  maximum retirement allowance of one énd three-fourthsg per cent
21 of the member's average final compensation for each year of
22 credited service; except that for each Year of credited service

HB1038 HD2 HMS 2011-2854
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1 as a judge, an elective officer, or a legislative cfficer, the

2 member shall receive a4 maximum retirement allowance computed as
Cy
3 provided in section. [88—44{a++8+—6*~+3+~] 88~ 74{c) é& d;?raé‘““”“l:;lj

4 applicable. The minimum retirement allowance payable under this

section shall be thirty per cent of the member's average final

5
6 compensation.®

7 CTION 25. Section 88-331, Hawaii Revised Statute/s/,/i'é
8 am as follows:

9 1. amending subsections (a} and (b) to fead:

10 "({a) A MNass H member who:

11 {1] Became membe? before July 2012, and has_at least
12 five years TVice and has attained age
13 sixty-twol iz

14 (2) Became a member

15 thirty years

16 the age ¢ fifty-five;

17 (3). Becomes a member af

18 fiwé/;ears of credited service‘and has ained age

" 19 /ég;ty—five; or ué;l///
20 I (4} Becomes a member after June 30, 2012, a has at least
~

21 thirty vears of credited service and has attained age

J

22 S ixtx,
HBLU38 HDZ HMS 2011- "
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thecome to receipa/a/r;t-:}iiement all C&\ aftar
- N R

A class H member who became a member before July 1,

2012, and has at least twenty-five years of Ccredited service asg
a4 sewer worker or water safety officer, of which the last five
Or more years prior to retirement is credited service in that
capacity, shall become eligible to receive a retirement
allowance unreduced for age after the member hag terminateqd

service. A class H memher who becomes a_member after June 30,

2012, and has at least twenty-five years of credited service ag

8 sewer worker or water safety officer, of which the last five

Or more years prior to Ietirement isg credited service in that

capacity, and has attained age fifty-five shall become eligible

to receive a retirement allowance unreduced for age after the

member has terminated service v

2. By amending subsection {d} to read:

"(d) If a class H member, who became a member before July

1, 2012, has at least twenty-eight years of credited service on
or after July 1, 2005; twenty-seven years of credited service on
or after July 1, 2006; twenty-six vears of credited service on
or after July 1, 2007; and twenty-five vears of credited service
on or after July 1, 2008, as an emergency medical technician, of

HB1038 HD2 HMS 2011- .
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1 which the last five or more years prior to retirement ig

2 credited service in that capacity, the member ghall be eligible
3 to receive a retirement benefit unreduced for age after the
4

member has terminated service. If a class H member, who bacomes

2 member after June 30, 2012, has at least twenty-five vears of

credited service as an emergency medical technician, of which

5

6

7 the last five or more Years prior to retirement is credited
8

service in that capacity, and has attained age fifty-five, the

9 member shall be eligible to receive a retirement benefit

unreduced for age after the meémber has terminated service,*

ECTION 26. Section 88-332, Hawaii Revised Statutes, is

12 ehded to read as follows:
13 =332 Service retirement allowance. (a Upon
14 om service, a class H member who beacame a member |

15 Dbefore July 1, 12, shall receive a maximum retirement

16 allowance as followd:
17 " (1) If the memberMaas met the requirements in section 88~
18 331(a), : @ maximum retirement allowance of
19 age final compensation
20 ipli ears of class H credited

21 i i ' ce at the rate of

o

22
HB1038 HDZ HMS 2011-2
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{(2)

(b)

H.B. NO. %

final compensation multiplied by the number 0f vearg

of class ¢ credited service;

or

an early retirement allowance aqual to the

retirement allowance calculated asg provided in

baragraph\(1}, reduced by 0.4166 per cent for each

er is less than age sixty-two at

Upon retirement fro; service, a clasgs H member whe

becomes a member after June 30,

12, shali recelve a mazi mum

retirement

allowance as follows:

{1}

1f the member has met the re

irements in section 88-

331(a), (h), or (d), a maximum rekirement allowance of

two per cent of the average

£inal ;;hp

ensation

multiplied by the number of vears of clags H credited

service,

plus a retirement allowance at the\rate of

one and one-fourth Per cent of the member's g rage

final compensation multiplied by the number of véars

of class ¢ credited service;

or

(2)
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H.B. NO. 2

paragraph (1), reduced by 0.4166 per cggg-ékmfeach

‘month the member i

=\ e prer

SECTION 27. Section B88-105, Hawaii Revised Statutes, ig

than age sixty-five at

amended by amending subsection {a} to read ag follows:

"(a) At least once in each five-year peribd, commencing
with figcal year 1994-1995, the actuary shall make an actuarial
investigation of the experience of the system and shall
recommend to the board of trustees the adoption for actuarial
valuation of the System of mortality, service, and other

assumptions, factors, and tables as shall be deemed appropriate

and necessary[r—ané—éhe—aeEaary—shaiénfeeemmend—eenehe
%egiG}aE&Ee*f9E“iE5*aé6pEieﬁPEhfhiE¥€E%mEﬂE—yée}é—f&Ee}. The

actuary shall further Tecommend the acceptable funded ratio for

the system, taking into congideration the guarantiés of article
XVI, section 2 of the state constitution, section 88-107, and
section 88-127, ¢

SECTION 28, Section 88-122, Hawaii Revised Statutes, is

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

*{b} The actuarial valuations [rade—for—vearswafror June
38:—38#99+] shall be based on faﬁweiﬁh%—pef—eeﬁe—éayeaemeae-yie}é
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angd] the contribution rates approved by the legislature, ang thea

tables, [eeﬁ%réb&téea—saﬁeeTJ assumptions, and factors adopted

appeénEeé—&néer;seeeien—ea—aav]; provided that the investment

vield rate assumption for the vear ending June 30, 2011, shall

be seven and threevquargers per cent."
ez fz- PpdT /)
BECTION 29. Statutory material to be repealed is bracketed
and stricken. New statutory material is underscored,

SECTION 30. This Act shall take effect on July 1, 2011;

provided that parbh;—eha;lm:akemaﬁ£a9&—an‘#uiy-tT—ﬂﬁia?-audS;;rt

1{::::;Ea11 take effect on June 30, 2011,
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H.B. NO. .

Employees' Retirement System

Degeription:

Makes various revigions to the employees' retirement sSystemn.

Effective July 1, 2011. {HB
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