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Legislative Auditor: auditors2@auditor.state.hi.us
Department of Budget and Finance: DBFLeg.DIR@hawaii.gov
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EMPLOYEES’ RETIREMENT SYSTEM
OF THE STATE OF HAWAII

ACT 87, SESSION LAWS OF HAWAII 2015
RELATING TO THE EMPLOYEES’ RETIREMENT SYSTEM

STATUS OF EMPLOYER REPORTING OF INFORMATION
2016

This is the 2016 status report on the State, the City and County of Honolulu and the Counties of
Hawaii, Maui and Kauai departments’ and Agencies’ (“State and Counties”) reporting of
personnel and payroll information to the Employees’ Retirement System (ERS) as required by
Section 88-103.7 under Act 87, Session Laws of Hawaii 2015.

Employer Reporting Files

ERS benefits (retirement, death, refunds, disability, etc.) are based on the ERS membership
status of the employee. The ERS is dependent on employers of the State and Counties to provide
timely and accurate compensation information (based on payroll data) and service credit
information (based on personnel data) on their employees to determine ERS benefit eligibility
and entitlement. Employers are the sole source of this payroll and personnel data which is
transmitted to the ERS by semi-monthly transactions coinciding with their salary processing
schedule.

ERS approved file formats for employer reporting of payroll and personnel data:

1. Payroll File: 600 byte layout, version 2, Act 163
2. Personnel Interface File: 1500 byte layout, Act 163

ERS’s first Act 87/2015 Report summarized the employers’ files and whether files were being
submitted by the approved format. This second Act 87/2015 Report focuses on the Employer
Reporting Payroll File. Specifically, this report examines in detail ERS’s evaluation of the file
as it is received, reviewed and the data validated as it is entered into its Pension Management
Information System to generate ERS benefits.

Employers and Billing Locations

Since 2006, the ERS has worked with the State and Counties in the implementation and the
utilization of the payroll files. Employer reporting is divided into separate “billing locations”
which are designated by the employer for ease of collection and processing. The payroll file
billing locations for the State and Counties are listed below:

1. State of Hawaii

e Department of Accounting and General Services (DAGS) — State of
Hawaii (includes DOE, UH and HHSC)
e Charter Schools (Ceridian)

2. City and County of Honolulu



e City and County of Honolulu
e City and County of Honolulu — Board of Water Supply

3. County of Hawaii
e County of Hawaii
e County of Hawaii — Department of Water Supply

4. County of Maui
e County of Maui

5. County of Kauai
e County of Kauai

Status of Reporting

As noted in the Act, the ERS “shall require that information be furnished in electronic format
and that information with respect to payroll and personnel transactions:
(1) Allocate payments, including bonuses, salary adjustments, payments for compensatory
time, and workers' compensation, to monthly or other periods as requested by the system;
(2) Specify the purpose or nature of the payment; and
(3) Indicate any changes or errors in payments that require correcting or updating.”

It states further that all departments and agencies “shall furnish the information required by the
system pursuant to this section in the format required by the system.”

Each employer file has the following types of payroll information for each reported employee:

Demographic Identification

Employer Reporting Transaction Identification
Employee Transaction Information

Payroll Transaction Information

ERS Contributions

Pay Types

-

Based on these categories, we have detailed the current status of each employer’s compliance
with the current format as indicated in the attached table. Unreported, erroneously reported or
manually reported payroll records of transactions, adjustments, retroactive payments, and
corrections require the ERS to research, request and manually adjust an employee’s or retiree’s
benefit calculation record to accurately reflect the benefit for which an employee, beneficiary or
retiree should be eligible to receive. The resolution of these issues is critical to the accurate and
timely calculation of retirement benefits.

As indicated by the attached table, with the exception of the County of Hawaii Department of
Water Supply, the employers are transmitting information which is erroneous or incomplete.
Each employer has an independent payroll processing system and these systems are not
compatible with the ERS system. Employers claim that they are restricted or limited by their



systems and are unable to configure them to comply with ERS requirements. Additions such as
retroactive payment dates, or changes such as 1- to 2-byte data fields, are reportedly impossible
for employers to provide resulting in hours of research and manual adjustments by ERS staff.

To review the status of their reporting and to emphasize why the detailed information is required,
the ERS will meet with the Finance, Payroll and Information Technology representatives for the
State and each of the Counties during 2017. As of the date of this report, the State Department
of Accounting and General Services (which processes the payroll for approximately 75% of all
ERS employees) is expecting to update their payroll system within the next couple of years and
has included the ERS in design and requirements discussions.

The critical areas of the payroll files to be discussed with all employers will include:

Employer Reporting Information (detailed adjustment transactions)

Employee Transaction Information (correct and complete group and class codes)
Payroll Transaction Information (earning period dates)

ERS Contributions (contributions corresponding to classification)

Pay Types (correctly indicating the types of pay)

B g T B S

ERS will continue to work with the State and Counties on both the payroll and personnel files in
order to comply with the provisions of Act 87/2015. In addition, it shall submit to the legislature
reports on the progress of State and Counties’ efforts to comply with section 88-103.7, Hawaii
Revised Statutes, as amended by this Act. These reports shall be submitted to the Legislature
prior to the regular sessions of 2016 through 2020.

Next Act 87/2015 Report Due:

Twenty days prior to the start of the 2018 legislative session.
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