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HOUSE OF REPRESENTATIVES
TWENTY-SEVENTH LEGISLATURE, 2013 HB. NO.

STATE OF HAWAII

A BILL FOR AN ACT

RELATING TO THE HAWAIT EMPLOYER-UNTON HEALTH BENEFITS TRUST
FUND.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:
SECTION 1. The purpose of this Act is to make the

composition and certain powers and duties of the board of

trustees of the Hawaii employer-union health benefits trust fund

gimilar to those of the employees' retirement system board of
trustees. The legislature finds that, in the past, the latter
board has eperated with more effectiveness, efficiency, and
foresight than the former board. ,

This Act also clarifies the fiduciary duties of the trust
fund board of trustees.

SECTION 2. Chapter 87A, Hawaili Revised Statutes, is
amended by adding four new sections to part II to be

appropriately designated and to read as follows:

"§87A-A Composition of board. (a) The board shall

consist of eight members as follows:

(1) The director of finance, ex officio;

(2) Four employees who are enrolled in health benefits

plans of the fund. Two of the four shall be general
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employvees, meaning employees in active service with

the State or counties, including police officers and

firefighters, but not public school teachers. One of

the four shall be a public school teacher, and one

shall be a retired employee. The four employees shall

be elected by employees under rules adopted by the

board to terms of six years commencing on the January

1 immediately following the expiration of their

predecessors' terms; provided that, if after the close

of filing of petitions for candidacy, an employee is

unopposed for election to a trustee position, the

employee shall be declared to be duly and legally

elected to the office of trustee without an election.

If a trustee who is an employee ceases to be enrolled

in a health benefits plan of the fund, the trustee

shall be disqualified from continuing in office, and

the vacancy shall be filled in accordance with section

87A-B; and

Three residents of the State who are not employees.

One of the three shall be an officer of a financial

institution, public accounting firm, or insurance

company authorized to do business in the State or a
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resident of similar experience. The three residents

shall be appointed by the governor, with the advice

and consent of the senate, to serve for a term of gix

years commencing on the January 1 immediately

following the expiration of their predecessors' terms.

{(b) Each trustee shall serve until the trustee's successor

is elected or appointed, as the case may be, and qualified.

§87A-B Vacancy. If a vacancy occurs in the office of a

trustee, the vacancy shall be filled for the unexpired term in

the same manner as the office was previously filled, except that

in the case of a trustee elected by the employees, the vacancy

shall be filled for the unexpired term by the appointment of an

employee by the remaining trustees.

§87A-C Voting. Each trustee shall be entitled to one vote

on the board. Five concurring votes shall be necessary for a

decision by the trustees at any meeting of the board, except

that a higher number of votes shall be necessary when required

by other law.

§87A~D Prohibited interest of trustees and staff members.

Except as provided in this section, no trustee or staff member

of the fund shall have any direct interest in the gains ozr

profits of any investment made by the board. No trustee or
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staff member shall use, directly or indirectly, for oneself or

as an agent in any manner, the moneys of the fund, except to

make current and necessary payments authorized by the board. No

trustee or staff member shall be an endorser or surety or be in

any manner an obligor for moneys loaned by the board."

SECTION 3. Section 872-1, Hawall Revised Statutes, is
amended as follows:

1. By amending the definition of "board" to read:

""Board" means the board of trustees of the Hawaii
employer-union health benefits trust fund described in section
[87A—5+}1 87A-A."

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

"nTrustee" means a trustee of the board of trustees of the
Hawaii employer-union health benefits trust fund[—as—deseribed
inseetion—8FA-5]."

SECTION 4. Section 87aA-15, Hawail Reviged Statutes, is
amended to read as follows:

"[E]16§87A-15 [}—Administratien] Duties of the board;

administration of the fund. {a) The board shall have the

fiduciary duty to administer and carry out the purpose of the

fund. [Healtth andother—benefit plons shall-be—providedat—a
eest]
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{b) The board shall provide health benefits plans to

employee-beneficiaries and dependent-beneficiaries that are

affordable to both the public employers and the public
employees.

{c) The board shall implement and recommend policies, in

accordance with law, to amortize the unfunded actuarial accrued

liability within thirty years from January 1, 2014.

(d) The board shall expend the employers' and employees'

contributions received for the costs of the health benefits

plans in compliance with appropriations acts and other

applicable law."

SECTION 5. Section 87A-24, Hawaii Revised Statutes, is
amended to read as follows:
"§87A-24 Other powers. In addition tc the power to
administer the fund, the board may:
(1) Collect, receive, deposit, and withdraw money on
behalf of the fund;

(2} Invest moneys and other assets of the fund in the same

manner specified in section 88-119(1) (A), (1) (B),
(LY (c), (L{F), (2y, (3), (4}, (5), (6}, [anmd] (7)[+].

(8), (9), {(10), and (11), and engage in related

activities under sections 88-120, 88-121, and
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88-121.5. In performing these duties, the board shall

have the same authority as the board of trustees of

the employees' retirement system;

weld—as—the procceds—of those—investments—and—any

+4+)

-]

(3) Appoint, and at pleasure dismiss, an

administrator and other fund staff[+], including a

chief investment officer. The administrator and staff

shall be exempt from chapter 76 and shall serve under
and at the pleasure of the board;

{4) Make payments of periodic charges and pay for
reasonable expenses incurred in carrying out the
purposes of the fund;

{5) Contract for the performance of financial audits
of the fund and claims audits of its insurance
carriers;

(6) Retain auditors, actuaries, [investment-—fFirms—and

managers+] benefit plan consultants, or other

professional advisors to [earryeut—the-purpeses]

assist in the administration of this chapter;
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(7) Retain investment firms and managers to provide advice

and services on investment of the asgsets of the fund

and pay for them out of the investment earnings;

{8) ©Establish health benefits plan and long-term care
benefits plan rates that include administrative [and
ether] expenses necessary to effectuate the purposes
of the fund; and

(9) Require any department, agency, or employee of the
State or counties to furnish information to the board
to carry out the purposes of this chapter."

SECTION 6. Section 87A-31.5, Hawaii Revised Statutes, is

amended to read as follows:

"[£]§87A-31.5[}] Employer contributions irrevocable.
Notwithstanding any law to the contrary, all of the monthly
contributions that the State and counties make to the fund under
sections 87A-32, 87A-33, 87A-33.5, 87A-34, 87A-35, 87A-36, and
87A-37, and all other contributions that the State and counties
may make to the fund, shall be irrevocable; provided that this
shall not preclude the fund from returning contributions or
payments made by the State or any county under a mistake of fact
within one year after the payment of the contributions or

payments."
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SECTION 7. Section 87A-5,

repealed.
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2="]
SECTION 8. Section 87A-6, Hawaii Revised Statutes, is

repealed.

["§87A~6—Term of—atrustee;—vacancey— Thetermof offiece
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SECTION 9. Section 87A-11,

repealed.
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resotubien"]

SECTION 10. (a) For the purpose of this section, the
terms "board", "employee", and "trustee” shall have the same
meanings as defined in section 87A-1, Hawaii Revised Statutes.

(b) Notwithstanding any law to the contrary, the texm of
office of trustees serving on the board on December 31, 2013,
shall terminate at the end of that day.

(¢) No later than September 1, 2013, the directoxr of
finance shall conduct an election among employees to elect four
employees to the board in accordance with section 87A-A, Hawaii
Revised Statutes. The director of finance shall conduct the
election in approximately the same manner as the election of
trustees of the employees' retirement system; provided that the
director shall have exclusive discretion in establishing the
procedures for the election and shall not be required to adopt
rules to establish the procedures. The director of finance
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gshall conclude the voting and counting of ballots in sufficient
time to certify the results of the election by November 1, 2013.
Notwithstanding section 87A-A, Hawaii Revised Statutes, the
employees initially elected as trustees shall serve for terms
commencing on January 1, 2014, but the expiration of their texms
shall be as follows:
(1} The general employee with the second-highest number of
votes among general employee-candidates shall serve
for a term expiring on December 31, 2014;

(2) The reﬁired employee shall serve for a term expiring
on December 31, 2016;

{(3) The public school teacher shall serve for a term

expiring on December 31, 2018; and

(4) The general employee with the highest number of votes

among general employee-candidates shall serve for a
term expiring on December 31, 2020.

(d) The governor shall appoint three residents to serve as
initial trustees of the board as provided under.section 87A-A4,
Hawaii Revised Statutes.

Notwithstanding section 87A-A, Hawaii Revised Statutes, the
residents initially appcinted as trustees by the governor shall
serve for terms commencing January 1, 2014, without having first
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been confirmed by the senate. The governor shall designate one
éf the three to serve for a term expiring on December 31, 2015,
another to serve for a term expiring on December 31, 2017, and
the last to serve for a term expiring on December 31, 20182.

If a resident initially appointed by the governor as a
trustee is not confirmed by the senate during the regular
session of 2014, that trustee shall be deemed to have vacated
the office on the date of the senate's failure to advise and
consent to the trustee's nomination or, 1f no senate vote to
advise and consent to the nomination is taken, on the
adjournment sine die of the regular session of 2014. A
successor shall be appointed by the governor to fill the
unexpired term in accordance with section 26-34, Hawall Revised
Statutes.

(e) The successors of the initial trustees shall be
elected or appointed in accordance with section 87A-A oxr 87A-B,
Hawalii Revised Statutes, as appropriate.

SECTION 11. There is appropriated out of the general
revenues of the State of Hawaii the sum of % or 80
much thereof as may be necessary for fiscal year 2013-2014 for
the election of employees to the Hawaii employer-union health
trust fund in accordance with section 10.
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The sum appropriated shall be expended by the department of
budget and finance for the purposes of this Act.

SECTION 12. In codifying the new sections added by section
2 of this Act, the revisor of statutes shall substitute
appropriate section numbers for the letters used in designating
the new sections in this Act.

SECTION 13. Statutory material to be repealed is bracketed
and stricken. New statutory material is underscored.

SECTION 14. This Act shall take effect on January 1, 2014;

except that sections 10 and 11 shall take effect on July 1,

oo YA by

L

2013.
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